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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. Compensating controls generally take the form of
checking the process after-the-fact to see if any problems have occurred. For disbursements, this
could include an initial review of the bank statement by someone other than the check writer to
see if any unauthorized transactions have occurred.

Individuals should be identified for each required process prior to the event. Training should be
scheduled prior to the event to ensure that all volunteers understand and can complete their
assigned tasks.

If holding a raffle, ensure that a license is obtained and that tax rules are followed (Sections G-3,
G-4, and G-5). All raffles should have a set of rules prepared that are available to anyone
wishing to purchase a ticket. Please consult with the Diocesan attorney to review your rules if
the prizes are substantial.

Per Federal Law, raffle tickets may NOT be mailed to parents, parishioners, or others through the
United States Postal Service. (DMM 601.9.3 — 18 USC 1302) To be prohibited, the tickets must
have three parts: 1) a payment or ticket cost; 2) a prize; and 3) an element of chance. If the
contest is missing one or more of these items, it is not prohibited.

To avoid this prohibition, tickets may be delivered to buyers in-person, through a private
delivery service such as FedEx or UPS, or buyers may pick up tickets at a specified location(s).
Another possibility includes emailing the ticket (or a message with the ticket number in it) to the
buyer. All tickets purchased via online/email should be recorded in a register along with the
owner name and other important information. Nonresident foreign purchasers require additional
reporting paperwork and tax issues as outlined in section G-4 below. You may wish to limit
buyers to residents with a valid social security number.

INCOME CONTROLS

Strategic goals of income control include limiting cash access points and documenting cash
transactions for reconciliation later. In a large event setting:

Set up a secure counting area for process all income for the event

This area should be out of the general event area, but not too far away

A minimum of two unrelated people should staff the counting area at all times

The area should preferably have a secured drop safe

Keys for locking bag or supplies of tamper-evident bags should remain in this area
For tamper-evident bags, serial numbers of bags issued for pickup should be recorded
Utilize tickets for purchasing items or services at the event

Tickets should be pre-numbered and sold in sequential order (roll)
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If different ticket prices are charged, obtain different ticket colors for each price

Limit ticket booths to the minimum number needed to facilitate sales (1-2)

Each ticket booth should be staffed by at least two unrelated people

Have one cash drawer and one ticket roll of each color used for each sales station in
the booth

Each cash drawer should be started with the same amount of startup (change) cash
Each sales station should have a ticket reconciliation form

Any checks received should be immediately stamped “for deposit”

Periodic randomly timed cash pickups should occur throughout the day

At least three unrelated people should be used for each cash pickup

Cash/checks should be placed in a locking or tamper-evident bag

Each bag should be identified for ticket booth, sales station, & drop date/time

Bags must be secured (locked or sealed) before leaving the ticket booth

Bags should be immediately taken directly to the secure counting area

If not counted immediately, bags should be placed in a secured locked drop safe
Serial numbers of bags returned are matched to the issuing log and confirmed by the
counters

Counters will process each bag individually using a tally sheet to record income

o At the end of the day, the cash drawer and the ticket roll(s) should be returned to the
counting area

o Completed deposits should be taken to the bank daily — for multi-day events, only the
next day’s startup cash should remain at the parish and be stored in the locked safe
o At least two unrelated volunteers should remain in the counting area until the deposit

has been taken to the bank
o Transport the deposit to the bank in a logged tamper-evident bag or locked bank bag.

o If alocked bag is used, the key must remain with someone NOT transporting the deposit
to the bank

o If multiple deposits are made during a day, vary the timing and route to the bank to
enhance security

o The ticket reconciliation form should be completed comparing the cash received to the

ending ticket number minus the beginning ticket number

o Ticket reconciliation form should be completed by the supervisor

o Ticket sales volunteers, counters, and supervisor should sign the reconciliation form

. NO PAYMENTS TO ANYONE ARE ALLOWED FROM CASH RECEIVED

° ALL CASH AND CHECKS MUST BE DEPOSITED IN THE BANK DAILY
DISBURSEMENT CONTROLS

Strategic goals for disbursements include ensuring that the expense is authorized, paid from the
parish checkbook, adequate documentation is maintained, and tax rules are followed.

. NO PAYMENTS TO ANYONE ARE ALLOWED FROM CASH RECEIVED

o Establish a budget for the event expenses based on projected income
13
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o Requests for disbursement should be approved by event supervisor after verifying
that the items/services purchased were received and the request is not a duplicate

o All disbursements must have adequate documentation from an invoice or a signed
“disbursement request form”

o Ensure that sales tax exemption is received on all purchases

o Obtain Taxpayer ID number for all service vendors (including caters) and large prize
raffle winners on a W-9 form

o All disbursements must be made by parish check

o On the day of the event, the supervisor could be issued a petty cash check in a fixed
amount that is cashed and used for emergency purchases

o In this situation, receipts must be obtained for all disbursements from this fund and all
remaining funds & receipts must be returned to the parish and reconciled at the end of
the event

WRAP-UP
o All ticket reconciliation forms and counter tally sheets should be reviewed against

income deposited to ensure balance
o A detailed financial report should be promptly prepared indicating the types of
income received, expenses paid, and net profit from the event

o The financial report should be shared with the pastor and finance council within a few
days of the event

o Make notes about areas for improvement and ask workers for suggestions if the event
will be held again next year

o 1099-NEC forms will need to be issued at the end of the calendar year for service
vendors who are paid $600 or more

J Raffle winners may need a W-2G form if the winnings are over $600 — contact the
Diocesan Finance Office for exact rules

o If the event requires sales tax to be paid to the State, ensure that all records are

complete and that the proper forms are filed and payments made.

These guidelines do not attempt to cover all of the possible contingencies or risk exposures.
Please make use of the Diocesan Office of Finance and Administration or the Diocesan Internal
Auditor if you have any questions or would like additional guidance. They can be reached at the
Administration Building in Rockford.

8. Votive Candle Income Handling (01/10/2022)

Some parishes may collect votive candle money on an “as needed” basis. While candle trays
generally have a slot to accept and store candle donations, these devices are not always the most
secure. To reduce the risk for loss, it is recommended that the votive income should be regularly
collected on a weekly or monthly basis by two unrelated volunteers and promptly placed into a
tamper-evident bag labelled “Votive Candles” and sealed. The exact frequency will depend on
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the number of candle trays and the amounts donated each week, but should remain fixed once it
has been established. The goal is to reduce the amount of funds at risk for theft. The regular
counting team should count candle funds, record the income on the counting sheet on a line for
votive candle income, and deposit the funds with the other collections into the parish bank
account.

Ensure that votive rack donation receptacles are theft resistant and secured to the rack.
Reinforced containers that are an integral part of the racks with a slot to access funds should only
be used. Do not use open dishes, cans, etc. that are set on top of the racks to hold donations.

These donations should be collected by two unrelated volunteers, if possible. If two volunteers
are not available, then one volunteer and one staff member can be used. A single individual
should not be used to collect votive income. Always have a “helper” work with the person
collecting income from the candle racks.

Please record votive candle income to accounting code #31500 and all votive candle purchases to
code #31600. Other church candles and votive candles used for parish purposes should be coded
to #42600.

Recorded candle income should be periodically compared to candle expenses to make sure that
1) the suggested donation level is covering the cost of the candles and 2) there is no diversion of
funds. Since candle purchases happen infrequently, the income to expense comparison should be
reviewed over a several year period.

Votive income and expenses must be handled by the parish, not an auxiliary organization such as
the Ladies Guild or Altar & Rosary Society. While such organizations are encouraged to support
the parish by donating to the parish for items such as altar breads and votive candles, all income
and expenses for these candles should be processed through the parish accounting records. The
parish may utilize auxiliary group members to help collect and count the votive funds, but all
funds should be placed into the parish account.

9. Vending Machine Controls

While vending machines on parish or school grounds do not always generate large amounts of
income, good internal controls should still be followed to safeguard cash from the operation and
inventory. If a vendor collects the money from the machine and refills it with product, then the
parish has no responsibility. However, if the machines are filled by staff and money processed
through the parish or school, then consider some basic money handling controls.

o Inventory should be stored in a secure location such as a locked closet
o Try to use two people to fill the machine if practical
o Someone not involved with the refilling process should reconcile the product added to
the money deposited using a form similar to the one below.
o Periodic inventory counts should be made if a problem is suspected
15
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Vending Machine Control Form

Date of Serice:

Senice Performed By:

Machine Location:

Product Information: Quantity Added: Selling Price:

Product #1:

Product #2-

Product #3:

Product #4:

Product #5:

Product #8:

For Office Use
Total Product Value Added:

Vending Income Collected:

Bills:

Coins:

Total:

Deposit Prepared By:

Date:
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10. Donated Financial Securities and Grain Receipts (04/24/2020)

o Diocesan policy does not permit the parish, its ministries, or related organizations to
purchase or hold financial securities or commodities except with approval of the
Moderator of the Curia. This includes stocks, bonds, mutual funds, etc.

o All securities received as a donation must be liquidated promptly unless a donor
restriction prevents this. The donor’s restrictions must be in writing.

o The Diocesan Finance Office stands ready to assist a parish in liquidating any
donated securities without a commission charge. Please contact the Diocesan Finance
Office for more information.

o Stocks privately held (belonging to a private company and not sellable on a stock
market exchange) are not to be accepted.

. Cash donations from parishioner’s grain sale proceeds are the best method of
contributing from harvests.

11. Donation Acknowledgments (01/27/2022)

All donations of any substance should be promptly acknowledged to the donor. Donation
tracking software such as PDS or ParishSoft will allow the parish to print out donation
statements for all recorded contributions. In some circumstances, such as an in-kind gift that is
not entered into PDS, a thank you letter should be generated and sent. The below sample letter
combines a thank you with the IRS wording required to help substantiate a tax deduction for the
donation. For in-kind donations (including real estate), no value should be assigned to the items.

For the four collections originated by the Diocesan Office of Charitable Giving (Diocesan
Appeal, Combined National, International and Mission Appeal), the donor acknowledgment will
come from the Diocese. Examples of other collections for which the parish should record the
donation and send the acknowledgement include Missionary Cooperation Plan, Rice Bowl, Holy
Land, and Disaster Relief. Please follow this process to ensure donors receive gift receipts for all
donations while also avoiding duplication of an acknowledgment, both of which could lead to
potential tax problems. When in doubt, please check with the Diocese.

After researching IRS rules and interpretations, the Diocese of Rockford treats Mass Intention
Stipends given to the parish as tax-deductible donations. Please record these contributions in
your parish’s tracking software and distribute year-end statements to donors according to your
parish’s standard procedure. While some people may believe that the donor is receiving a
service for this contribution, the benefit is an “intangible religious benefit” and is not required to
be deducted from the donation as a “Quid-pro-Quo.”
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Due to the unique tax considerations of direct gifts of grain to the parish (as opposed to the gift
of money from a farmer’s grain sale sales), please contact the Diocesan Office of Charitable
Giving or the Diocesan Finance Office for gift acknowledgment requirements.

Note that it is always a better practice for the donor to contribute cash for a particular item rather
than purchasing it directly for the parish.
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13 January, 2018
Mr & Mrs. Donor
1212 Generousity Drive
Your Town, IL 61101
Dear Jack & Jill:
Thank you for your generous gift of a life-sized Sacred Heart Statue to Our Church Parish in Your Town.
This letter will also serve as our acknowledgment of your gift pursuant to Section 170 (f)(8) of the Internal
Revenue Code.
Contributor Information: Mr. & Mrs. Jack and Jill Donor
1212 Generosity Drive
Your Town, IL 61101
Date of Contribution: December 25, 2017
Description of Contribution:

6’ tall wooden statue of the Sacred Heart of Jesus from Comploj Alberto in Val Gardena, Italy —
Excellent Condition

Our Church in Your Town either did not provide any goods or services in whole or partial consideration for
the above contribution or provided only intangible religious benefits. Please consult with your tax advisor
regarding any potential tax-deductibility of this contribution.

We are deeply grateful for your gift and will place the statue in the narthex of Our Church in Your Town.

Sincerely,

Reverend John Priest,
Pastor, Our Church Parish — Your Town

Gifts of Services
Occasionally, a donor may contribute services to the parish as request a thank you letter.
Contributions of personal services are not deductible to the person providing the services.

However, any contributed supplies or mileage can be deductible. An acknowledgement of this
type of donation needs to be slightly different. A sample letter is provided below.
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13 January, 2018

Donor’s Plowing Service
1212 Generosity Drive
Your Town, IL 61101

Dear Jack:

I wish to sincerely thank your donation of snow removal services for our parish parking lot during the
upcoming winter. The parish accepts your donation, which will help parishioners to access the church after
snow storms.

Through your contribution, you have become a part of the mission of St. XXX Catholic Church.

While the IRS generally does not allow the deduction of donated services from income taxes, you should
consult a tax professional to help determine any deduction (such as supplies or mileage) that might be
available to you. No goods or services other than intangible religious benefits were given in exchange for this
donation.

Thank you again for your contribution. Please know how much your gift is appreciated. Know, too, that you
are in our prayers.

Gratefully yours,

Reverend John Priest,
Pastor, Our Church Parish — Your Town

Gifts from IRA Distributions

Gifts from distributions of IRA funds should not be included in PDS or ParishSoft as tax
deductible since the donor receives the tax benefit directly as a tax-free distribution. The
Diocesan Office of Charitable Giving can provide guidance on an appropriate thank you letter in
this situation.

12. Reporting Donation Restrictions (01/06/2023)

The Diocese of Rockford requires that ALL donations of $25,000 or more must be reported to
the Diocesan Finance Office on the Chancery’s “Statement or Waiver of Restrictions Placed on
Proposed Charitable Gift” form BEFORE accepting the gift. The purpose of this reporting is to
determine if the gift contains restrictions that could be problematic for the parish accepting the
gift or to document that the donation does not have restrictions. This form can be found on the
Diocesan website under “Documents / Forms” or by following this link:

http://www.rockforddiocese.org/pdfs/chancery/Statement-of-Conditions-Gift.pdf

Please also use this form to report any GRANTS of $25,000 or more that have been requested
and received.
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http://www.rockforddiocese.org/pdfs/chancery/Statement-of-Conditions-Gift.pdf

Completion of this form is NOT required for capital campaigns. For example, if the parish were
running a capital campaign for a new steeple, then donations of $25,000 or more toward that
campaign would not be required to complete the form.

If the capital campaign was multiple purposes (such as for a new steeple, new carpeting, or new
pews) and donors are allowed to select which projects they wish to provide a donation, extra care
must be exercised to make sure that each contributor’s intent is recorded, but this form will not
be required.

While no Diocesan reporting form is required for gifts of less than $25,000, staff are requested to
inform the pastor/administrator of ANY gifts that contain donor restrictions and seek his
approval before accepting these donations on behalf of the parish/school. (Canon 126782)

13. Offering Envelopes and Second Collections (11/06/2018)

Parishes are highly encouraged to adopt a “Stewardship Parish” model that incorporates the
teachings presented in the 1992 U.S. Bishops’ Pastoral Letter, “Stewardship: A Disciple’s
Response.” To answer this call, the Diocese of Rockford has developed a framework called
“Eight Characteristics of a Stewardship Parish in the Diocese of Rockford.” Characteristic #5
states:

Parish should strive to incrementally move toward the elimination
of second collections, special envelopes, and special fundraisers
for expenses related to normal parish operating activities and
ministries. Annual celebrations or festivals should mainly exist for
the purposes of building community, not fund-raising.

Following these guidelines, the Diocese of Rockford allows a limited number of offertory
envelopes to be included in parishioner packets without express permission from the Moderator
of the Curia. Other types of envelopes and ALL second collections require Diocesan approval
BEFORE implementing. Below is a list of offertory envelopes that do not require additional
permission:

Description G/L Account
o Weekly Regular Offering 001-30100
o Initial Offering 001-30100
. Children’s Offering 001-30150
o Easter 001-30400
o Thanksgiving (if proceeds given to food pantry) 001-30450
o Christmas 001-30500
o Holy Day Offerings 001-30550
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o Fuel / Utilities (Heat — A/C) 001-30600
o Contributions for St. Vincent de Paul 001-32900
o Flowers — Christmas & Easter 001-35000
o Diocesan Stewardship Appeal 050-48200
o All Souls Day Envelopes MASS ACCOUNT

14. Tickets for Sporting and Other Events

At events where cash is collected for admission, rolls of numbered tickets should be used and a
reconciliation of the cash received for the event to the number of tickets dispensed should be
performed to help ensure that all cash collected was counted and deposited into the parish/school
bank account.

This procedure should include at least the following:

- Rolls of consecutively numbered tickets should be used for all events where
admission is charged (available from office supply stores).

- A different color ticket roll should be issued for each different admission price.

- Ticket rolls and cash boxes should be stored at the school business office.

- A cash box, the ticket rolls, and a gate reconciliation form should be requested
prior to each game/event.

- A serialized tamper-evident bag should be included in the cash box to hold gate
proceeds after the game. This bag should have the event name and date identified
in permanent marker. The bag should be sealed at the end of the event
immediately after all cash box funds are placed into it.

- All filled cash bags should be stored in a secure (locked) location and delivered to
the school business office promptly along with the ticket rolls, cash box, and
completed gate control form.

- All cash counting will be completed at the school business office. At least two
people should count the proceeds, but one of these people could be from the
department that sponsored the event. Use of volunteers is highly recommended.

- If the same color tickets will be used each week, tickets should be taken at the
gate, torn and half given back to the patron, or cancelled with a small date stamp
to prevent re-use by patrons in future weeks.

A sample ticket reconciliation form is presented below. Instructions for completing the form
follow after that. You may use this form as-is or modify it to suit your needs.
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Gate Receipts Control Form

Parish:

Event:

Diate:

Ticket Reconciliation

Ticket Color:

Ticket Description:

Ending Ticket Number:

Starting Ticket Number: - - -
Tickets S0OL
Ticket Price x5 x5 x5

Gate Revenuwe:

|1.n

TOTAL GATE REVEMUE: 5

(add all columns)

Cash Reconciliation

5100
550
520
510
55
51
Total CASH 5

Total COINS + 5

Total CHECKS + % Counters:

Total DEPOSIT = &

less Starting Bank - %

Gate Revenue = %
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Gate Receipts Control Form — Instructions

Parish Enter the name of the parish or school sponsoring the event
Event Enter a description of the event
Date: Enter the date of the event

TICKET RECONCILIATION

Ticket Color: Enter the color of the ticket roll used for the event. If different admission prices are
charged, please use a different ticket color for each admission price (i.e. Adults, Seniors, Students) and
enter the ticket color selected for each admission in the appropriate column

Ending Ticket Number: After the event, write down the next ticket number for each ticket roll used for
the event in the appropriate column

Starting Ticket Number: Before selling tickets, please write down the first ticket to be sold from the roll
in the appropriate column based on ticket color. (The office may have completed this item for you)

Tickets SOLD: After the event, take the starting ticket number and subtract it from the ending ticket
number. This is the number of tickets sold at the event. Write that number on this line. Complete for
each ticket color used.

Ticket Price: Enter the selling price for each type of admission in the appropriate column.

Gate Revenue: Multiply the ticket price times the number of tickets sold. Write the product for each
column in the appropriate space

TOTAL GATE REVENUE: Add the gate revenue from all columns and write the total here.

*** Include this completed form with the money that is given to the counters ***
CASH RECONCILIATION
Counters will sort and count the proceeds from the event and complete the bottom half of the form.

Total cash by denomination and add all cash to get TOTAL CASH.

Add up all coins to get TOTAL COINS.

Add up all checks to get TOTAL CHECKS (You may want to attach an adding machine tape if several
checks are included)

Add total cash, coins, and checks to get TOTAL DEPOSIT. This amount should match the deposit slip
and bank receipt.

Subtract out the starting change bank to get determine the actual revenue from the event.

Compare GATE REVENUE from the cash section to the TOTAL GATE REVENUE from the ticket
section. These items must match.

Counters processing the event revenue must sign the form indicating that they have completed this
process completely and accurately to the best of their ability.
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B) CASH DISBURSEMENTS & BANKING
1. Checking Accounts — General (04/20/2020)

o Each Diocesan parish, school, or department/ministry should strive to minimize the
number of checking accounts maintained by the entity. Make use of the Diocesan
departmental accounting system to track different types of funds rather than another
checking account.

o Only the pastor is permitted to open or close bank accounts for the parish, its
ministries, and for support organizations. All accounts must use the parish’s Federal
Employer Identification Number (FEIN) — no other Taxpayers number (such as a
Social Security Number) may be used.

o If possible, consider maintaining all parish and society bank accounts at one
institution to ease administrative burden. Additionally, a larger banking relationship
may provide some negotiating advantage in terms of services, fees, etc.

o Only checking accounts are approved and all must be reported to the Diocese on an
annual basis. Other types of accounts such as savings, CD’s, brokerage accounts, etc.
as well as unreported checking accounts are prohibited.

o Accounts are limited to banks operating in the State of Illinois unless written
permission is received for the Moderator of the Curia

o All bank accounts should be established in the name of the entity (parish, school,
ministry, or integrated support organization) and the account name should contain the
name of the parish in the title.

J The mailing address should be the entity’s office address and never a personal
residence.

o The entity’s Tax Identification Number (TIN) must be used for each account.

o Accounts should be set up to ensure that copies of all checks cleared through the bank

are returned to the parish with the statement. If statements are printed on-line, ensure
that all checks cleared that month are printed as well.

o It is recommended that each entity maintain a balance of two months’ operating
expenses or less. Surplus funds should be transferred to a DIAL savings account or
possibly the Catholic Foundation.
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o The pastor / parochial administrator must be authorized signers on all checking
accounts and must be the primary signer on all parish / school accounts.

o Departments within the parish or school (Youth Ministry, Religious Education,
RCIA, Cemetery, etc.) should not have separate checking accounts.

o All bank accounts must have a completed check register (paper or electronic) listing
each transaction (checks, deposits, and other transactions) with an adequate (brief)
explanation of the transaction.

o ALL checking accounts including support society accounts must be reconciled to the
bank statement on a monthly basis and someone not involved in the disbursement
process should review this work. Detailed reconciliation information should be
documented on paper, even if prepared electronically.

o The pastor should periodically discuss bank accounts and any other cash funds with
support societies to determine if there are any changes, additions, or deletions.

2. Old, Outstanding Checks (04/14/2020)

Parishes must ensure that all checks that are issued clear the bank in a relatively timely manner.
If a check has not cleared the bank after six months, the person or company to whom the check
was written should be contacted to find out why the check has not cleared. If you write to the
payee, the sample letter below can be adapted to help resolve your old checks:
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Sample OIld Check Inquiry Letter

April 16, 2016

Ms. XXX XXXXX
100 Main Street
Anytown, IL 60000
Dear Ms. XXXXX:

After going through our records of outstanding checks, we found that the following
check was issued to you, but has not yet been cashed:

Check # Date Description Amount
1001 07/22/14 Reimbursement of Travel Exp. —June, 2014  $99.99

We appreciate the services that you have provided on behalf of St. XXX Parish. To
help us close out this old check, please indicate your choice of the options below,
initial, and return this letter to us by 04/30/16.

O Thank you for contacting me about this old check. Please void this check and
apply the donated funds to St. XXX Parish.

O Thank you for contacting me about this old check. Please void it since I will
not be cashing it and issue a new check to me for the above amount.

Initials:

Again, thank you for all that you have done to help St. XXX Parish. If you have any
questions or need additional information, please feel free to call me at 999-999-9999.

Sincerely,

Business Manager
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Some typical situations and their resolution include:

e The payee has the check and they just need to be reminded to cash it.

e The check never arrived or arrived, but is now lost. Reissue to payee unless they want to
donate it to the parish (void the original check in this case)

e The vendor never received the check, but they included that amount on the next billing
that was paid by the parish. Void the original check since the amount was transferred to
the next statement and paid at that time.

If a payee asks that the original check should be a donation, please document this intent.

Parishes must make a great effort to ensure that these checks are promptly resolved in a legal
manner. You cannot just void an old check because it was not cashed. This effort may
include phone calls, letters, internet searches, publication of a desire to contact an individual in
the bulletin, or even hiring a private investigator.

Uncleared checks that have not been resolved within THREE (down from five) years from the
date of issue become “unclaimed property” in Illinois under “Escheat Laws” and the value must
be sent to the State Treasurer along with reports of unclaimed property every year from that point
forward. Fines and penalties can be charged if current or future reports are not filed or values
forwarded to the State. The best option is to make sure all checks clear within one year or
promptly resolve any issues with old outstanding checks. Contact the Diocesan Accounting
Office for assistance if you find that you cannot resolve an old, outstanding check.

3. Old, Outstanding Deposits (03/03/2017)

Parish, School, Society, or Ministry checking accounts should never have outstanding deposits
beyond a few days. If a deposit is made at the end of the month, it may not clear prior to the
printing of the bank statement, but should definitely clear by the next statement. Deposits that are
outstanding for more than a few days are a cause for concern and should be promptly investigated
since this means that money you thought was put in the bank did not arrive there. The answer may
be simple, such as a duplicate recording of a deposit, or it may potentially indicate missing funds.
The pastor should be informed of the circumstances surrounding these transactions and the results
of the investigation.

4. Petty Cash Operation (04/20/2020)

Parishes or Schools may establish a small petty cash fund with the approval of the pastor. This
fund should only be used for small, infrequent purchases and reimbursements. To the greatest
extent possible, all parish expenditures should be paid with a parish check rather than petty cash.
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The value of the fund must be recorded on the parish balance sheet and the fund should be
operated in an “imprest” manner as described below. In an imprest fund, the value of the
receipts and remaining cash should always equal the fund’s stated balance.

e The fund should be created by writing a check to the custodian of the fund for the total
amount of the fund (typically $50 or $100). Code the check to account #0-10900

e One person should be named “Custodian” of the fund and be responsible for fund
replenishment and its safekeeping. The pastor must approve any other “Operators” of the
fund.

e The Custodian will cash the check and place the funds into a metal box or zippered bank
bag.

e Store the petty cash fund in a secure (locked) location. The best practice is for only the
custodian and pastor to have access to the fund.

e Payments of funds from the petty cash should only be made when a receipt is turned in
for reimbursement. Only reimburse the amount of the receipt.

e While not a best practice, funds may be advanced from the petty cash for a purchase, but
only if a note is placed in the fund showing who was advanced funds and how much was
advanced. A receipt for the purchase and the excess funds must be promptly returned to
the fund after the purchase before the note may be removed.

e When the fund cash balance reaches a low amount, the fund should be replenished by
writing a check to the custodian. The words “- petty cash” can be added after the
person’s name to help show what the check was for. Never use another method to
replenish the fund such as cash from collections or other sources.

e The amount of the replenishment check should always be determined by adding up the
receipts in the fund. Expenses should be coded to the ledger accounts that best describe
the purchased items. The total can be split over several accounts if needed.

e At this point, someone other than the custodian should count the remaining cash and
coins. The total cash plus receipts should match the original value of the fund. Any
shortage should be investigated. Repeat shortages should be brought to the pastor’s
attention.

e If there is an excess in the account (due to someone buying a stamp from the parish or
reimbursing for a long distance phone call), this amount should be deducted from the
replenishment check amount and coded as income to proper account (such as postage or
telephone.) Donations or any other regular parish income should not be put into the petty
cash fund.

e Atany time, the amount of cash in the fund plus the value of the receipts (and any
outstanding advances) must equal the established fund value as listed on the balance
sheet. If the fund does not require replenishment for an extended period of time,
someone other than the custodian should perform a count of remaining cash and receipts.

e |f the fund does not require replenishment for one year or more, please replenish the fund
by June 30" to ensure that expenses are recorded in the correct fiscal year. Lack of
replenishment could indicate that the fund value is too high or that a petty cash fund
might not be needed at all.
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e If the fund is to be permanently closed, deposit the remaining cash and coins into the
parish checking account and credit ledger account #0-10900 for the total. The remaining
receipts should be coded to their proper account(s) and a journal entry should be created
debiting the expense account(s) for the receipts and crediting the petty cash account #0-
10900. This process should zero out the petty cash fund.

5. Backup Signers on Checking Accounts (11/04/2021)

The “Advisory Directive” of April 30, 2009, compiled into Diocesan Particular Law #254
(Appendix XI11) requires that the pastor or parochial administrator must be the primary signer on
all parish checking accounts. The pastor also must ensure that the area Dean or Diocesan
Moderator of the Curia are backup signers for these accounts. No other signer may be added by
the pastor, not even an associate pastor, without delegation directly from the Bishop.
Additionally, no mechanical (or electronic) method of reproducing an authorized signature may
be used. Signature cards should be promptly updated whenever employees leave or priests
transfer.

A business manager or bookkeeper could be added to any or all parish checking accounts with
“Information Access” rights ONLY. Some banks will not give out balance or transaction
information to anyone who does not have authority to inquire into the account. This access level
allows the business manager/bookkeeper to investigate transactions and balances for the
account(s) without providing check-signing access to them.

Previous signers should be promptly removed from an account when a new pastor / parochial
administrator begins at a parish or when a backup signer changes positions.

A backup signer on a school or society account should be the current principal or society
treasurer. Former employees or society officers should be promptly replaced with current ones
to reduce the risk of unauthorized access by these former employees/officers.

When completing a new resolution for the bank, please understand that any reference to
“Secretary” on the forms is for the “Corporate Secretary” for the parish, who is Mrs. Ellen
Lynch-Harrison at the Diocesan Administration Building, not the local parish secretary. All
completed change forms need to be sent to her to be approved and returned.

Remember to update signature card when your area Dean of the Moderator of the Curia
(whomever is listed as a backup) is changed.

6. Religious Priest Payments Should be Paid to Order

Priests and women religious who belong to a religious community and take a vow of poverty are
not required to pay income taxes provided that they submit all of their earnings to the
community. The religious community has received a tax exemption from the IRS, not the
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individual priests. When a check is made payable to an individual priest for services performed,
the IRS will consider the funds were paid to the priest, not the religious community and treat the
payment as taxable income, even if the recipient is a member of a religious order.

To prevent the possibility of confusion, it is a best practice to make all earnings payments
(including clergy assistance, Mass stipends, mission lectures, professional allowances, and
regular parish earnings) payable to the religious order.

There may be an occasion when the order prefers that the local priest should deposit the check
for living expenses (such as if the motherhouse is located a great distance away). In this
instance, the first line of the payee should still be the religious order. The second payment line
can state “c/o Sister XXX with the appropriate priest’s or sister’s name on that line.

7. Parish Credit Card Guidelines (04/28/2020)

Parish credit cards must be closely controlled to prevent misuse and misappropriation.

Any cards kept at the office for approved staff use must be kept in a locked location such as a
safe or desk drawer. A custodian must maintain a log of anyone requesting the use of the card
and the dates/times lent and returned. Receipts must accompany the return of the card when
checking it back into the parish.

When an authorized signer is no longer affiliated with the parish or school, any parish cards in
his/her possession must be cancelled and any other access to the account terminated.

Current Diocesan policy on credit card use (as revised June 24, 2014):

The use of c