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Diocese of Southern Ohio Audit Procedures
For Parishes with Total Expenses Below $150,000


													
WORKBOOK FOR AUDITORS
								
Use of this process applies to a parish/mission of the diocese with total expenses of less than $150,000 on line G of their Parochial Report, unless such congregations require a certified audit for another reason (parish in transition) or are already planning to have a certified audit. While not a full audit according to generally accepted accounting principles, this procedure nevertheless does require the provision of the following documentation:
1. December 31 Bank Reconciliations for ALL bank accounts belonging to the congregation or its organizations.
2. December 31 End of Year Financial Statement/Statement of Activities
3. December 31 Balance Sheet/Statement of Financial Position

 In general, the objectives are narrower than those of a full audit:
· Ensure there is compliance with the fiduciary laws.  
· Ensure compliance with the Canons of the Episcopal Church and of the Diocese of Southern Ohio, e.g. was the Parochial Report filed in a timely fashion?   
· Ensure the Vestry is fulfilling its fiduciary responsibilities, e.g. does the Vestry receive full financial information and does the Vestry approve major expenses? 
· Ensure basic bookkeeping is being kept up-to-date and that adequate internal controls are in place, e.g. are all the bank accounts reconciled regularly? 


Following are the questions for the Audit Procedure. If the Audit Committee cannot answer a question with an unqualified “yes,” they must make an explanatory comment in the comments section.  In most instances when you cannot answer “yes,” you will probably want to recommend to the parish leadership that changes be made so the answer next year can be affirmative.
GENERAL REVIEW
1. Is the audit report for the previous year available?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



2. Are Vestry minutes for the year complete?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



3. Was the budget approved by the Vestry?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



4. Is a Treasurer's report submitted to the Vestry or finance committee each month, including sufficient detail to inform the reader as to the nature of the various items of income and expense.
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



5. Does the Treasurer’s report present the current actual financial data compared with the approved budget?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



6. Is there at least quarterly reporting of all other funds/activities, including designated or restricted funds, all committees, ECW, choir, altar guild, youth, men's and women's groups, capital campaigns, discretionary funds, nursery schools or child care centers, etc.?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


	
7. Was the Parochial Report filed on time? (March 1 is the canonical due date)
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



8. Review the insurance policy to see if adequate insurance is in place.  Is the property insured?	
	[bookmark: _Hlk51940386]Yes
	No
	N/A
	Comments

	 
	 
	 
	 



9. Is there a space use agreement and insurance certificate for each outside organization using church facilities?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



10. Are statements sent to each pledging unit, at least, twice a year? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



11. Does the parish send contributors contributing greater than $250 annual amount a receipt as required by the IRS?	
	[bookmark: _Hlk53141470]Yes
	No
	N/A
	Comments

	 
	 
	 
	 



12. Is there a list of all passwords used electronically on file at the parish office?  If so, do you know who has access to them?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



13. What basis of accounting does the parish engage in? For example, Cash, Modified Accrual, Accrual
	Cash
	Modified Accrual
	Accrual
	Comments

	 
	 
	 
	 




CASH BALANCES, INVESTMENTS & INCOME
14.  Are all operating cash accounts (including savings accounts) reconciled regularly throughout the year?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



15. Review procedures and control of plate collections, other cash receipts and deposits. Do these systems provide adequate controls?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



16. Are all other cash receipts recorded and deposited on at least a weekly basis? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 




CASH DISBURSEMENTS					 				
17. Is there a list of authorized signatories for each account?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 





18. Examine a selection of disbursements.
    a. Are all disbursements made by traceable sources, except for small expenditures made by petty cash?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



    b. Are all traceable sources made payable to specified payees and not to "cash" or to "bearer"?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



    c. Are all disbursements supported by original documentation?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


d. Is the original vendor's invoice/documentation marked "paid" at the time of signature to prevent duplicate payment?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



19. Check signing:							
    a. Is the signing of blank checks prohibited?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


	
    b. Is using a signature stamp or pre-printed signatures prohibited?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



    c. If signature imprint machines are used, are the keys kept under lock and key except when in use?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



    d.  Does all supporting documentation accompany checks presented for signature?
	[bookmark: _Hlk51957396]Yes
	No
	N/A
	Comments

	 
	 
	 
	 


	
    e. Are all account signers authorized by the Vestry? Have you updated the accounts to match the list?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


 
   f.  Is more than one signature required for any check?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 




	
    g. If not, do checks for more than a prescribed threshold require more than one signature?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


	     Threshold amount? ________	
				
    h. Are blank checks securely stored before use?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



    i. Are all checks received endorsed "for deposit only"?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


BANK ACCOUNT RECONCILIATION- Primary Operating Account
20. Are all bank accounts reconciled on a monthly basis with the General Ledger/Checkbook?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



21. Do the reconciliation procedures provide for review of all checks outstanding over 90 days?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



PETTY CASH
22. Is the responsibility for the petty cash fund assigned to only one person? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



23. Is there adequate review of documentation before the fund is reimbursed?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


	
	
PROPERTY & EQUIPMENT
24. Is formal approval of the Vestry required for all property and equipment additions and dispositions?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



25. Is a detailed inventory of all property, furniture, fixtures, and equipment maintained showing:	
    a. Date acquired?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


	
  
  b. Detailed description?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


	
    c. Cost, if purchased, or fair market value, if donated?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


    d. Any donor restrictions?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



LIABILITIES
26. Are clergy and lay pension payments calculated correctly and up to date?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



27. Is payment of the diocesan Mission Share current?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



28. Is Mission Share paid monthly as directed by Canon XIII, Section 6
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



29. Are utility and insurance payments current?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



30. Are any mortgage or other loan payments current?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



31. Is all borrowing or indebtedness authorized by the Vestry?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



32. Are all loan agreements and/or lease agreements in writing and properly safeguarded?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 





33. Have new loan agreements and/or lease agreements for 1 year or more been approved by the Standing Committee of the Diocese?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



RESTRICTED GIFTS – CONTRIBUTIONS

34. Are records maintained of all bequests, memorials, endowments, or any other restricted gifts to include:	Date, amount, and donor of gift?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


	
a. Any restrictions or limitations on its use?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



    c. For endowment gifts, any restrictions on the use of investment income/appreciation?		
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



PAYROLL
35. Do payroll records indicate that filing requirements were met and that Withheld taxes & all employer taxes were properly calculated and remitted?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



36. Do the salaries authorized in the budget match the amounts that were paid?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



37. Are personnel files maintained to include:							
    a.  Employment application, and/or letter of employment?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



b. Authorizations of pay rates and effective dates?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



c. Internal Revenue Service Form W-4?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 




d. Department of Justice Form I-9?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



e. State withholding forms?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



38. Is there a written record of hours worked and approved by a supervisor when applicable?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



39. Are all employees, clergy and lay, receiving a Form W-2?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



40. Are Forms 1099 being provided for all individuals who are not employees, and for all unincorporated entities paid $600 or more annually?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 


41. Are Forms W-2 wages reconciled to the accounting records and quarterly payroll tax returns?	
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



42. Are clergy housing allowances recorded in the minutes of the Vestry no later than December 31st of the current year or the last meeting of the year?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 





Required Audit Committee Certificate

To: The Rector/Priest-in-Charge, Wardens and Vestry/Mission Council of

__________________________________
(Church Name & City)

We have inspected the statement of financial position of ___________________________
									(Church Name & City)
as of December 31, ______ and the related statement of activities and cash flows for the year then ended.

Our inspection was made in accordance with the audit program as authorized by the Finance Committee of the

Diocese of Southern Ohio and accordingly includes the audit procedures as prescribed in said program.  In our

opinion, the financial position of ______________________________ and the results of its operations for the
					(Church Name)
year then ended are presented fairly as reported on the Parochial Report and on the accompanying financial 

statements, on a basis consistent with that of the preceding year. Our inspection and certificate are not meant to

be construed as an audit and opinion rendered by a Certified Public Accountant.


Date: ___________		Audit Committee: _____________________________________
				
						______________________________________

						______________________________________


Audit of the Discretionary Fund

To be done by the Sr. Warden.  If no priest, then by the Jr. Warden since the Sr. Warden is signing the checks.

1. Is the checking account in the name of the church? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



2. Is the church’s tax ID number used for the account?	 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



3. Are all contributions written to the parish & deposited in general checking account?  
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



4. Was it set up by Vestry resolution? Is that resolution on file? Does it include signature authority? Is a procedure in place for transactions to be reported to the Treasurer at least monthly? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



5. Have guidelines for appropriate use of the discretionary fund monies been adopted by the vestry? Have any of the expenditures exceeded this authority?	 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



6. Is the discretionary account free of operating fund activity, or if there was operating fund activity in the account, was it included in the parochial report? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



7. If the account was used for personal expenses, which the IRS would consider taxable, were these amounts included in the priest’s W-2? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



8. Are any checks written to Rector, member of the parish staff or any of their family members? Has this been reported as income on employee’s W-2? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



9. Is there a procedure in place requiring checks for emergency assistance to be written to a vendor rather than to an individual?  Has this been followed?  If a check was written to an individual did the parish send them a 1099? 
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 



10. Has the discretionary fund account been reconciled monthly and is there a record of who performed that reconciliation?
	Yes
	No
	N/A
	Comments

	 
	 
	 
	 





Priest’s Discretionary Fund Audit Review



I have reviewed the Priest’s Discretionary Fund of  	
(name of the Church)
for the calendar year ______.  The transactions in the Discretionary Fund appear to be
                                (indicate year)
proper and within the context of the purpose of Fund as described in the Title III, Canon

9, Section 6(b)(6) of the National Church’s canons.

 		 Senior Warden

		Date  ____________________



The above statement should be filed with that year’s audit work papers that are kept permanently with the audit at the church and submitted to the diocese with the audit papers.


Parish Insurance Coverage

Audit Committee should review current parish insurance coverage to include: 
(a) limits, 
(b) possible changes requiring increases or decreases in coverage, 
(c) areas of coverage as noted below.

Canon 7: Sec. 1(g) of The Episcopal Church states: “All buildings and their contents shall be kept adequately insured.”

All property is held in trust for the Diocese. 

Minimum insurance guidelines:

COMMERCIAL PACKAGE POLICY, including the following coverage and liability limits:
	Building & Contents
Flood
	
	Included
Included

	Fine Arts
	
	$1,000,000

	Comprehensive General Liability
	Occurrence
	$1,000,000

	
	Aggregate
	$5,000,000

	Medical Payments
	Each person
	$25,000

	Sexual Misconduct Liability
	Occurrence
	$1,000,000

	
	Aggregate
	$2,000,000

	Pastoral Counseling Liability
	Occurrence
	$1,000,000



HIRED & NON- OWNED AUTO LIABILITY		$1,000,000 

FIDELITY CRIME COVERAGE				$50,000

DIRECTORS & OFFICERS (D&O) POLICY
· General Liability					$1,000,000
· Employment Practices Liability			$1,000,000

UMBRELLA POLICY – MINIMUM LIMIT
· Excess over underlying limits	
Occurrence						$1,000,000
Aggregate						$1,000,000

Underlying Umbrella Coverages:	Limit			$1,000,000
CGL, Non-owned Auto, Sexual Misconduct, Pastoral Counseling & Directors, Officers’ & Trustees

WORKERS’ COMPENSATION POLICY
· Employers Liability –				$1,000,000

Coverage under all the above policies with limits as set forth is deemed minimum insurance.


Documents to return to the Finance Office on or before September 1

· Audit Opinion (Required Audit Committee Certificate) page 9
· Audit Recommendations (you can return a copy of this document or type out a report)
· Audit Opinion of the Discretionary Fund (Priest’s Discretionary Fund Audit Review) page 11
· Statement of Financial Position (Balance Sheet of all funds)
· Statement of Activities (YTD Income/Expense)
· If revising your Parochial Report, you must provide your worksheet for the revision along with the new Parochial Report, page 3.

Please email (in pdf format) the documents to Susan Byrnside in the Finance Office at sbyrnside@diosohio.org. 
There is no need to mail your documents to the finance office.



Diocese of Southern Ohio
Finance Office
Attn: Audits
412 Sycamore Street
Cincinnati, OH  45202
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