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Handling Cash Funds

General Principles

➢No individual should handle the congregation’s income alone.

➢No substantive amounts of cash should be kept at the church.

➢Contributions are always confidential.

➢All cash transactions should be properly recorded and verifiable.

➢Financial reports should include all funds, accounts and investments 

of all organizations/groups.  No information should be withheld.  These 

reports should be reviewed by Council on a monthly basis.



Handling Cash Funds
Income

➢TWO people should take the offering plates to a room for counting or placement 
in a safe.

➢Offering envelopes are opened by at least TWO people, verifying amount and 
donor’s name.

➢Balances between envelope totals and cash totals are reconciled.

➢A summary report is prepared and initialed by the counters (at least TWO!)

➢Deposit slip is prepared, copies of the summary report and deposit slip given to 
the treasurer and financial secretary, and deposit is made.



COUNTERS MUST BE ADEQUATELY TRAINED!!!

➢They must be familiar with the counting slip/summary report, know the funds a 
congregation maintains, and understand that cash and envelopes must balance.

➢Counters should be rotated periodically.  The congregation should maintain 
a list of all counters and the date they counted.

➢Counters must always maintain confidentiality!





There should be clear segregation 
of  financial duties! 

The people involved in handling income 
should not be involved in handling 

expenditures!



Handling Cash Funds

Expenditures

➢All bills should be approved for payment in writing.

➢All expenditures should be supported by original invoices or receipts.

➢Checks should be prepared by someone other than the person giving approval.

➢Check is signed by an authorized signer – preferably not the Pastor.  Dual signatures are 
recommended.

➢Check number and date are written on the invoice and the check is mailed.

➢The invoice is filed in appropriate manner.

➢Blank checks should never be signed in advance.

➢Preferably, at least three persons should be involved in the process:  1) approver 2) 
check preparer 3) check signer 



Handling Cash Funds

Bank accounts should be reconciled monthly by the treasurer and initialed by 
another authorized person.

“Dormant” accounts should be carefully monitored and preferably closed.

The above suggestions should not be interpreted as a lack of trust in the financial 
officers of a congregation.  Rather, they offer protection for their reputations.  No 
person with this kind of responsibility should be placed in a position where any 
suggestion of mishandling of funds must be defended by the word of one person 
against that of another.  This system is intended to provide verification and support 
of sound practices at every step.  This is important for the church as a trustee of 
“public” funds.



Petty Cash
➢Control should be the responsibility of one designated individual.

➢A small, specific amount of cash just sufficient to meet occasional office needs.

➢Council establishes the dollar amount and appoints the petty cash administrator.

➢When a request for reimbursement is received, the petty cash administrator verifies 
the request is legitimate, collects the receipt and pays out the cash.

➢A Petty cash voucher is completed and signed by the petty cash administrator.

➢At any time, total cash on hand plus receipts must equal the beginning balance.

➢When the petty cash account falls to a predetermined level, the petty cash 
administrator fills out a check request and gives the vouchers to the church treasurer.

➢The church treasurer issues a check payable to petty cash, charging
the appropriate expense for which the petty cash was used.



Petty Cash Voucher

Date _____________   Amount _____________

Paid to: ________________________________

For: ___________________________________

Account Code: __________________________

Petty Cash Administrator Initials: ____________

Benefits

❖ Individuals who cannot wait for a normal check reimbursement (for example 
a postman with a postage-due letter).

❖ Church employees because they don’t have to expend personal funds.
❖ Church treasurer by reducing the number of reimbursement checks that 

need to be issued.



Credit Cards/PayPal
Payments made by credit card or PayPal are subject to the same best practices as any 
other payments, with proper authorization and recording essential.

➢Determine whether a credit card is needed.  
➢Determine who will have custody of the card and who will be responsible for 
accounting for all the charges.  These are not necessarily the same person.  Credit 
card statements should be reconciled by someone other than the card holder.
➢The congregation should have a policy for use of the card.
➢Decide where you will get the card from and understand the terms and conditions 
of the credit card agreement.
➢Monitor the activity to ensure that procedures are being followed.
➢ Personal charges should NEVER be made on the congregation’s 

credit card.
➢The credit card should never be used for cash advances.



Substantiation of Contributions
All congregational members should receive quarterly or annual statements of giving.  
The statement needs to include:

✓the name of the church
✓the date of the contribution 
✓the amount of the contribution
✓a statement to the effect that “any goods or services you may have received in connection 
with this gift were solely intangible religious benefits.”

The IRS requires that a contribution of cash or property of $250 must be substantiated by a 
written receipt.  It must:

✓Identify the donor by name
✓Describe donations of property but not state the value of the property
✓Show separately each individual contribution of $250 or more
✓State whether or not the charitable organization provided any goods or services to the 
donor in exchange for the donation, and if so, include an estimate of the value of those 
goods and services.
✓Contain a statement to the effect that “No good or services were provided to you by the 
church in connection with any contribution, or their value was insignificant or consisted 
entirely of intangible religious benefits” if the church provided no goods or services to the 
donor in exchange for a contribution.



The Audit Committee
➢Appointed by Congregation Council or elected at Congregational Meeting
➢Cannot include the Treasurer or Financial Secretary
➢Examines and reviews ALL financial statements (congregation and auxiliaries)
➢Reports its findings in writing to the Council, including any recommendations

➢Reviews the recording of contributions and other cash receipts, tracing deposits          
from the counter’s reports to bank accounts and donor records.
➢Verifies that expenses have been paid according to best practices procedures 
(proper approval, proper documentation).
➢Reviews bank reconciliations
➢Examines petty cash funds
➢Inspects insurance policies
➢Examines payroll records and ensures that all taxes

have been paid and proper reports have been filed in
a timely manner.





BUDGET

vs.

ACTUAL







New Employee Files
All employee files must include the following items:

➢IRS Form W-4  – Withholding Allowance Certificate
➢IRS Form I-9  – Employment Eligibility Verification
➢State (MI or WI) Withholding Exemption Certificate

MI – W4:  not sent to State unless claiming 10 or more exemptions
W-T4 – must be sent to the State

➢New Hire Reporting Form
MI – Form 3281
WI – Form W-T4 (combined with Withholding exemption form)























Federal Tax Reporting

➢Obtain an Employer Identification Number (9 digit) if you do not have one.
➢Determine the classification of workers:

•Self-employed /Independent Contractor versus Employee
•Tax court used 7 criteria to determine two cases
•Primarily the “degree of control” exercised by the employer

➢Ensure that employee has completed the W-4 with Social Security number 
and number of withholding allowances

➢Compute wages, including gifts and bonuses
➢Calculate and record wages, federal and state income taxes withheld, and   

Social Security and Medicare withheld.

➢Employees and Employers each pay 7.65% of wages (6.2% Soc Sec; 1.45% Med.)

➢IRS Publication 15 contains updated federal income tax tables for withholding.

Lay Employees



Federal Tax Reporting – Lay Employees

➢Deposit withheld payroll taxes according to IRS status (monthly, annually, etc.)
➢All deposits must be made using the Electronic Federal Tax Payment System 

(EFTPS)
➢File IRS Form 941 quarterly – the 941 includes wages for both lay and clergy 

employees
➢Reports are due on the last day of the month following the end of the calendar 

quarter

➢NOTE:  Form 944 replaces Form 941 for some eligible small employers.  It is 
filed annually, usually along with the payroll taxes.  DO NOT file Form 944 unless 
the IRS has sent you a notice telling you to file it.

➢At year end, prepare a W-2 for each employee and a W-3 for the Social 
Security Administration.  Employees must receive their W-2 by January 31.













Section 403(b) Plans
➢Tax-sheltered annuity or retirement account for certain church employees 

and other tax-exempt organizations
➢Employees do not pay income tax until they make withdrawals
➢Employees do pay Social Security and Medicare taxes

➢Contributions to an employee’s 403(b) plan are reported on Form W-2 Box 12 
with Code E



Federal Payroll Tax Reporting-Clergy

➢Ensure the Pastor has completed Form W-4 – to provide
a social security number and address.

➢Ordained ministers have “dual status treatment” by the IRS. 
They are considered employees for income tax purposes, but
self-employed for Social Security and Medicare purposes.

➢However, ordained ministers are exempt from income tax 
withholding.

➢What Does This Mean??



Federal Payroll Tax Reporting-Clergy

Social Security and Medicare

By law, the church cannot withhold Social Security and Medicare, nor 
reimburse for these taxes.  However, they can give a taxable allowance to 
help offset the taxes.  Usually it is 7.65% of cash salary plus housing 
allowance or parsonage value (furnishing allowance and housing equity are 
also added in, if part of the salary package).

Since the church cannot pay Social Security or Medicare taxes for the 
pastor, Form W-2 boxes 3, 4, 5, and 6 should be left blank.  The Social 
Security Allowance paid to the pastor is added into Income 
in Box 1 (and is also reported on Form 941, line 2 “Wages”).



Federal Payroll Tax Reporting-Clergy

NOTE:  This does not mean the Pastor does not pay Social 
Security taxes.  Clergy are subject to SECA taxes (Self-
Employment Contributions Act).

Therefore, clergy should always budget for these taxes even 
though they are not taken out of the paycheck.  

We strongly advise all clergy to seek out an accountant who 
is familiar with clergy taxes to set up a schedule of 
payments for all taxes.



Federal Payroll Tax Reporting-Clergy

Income Tax

By law, a pastor’s wages are exempt from income tax withholding.  Therefore, 
the church is not required to withhold income tax from their pastor.  Pastors 
use the estimated tax procedure to pay their federal taxes (which a qualified 
accountant would be able to help them set up…..)

Therefore, Form W-2, Box 2 should be left blank.

However…….
A pastor and congregation may enter into a voluntary withholding agreement. 
The pastor would fill out a W-4, indicating a certain dollar amount they would 
like withheld.  An additional amount sufficient to pay social security taxes can 
also be withheld.  The church reports the entire amount withheld as income 
tax withheld on W-2, Box 2.



Federal Payroll Tax Reporting-Clergy

Housing Allowance

Must be adopted by the council or congregation in writing and must be in 
advance of the calendar year or in advance of a new pastor starting employment.  
The housing allowance is NEVER retroactive.  However, it can be changed at any time 
in the year for the remainder of the year.  Housing allowance is not subject to income 
tax; however it is subject to social security taxes.

For tax reporting purposes, the housing allowance is excluded from income on Form 
941, line 2, and thus Form W-2, box 1. 

While not required by law to report the housing allowance, it is recommended that it 
be noted in Form W-2 box 14 and identified as “Housing Allowance”.  Alternately, the 
church can provide a statement to the pastor on church letterhead indicating the 
housing allowance for the year. 



Federal Payroll Tax Reporting-Clergy

Parsonage

➢A minister may exclude from income the fair rental value, including utilities,     
for income tax purposes (when filing their personal taxes), but not for 
SECA taxes.

➢The amount is not deducted from income; it is just not reported as additional 
income as would be the case for non-clergy





Accountable Reimbursement Plan

➢Generally, reimbursements are considered taxable income unless made under an 
accountable plan.

➢Must have a business connection
➢Must account to employer with 60 days
➢Any excess reimbursement must be repaid within 120 days

➢In addition, reimbursements must come out of the employer’s funds 
and not by reducing salary.

➢The employee  reports to the church, not the IRS.  Reimbursements are not 
reported as taxable income and  the employee does not claim any deduction.

➢If the church reimburses the employee but the arrangement does not satisfy the 
three requirements above, the amount paid is considered income.

➢Travel , Continuing Education, and Book expenses paid through an accountable 
plan can greatly benefit the pastor with significant tax savings.



Business Mileage
There are three classes of mileage:

+Personal +Business +Commuting

➢ Commuting: the trip from home to the regular place of business, 
i.e. the church

➢ Business:  the trip from the church to the hospital to a meeting 
and back to church.  Can also be mileage to a temporary location, 
for instance, a trip from the pastor’s home to the Synod office 
could be considered business mileage.  

➢ There are several interpretations to the definition of business 
mileage.  Pastors and treasurers should use reason, since there 
are some gray areas (Richard Goodlin, CPA



Flexible Spending Accounts

➢ Usually funded through voluntary salary reduction agreement.  In our 
context, the FSA will usually be through Portico Benefit Services.

➢ The amount of the FSA is not included in an employee’s reportable 
compensation and no payroll taxes are deducted from the amount of 
the FSA.  It is not reported on the W-2.

➢ “Use it or lose it” plans, meaning that unused amounts cannot be 
carried over to the next year (a short grace period is usually 
extended).  The IRS has extended the grace period due to the 
pandemic for 2020 and 2021.

➢ For 2021, salary reduction contributions can’t be more than 
$2,750/year.    



Moving Expenses
Under 2018 tax reform legislation, employers must include ALL moving 
expenses in employee’s wages for years 2018-2025.  

Any amounts paid either to the pastor or directly to a moving company or 
another third party must be included in taxable wages and are subject to SECA 
and income tax withholding.

There is an exception for active duty members of the 
United States Armed Services who move pursuant to
a military order.



Interim Pastors
➢We currently have several different types of Interim Pastor positions, with varying 
degrees of time spent in a congregation and therefore varying reimbursement. 

➢If the Interim also provides pulpit supply, synod guidelines should be followed.

➢The Interim Pastor receives a W-2 and his or her wages should be included on
Form 941 Box 2.

➢Because the Interim is an ordained minister, no Social Security, Medicare or income 
tax should be withheld from wages.

➢Mileage reimbursements are not included as income as long as they have been 
reimbursed using an accountable plan, providing proper documentation:  date, place, 
miles driven, business purpose.



Pulpit Supply
➢Synod Compensation Guidelines state:

➢$125 for one service
➢$35 for each additional service
➢Mileage reimbursed at IRS rate (2021- 56 cents

per mile)
➢Worship leaders should be paid on the day of the

service.

Form 1099-NEC should be issued to anyone receiving a total of $600 
or more in pulpit supply reimbursement in the calendar year (with 
the exception of an interim pastor who will receive a W-2).

➢Do not include mileage reimbursements in this calculation.
➢Pulpit supply reimbursements are not included on Form 941.



Form 1099-NEC
➢In 2020, Form 1099-NEC replaced Form 1099-MISC for reporting non-
employee compensation over $600.  Form 1099-NEC is most commonly used for 
Independent contractors.  For congregations, this will typically apply to pulpit 
supply, lawncare and maintenance workers.  

➢Use IRS Form W-9 to obtain the recipient’s name, address and Social Security 
number.
➢Report non-employee compensation in Box 1.
➢File Copy A with the IRS by February 28 using Form 1096
➢Provide Copy B and Copy 2 to the recipient by January 31.
➢Keep Copy C for your records
➢Copy 1 is for the State Tax Department

The church need not provide a 1099-NEC to a corporation or to a person 
who will be receiving a W-2 for services rendered.





State Income Tax Withholding

MICHIGAN
➢Congregations must withhold state income tax from compensation paid 

to lay employees.  
➢Do not withhold state tax from the pastor’s compensation!
➢Current withholding rate is 4.25%
➢Filing frequency is based on your tax liability.

➢Sign up at Michigan Treasury Online (MTO) to pay taxes online.  
➢File state copies of W-2’s and 1099’s by January 31,

except 1099-MISC by February 28.
➢File Form 165 – Annual Return for Sales, Use and 

Withholding by Feb. 28



State Income Tax Withholding

WISCONSIN
➢Withholding tax rates are available in Publication W-166:  Wisconsin 
Employer’s Withholding Tax Guide at www.revenue.wi.gov
➢If your tax deposits total $300 or more in the prior year, you must file 
electronically
➢The Annual reconciliation (WT-7) must also be filed electronically

BUT…….
➢If filing electronically causes an “undue hardship”, you may request a waiver 
by filing Form EFT-102.

http://www.revenue.wi.gov/


Federal Unemployment Tax (FUTA)
Churches are not liable for FUTA taxes.

Worker’s Compensation Insurance
Churches are not exempt!

Michigan:  If a congregation employs one or more workers for 35 hours or more 
per week for 13 or more weeks, they must have

Worker’s Compensation Insurance.
Wisconsin:  Employers with three or more full or part-time employees 

must carry coverage.







Designated Gifts: 
World Hunger ............................................................ $ ______________ 
Lutheran World Relief ................................................ $ ______________ 
ELCA Domestic Disaster Funds ................................... $ ______________ 
ELCA International Disaster Funds ............................. $ ______________ 
World Missionary Support ......................................... $ ______________ 

Name of Missionary: 
_______________________________________ 

Fortune Lake Lutheran Camp...................................... $ ______________ 
Lutheran Campus Ministry........................................... $ ______________ 

Location________________________________ 
NGLS Mission Outreach ............................................ $ ______________ 
Seminarian Support ................................................... $ ______________ 
Companion Synod Support ....................................... $ ______________ 
Name of Ministry Support: 

_______________________________________ 
Other ......................................................................... $ ______________ 

_______________________________________ 



CHECK # ______________________ TOTAL REMITTANCE $________________ 

Prepared by: _________________Title:__________________ Phone #:____________ 

INSTRUCTIONS: 
Send the white and yellow copies of this form with your check. 
Keep the pink copy for your records. Your canceled check is your receipt. 

Download this form at www.nglsynod.org/stewardship



Closing Dates
Please note these dates:

JANUARY11, 2021 Last Day for Checks to Arrive in Synod
Office so that 2020 benevolence gifts
can be credited to 2020 giving.

FEBRUARY 10, 2021  Last day for Checks to Arrive in Synod
Office so that January 2021 giving can
be credited to Synod fiscal year.







Statement of Intent

2021 Mission Support Commitment
to the Evangelical Lutheran Church in America and the Northern Great Lakes Synod

_________________________________________________________________________

Emanuel Lutheran Church

Skandia

NGLS #8160

Your Recommended Goal for Mission Support in 2021 is $8,050.

We plan to give $ ______________ in 2021.

We plan to give ______% of our congregational income as our proportionate share toward the ministry of our 

church on a synodical and worldwide level through benevolence contributions to the Northern Great lakes Synod 

and the Evangelical Lutheran Church in America.

For purposes of budgeting at the synodical and churchwide level, this figure should not include any projections for 

special contributions such as world hunger, missionary sponsorship, or any other special appeals.

_____________________________________ __________________________________ _________

Congregational Officer Pastor Date

Please return to the Synod Office by January 31, 2021 – Thank You!



Records Retention
➢Permanent Records

➢Keep “forever” preferably

➢in a fireproof safe

➢Including parish register, 

charter, constitution, deeds, 

minutes of meetings



Records Retention
➢Legal Records

➢Corporation reports 

➢Current service or   

employment contracts

➢Policy documents

➢Personnel handbooks



Records Retention
➢Financial Records

➢The IRS mandates the following be kept for 4 years and suggests for 

administrative purposes keeping them for 7 years:

➢Cancelled checks or copies of cancelled checks

➢Bank reconciliations

➢Records of investments

➢Payroll records, including W-2, W-4, Form 941 and state reports

➢Record of member giving

➢Cash receipts journal

NOTE:  When destroying records at the end of the appropriate time period, 

make sure to shred documents that include social security numbers.



Records Retention
➢Financial Records

➢General Invoices:  Shred after 3 years

➢Offering Envelopes:  Retain current year and one previous year

➢Congregational Statistics

➢Forms A & C
The ELCA recommends keeping them for 2 years.  For historical 

purposes, you may want to keep them permanently.



Records Retention
➢Personnel Files

➢Place biographical information and career history for staff in the archives.     

➢Retain for 50 years after completion of service information that attests to an 

employees fitness to fulfill a service.

➢Information pertaining to a worker’s compensation claim should be retained 

until the matter is resolved.

➢Information pertaining to a possible claim or lawsuit involving an employees 

conduct or duties should be retained in the synod office or regional archives for 

50 years after completion of service.

➢Note:  Right to privacy laws dictate employee files must be held in confidence 

and should be locked.  Employees may ask to review their file at any time.



Thank You
for attending

Faithful Finances!

God bless you in this 

important ministry!


