DIOCESE OF KALAMAZOO
PARISH FINANCIAL POLICIES & PROCEDURES
EFFECTIVE AS OF JULY 1, 2007

This policy documents the requirements that parishes of the Diocese of Kalamazoo are
required to observe in regards to Finance Councils, Parish Councils, financial reporting and
budgeting, parish transactions greater than $10,000, restricted funds, internal controls and
personnel administration. (See Canon 1276)

Finance Councils:

P

5.

A parish is required to have a finance council. (Canon 537)

The finance council is to meet at a minimum on a quarterly basis.

Each finance council meeting is to have a formal agenda and the recording of minutes.
Each finance council member is to be named initially to a three year term. This term is
renewable based on member interest and pastor approval.

One member of the finance council should be identified as head of the finance council.

Parish Councils:

P

A parish is required to have a parish council. (Canon 536)

The parish council is to meet at least two times a year.

Each parish council meeting is to have a formal agenda and the recording of minutes.
Parish council members should have initial three year terms. Renewal of membership
is at the discretion of the member and the pastor.

New members should be chosen after a parish invitation has been made to fill an open
position.

One member of the finance council should be on the parish council and present an
update of parish finances at parish council meetings.



Financial Reporting and Budgeting:

1.

2.

The parish is required to utilize the diocesan chart of accounts and annual report
format.

If a common software platform is chosen for accounting and/or census processing by
the Office of the Bishop, the parish is required to implement the standardized
programs.

The parish is required to submit to the Diocesan Finance Officer, a quarterly financial
statement. This report is to be signed by the pastor and at least two finance council
members.

The parish is required to submit to the Diocesan Finance Officer the annual financial
report by August 1 for the preceding fiscal year ended June 30. This report is to be
discussed at a finance council meeting and signed by all members of the finance
council and the pastor.

The parish is required to submit the annual parish financial disclosure statement along
with the annual financial report.

The parish is to submit to the Diocesan Finance Officer a back up of their automated
accounting records on a yearly basis or upon request.

The parish is required to submit a balanced budget to the Diocesan Finance Officer by
June 15, prior to the start of the new fiscal year July 1. This report is to be signed by all
finance council members and the pastor. Any budget that is balanced with the use of
reserve funds requires the approval of the Diocesan Finance Officer. (Canon 1287,1)
Monthly financial statements are to be created by the parish. The final step of the
monthly accounting process is the reconciliation of all bank and investment accounts.
The reconciliation is to be reviewed and approved by a member of the finance council.
The budgeted amount of subsidy to a school cannot exceed 50% of the parish offertory
budgeted amount without prior approval of the Diocesan Finance Officer and the
Office of Schools.

10.The budgeted amount of school subsidy cannot be decreased by more than 10% from

the prior fiscal year without prior approval of the Office of Schools and the Diocesan
Finance Officer.

11.The total offertory from the prior week is to be published in the bulletin on a weekly

basis.

12.At least on a yearly basis, a summary of the parish finances is to be presented to the

parishioners and inserted in the bulletin. This report should compare the actual totals
versus the budgeted amount for the year to date period reported. (Canon 1287,2)



Parish Transactions:

1.

8.

9.

Any financial transaction by a parish whether it be a purchase, a sale, new
construction, or a repair / remodel that in total equals or is greater than $10,000,
requires written permission from the Office of the Bishop prior to the start of that
transaction. The $10,000 amount also represents the total cost of a project.

If the $10,000 transaction in question is not an already approved budgeted item, the
transaction is required to be presented to the parish finance council prior to requesting
permission from the Office of the Bishop.

Any unbudgeted transaction more than $5,000 but less than $10,000 must be presented
to the parish financial council prior to starting the transaction.

Any renovation of any existing building on the parish grounds that involves structure
changes such as moving or the elimination of an existing wall requires prior written
permission from the Office of the Bishop.

Any purchase, repair/remodel or new construction totaling $10,000 or more will
require three bids and the final contract will need to be reviewed and approved by the
diocesan legal representative through the coordination of the diocesan finance officer.
Any renovation project or purchase of statues or artwork for use inside of the church
requires coordination with the Office of the Bishop through the Office of Worship
prior to purchase or initiation of the project.

All renovation or new construction of any building on the parish grounds requires prior
written approval of the Office of the Bishop and compliance with the construction
policy.

Any capital campaign initiated by the parish or its school requires prior written
approval of the Office of the Bishop.

A parish may not enter into a loan with any financial institution. All parish loans are to
be transacted through the use of the Diocesan Deposit and Loan Program.

10.All construction or renovation projects must comply with the diocesan cash on hand

policy in force at the time the project is to start.



Restricted Funds:

1.

If the parish receives a gift or bequest that specifically identifies or restricts its use, the
proceeds of the gift or bequest should be deposited into a separate bank account.
(Canon 1267,3) Restricted funds should not be commingled with the daily operating
account. (It is highly recommended that restricted funds should be deposited into the
Diocesan Deposit & Loan Fund.)

If the gift is an endowment, restricted gift or a trust created for the benefit of a school,
a separate policy is required to be established to govern the use of those funds. This
policy is to be created in conjunction with the Diocesan Office of Schools.

A current financial status of all restricted funds should be available at all times.

A parish is required to notify the Office of the Bishop in writing of any restricted gift
received by a parish that is $10,000 or more.

Any restricted gift which is refused by the parish requires the written notification to the
Office of the Bishop. (Canon 1267,2)

Any acceptance or refusal of a restricted gift is to be discussed at the first opportune
finance council meeting and documented in the minutes of the meeting.



Parish internal accounting controls:

1.

2.
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The pastor is to be a signer on all bank accounts of the parish. The parish bookkeeper
or business manager cannot be signers on the parish bank accounts.

All bank statements are to be received by the pastor unopened. The pastor is then to
open and initial the bank statement and then forward it to the applicable employee.

A monthly bank reconciliation is to be completed for each account owned by the
parish. Each bank reconciliation should be reviewed and approved by a member of the
finance council.

Proper security should be used to protect the weekly offertory. The collection is to be
in a locked location until the counting process is to be started. Rotating teams of at
least two counters should complete this task. The pastor and accounting staff cannot be
involved with the counting of the weekly offertory. A detailed log of checks and a tally
of loose cash should be tabulated. A standard form is to be used and initialed by the
counters. (A form is available from the diocesan business office web site.)

Parishioner envelope totals should be entered into the contribution system on a weekly
basis. The system total is to be reconciled to the amount deposited to the bank. All
parishioners are to receive a year end summary of their contribution total. The parish
contribution system is to include an envelope number for the total for loose cash and
change collected on a weekly basis.

All invoices that are to be paid should be presented with payables checks when they
are to be signed by the pastor. The invoices are to be marked paid and filed and be
available for document review.

The use of a signature stamp is to be restricted to only the person whose signature
appears on the stamp.

The use of a parish credit / debit card is to be limited in scope and use.

The use of manually hand written checks is to be discouraged. All manually
handwritten checks are to be reviewed in the bank reconciliation process by a member
of the finance council.



Personnel administration:
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9.

All employees are to have a permanent personnel folder which is in a locked location.
An employee application is to be filled out and permanently retained on all new hires.
A W-4 and an 1-9 are required to be on file for all new hires. The unit is also required
to complete and mail the State New Hire Form.

All employees need to attend a Protecting God’s Children Training Session within
three months of hire.

All new hires are to have a criminal background check.

All employees should receive a letter upon hire, stating the salary or hourly wage. The
letter should also identify the hours of work per week. If the employment agreement
already has an identified end date, that date is to be identified in the letter. The letter
must also identify what benefit levels the employee receives.

On a yearly basis on July 1%, the employee should receive an updated letter identifying
their work hours and wage amount. The level of benefits should also be updated.

If an employee resigns or is terminated, it is required that a written document is
prepared and filed in the personnel file. Also, upon employee termination, it is required
that the unit complete and mail to MCC the Unemployment Employee Claims
Information form.

All parishes are required to comply with MCC guidelines requiring the quarterly
reporting of wages of all employees.

10.The offering of all employee benefit programs are to be the same for all employees in a

unit.

11.All employees are to be identified as full or part time. Part time employees, those

working less than 20 hours a week on a permanent basis are not entitled to benefit
programs administered through MCC.

12.All employees hired at a unit are to be paid through the payroll process and receive a

W?2 at the end of the calendar year.

13.Per IRS regulations, all clergy are self employed contractors. The parish cannot pay

any social security taxes on their behalf.

14. A person contracted to perform tasks at a parish is to receive a 1099 by January 31, if

the total received by that person in a calendar year exceeds $600.



