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FINANCIAL
CONTROLS
Safeguarding funds protects
the church’s ability to minister

The business component of the church supports the ministries of
the church. Follow a strong set of financial controls to help keep
your church’s finances—and ministry efforts—secure.
At a church in the Midwest, church leaders grew concerned with the amount of
money being spent on repairs to the ministry’s computers and projection system.
A closer investigation revealed that the church treasurer had written 13 checks to
herself, all supposedly to pay for the technology fixes. By the time she was discovered, the treasurer had pocketed $60,000 in “repair” money. She also broke
something far more difficult to repair than any piece of equipment: trust.
“When people put their money into the offering plate, they trust that it’s going to
ministry,” says Matt Hirschy, vice president and treasurer at Brotherhood Mutual.
“Fraud is a violation of that trust, and the ripple effect can be devastating.”

Financial Controls (continued)
Whether in secular business or the church, fraud may
not be obvious, but it happens. According to the Status
of Global Mission report from the Center for the Study of
Global Christianity, churches worldwide will lose an estimated $37 billion to fraudulent activity this year. Fraud
losses are expected to exceed $60 billion per year by 2025.
In addition to draining a church’s bank account, fraud
can damage the ministry’s reputation. Todd Parmenter,
executive pastor of operations at Northwoods Community
Church in Peoria, Illinois, says fraud prevention is a priority
at his church for a host of reasons, not the least of which is
keeping the church’s credibility—and ability to minister—
above reproach.
“I think we all place a high value on protecting the reputation of the church,” Parmenter says. “If something were to
happen, it would diminish not only the trust of our congregation; but it would also diminish our ability to witness, to
have an impact on ministry in the community. Once you
lose that credibility, it’s extremely difficult to get it back.”

Whether in secular business or
the church, fraud may not be
obvious, but it happens.
“Our volunteers understand that the controls are in place for
their own protection,” Parmenter says. “We try to make sure
that [volunteers] are never in a position to have their integrity questioned.”
Hirschy, a longtime church treasurer, suggests churches
consider implementing the following measures:

1. Use a background screening process
Churches are particularly vulnerable to fraud because they
tend to be trusting environments and are often understaffed.
Whether it’s a new attendee or a longtime member, everyone who handles the ministry’s money should undergo a
comprehensive background screening process consisting of:
• A written application.

Maintaining credibility starts with a strong set of financial
controls. A series of checks and balances shows donors
that church leaders are taking reasonable steps to safeguard their contributions. Financial controls also reduce the
chance that someone could get away with stealing from the
church. Additionally, Parmenter notes, these controls can
help protect ministry personnel from honest mistakes and
false allegations.

• A reference check (at least two references).
• A face-to-face interview.
• An annual criminal background check.
During the screening process, ministry leaders should ask
volunteer applicants if they are experiencing financial difficulties. Unexpected medical expenses, the loss of a job, or
even an expensive vehicle repair bill may cause an otherwise
trustworthy person to act in desperation. To avoid false allegations of fraud, it’s best for volunteers to step away from
handling ministry money until they are back on more stable
financial footing.
Immediate family members—and people who work at the
same place during the week—should not work together on
church finances. This policy is designed to make it easier for
volunteers to impartially supervise one other.

2. Protect tithes and offerings
Contacting references is a key step in the screening process.
References can give firsthand accounts of applicants’
character and qualifications.
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At a church in California, one usher served as the lone
money counter, and he took loose bills from the offering
plate to pay for gasoline. By the time he was discovered,
he’d taken more than $10,000.
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PROTECT MINISTRY PLASTIC
Credit and debit cards can make money more
accessible for ministry personnel and thieves
alike. Whether you use cards to make purchases
or receive payments, it’s critical to safeguard
your ministry against fraudulent activity.
When writing checks above a certain amount, it’s a good idea
to require multiple signatures.

“Financial controls don’t just
protect money. They protect the
church’s ability to minister.”
—Matt Hirschy, vice president
finance and treasurer,
Brotherhood Mutual
When the offering is collected, financial controls help ensure
that donations are safely deposited into the ministry’s bank
account. For example, it’s a good idea to:
• Always have at least two people collect the offering.
• Require that at least two people be present when
counting money. Coats, purses, and briefcases should
not be allowed into the counting room.

Churches generally use small-business debit and
credit cards to make purchases. Federal law treats
these cards differently than cards used by individuals.
If a church debit card is hacked or stolen, the Federal
Electronic Fund Transfer Act does not protect the
ministry against unauthorized charges. That means
the church could be on the hook for all charges
thieves rack up on a debit card.
Ministry credit cards receive limited fraud protection
from the federal government. Under the Truth in
Lending Act, the ministry would pay only the first
$50 of fraudulent charges per card, but only if:
1. The church had nine or fewer credit cards linked
to the account.
2. A non-employee made the unauthorized charges.
While federal laws only go so far in fighting fraud,
there’s plenty churches can do to defend themselves.
Consider these suggestions:

• Rotate money counting teams on a regular basis. No
team should count money more than once a month.

• Avoid using debit and credit cards unless they
feature protection against fraudulent charges.
Some cards offer full fraud protection. Check
with your bank to learn about specific terms
and conditions.

• Stamp checks “For Deposit Only” when endorsing them.

• Maintain nine or fewer credit cards per account.

• Deposit offerings into the ministry’s bank account as
soon as possible to avoid keeping cash on the premises.

• Carefully determine who should have access to
the ministry’s debit or credit cards.

• Require that counting records and deposit slips come
from different teams. Reconcile these records with bank
statements regularly.
Temptation can more easily creep in when a small handful
of people is responsible for all aspects of ministry finances.
Separating duties brings an extra level of vigilance that can
help spot errors.
(continued on next page)
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• Use online banking tools or bank statements to
monitor ministry accounts. Call the bank or card
provider immediately to report unauthorized
activity.
Individual states may offer expanded protection
against debit or credit card fraud. Check with a local
attorney for clarification on local laws.
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Financial Controls (continued)

3. Scrutinize payments and disbursements

5. Audit the books

Ministry expenditures deserve the same level of attention
as tithes and offerings. Consider these measures to safeguard ministry payments:

An external audit from a certified public accountant (CPA) is
the best way to get an unbiased look at ministry finances. In
addition to examining financial records, a CPA can find weak
points in the church’s financial controls and suggest ways to
strengthen them.

• Strictly prohibit the use of ministry credit and debit
cards for personal expenses.
• Only reimburse for approved business expenses.
• Require receipts for reimbursement.
• Require dual signatures for bank withdrawals and for
endorsing checks above a certain amount.
• Update bank records regularly to reflect currently
approved check signers.
• Make sure the person who reconciles the bank account
is not the person who writes checks for the church.

4. Safeguard financial data
Thieves may try to alter financial records to cover their
tracks. That’s why financial data must remain secure. Here
are a few suggestions for keeping financial data secure, yet
open to examination:
• Have bank statements sent to more than one
person for review. At least one of the people
should be someone who does not have accounting
responsibilities.
• Avoid storing financial data on personal computers.
Instead, save financial records to on-site computers
or servers and protect them with strong passwords.
Online banking passwords should be changed
frequently and shared only with those who need them.
• Perform regular backups of financial files. If someone
alters financial records, there’s a better chance the
church will have a tamper-free version on file.
“One of the constant challenges we have is keeping things
secure, but making them accessible to the people who need
to use them,” says Jason Lee, IT director at Northwoods
Community Church. “It’s an ongoing tension that we’ll
always have to manage.”

“If people know you audit the books, they’re less likely to
try something,” says Tom Lichtenberger, senior manager of
property claims at Brotherhood Mutual. “And if they do try
something, you can usually catch it more quickly.”
Between audits, church leaders should meet monthly to
analyze financial statements. Irregularities are easier to
spot when leaders have a good feel for the ministry’s
financial pulse.

6. Put it in writing
As with other policies and procedures, financial controls
should be approved by ministry leaders and documented to
minimize confusion. Consult with the ministry’s attorney to
make sure the policies and procedures comply with the laws
in your area.
Once the financial controls are approved, review them with
ministry personnel. You may want to have employees and
volunteers sign a statement saying they understand the policies and will follow them. This will eliminate a plea of ignorance if someone misuses church funds.

FRAMES
BARNA GROUP

Coming January 2014
Short, concise books on important
issues facing Christians today.
Read less. Know more.
Join the free, nationwide webcast
with Frames authors on January
29, 2014.
Sign up at BarnaFRAMES.com
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Online Tithing:
How to Do It Safely
CONSIDER A TRUSTWORTHY VENDOR
If your church accepts donations via the Internet, strong
data security measures are necessary to protect donors and
their gifts.
“Online giving can be done safely,” says Jason Lee, IT
director at Northwoods Community Church in Peoria,
Illinois. “We just have to be wise in the decisions we make
and guard our organizations and our donors appropriately.”
The primary issue to consider is the storage of financial
information. When a church stores its donors’ credit card
numbers or bank information, it becomes responsible for
guarding that information. If someone steals the information
and runs up fraudulent charges, the church could be legally
obligated to pay for the damages. The church also may be
required to notify donors of the data breach, which takes
time and money.
“Ministries take on a substantial amount of risk when
they process and store financial information on their own
computers,” says Brandon Smith, associate attorney at
Brotherhood Mutual. “A loss of this information can create
significant liability.”
There are ways for churches to minimize liability. Lee says
his church pays a third-party vendor to process online
donations, which helps keep sensitive data off the church’s
computers.
When ministries use an outside vendor, they entrust the
vendor with securing their donors’ financial data. Lee
says there are plenty of trustworthy options, from church
management software programs to a myriad of contractors.
What can church leaders do to help find a reputable
partner?
• Look for reviews from the Better Business Bureau.
• Ask for referrals from churches that work with
the vendor.

According to the Evangelical Council for Financial
Accountability, 93 percent of churches offer online giving
through the church’s website.

“Online giving can be done
safely. We just have to be wise
in the decisions we make and
guard our organizations and our
donors appropriately.”
—Jason Lee, IT Director
Northwoods Community Church
Peoria, IL
A secure partner will use Secure Socket Layer (SSL)
encryption, which protects information from online thieves.
When a site has an SSL Certificate, a padlock appears on the
donor’s Internet browser bar, indicating that the transaction
is secure. Vendors should comply with Payment Card
Industry ( PCI) Data Security Standards, a set of guidelines
that help keep financial information secure on the Internet.
Also, it’s important to decide which forms of payment the
church will accept. Some churches choose not to accept
donations via credit card, opting instead for e-checks and
bank drafts, which do not involve debt.

• Check into the company’s data security measures.
• Ask their ministry attorney to review any agreement
before signing it.
Brotherhood Mutual Insurance Company
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IMPACT OF CHURCH FRAUD
WORLDWIDE

Fraud losses
will account

estimated

$37
for
an

billion
This Year
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BOTTOM LINE

That’s enough money to...
Double the number of Bibles
in circulation2
Fund 50,000 individual
missionaries for a year3
Sponsor 1 million children
in poverty overseas for a year4
Plant 1,350 new churches5
Feed the 49 million Americans who
struggle with hunger for a year6

Fraud can destroy a church's ability to minister.
Protect your finances. Protect your ministry.

Status of Global Mission Report, accessed October 29, 2013, http://www.gordonconwell.edu/resources/documents/statusofglobalmission.pdf. 2Lifeway.com, accessed October 30, 2013, http://www.lifeway.com/Product/premium-gift-bible-nlt-tan-brownP005108259. 3Imb.org, accessed October 30, 2013, http://www.imb.org/main/give/page.asp?StoryID=4426&LanguageID=1709. 4Compassion.com, accessed October 30, 2013, http://www.compassion.com/sponsor_a_child/default.htm. 5Christianity
Today’s State of Church Planting in the United States report, accessed October 30, 2013, http://www.christianitytoday.com/assets/10228.pdf. 6FeedingAmerica.org, accessed October 30, 2013, https://secure.feedingamerica.org/site/SPageServer/?pagename=
GiveAMeal&s_onsite_promo=W13XXMNAV
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What if you suspect embezzlement?
If you think someone in your church has embezzled ministry
funds, consider contacting your local police department for
assistance. You should also contact your Brotherhood Mutual
insurance agent, who will put you in touch with a claims
adjuster. An adjuster knows what questions to ask and can
help you begin resolving the problem. Be prepared to take the
following steps:
•Pursue Legal Action. The evidence clearly indicates that
an individual has embezzled church funds, and the police
do not otherwise object, tell the individual that the church
may have to take legal action. The church may want to
show mercy, but that does not necessarily mean that
the theft must be forgiven. Many insurance companies
require you to prosecute for coverage to apply.
•Enlist the help of a certified public accountant (CPA).
A CPA can provide an unbiased perspective and help
your ministry establish firm financial controls to prevent
future losses.
•Consider contracting with a certified fraud examiner
(CFE). These professionals act as a CPA would, but they
also have specialized training in fraud and embezzlement
investigation.
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•Take care of tax obligations. In many cases, embezzled
funds count as taxable income for the person who committed the crime. A CPA can help with this determination.
•Devise a communication strategy. Discuss when, how,
and how much to tell the congregation about the situation.
Improper communication can leave the church open to
accusations of slander or defamation of character. A local
attorney can offer guidance on handling communication in a
legally sound way.

Additional resources
BrotherhoodMutual.com: Visit Brotherhood Mutual’s online
Safety Library for more resources, including the free webinar,
“Church Fraud: Keeping Thieves and Embezzlers Out of
Church Finances.”
ManagingYourChurch.com: This blog, run by Christianity Today,
features reports on issues such as church law, taxes, and finances.
Writers include church law and tax expert Richard Hammar.
ECFA.org: The Evangelical Council for Financial Accountability
(ECFA) is an accrediting agency that helps Christian ministries
earn the public’s trust through adherence to its “Seven Standards
of Responsible Stewardship.”
Brotherhood Mutual Insurance Company

PAYROLL/TAX SERVICE GOING NATIONAL
Tonya Birkey has learned firsthand that churches often need
help with payroll and taxes. Birkey, a MinistryWorks sales
specialist, routinely hears the stories of church administrators
who deal with payroll and taxes in addition to so many
other duties.
To help ease this administrative burden, Brotherhood Mutual
developed MinistryWorks, a payroll processing and tax filing
service for churches and related ministries. Beginning January 1,
MinistryWorks will be available in all 50 states.
“We’re excited to be able to help even more ministries,”
Birkey says.
MinistryWorks provides customized payroll solutions
and tax filing services at an affordable price. At year-end,
MinistryWorks processes W-2 forms and provides tax filing
services. The service also generates an annual report, which
may eliminate the need for churches to complete workers’
compensation audits.
More than 450 churches have already switched to
MinistryWorks. Rick Voiles, school administrator at Central
Baptist Academy in Cincinnati, Ohio, has been a customer since
October 2012.

“We’ve been very pleased with how good the service has been,
the quality of work, and its convenience,” Voiles says. “When I
call with a question, I feel like we’re speaking the same language
when it comes to things like housing allowances, because
they’re used to working with churches.”
Voiles also saved money by switching to MinistryWorks.
The savings have allowed the ministry to make needed building
repairs and upgrades.
“It’s been a wonderful win for us,” he says.
For more information, visit MinistryWorks.com or call
866-215-5540.

What would you DO WITH More?
A. Send a team to Haiti

B. Expand the food pantry

20%

C. Renovate the nursery
D. Other:

MinistryWorks® customers save 20–50 percent over
comparable tax and payroll services. This is how we do
our part, so you can do yours. We can’t wait to see what
you’ll do with more.

Available in all states in January 2014. MinistryWorks, LLC is a subsidiary of
Brotherhood Mutual Insurance Company.

Brotherhood Mutual Insurance Company
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