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PREP'ACE 

The primary aim or function of the church Is 

spiritual* The approach that each denomination uses, or the 

various ideas of religion held, will not be argued or 

presented here* In order to perform the primary aim, the 

church encounters problems of a business nature like any 

other organization* 

The volume of business transacted by all churches Is 

probably as large as that transacted by a combination of 

some of our larger Industrial enterprises* The church. Is 

open to mismanagement like any other organization. If all 

records are not organized properly* 

Very little material has been published on church 

accounting* For this reason the material here presented Is 

based on Interviews, Inspection, and observation of church 

records, and questionnaires* 

Questionnaires sent out by the writer proved to be 

the best source of information on church accounting* The 

cooperation received by the author and the enthusiasm shown 

by prompt and elaborate answers shows the Interest that 

people have In this subject* The response revealed a 

variety of ideas although all were similar In many resi)ects* 

The author is grateful to all who responded with valuable 

information* 



The Information revealed in the questionnaires was 

studied as a whole* Unless a reference applies to a 

particular person or church, the material presented Is a 

conclusion made by the author after study of all 

questionnaires* A copy of the questionnaire and results is 

given in Appendix B. 

Iv 
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CHAFTMi I 

THii PROBLEM, DEFINITIONS, AND PRIKGIPLKS 

The Accounting Problem 

The records of a church serve as a financial history 

of the church, show the status of current financial 

operations, and assist in formulating future programs* The 

management of the church will make more use of the records 

than the laymen but the records must be organized so that 

information can be withdrawn easily for dissemination to the 

laity* The financial records of the church are basic for 

program planning, and for estimating contributions and 

expenditures* The budget is an outgrowth of such use of the 

financial records* Therefore, one objective of church 

records is to help the church leaders in managing the 

financial program. 

Ihe accounting system adopted by a church should be 

simple enough for the average layman to understand it, so 

that he can offer advice to management and can possibly 

serve as a financial officer. In a large church with complex 

operation, consideration should be given to hiring a full or 

part time employee to keep the accounting records* This 

would enable a church to use a more complete accounting 

system and persons other than trained accountants could 

serve as financial officers* 
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The business activities and accounting records of a 

church, like any other organization, should be organized so 

that proper checks and balances will minimize any church 

financial officer's temptation to convert church funds to 

his own use* The plan of the organization should be simple 

and clear so that members can \inderstand the system of checks 

and balances, thus possibly preventing unfounded suspicions 

or accusations* 

In other words, the records should be thorough, 

simple and self-checking* In addition, the records should 

be flexible and they should permit separation of duties* 

The following study will show the general organization 

of the records, i*e*, single entry or double entry type. 

This will be followed by organization and operation of 

records by financial officer* Hie Intent of this approach 

is to show unity of the records and to permit separation of 

duties in keeping the records* The problem of church 

records will be presented so a church may evaluate and 

improve its own system without disrupting its operation. 

Definitions - Church and Financial Officers 

The following definitions are given in order to 

present a clearer ploture of the terms that will be used in 

later chapters. 

Ihe Church: The term church means an organization 

which fulfills the requirements of a corporation* 

file:///inderstand
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A case in early American history which defined and 

recognized a corporation and which gave the corporation the 

category of a legal person was a case that did not involve a 

business corporation but rather a school which was a non

profit organization. Chief Justice John Marshall in writing 

the opinion for the case defined a corporation as follows: 

A corporation is an artificial beings invisible, 
intangible, and existing only in contemplation of law* 
Being the mere creation of law, it possesses only those 
properties which the charter of its creation confers 
upon it, either expressly or as incidental to its very 
existance* These are such as are supposed best calcu
lated to effect the object for which it was created* 
Among the more important are immortality, and if the 
expression may be allowed Individuality of properties 
by which a perpetual succession of many persons are 
considered as the same, and may act as a single 
individual. They enable a corporation to manage Its 
own affairs, and to hold property without the perplexing 
intricacies, the hazardous and endless necessity of 
perpetual conveyances for the purpose of transmitting 
it from hand to hand. It is chiefly for the purpose of 
clothing bodies of men in succession with these 
qualities and capacities that corporations were Invented, 
and are in use* By these means a perpetual succession 
of individuals are capable of acting for the promotion 
of the particular object like one immortal thing*^ 

Through the operations of common law one can conclude that a 

church fulfills the requirements of a corporation* Therefore 

a church organization should incorporate and receive a 

charter under the laws of the state in which it is located. 

This will permit the church to act as a legal person* The 

church has usually been immune to action by the courts 

unless property rights were involved, because in most cases. 

^ Trustees of Dartniouth College v* Woodward, h Wheaton 
636, hL Ed* 629 (1B19). 
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suits, petitions, restraining orders and the like have been 

directed to individuals within a church. Many courts 

probably want to show that they recognize the sanctity of 

the church* But this does not mean that a church is behind 

legal barricade which cannot be trespassed*^ 

Congregation: The term congregation used in this 

study includes the entire church body* It Includes all who 

hold regular membership in the church* The term voting body 

refers only to members of the church who are permitted to 

vote in any regular meeting of the church* 

Church 3oiincil: The term church council means the 

executive ruling board or administrative body of the church* 

This Includes the president, vice president, secretary, 

treasurer, elders, and those to whom partial power is 

delegated such as trustees, etc* In some churches it means 

the board of elders and in others the parish directors. 

Finance Committeej The term finance committee used 

in this study means the elected or appointed group of 

members who are responsible for planning, reviewing, and 

revising the budget* The size of this committee varies from 

three to seven people* The treasurer and financial 

secretary are usually ex-offlclo members of this committee* 

2 For a review of court oases involving churches see 
Appendix A. 
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Financial Secretary: The term, financial secretary, 

means the elected or appointed individual who is responsible 

for all incoming contributions* He is responsible for the 

funds from the time they are contributed until they are 

safely deposited in the bank. He will maintain records of 

all contributions and furnish receipts to the contributors 

for their contributions^ 

Treasurer; The term treasurer means the elected or 

appointed individual who is responsible for all disbursements* 

In a double entry system he will maintain the cash 

disbursements journals and the ledgers. In a single entry 

system, he will maintain a complete record of all 

disbursements and ledger records for cash and liabilities. 

The pastor of the church will serve as an ex-officio 

member of all committees. 

Accounting Terminology 

Budgets A complete structure of estimated 

contributions and expenditures for the coming year. 

Contributions or Offerings! Any money, commodity, or 

real estate contributed to the church. The use of these 

terms in this study will mean money unless otherwise 

indicated. 

Estimated Contributions Receivablei The amount of 

estimated receipts of the church from contributions for the 

year* This term is used primarily in connection with the 

budget* 
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Appropriations: A compiled list of approved 

expenditures for expenses for the coming year* After the 

budget is approved this amount can be expended by the 

treasurer without further authorization, unless limited to 

monthly disbursements* 

Appropriation Expenditure: Ihe amounts paid out for 

expenses against the appropriations* 

Encumbrances: The amount set aside as an obligation 

to prevent over-expenditure of an appropriation* An amount 

is encumbered when an item or service is contracted or 

ordered and which, when delivered or rendered, must be 

paid*5 

Reserve for Encumbrances: The contra account for 

encumbrances*4 

Pledge: An amount w].ich a contributor promises or 

Intends to contribute to the church* 

Envelope System: A prenumbered package of small 

envelopes is given to each contributor* Records are 

maintained by number (and member) to show a complete record 

of each member's contribution*5 

5 Chatters, Carl H. and Irving Tenner, Municipal and 
Governmental Accounting, New York; Prentice-Hall, Inc*, 
Second Edition 1^'J, pp. 6l ff* 

h Ibid* pp. 61 ff. 

5 Stein, Samuel A*, A Guide in Church Finance. 
Columbus, Ohio: The Lutheran Book Concern, l̂ th Edition, 
19Ai9. Pp. li4-2l. 



Surplus: The amount of funds available for 

expenditure at the beginning of the year or a result of 

estimated contributions In excess of appropriations. If a 

surplus does not exist the contra is called deficit. 

Additional terminology will be defined when used. 

The above terminology is not taken from any particular 

source but is a result of their use by churches and by use 

in systems which the author Installed> 

Basic Principles 

In order that an accounting system can fulfill its 

purposes, certain basic principles should be adhered to* 

These principles permit flexibility in the accounting 

practices but at the same time tend to prevent distorted, 

improper, or inconsistent results* Some of these principles 

are discussed below* 

Consistency: Even though all accounting practices 

are not adhered to in an accounting system, if accounting 

principles are consistently applied the system can fulfill 

its purpose*^ This is true in a system which uses a budget* 

Budgets are formulated on the basis of historical 

expenditures and a change in the accounting methods from 

year to year will result in confusion and Improper budgetary 

planning. 

6 Newlove, George H*, Smith and White, Intermediate 
Accounting. D* C* Heath & Co., Boston, Mass,, 19i|y* 
Pp« 79-«0. 
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In order to maintain consistency, the church should 

establish the records so changes will not be required each 

time the financial officers are changed* A church should 

attempt to elect or appoint financial officers who have a 

basic knowledge of accounting or should hire a bookkeeper 

who can keep the records in a consistent manner* 

Expansion: An accounting system for any organization 

should be designed so the system can be expanded or reduced 

in order to meet the changing needs of the time* This 

principle will not violate the principle of consistency if 

expansion or reduction in the system will not disrupt its 

operation or require complete revision of the records* One 

example is that while a building program is in effect, 

another fund should be added to the records* After 

completion of the program, the fund can be dropped* This 

practice will provide necessary detail, sufficient records 

and will not Interrupt the accounting cycle in the general 

fund. 

Internal Control: Accountants have adopted a term 

internal control or Internal check to describe the principle 

of separation of duties and checks and balances. The term 

is applied to the system which provides for a division of 

duties in such a way that the work of one person will check 

on the work of the other.^ An example would be the financial 

7 Paton, W* A*, Accountants Handbook, New York, The 
Ronald Press Company, iV^ P* 1197» 
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secretary receiving the funds, the treasurer disbursing them 

and the difference being accounted for on deposit* One 

person should never have control of funds that are not 

accounted for. If internal control exists, proper use of 

funds is assured unless there is collusion between two or 

more financial officers. 

Publicity: The reporting function can be greatly 

hindered or helped by the system of records* The number and 

type of reports to be made should be determined and the 

records established so the Information will be readily 

available when the reports are to be Issued. 

The contributors are entitled to know how their 

contributions were used. The idea that "A program without 

publicity is dead," is very true when applied to churches. 

Proper publicity can create much goodwill which might 

otherwise be lost* Some church leaders believe that 

contributors will tithe or give certain amounts regardless 

of publicity* In cases studied where drives were publicized, 

the program received better support* 

Some church bodies establish regional report systems 

which show the contribution receipts of all churches in the 

area* This provides a means of one church comparing itself 

with other churches of like size and resources* One type of 

report studied shows a breakdown of all churches in the area 

with contributions divided into purposes for which the 
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contribution was made and the average per member*" 

Auditing: The survey on which this study is based 

revealed that many churches are having their records audited 

at regular Intervals. All churches should have their 

accounts audited at regular Intervals and each time a 

financial officer is changed. 

One particular advantage that is overlooked, in too 

many cases, is that an audit is not primarily to see that 

all money is accounted for, but rather that an outside 

independant auditor can give constructive criticism of the 

system* In the event that members of the church do the 

auditing, they should perform a system survey in conjunction 

with the verification of funds and expenditures. If the 

system survey shows proper internal control, a detailed 

verification of accounts will not be necessary* 

In order to audit church records properly, a standard 

accounting system should be used* A standard accounting 

system is one of the aims of this study* 

For an example of an audit certificate for church 

funds, see Chapter VIII. 

Safeguards: The survey made by the author revealed 

that many churches bond the officers that have access to the 

funds of the church. Another safeguard worthy of mention is 

8 The Lutheran Witness* Part II* The Texas Messenger* 
St. Louis, Mo., Concordia Publishing House, iviarch 20, 1951» 
Pp* 9-12. 
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the authorization of only one person, usually the treasurer, 

to sign checks for the church. Many churches use armed 

couriers to carry collections to the banks if the 

collections are large* The methods of handling cash should 

never be publicized and should be changed at irregular 

intervals* Uncounted cash should never be under the control 

of one person* All cash should be kept in a bank* 



CHAPTER II 

ACCOUNTING RECORDS 

Types of Records 

Studies made of various churches showed a wide range 

of practices in designing church records. The types of 

records used, ranged from complete double entry systems to 

loose cash boxes with a complete absence of records. The 

types of records kept by churches did not parallel the size 

of the churches. The survey and personal interviews made by 

the author, indicated that the improper records maintained 

by some churches Is not always attributable to the lack of 

able personnel but rather the lack of interest. Needless to 

say, this situation results in expensive church operation. 

The business aspects of a church can be compared with 

a municipality or governmental organization. The basic 

principles of the business activities are somewhat the same* 

The system of municipal accounting cannot be used in entirety 

because the receipts are of a different nature and are more 

varied for churches than for governmental organizations. 

Among the better accounting systems used, the 

principles of double entry bookkeeping are generally 

followed. Many times the system has to be modified so the 

average church member can serve as a financial officer even 

though he is not a trained accountant. Some church bodies 
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sell uniform record systems through their publishing houses 

so uniformity of their churches' accounting records will 

exist. A form used by the Lutheran Church, Missouri Synod 

is given in figures 1 and 2* 

The following descriptions are of the types of records 

used and the desirable and undesirable features of each. 

Double Entry: The system as used by some churches is 

patterned from the accounting systems used by governmental 

units. The double entry system is used by many churches 

whose collections and/or disbursements are in excess of 

$200,000 per year. Ĥiis system permits a complete check and 

balance system yet allows separation of activities without 

loss of control. It is preferrable for the church to acquire 

the services of one or more hired employees who are trained 

in accounting for best results. If the volume of work is 

not large enough to justify a hired employee, it is necessary 

to have trained accountants among the laity to perform these 

services. The undesirable feature is that many financial 

officers, who are accountants, complain that they are more 

or less heir to a lifetime appointment unless other 

accountants are available. 

Single Entry (tied to budget): The single entry 

system as used by many churches is in reality a form of 

double entry bookkeeping but is not a complete ledger 

record. It seems to be the most popular of all accounting 
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ayetems. The reason for the syetem being so popular is 

probably due to its simplicity and the division of duties 

that it permits. The system works in the following manner, 

A separate record is kept for all receipts of the church. 

The amount of estimated receipts although considered in 

framing the budget, is not entered in the records unless 

desired. The budget and cash disbursements record is 

somewhat the same as in the double entry system except that 

the budget appropriation is noted at the head of each column 

and the expenditures are listed in a column xinder it. The 

single entry system, with the exception of a lack of part of 

the ledger, is about the same as a double entry system. For 

the average church this system is probably the most easily 

adaptable for use and most readily understood. 

Other Systems: The other systems used by churches 

which were studied are lacking in many features of a good 

system of accounts. Some systems list expenditures by type 

for the purpose of making the next year's budget without any 

reference to purpose or planning. Some records consist of a 

check book stub record only. There are cases where all 

receipts are kept in a cash box and various members have 

access to the cash and no record is kept. These systems are 

undesirable. 

The discussions on the systems described above are 

merely given to acquaint the reader with the general 

\ 
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construction of the systems. The detailed aspects and 

operations of each phase of the accounting system will be 

discussed in the following chapters. 

Accounting Books - Single Entry 

The accounting books required by the church will 

depend upon the type of system installed. If the single 

entry type record is used, the necessary records will be: 

Contributors Records: A ledger that has sheets for 

each contributor. Contributions will be recorded as they 

are made by each contributor. Some of the forms are 

designed so a quarterly statement can be torn off and sent 

to each contributor. An example of a quarterly statement is 

given in Chapter IV. 

Cash Receipts Record: A complete record of all funds 

received by the church which are kept by the financial 

secretary. These records should show the estimated contri

butions, deposits, and contribution by type such as envelope 

contributioHy loose offering, and any other contributions 

(with dates). The bank reconciliation should be kept with 

the cash receipts records. 

Cash Disliursements Journal: A complete record of all 

appropriations, disbursements and encumbrances incurred by 

the church which are maintained by the treasurer. A record 

of this type is described in Chapter V. 

Ledgers: General ledgers will not be used under the 
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single entry system. However, it will be necessary to 

maintain a partial ledger for certain accounts such as cash 

and liability accounts. These accounts will serve as memo 

accounts rather than regular accounts. 

Accounting Books - Double Entry 

If the double entry system is used the following 

books of account should be maintained: (Separate set for 

each fund.) 

Q-eneral Ledger: The permanent record of all 

transactions. The ledger should have a ledger sheet for 

each account used. All Journals should be summarized and 

posted to the ledger at the close of each month or each 

quarter. 

Subsidiary Ledgers: Control accounts and subsidiary 

ledgers should be used in records which have many transac

tions so that duties can be more easily divided. Control 

accounts should be maintained for appropriations, 

appropriation expenditures, encumbrances, and contributions. 

A control account in the general ledger should be maintained 

for each subsidiary ledger. V/hen a subsidiary ledger is 

used each ledger will have a separate sheet for each account 

under that control account. 

General Journal: A record of all entries that are 

not of a oash receipts or cash disbursements type. Examples 

of this would be the budget entries and opening and closing 

entries. 
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Cash Receipts Journal! This record which is maintained 

by the financial secretary, should provide a means for 

recording all contributions and Incoming funds. The Journal 

should show the contribution by type and source* 

Individual Contribution Record; This record is the 

same as that described under single entry except it will 

have a balancing account in the oash receipts Journal* 

Cash Disbursements Journalt All cash disbursements, 

regardless of type will be recorded In this Journal. This 

record will be maintained by the treasurer* 

Encumbrance Journali In order to provide a record o£ 

all obligations of a church, an encumbrance Journal must be 

maintained* An encumbrance record will insure against 

over-obligation and/or over-expenditure of appropriations. 

This record is maintained by the treasurer* 

Pledge Recordt If a complete pledge system Is used 

it will be necessary to maintain a pledge record. The 

record will be kept in connection with the envelope record* 

Examples of and use of the foregoing records will be 

studied further in the following chapters* 

Initial and Non-budget Bntries 

The first entry in the bookkeeping cycle is the entry 

to record all resources^ liabilities, and surplus from the 

previous i>eriod* ^e general fund will always have fxinds 

available or a deficit at the beginning of the period* 
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The items that are included in the initial entry will 

be oash, accounts receivables, due from other funds, advance 

payments, accounts payable, due to other funds, surplus, etc. 

If encumbrances were recorded in the previous period, these 

should be transferred to the current year in the form of a 

surplus reserve. This will permit closing the previous 

year's records at the close of the year. All payments made 

for these obligations will be charged directly against the 

surplus reserve. None of the churches studied maintained 

records of supplies nor did they maintain surplus reserves 

other than those mentioned above. It Is less complicated to 

reduce the budget for the current year for supplies than to 

set up a surplus reserve and write off the supplies when they 

are used* 

The form of an opening entry is: 

Cash 
Accounts Receivable 
Due from other Funds 

Accounts Payable 
Due to other Funds 
Surplus - Unappropriated 
Surplus Reserves: 

Repairs 
Utilities 

To record opening entry* 

XX 
XX 
XX 

XX 
XX 
XX 

XX 
XX 

The initial entry will be used to record the above 

accounts only and will not record the budget. The budget 

entry will be the second entry for the year. The recording 

of the budget is discussed in chapter III. 
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Many transactions will not result in budget 

transactions. An example of this would be a collection for 

missions that will be paid directly to the mission or a 

mission board. When funds are received for this purpose the 

amount should be recorded as an account payable. Other 

examples of this would be collections for the Red Cross, 

local charitable drives, etc. These should not be confused 

with transactions in which the church mak9s budgeted 

contributions to such drives. If the amount expended is in 

the budget. It should be treated as a regular budget 

expenditure* -



CKAPTKR III 

BUDGET 

In order for a business to operate properly, it is 

of paramount importance that plans for expansion, estimated 

receipts, and estimated costs be studied well in advance* 

In like manner a church should spend more time in planning a 

program than In administering the program. The result of 

the lack of planning can be detected if after the program is 

in effect, it is found that there is an excess of funds 

available or if there is a deficit. 

Adoption 

The best procedure to follow in planning and maintaining 

a budget is the followingi 

1* Appoint or elect a financa committee to which the 

following talents can be contributed: (a) knowledge of church 

needs (past, present, and future), (b) knowledge of 

potential contributions, (c) good business management, and 

(d) contingencies (possible future costs such as expansion 

programs, major repairs, etc)* 

2* Hold a preliminary meeting of the committee to 

draft a budget of receipts and disbursements for the coming 

year with an eye to the future. This conference should 

draft a budget which shows what Is necessary, what is 

desirable, and what future contingencies need consideration* 
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Furthermore, it should prepare an analysis of past and 

present contributions showing percentage Increase or decrease. 

The preliminary budget should show detail of how the amounts 

were calculated. This detail should show monthly salaries, 

type of travel, etc, because many times the contributors 

see only the total amount and have no Idea what the specific 

expenditures are* 

Another Important consideration Is the language of 

the budget. The accounting profession attempts to use 

terminology which properly describes the account in reports. 

Some examples would be: 

Account Recommended Reporting Title. 

Salaries; Minister For the spreading of the Gospel, 
administering the Sacraments and 
saving of souls. 

Salaries: Music For naslcal beautifloation of the 
worship services. 

Repairs? For maintenance of the Lord's 

property* 

The use of the above terminology adds better understanding 

and propriety to a church's budget*° 

5* Present the preliminary budget to the contributors 

for study and recommendation* From the church's program and 

proposed budget, each contributor can readily see his or her 

9 Schuh, H* P., Handbook for Congreg^ation Financial 
Officers* Dept. of Stewardship and Finance, American 
I«theran Church, 57 E* Main St., Columbus 15, Ohio. P. 15* 
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responsibility in the light of past contributions. By so 

doing it is possible to see the level of operations that can 

ba adoptad and at the same time receive further advice from 

the members* Information should be obtained concerning tha 

possible increase or decrease of donations* Sometimes a 

finance committee automatically copies the former year's 

budget and expenditures with minor Increases and decreases 

and presents these figures with the apology that they out all 

possible costs* Such a practice is not good because many of 

tha contributors may plan to make larger contributions. 

Pledges are helpful in planning this phase of the program. 

I4* Final presentation and adoption can be made after 

the voting body 01 the church has completed the study and 

has made recommendations on the proposed budget* (Hie 

entries to record the budget will be made after it is 

adopted* 

5* Plans to review the budget should be outlined* 

The budget should be reviewed monthly, or no less than 

quarterly to see if (1) funds are sufficient, (2) funds are 

used, and (̂ ) transfers will be required. If transfers are 

necessary, they should be made before the change is required 

so tha program will not be hindered from lack of funds or so 

that funds which would otherwise be inactive will be used 

gainfully* Many times tha Improper use of funds causes a 

greater hardship to the operations of the church than the 

loss of contributors* 
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Administration 

The administrative body or church council should be 

responsible for carrying out the church's program. In like 

manner they are responsible for carrying out the budget. If 

changes are made in the program, the administrators should 

Inform the finance committee of such changes. The finance 

committee of the church should by no means be the administra

tors of the budget. The basic consideration is that the 

separation of duties will permit a system of checks, namely 

the finance committee will check on the administrators to 

see that funds are properly expended or used. Ihis function 

does not constitute an audit. 

Recording 

After a budget has been planned, approved, and 

provisions made for revisions, the bookkeeping cycle can be 

initiated. 

If the records used by the church are of the single 

entry type the entries made will be as follows: 

By financial secretary: He should make a memorandum 

entry in his records of the estimated contributions 

receivable, and surplus remaining from the previous period. 

This will serve as a guide to the financial secretary when 

reporting to the church body on the status of receipts. 

Variations in receipts might require reconsideration of the 

budget. 
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By traaaurert Ha will raoord the amount of tha 

authorisation over aaoh column in tha oai^ diabviraemanta 

Journal of each budget approval (see chapter V)» In this 

way, tha traasurar oan raadlly see tha amount approvad and 

tha balance availabla for axpandlturaa. If additional 

teaounta are approvad during the year or if amounts are 

tranafarrad, tha treasurer should mark throu^ tha old 

amount and date and record tha new amount• 

If tha records uaad by the church are on tha double 

entry ayatam^ the firat entry will be made in the general 

Journal* Since the treasurer is responsible for tha records, 

ha will make tha entry* 

The initial entry for currant operations will bat 

SatimAtad Contributions Racelvab2ja XXX 
Appropriations XXX 
Surplus XXX 

To record approved budget* 

There ahould always ba an aatimatad crodit to surplus 

in tha budget* !Chis ia to Berve as an additional cushion in 

the event tha aatimatad receipts are not estimated oorraotly* 

In addition to the above entry there oould also be a debit 

to surplus* ThlB happens when the previous years operation 

results in a surplus* This amount should be used firat 

against appropriations* 

Tha above antry was made with tha assumption that tha 

church uaaa control accounts with subsidiary ladgara* Since 

a subsidiary ia maintained, tha breakdown of tho subsidiary 
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ledger must be recoixied. The detailed entries should follow 

the above entry. Estimated contributions should show 

estimated receipts from various sources and appropriations 

should be shown by item as approved. If a subsidiary 

ledger is not used the above entry would show a complete 

list of all estimated receipts Instead of estimated 

contributions receivable. In like manner each budget 

approval would be listed Instead of appropriations. An 

example of this would be: 

Surplus 19 
Estimated Contributions Receivable- Loose Plate XX 
Estimated Contributions Receivable- Envelopes XX 
Estimated Contributions Receivable- Memorials XX 
(List all sources) 

Appropriations - Salaries XX 
Appropriations - Utilities XX 
Appropriations - Repairs XX 
Appropriations - Foreign Kissions XX 
(list all appropriations) 
Contingency XX 
Surplus XX 

To record estimated operations for the year 19_ 

The advantages and disadvantages of each of the above 

systems was mentioned earlier in chapter II. 

If changes are made in the budget during the year, 

the changes must be recorded. An example of this would be 

if additional funds are needed for repairs. The amount 

could be transferred from contingencies, surplus or an 

appropriation which might not be expended. The following 

examples show each case: 
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Example I Control Account: Repairs - Additional 
Appropriations* 

Surplus XX 
Appropriations XX 

To record change in budget as follows: 
Repairs XX 

If a subsidiary ledger is not used the entry would be: 

Surplus XX 
Appropriations - Repairs XX 

To record change in budget* 

If the change in the budget Is a transfer of Salaries 

to Utilities, the entry would be as followsi 

Appropriations XX 
Appropriations XX 

To record change in budget as followsi 
Subsidiary - Debit* 

Salaries XXX 
Subsidiary - Credit: 
Utilities XXX 

If a subsidiary ledger is not used, the entry would 

be: 

Appropriations - Salaries XX 
Appropriations - Utilities XX 

To record change in budget. 

All entries should be posted to the individual sheets 

in the ledger. These sheets will only show budgetary 

entries,i.e., approvals and changes. The expenditures will 

not be posted to the same sheet but rather to appropriation 

expenditure sheets. The budget sheets may be placed in one 

group although for purposes of convenience, some accountants 

place the appropriation sheets next to the expenditure 

sheets in order that fast analysis can be made. Either 

practice is permissible and the latter case has one advantage* 
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The final use of the budget sheets will be made at 

the close of the year* The closing entry will close out all 

appropriations (with changes) against expenditures. This 

will permit a determination of surplus. In order to complete 

the budget study, the entry closing the books would be: 

(Contents only) 

Appropriations XX 
Contributions XX 

Appropriation Expenditures XX 
Estimated Contributions Receivable XX 
Surplus (Dr. or Cr.) XX 

To record the close of operations for the 
year * 



CHAPTER rV 

CASH RECEIPTS 

Pledge Systems 

All budget systems work on some basis of estimated 

receipts. All parties to a budget in some way pledge to 

support the budget. Taxpayers support a budget by means of 

tax assessments and church members support a budget by 

estimating and pledging their contributions. This is 

necessary in order to have some basis for planning a program, 

The types of pledges vary. 'Ihe general types in use 

today are: 

(1) Honor pledge (common term): This type pledge is 

in existance even though never referred to as such in those 

churches where the members or contributors accept and agree 

to support the budget that is drawn up. In these cases each 

member measures his own responsibility in supporting the 

budget. Some churches make a canvass of all members to 

determine the approximate amount of contributions* Other 

churches have all contributors submit unsigned statements 

showing approximate contributions. These are used primarily 

for budget planning purposes but are forms of honor pledges. 

(2) Secret pledge: The secret pledge is a form of 

moral obligation only and is not recorded. Usually each 

member places a pledge In a sealed envelope at the beginning 
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of each year and leaves it in the church until the end of 

the year when it will be returned to him with his statement 

of contributions. Each member can see if he or she contrib

uted as much as he or she had planned. Althou^, for 

accounting purposes, this form has no significance, the 

popularity of its use is so widespread that it should not be 

overlooked in financial programs. The use of the secret 

pledge may be used in connection with other pledge systems. 

(3) Signed pledges: This type of pledge is the best 

form for purposes of accounting but not «lways the best type 

for good public relations. Under this system, cards are sent 

to all of the contributors or a canvass is made before the 

beginning of the year. Each contributor states what he plans 

to contribute throughout the year. These pledges serve as a 

basis for setting up the budget. Usually when signed pledges 

are used, the budget is planned very closely and in order to 

meet the budget, it is necessary that all pledges are paid. 

From the past history of many churches, the results are much 

the same; the pledger becomes delinquent and is sent a 

notice or memo reminding him that hie pledge is due. This 

can cause much ill will. But, in order to make this system 

work properly, it is necessary tliat all members making 

pledges, pay for their pledge at the time it is due or the 

system of a closely operated buafjet will be defeated. 

Generally the signed pledges are used in the larger cities 
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moreao than smaller cities or rural areas. Some churches 

strongly uphold this system while others do not recommend 

its adoption* 

In the event the signed pledges are used, tha entries 

in the general Journal of a double entry system should show 

a debit entry in the b\jdget, i*e*. Estimated Contributions 

Racelvabla - Pledges* If a control account is used, the 

detailed entry of pledges would be made in subsidiary 

accounts* A pledge record or subsidiary pledge ledger 

ahould ahow all of the pledges by name so that each member 

can ba given credit for his or her contribution* 

The amo\int of estimated receipts from pledges can be 

included under estimated contributions - envelopes in tha 

double entry records* This is desirable when the estimated 

receipts from envelopes is larger than from pledges. It will 

be necessary to maintain separate records for envelope 

contributions and pledge contributions* 

Where double entry records are not kept, a notation 

ahould ba made of the amount of expected receipts so that 

financial checking and planning is readily possible during 

the year* 

Envelope System 

The most widely uaad system of receiving cash 

contributions is the envelope system* The use of this 

system has many advantages and no disadvantages unless 

dislikea could ba oonsidarad such* The envelope system is a 
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system in which all contributors of a church are given a 

package of envelopes at tha beginning of the year with a 

separate envelope for every church service that Is usually 

held plus extra envelopes for special collections or drives* 

The envelopes are all stamped with a number which Is assigned 

to the contributor* The outside of the envelope has a space 

on it in which the contributor can write the amount of the 

contribution and the contributor's name if a cross check is 

desired* On si)eclal envelopes, space is provided for date 

and type of contribution* The contributor can write down 

the amount of the contribution and In this way the contents 

can be checked and correctness of credit can be assured* 

The financial secretary will maintain a ledger which 

will be kept in duplicate. There will be two ledger pages 

for each contributor* The original page Is perforated so it 

can be torn out by quarterly sections to be sent to the 

contributor* An example of a quarterly statement Is given In 

figure 5* Tha financial secretary will record each person^s 

contribution as a credit to the contributor in duplicate. 

these amounts are totaled and the original is sent to the 

contributor at the close of the year or oftener depending 

upon the type of record. This permits the contributor to 

determine whether or not he has been given proper credit. 

A recommendation to this system is that statements to 

contributors should ba sent for periods of a quarter of a 



I 
34 

o 

o 
A 
o 
0) > 
a 

a 
3 

"3 

s 
o 

NO._ 

-STATE. 

P L E D G E 

I 

BALANCE UNPAID 
OR OVERPAID 

CURRENT MISSIONS * 

I V E T O T A L S BY Q U A R T E R S 

I R S T Q U A R T E R 

ECIAL CURRENT MISSIONS * 

S E C O N D Q U A R T E R 

PAID THIS 
QUARTER 

PAID TO DATE 

PLEDGED 
TO DATE 

BALANCE UNPAID 
OR OVERPAID 

SPECIAL CURRENT MISSIONS * 

T H I R D Q U A R T E R 

PAID THIS 
QUARTER 

PAID TO DATE 

PLEDGED 
TO DATE 

BALANCE UNPAID 
OR OVERPAID 

SPECIAL. CURRENT MISSIONS * 

F O U R T H Q U A R T E R 

PAID THIS 
QUARTER 

PAID TO DATE 

PLEDGED 
TO DATE 

BALANCE UNPAID 
OR OVERPAID 

SPECIAL- CURRENT MISSIONS * 

• BUILDING, DEBT, SCHOOL. ETC. 

REMARKS ̂  

NO. eo--7e3g 

NO. 

FOURTH QUARTER ENDING 

N A M E . 

ADDRESS. 

CITY_ .STATE. 

IN ACCOUNT WITH 

NAME OF CHURCH 

• I T IS REQUIRED IN STEWARDS THAT A MAN BE FOUND FAITHFUL" 

I COR. 4:2 

AMOUNT PAID THIS QUARTER 

SUN. 

I 

2 

3 

A 

5 

6 

7 

8 

9 

l O 

1 1 

12 

13 

SPECIAL 

TOTAL 

PRAVIOUSUY 
PAID 

TOTAL PAID 
TO DATE 

AMT. PLEDGED 
TO DATE 

BAL. UNPAID 
OR OVERPAID 

CURRENT MISSIONS * 

* BUILDING. DEBT. SCHOOL. ETC. 

PLEASE REPORT ANY ERRORS OR CHANGE OF ADDRESS TO 

THE FINANCIAL SECRETARY. 

FINANCIAL SECRETARY 
PSIHIED tS H. S. A. 

Figure 3, Illustration of a Published 
Quarterly Contributor's Statement 

NO.. 

THIRD QUARTER ENDING 

N A M E . 

ADDRESS. 

CITY. .STATE. 

IN ACCOUNT WITH 

NAME OF CHURCH 

"GOD LOVETH A CHEERFUL GIVER" 2 coR. 9:7 

AMOUNT PAID THIS QUARTER 

SUN, 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 I 

12 

13 

SPECIAL 

TOTAL 

PREVIOUSLY 
PAID 

TOTAL PAID 
TO DATE 

AMT. PLEDGED 
TO DATE 

BAL. UNPAID 
OR OVERPAID 

CURRENT MISSIONS * 

* BUILDING, DEBT, SCHOOL, ETC. ^ 

PLEASE REPORT ANY ERRORS OR CHANGE OF ADDRESS TO 

THE FINANCIAL SECRETARY. 

FINANCIAL SECRETARY 

NO.. 

SECOND QUARTER ENDING . 

N A M E . 

ADDRESS. 

CITY STATE. 

IN ACCOUNT WITH 

NAME OF CHURCH 

"GIVE, AND IT SHALL BE GIVEN UNTO YOU" LUKE 6:38 

AMOUNT PAID THIS QUARTER 

SUN. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

SPECIAL 

TOTAL 

PREVIOUSLY 
PAID 

TOTAL PAID 
TO DATE 

AMT. PLEDGED 
TO DATE 

BAL. UNPAID 
OR OVERPAID 

CURRENT MISSIONS * 

• BUILDING, DEBT, SCHOOL. ETC. 

PLEASE REPORT ANY ERRORS OR CHANGE OF ADDRESS TO 

THE FINANCIAL SECRETARY. 

FINANCIAL SECRETARY 

N A M 

ADD! 

CITY. iTATE. 

"n RECEIVE" ACTS 20:33 

ARTER 

SUN. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

. 

TOTAL 

^^^^^^^^= 

^ ^ ^ ^ 
AMT. PLEDGED 

TO DATE 

BAL. UNPAID 
OR OVERPAID 

1 

MISSIONS * 

• BUILDING, DEBT. SCHOOL, ETC. 

PLEASE REPORT ANY ERRORS OR CHANGE OF ADDRESS TO 

THE FINANCIAL SECRETARY. 

FINANCIAL SECRETARY 



35 
yaar or less. This procedure permits easier oheokli5g Ijy the 

ooatrlbutor^ Tha financial secretary will keep a dupUcata 

oopy so that he will have a record of receipt a• 

This system Is wall known and widely accepted and 

proYldaa one of the best basic checks on a church's funds. 

IJie envelope system Is used as a means of crediting 

each member with the amount he has contributed* Pk*om this 

record credit can be given to the member against his pledge. 

The statement furnished by this system can be used to 

support a contributor's deduction under contributions on his 

Inooma tax return. 

Church finances also Involves stewardship of treasure 

and proper raoords of Individual credits will Indicate to 

the spiritual leaders of the church whether this phase of 

Christian life Is receiving the same emphasis as other 

phases such as honesty, purity, etc»^ opening the way for 

proper admonition* 

CollectIon• 

It was previously pointed out that a sei)arate commit* 

tee should ba assigned the task of counting the offerings 

whan they are received. This Is a widely accepted and 

aucoessful practice, but the methods followed vary. In 

smaller churches the collection is usually counted after the 

church service, i*ille In larger churches, the committee 

meets either at the church or at a bank to count the receipts 

on Sunday afternoon, Sunday night, or Monday night. The 
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collection should be counted as quickly as possible and 

placed in the bank. If the money is not counted immediately 

after church, the collection should be under lock and placed 

in a night depository (such arrangements can be made with a 

local bank). Many churches today call upon the city or 

local police de,.?̂ rtment to furnish a special guard to assist 

in transporting the money, or a guard to guard the 

collection until it Is counted and deposited. This is very 

advisable when large collections are t^ken. The collection 

should never be left in the charge of one person before it 

has been counted ana recorded. After it has been counted, 

there should be no delay in depositing it in the bank. 

The committee assigned to count the collection should 

divide the collection in two parts, the envelope receipts 

and loose offerings. This will permit a cross check on the 

records of the financial secretary. The chairman or a 

member of the collection committee should keep a separate 

record of each collection. One copy of the collection count 

should be given to the financial secretary so that he can 

record the entry in the cash receipts Journal. The bank 

deposit slip should be made out by the collection committee 

anu the duplicate should be returned to the financial 

secretary. The chairman of the collection committee should 

cross check the financial secretary's records at least once 

a month* 
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The collection committee should keep a record of the 

collection by type. I.e., missions, current budget, etc. A 

copy of this record should be given to the financial 

secretary so that he can make proper distributions of the 

receipts. A preprinted form for this purpose is advisable. 

Records 

The financial secretary is responsible for the records 

of cash receipts. An example of a cash receipts journal 

sheet oan be found in figure 1 (chapter II).. 

If the single entry system Is used by the church, the 

above mentioned Journal sheet is sufficient. The sheet 

provides columns for most of the regular accounts. At 

regular Intervals the financial secretary should submit a 

report to the treasurer on all receipts so the treasurer 

will know what funds are available for current expenses and 

to record liabilities resulting from special collections. It 

will be necessary for the treasurer to maintain a side record 

on ledger sheets for cash and liability accounts which are 

similar to a double entry ledger sheet. 

The statement was made In an earlier chapter that the 

double entry system will exist In substance even though not 

In practice. The above paragraph will bear that out. A 

complete single entry system cannot be used and still provide 

proper checks and balances. 

The Installation of a double entry system will not 
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materially affect the financial secretary or his records. 

The type of record described above can be used under the 

double entry system. !I3ie financial secretary will record 

all contributions In the same mcmner. At the close of the 

month he will foot the Journals and report the Information 

to the treasurer. The treasurer will make all postings to 

the ledger. In most cases the treasurer will post directly 

from the cash receipts Journal In order that direct CDOSS-

referenclng can be made. 

It will be necessary to add the drs and crs to the 

Journal sheets as shown in figure i4 for proper accounting 

Information. The cash account will be a debit and the 

others will be credits. This can be typed in if desired 

unless the treasurer has full understanding of accounting 

prlnolples. 

One advantage of the sheets described above is that 

they provide space and the form for the bank reconciliation. 

It was pointed out in an earlier chapter that the financial 

secretcu:̂ ' should reconcile the bank statement each months 

This provides a permanent record of tha bank reconciliations. 

The financial secretary of the church should be 

responsible for the oash receipts Journal If the records are 

kept by an outside bookkeeper or by a hired church employee. 

He should maintain necessary side records as he thinks 

necessary to insure accountability of cash. 
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CHAPTER V 

CASH DISBURSMENTS 

A primary safeguard and control over oash disburse

ments Is a ohecklng account. A small Imprest petty cash 

fund could be established to pay for small expenditures. 

Nothing, except petty cash expenditures, should be paid by 

any other means than by check. Petty cash fUnds should be 

replenished by check only» This gives a primary control 

over exi)enditure8 and at the same time furnishes the 

necessary receipt for payment. If possible, checks should 

be prenumbered and fully accounted for. In case a business 

staff or church employee keeps the records and is responsible 

for making payments, the checks should be cosigned by the 

treasurer* 

Once a budget is adopted, the subject is forgotten 

about in too many cases. Many churches have their greatest 

difficulty in getting a budget adopted, yet after adoption, 

no checks are made to see if it is adhered to. This is the 

responsibility of the finance committee and checks should be 

made. 

The budget is the most important authorization for 

expenses. Once a budget is adopted the treasurer is 

obligated to pay any claims made against the church for 

services rendered or materials fiornishsd. Many times the 
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budget will contain a contingent amount which may be 

expended for unforeseen expenses. These amounts are usually 

safeguarded by requiring the financial committee's approval 

for expenditures of this nature. Usually such expenditures 

are of an emergency nature. If the amount is large, the 

members must give prior approval and in all cases the members 

must be informed of these expenditures. 

The treasurer should be responsible for the records 

of all cash disbursements. If a double entry system is used, 

the treasurer should also keep the ledgers. If the church 

has hired clerical employees, the treasurer should still be 

charged with the responsibility of checking on all cash 

disburseme nts. 

In order to insure proper control of all expenditures, 

the treasurer should require that all invoices be approved 

by competent authority before making payment. Examples of 

this would be, organist for music expense, building trustees 

for repairs, etc. This will place responsibilities for 

correctness on the proper custodian or trustee. 

Although some churches state that they do not operate 

on a budget, such a condition never really exists. There 

are certain known expenses and obligations which any 

organisation must meet. If they agree to pay certain 

salaries, utilities, etc., they have a budget in oi)eration. 

All churches have some form of a budget. What the above 
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actually points out is that all churches operate on a budget 

but some do not operate a syetem of records accordingly. 

In these cases, the church is an unwieldy financial 

organization. The treasurer must pay the obligations so he 

has two alternatives (1) await approval before paying 

obligations, or (2) make the payments without authorization. 

In either case, the ohurch will suffer. It may lose its 

credit rating if a service is performed and approval Is not 

given or approval is delayed thus delaying payment. This 

will make the person liable who ordered the material or 

service. If payments are made without authorization, the 

treasurer may be liable for making unauthorized payments. 

Churches ahould provide for a budget to cover known obliga

tions that will arise. 

There are allowable oases where an approve and pay as 

you go system will be in effect by necessity. This might be 

In the case of a newly organized church. In such case, 

future approvals will constitute a budget but once an 

organization is operating, it should operate strictly on a 

budget system. 

Records - Single Entry 

The Journals for cash disbursements in a system which 

does not provide for a general ledger will, In many respects, 

show the same information as a Journal used In a complete 
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double entry system. In case a ohurch uses only a journal 

type of record, it is preferable to set up the records on a 

yearly basis. An example of a Journal sheet is given in 

figure 5. Reading across the top of the page the columns 

are headed Date, Description, Check Number, Oash Disbursement^ 

Amount Encumbered, and over two columns com̂ Jlned is written 

each budget approved expenditure. The amount of each budgeted 

expand!txire should be placed In the line immediately under 

the title column. This will provide a ready reference and 

permanent record of the budget approvals^^ Under the budget 

api>roval amounts are two columns; one is marked encumbrance, 

and the other expenditure (see figure 5)» The entries for 

all cash payouts will be made from the check stubs, i.e* 

oash disbursement column and expense expenditure coltmm* 

The encumbrance columns are simple memo records but 

they serve a very importcmt purpose. They are used to 

provide a record of obligations that must be paid in the 

future from the particular budgetary approval* This is done 

in two instances. One case is if an item or service is 

ordered and payment for it will not be made until a later 

period and at the close of the year to cover costs of items 

ordered but not delivered or paid for until after the end of 

accounting period. This will provide a holdover of funds to 

pay for items approved in that period's budget and will 

^^ Op. Clt., Sohuh. Pp. 1|2 ff. 
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assist in determining the free surplus at the end of the year 

in determining the next period's budget. 

The entries made to amount encumbered and encumbrances 

will of necessity be an estimated amount, so it cannot be 

placed in the expenditure column and treated as an account 

payable. However, when the item is received or the service 

rendered and the actual cost is determined, the encumbrance 

entry must be reversed. This can be done by means of a red 

pencil entry or by placing a parenthesis around the amount 

to show that the encumbrance is reversed and no longer 

exists. It should be noted that the reversing entry should 

be the exact amount of the initial encumbrance entry and not 

the amount of the actual expenditure. After the encumbrance 

has been reversed, the expenditure can be recorded in the 

regular manner. Particular attention should be given to fill 

encumbrances to include all estimated costs so the encumbrance 

will allocate sufficient funds for the order. If only a few 

encumbrances are entered, it is not necessary to have an 

encumbrance column under each expenditure. A double column 

on the right can be used for the same purpose. The columns 

would be headed Budget Encumbrances over two columns and 

description and amount over each of the columns. An example 

of this form can be found in figure 6. For most smaller 

churches this form may be preferable. 

Each column should be footed monthly or quarterly and 
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for information purposes the unobligated amounts can be 

determined and carried over to the following month. Usually 

for an operation of the size uiiat will use this system, the 

carrying over would be unneceesary because rough calculations 

would show if an account will be over expended or over 

obligated. 

At the close of the year each account should be 

totaled. All expenditures (plus encumbrances) can be totaled 

and deducted from the beginning eurplus plus receipts to 

determine the amount of free surplus to be carried over to 

the next period. 

There is another section of the oash disbursements 

Journal, the other disbursements column, which can be 

discussed separately. Many times churches have special 

collections for certain projects or the general fund may 

hold money for other funds. When payouts are made for these 

purposes It Is necessary to record them in the cash 

disbursements Journal. These will be entered In the other 

disbursements column. In other words the other disbursement 

column is to provide for non-budget disbursements (see 

figure 5 and 6). Since a double entry system is not in use, 

It will be necessary to establish a receiving and payout 

record for these. When the financial secretary receives 

money for such as this, he should inform the treasurer of It 

so that the proper liability oan be recorded and future 

disbursement made. 
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Records - Double an try 

The most recommended method of church accounting 

records is the double entry system. The double entry system 

for disbursements will permit a breakdown in activities and 

provide a better control of funds. 

The necessary records for disbursements in a double 

entry accounting system are a cash disbursements Journal 

(figure 7), an encumbrance Journal (figure 8), and the 

general ledger as described in chapter II» It was stated in 

chapter II that the general ledger sheets and/or' the 

subsidiary ledger sheets for budget expenditures are initiated 

by a general Journal entry crediting appropriations in the 

control account and crediting each subsidiary account for the 

amount appropriated* 

The cash disbursements Journal sheets should be 

headed as follows: date, description, check number, cash 

credit, and the rest of the columns will be headed in a 

accordance with each type of budgetary expenditure as 

debits, i.e., salaries, utilities, and etc. See figure 7 

for an example of a cash disbursements Journal sheet. It is 

not necessary to show the amount of the appropriation here 

because tha general ledger (or subsidiary ledger) sheets for 

appropriations will show the amount of appropriations. It 

is advisable to post the totals at the end of each month and 

never for a longer period than a quarter of a year. This 

will permit current budget revision* 
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In addition to the above, the cash disbursements 

Journal should have columns for description and amount (see 

figure 7)» The amount column will be used for amounts paid 

out for items other than those having a special column. 

The encumbrance Journal can be kept separate under 

the double entry system. The encumbrance Journal can be of 

two types. The type used will depend upon the niamber of 

encumbrances which will be recorded. 

In the event that only a few encumbrances will be 

recorded, then a simple Journal can be used in which the 

oolumns are headed date, description, reserve for encumbrances 

orad̂ t̂ and encumbrance over two columns presiding for account 

title, folio, and amount. An example of a simple encumbrance 

Journal is shown in figure 8« In this case the total to 

reserve for encumbrances can be posted in total and to the 

encumbrance account by item. The same type Journal sheet on 

the opposite page (see figure 8) can be used to reverse the 

encumbrance entries. These columns will be headed date, 

description, reserve for encumbrances^-debit, and encumbrance 

over columns headed account-credit, folio, and simount. Again 

these will be posted as above. I.e., the entry to reserve for 

encumbrances in total and to the individual account by entry. 

It will require the special attention of the bookkeeper to 

check encumbrances often so that all encumbrances will be 

reversed before the expenditure Is recorded. 
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Encumbrc nee Journal 

Bate l e e o r i p t l o n 

Recording 

Res. for 
Lincum 

Cr 

Account 
T i t l e 

Enflumbr-fince 
Pol. Amount 

Dr 

(opposite page) 

Reversing 

Date Description 
Res. for 
Encum 

Cr 

annurnhranfla 
Account 
Title 

Fol. Amount 
Dr 

J 

Figure 8. Illustration of a simple Encumbrance Journal 
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The larger type of encumbrance ledger is similar to 

the cash disbursements ledger. The columns will be headed 

date, description, reserve for encumbrance-debit, reserve 

for encumbrance-credit and allow two columns for each budget 

expenditure under encumbrances so that the debits and credits 

can be recorded. An example of this type of sheet is ^iven 

in figure 9. 

Example of entries to be made are as follows: 

To record a contract of $100 for repairs: show date, 

to whom obligated, reserve for encumbrances cr. - |100 and 

encumbrances - repairs dr. $100. 

To record receipt Of the bill and payment: the entry 

would be: date, to whom obligated, reserve for encumbrances 

dr. - #100 and encumbrances - repairs cr. $100. Following 

the above entry, the regular entry would be made in the cash 

disbursements Journal. 

At the end of the month or quarter the columns will 

be totaled and the net debit or credit will be posted to 

each account. This will provide a complete record of all 

expenditures or encumbrances against the budget appropria

tions. 

The ledger sheets for encumbrances can be kept 

separate in a group or as was discussed earlier in 

appropriations and appropriation expenditures, the sheets 

can be grouped by appropriation for purposes of fast 
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analysis. This would group appropriations, appropriation 

expenditures, and encumbrances together by budget account. 

Some churches may record so few encumbrances that a 

separate encumbrance Journal is unnecessary. If so all 

encumbrance entries required can be recorded in the general 

Journal. This may be desirable for many churches. 

Voucher System 

The use of vouchers is becoming more popular with 

churches having large business operations. Vouchers provide 

an adequate means of control over expenditures and an easy 

filing system. 

The style and type of vouchers vary but usually they 

are of tiie type shown in figure 10. 

The requirements of the voucher are that it show the 

number, date, debit, credit, explanation, and approval 

spaces. Vouchers are a convenient medium to use in cases 

where a bookkeeper is hired to keep the records. The 

bookkeeper can get an approval on a voucher so the treasurer 

has an authorization to make payment. 

Many times vouchers are used only as a cover for an 

invoice pack. Then voucher numbers should also be shown in 

the cash disbursements Journal as a means of providing quick 

reference to the files. In the average operation, it is 

preferable to record the expenditures by check number and 

use the voucher numbers only for reference. 
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Voucher No. 

Date 

Pages Attached: 

Amount Amount 
Cr. 

Approved by: Paid by: 

Date: 

Posted: 

Figure 10* Illustration of a Voucher 
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If th% operation Is large, i t i s preferable to use a 

wouahar raglster as the distribution Joumalt IMs means 

that tha vouohar register would be similar to the cash / .-

diaburaaaanta Journal except that the following colucan 

headings would ba aubstltutad; vouchers payable-or* for oaah-

or« and vouohar number for oheok niaabar* In addition a 

ooluenn haadod vouohara paid wi l l be installed and used* An 

axampla of a vouohar ragiater sheet ia given in figure ! ! • 

In this ayatam a l l vouchers are reoorded after approval* 

Dils ia oorreot aocountingwiae baoause after a vouoher la 

approwad^ the amount i s a real l i ab i l i ty and no longer an 

open obligation* The voucher system providaa for oompleta 

diacloaura of faota* 

Sinoa the vouoher register has replaced tha oaah 

dlabursementa Journal, the naw^ but more simplified, oaah 

diaburaaoMinta Journal muat ba installed* This Journal wlXX 

ahow oalumns headed date, dasorlption, vouoher number, 

vouoher register fo l i o , vouchers payable*dr*, oheok number, 

and oaah or« An example of thla oash disbursements Journal 

i s giiran in figura 12« ^hen a vouoher la paid ft orosa 

rmTer^not w i l l be made to tha wouoher register* For easy 

referanaa purpoaas tha referanea In the vouoher register 

ahould show tha oheok n\imbar» At the close of tha month tha 

Touohara that are l e f t unohaakad sJtiould equal the balanoa in 

tha vauahar payable aooount* 
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One requirement of the vouoher system is that all 

disbursements regardless of amount or importance must be 

paid by means of a voucher. An advantage of the voucher 

system is that it provides additional controls for the 

accounting system* 

Eacpense Codes 

Some churches have attempted to establish expense 

account codes. Most of these were only account numbers. 

These are desirable aids in posting. Expense codes like 

those used in industry aro generally unnecessary if funds 

are properly separated as discussed in later chapters* 



CHAPTER VI 

FUND SYSTEMS 

Types of Funds 

Many churches and organizations attempt to operate 

all of the organizations and projects out of one fund. This 

is not the most desirable procedure even though it appears 

to be the most practiced. Funds should be separately 

accounted for if possible. This aoes not mean that all of 

the money cannot be in the same bank account. Some systems 

work efficiently by having all money in one bank account and 

yet operate from different funds. 

The following is a description of the types of funds 

used: 

1. The general fund is the major fund in which the 

budget operates and through which nil money can be received 

anu accounted for. 

2. Working funds are those set up for building funds, 

school funds, etc. 

3. Debt funds are established to sell bonds or 

borrow money and to retire liabilities as money is received 

from the general fund. These funds are only used if the 

Indebtedness is for a period of more than one year. 

4. Property funas are separate memo records of the 

church property. 
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5. Auxiliary funds are established for each auxiliary 

organization of the church such as Sunday School, Men's Clul̂  

Young People's Organizations, etc. 

6. Enterprise funds are separate accounting systems 

for business, agricultural, or investment enterprises 

operated by the church. 

Operation of Funds 

As stated above the general fund is the most important 

fund in the financial system. If it is desired that the 

general fund control all of the money, the technical 

operation of the records would be in the following manner. 

All money and property will be given to the financial secre

tary for deposit or receipt. Amounts which are not for the 

general fund will be set up as a liability on the books of 

the general fund. At the same time an entry will be made on 

the books of the other fund showing an account receivable 

from the general fund* 

The above is an effective means of providing control. 

Some systems provide a limited amount of cash to each fund 

and the balance is carried in the general fund. The petty 

cash fund provides a small amount of money for everyday 

expenditures. This method is employed vtiere churches have 

the officers bonded who are responsible for cash and do not 

wish to insure several people. The small funds can be 

replenished by one check thus eliminating many small check 

transactions* 
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All funds to be used for a butldln:; project should be 

transferred to a separate fund and all payments on the 

building should be made from that fund. This procedure is 

most desirable because many times a project does not run 

concurrently with the accounting period, in fact some 

projects are spread over several years. The use of separate 

funds will provide a means of establishing a fund that will 

remain open until all money is expended rather than close at 

regular intervals. After a project is completed, the 

remaining surplus can be transferred to some other project 

or the general fund end the records can be filed as a 

permanent record. 

If the churph operates a separate enterprise such as 

a farm, business, rentals, etc., these items should never be 

carried on the regular records of the general fund. A 

separate record especially adapted for the enterprise should 

be set up and only the proceeds or expenditures to or from 

the general fund should be recorded in the general fund. 

Property funds will be discussed in the latter part 

of this chapter. It should be stated here that under no 

condition should the property be carried in the general fund 

unless the property is to be sold or exchanged in the cur

rent period and has been accounted for in the budget as a 

source of revenue. This is ^^ere a church differs from a 

•business, since a business needs all of the asset information 



in order to carry on its operation. The church is not a 

profit organization and should only show current operating 

necessities in the general fund. 

Th*? survey on which this study r̂̂ s based showed that 

many churches do not Include P11 of the auxiliary ohurch 

organizations' money in the general fund but each organiza

tion has a separate system. This procedure is preferable as 

it will keep extra detail and accountability out of the 

general fund. Another advantage in using the procedure is 

that separate accounts and funds for subsidiary organizations 

will help train future ohurch officers. It is advisable to 

have the church treasurer assist the organizational treasurer 

in establishing the system of records he will use. 

The records of all separate funds such as building 

fund, etc., will be kept by the treasurer since it is all a 

means to a disbursement. Appropriations for funds, 

encumbrances, etc. will be established in the same manner 

that they are in the general fund. For example if a 

building project is approved the initial entry would be: 

Due from general fund XX 
Appropriations - Building XX 
To record approval of building program. 

If the entire building project is contracted in one 

contract, the entry would be: 

Encumbrances XX 
Reserve for encumbrances XX 

To record letting contract. 

If the contract specifies one-half payment at one-

half completion the entries would be: 
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For Cash: 
Cash XX 

Due from general fund XX 
To record receipt of cash from general fund 

for one half of the project* 

To reverse encumbrance: 
Reserve for encumbrances XX 

Encumbrance XX 
To record reverse of one half of encumbrance 

which will be paid. 

To record payment: 
Appropriation expenditure XX 

Cash XX 
To record payment of one half of contract for 

building project. 

When the entire project is completed and the balance 

is paid, the above entries would be repeated. When the 

project is completed the final entry would be: (assuming 

funds were allocated correctly). 

Appropriations XX 
Appropriation expenditure XX 

To record closing of building project. 

If a balance remains after the project is completed, 

the balance would first be credited to surplus. The next 

entry would return surplus to the general fund by the 

following entry: 

Surplus XX 
Due to general fund XX 

To record surplus transfer to the general 
fund. 

The general fund would show the contra entries and 

use the funds as the congregation directs. 

The entries in a debt fund would be as follows: 
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To record authorization of loans: 
Authorised indebtedness: XX 

Notes payable XX 
To record authorization of indebtedness. 

Sale of Notes (or Bonds): 
Cash XX 

Authorized indebtedness XX 
To record sale of notes (or bonds). 

Contribution of funds to project: 
Contribution to general fund (Building fund) XX 

Cash XX 
To record transfer of funds. 

Budget appropriation in general fund to pay off 
indebtness (entry in debt fund): 

Due from general fund XX 
Contribution to general fund XX 

To record appropriation to retire indebtedness 
in general fund* 

Funds made available: 
Cash XX 

Due from general fund XX 
To record availability of funds. 

Paymen t of loan (or part of loan): 
Notes payable XX 

Cash XX 
To record payment on loan. 

Interest oan be paid directly from the general fund 

or accrued and paid through the debt fund. The latter may 

be preferable since this will permit single payment and full 

disclosure* 

An entry to record interest accrual will be: 

Interest accrual - extended payment XX 
Due from general fund XX 

Interest payable XX 

To record interest accrual* 

Interest accrual - extended payment is interest 

accrued which is not due until payment of the loan. The 
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entry for payment of this interest will be recorded as 

appropriations are made in the budget* 

This discussion of funds is not all inclusive but 

will set the general pattern of entries to be used and show 

the relation of transactions between funds* 

Property Fund 

The requirements of projjerty records for a non-profit 

institution are usually fulfilled by means of memo records. 

It is not necessary to depreciate property because profits 

are not computed and property Is worth what it would cost to 

replace it. The primary goal of property records is to 

provide a means of maintaining values, control, and 

accountability. The accountability should be at replacement 

cost so that in case of loss, proper reimbursement can be 
« 

made through insurance recovery or personal liability* 

Property records and controls: When chairs, books, 

etc. are purchased by budget expenditure, the item should be 

reoorded in the property records. Some organizations record 

all property with a debit to the asset and credit to surplus. 

Other churches merely use memorandum records. Either method 

is permissible* 

A memorandum record can be of several types. Usually 

the most adaptable is a card record on which is recorded the 

property description, property number, date purchased, cost, 

usual location and a general description. If the property is 
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of such a nature that it can be used in various places, 

space should be provided on the card in which the person's 

name usinp- the property c m be recorded. This is necessary 

for such things as books, chairs, tableware, yard equipment, 

etc. Each card should show the accountable or responsible 

person's name. An exam:.le of this card record is shown in 

figure 13. 

Since the primary aim of the property funa is to 

Insure safekeeping of the property, individuals should be 

appointed to be res.00nsible for the property. This does not 

only mean personal type property but also real property. By 

making trustees responsible for real property, responsibility 

for maintenance responsibilities and Insurance coverage is 

provided for. 

An Important consideration for property funds is that 

the property records should be kept to a minimun to avoid 

over-buraenlng the property trustees. The most Important 

thouf ht is that all property should be properly accounted 

for because the loss of property is as detrimental to the 

church's operation as the failure of a contrlLUtor to 

contribute. 



Property Record 

Date Acquired: Cost: 

Number: Per unit: 

Appraised Value: 

Property Description and Identification Numbers: 

Property Location: 

Insurance Policy: 

Loans 
To Date Loaned Date Returned 

Trustees: 

Figure 15. Illustration of a Property Record Card 
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Dates Verified: by: 



CtlAPTKR VII 

SUPPLMFu.TARY INFORMATION 

Reports and Statements 

One thought discussed earlier was that the records 

should be established so reports and statements can be made 

easily. Reports are one of the primary reasons for keeping 

records. The statements should deliver a complete story of 

all transactions to the members. Ihe survey made by the 

author showed that the types of statements and reports 

varied widely. It is a general practice of most churches to 

publish an annual report while some publish monthly reports. 

The other extreme was to publish a report only when it was 

found necessary to do so. The latter case does not give a 

member the complete story that he is entitled to. 

Approximately one-half of the questionnaires sent by 

the author were returned accompanied with statements. A 

study of these statements revealed many similarities in 

content. The contents which the study revealed and which 

deserve mention are discussed below. 

Balance Sheets by Funds: Some churches presented a 

balance sheet of the church by fund. This informs the 

reader of available resources of the church. If the 

property fund was shown, the report would usually describe 

the property moreso than present a tabular statement* 
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Previous Year's Operations: This is a necessity for 

any report. Usually these statements give complete detail 

of all sources of revenue and detailed information on 

expenditures. This serves as a good background study for 

future planning. 

Budget for the Current Year: Most reports show the 

budget that was accepted for the current period. Some 

reports cross-referenced or compared the past year's results 

with the current budget. From a comparative report, the 

reader can understand what his responsibility is. Many 

reports revealed percent of increase and decrease of 

requirements and Siverare per member. 

Contribution by Member: A large number of churches 

report the amount given by each member through envelopes. 

This procedure is argued pro and con in many circles. The 

author believes that it is good and the result of the survey 

shows that many churches follow this practice. 

Auxiliary Organizations: The reports generally 

contained the statements of the various organizations of the 

church such as Sunday School, Ladies Aid, and Young People's 

Organizations. This permits a more compact report of church 

activities than if each organization makes a separate report. 

Audit Reports: Some ohurches have outside auditors or 

an audit committee which audits the books annually* These 

churches presented the audit report with the certificate in 
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the report. One report studied gave the following certifi

cate of audit. It is presented here as an example. 

We have audited the records of 
Congregation for the calendar year 19 _• Our audit of 
assets Included verification of bank "balances and 
examination of savings bonds. The Finance Board's 
report sheets were compared with the actual deposits. 
Teats were made to see that entries in the disburse
ments Journal were supported by canceled checks. 
Canceled checks were examined for proper endorsements 
and supporting invoices properly approved. The records 
of the School Superintendent were checked against those 
kept by the Parish Secretary. In addition numerous 
other tests were made to test the accuracy of the 
records. We find that the records have been properly 
kept. In our opinion the above Balance Sheet correctly 
states the financial condition of the congregation, and 
attached statements of receipts and disbursements 
properly present the transactions for the year. 

a/ 
' • » • I ^ — — III I • — — » i ^ III I 

Other Report Information: Other items that are not of 

an accounting nature but deserving mention are: 

1. Report of membership growth* 

2. Report of communions, weddings, baptisms, 

funerals, eto. 

5. Report of church attendances, meeting attendances, 

etc* 

Ij. Summary of activities or a short history for the 

year* 

5* Pictures of ohurch, pastor, and leaders. 

6* Complete list of members with addresses. 

7« Church programs* 

12 Poust, Roy, Parish Secretary, "Annual Report - 19i|9" 
Emmaus Lutheran Church, Denver, Colo* 
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The reports did not show uniformity in report form or 

terminology. Generally the reports showed tabular statements 

by funds. This is advantageous because later when oral 

reports are given, they can be more easily understood. The 

terminology cited in Chapter III is used by some churches. 

The accounting profession encourages the use of more 

descriptive terms than present accounting terms and the 

reports using descriptive terminology provided easier and 

more colorful reading. 

System Installation 

In cases where the author personally installed a 

system, it was found that small funds are the easiest 

trainers. A small fund with few transactions is a good 

introduction of a double entry system. This method does not 

tend to neglect a double entry system for the general fund, 

but provides an easy training medium. A building fund 

readily fulfills the requirements of a training system. 

After trained personnel are available, the general fund 

should be placed on a double entry system with proper 

separation of duties. 

The property fund or records should be established as 

soon as possible and definite controls established. This Is 

as important as controlling the cash. 

It is advisable that outside assistance be utilized 

when installing a system unless the person keeplnr; the 
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records is well vorsed in accounting methods, f̂ ven though 

adequate knowledge of accounting is available, outside 

assistance is desirable because different ideas can be 

presented* This is the assxmiption that businesses make in 

utilizing outside auditors. 

Onoe the system is established, a synopsis of the 

system's operation should be made in writing. The synopsis 

will prevent many questions and conferences v/hen financial 

officers are changed or when the books are being audited. A 

set of example entries could be made to serve as a guide for 

new officers or new employees. 

The period or year of operations should be determined 

at the same time that a system is installed. The calendar 

year is the most widely used accounting period. One section 

of the work, receipts for contributions, will be required by 

the members for the calendar year, since most people pay 

taxes on a calendar year. This is one reason for closing 

the entire records on a calendar year since one section will 

require computation at that time. In order to reduce the 

possibility of confusion, all churches should operate on a 

calendar year vnless other reasons Justify a different 

fiscal year. Since many people plan their finances on a 

calendar year basis, parallel planning would be possible if 

the churoh operates on a calendar year. 
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Finanoinf; 

Churches are generally conservative in their 

operations and as a result will try to maintain a large 

surplus of cash* This is not proper because money 

oontributed to a church that is not used will not help the 

ohurch* The program should be planned so that expenditures 

will not cause a deficit one quarter and a surplus the next. 

An example would be to stagger major repairs in different 

months. Contributions to a debt retirement fund should be 

monthly rather than once or twice a year* This procedure 

results in more uniform amount of exi>enditures by months* 

If it is the polioy of the church to have surplus 

oash for emergencies, the proper thing to do Is invest the 

Surplus in an interest bearing safety deposit account. If 

this is done, the money is available but it is not a dead 

investment* 

A large problem a church will encounter is planning 

and carrying out expansion or building programs. A building 

fund should be started in periods prior to actual building* 

As the fund receives contributions, the money should not be 

left idle but should be invested in some trust or in a safe 

interest bearing deposit* Some building programs are started 

as many as ten years in advance and the money received from 

the interest will replace several contributors* 

Some ohurches report that a building program without 



a building is not very well supported. In order to provide 

funds to erect a building various methods have been used 

which are discussed below. In each type except the straight 

loan type, it is advisable to have an attorney determine the 

state's legal requirements because the legal requirements 

vary from state to state. 

Most churches borrow the money from individuals* 

Congregations prefer this method because the publicity of 

churoh indebtedness is limited. In most cases the money is 

borrowed from one or more individuals within the church or 

from a church extension fund. 

Some churches have floated bond issues. Sometimes 

the bonds were nothing more than small loans from many 

individuals where the individual has the privilege of buying 

or selling the loans more readily. Ihe bonds were in various 

denominations to suit the individual buyer. 

Churches can sell bonds in the same way that 

businesses do. A description of one case studied is as 

follows. A bank volunteered to be the trustee and the bank 

holds a mortgage on the property. The trustees (bank) 

guarantee the payment of the bonds and the church property 

serves as collateral. The bonds are l\% coupon bonds and all 

interest is paid by the bank. All bonds are payable on or 

before maturity date and range in maturity from one to 

fifteen years. The bank redeems the bonds. The trustees 
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maintain a register of all bond holders. The bonds were not 

issued until all were subscribed for. In this case there 

was an over-subscription of bonds. The bank would advance a 

subscriber up to 90% at k% interest with three years in 

which to pay the bonds and the bank would hold the bonds as 

collateral. All transactions concerning bonds were and will 

be made through the bank and the church would make direct 

payment to the bank.^5 This project proved to be very 

successful and showed all of the marks of good planning. 

Financing by a bond issue such as the above Is very 

good and provides a flexible means of repayment. In this 

particular case it wasn't necessary to receive the 

Securities Exchange Commission's approval or receive approval 

from the state. But in most cases it is advisable to check 

all legal requirements before such a project is initiated. 

Some churches have sold paper which was called stock. 

This is not a true title and studies have shown these to be 

of varying types. One type is closely related to preferred 

stock. This type provides for a certain return of dividend 

each year and the principal passes to the church upon death 

of the stockholder. Some stock issues carry certain voting 

privileges but many of these have had undesirable results. 

^5 Sherrod, Paul, Lubbock, Texas, Personal Interview* 
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Taxes 

It is a general practice of the state and local 

governments not to tax church property. Several states' 

laws vary on church property that is used for Income 

producing purposes. State Ipws also vary on corporation 

laws If a church owns a regular business corporation. The 

tax question should be investigated at any time that 

outside property or Interests are acquired. 

Section 421 (b) (1) (A) of the Internal revenue code 

expressly exempts churches from income tax liability. At 

the present time churches are also exempt from Supplement U 

tax if they engage in businesses which are not within the 

regular operations of the ohurch.^^ Changes in the Internal 

revenue code are made too often to permit an informative 

study here. Current Information on these subjects can be 

obtained at any Internal Revenue Office or from any capable 

public accountant. 

Employees of the church with the exception of the 

minister oan be covered by the current social security 

reguletions. This option is available to the employees but 

can only be used if a majority of the employees approve the 

election by vote. The system must be in effect for ten 

years if accepted and all employees will be effected by the 

1^ Connelly, William F. Dunn, and Mitchell Editors, 
Federal Tax Course for 1954. Students Edition, Prentice 
rail Inc., ^ew !̂ ork, h. i. '^p. j427, 3436. 
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program*^5 Changes in the laws and regulations do not 

warrant a complete explanation of the subject here. Current 

and full information can be obtained at any social security 

office of the federal government or from a capable public 

accountant's office* 

The church should never fail to give receipts for 

contributions if the records are available, and they should 

be available. The contributors will need the receipts to 

support the contribution deduction on their tax returns* 

Many churches render an additional service for its contri

butors in this field. Some churches take donations for 

regular civic drives such as the Red Cross, March of Dimes, 

etc. Hie church in turn transfers the funds to the 

collection centers. If this is done, a convenient combined 

receipt of all contributions to church and charity can be 

furnished by the churoh for its members. This is becoming 

more popular in recent years. 

15 Ibid, pp. 4005-lj006* 



CHAPTER VIII 

SUMMARY 

The material herein presented is the author's conclu

sion concerning the best accounting practices in churches. 

The author does not develop any one system for a ohurch to 

use. The material Is presented so a church at its pleasure 

can develop each phase of the accounting system by the 

financial officer Involved. The system permits separation 

of duties among the officers and still maintains coordination. 

The lack of reference to published material was due 

to the lack of church accounting literature. It was stated 

earlier that most of the Information was received from 

questionnaires which were studied as a whole. Tables of 

results of the study were not given because the systems 

differed so widely that tables of results would not furnish 

eny desirable information. This paper is written with the 

hope of formulating a uniform church accounting system. 

Most of the information presented under the subject 

of double entry system was acquired through actual 

Installation and evaluation of the accounting system of the 

missions of the Lutheran Churoh - Missouri Synod in Japan. 

Mr. Tewes, the business manager of the mission, contributed 

many ideas and assisted with the evaluation. The conclusions 

drawn from this installation are presented as the most 

workable double entry system. 
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The f ina l conclusion and recommendation of the author 

i s that the s ingle entry system can be used profitably but 

a l l systems should be established with the goal of 

eventually i n s t a l l i n g a double entry fund system of 

accounting* 



APPENDIX A 

LEGAL HISTORY OF THE OHDROH 

The author does not intend to present the legal 

history of the church but, in order to give the reader an 

abbreviated history of cases, the following quotation is 

given, which ^A 11 serve as an introduction of possible legal 

entanglements which a church mi^t encounter. In a review 

of the cases, one can conclude that, from a legal standpoint, 

good records are essential, particularly in the property 

field* Many churches retain the services of a lawyer to 

advise them of legal developments which is an advisable 

pr ac ti ce . 

The following brief history of legal cases involving 

churches was taken from Bouviers' Law Dictionary and Concise 

Encyclopedia by John Bouvier, (3rd Revision by Francis 

Rawla), Vernon Law Book Company, St. Paul, Minn., 19lh» 

Pp* 2867 to 2869. 

Religious Society: A body of persons associated 
together for the purpose of maintaining religious 
worship. In this country they are not ecclesiastical 
corporations in the English sense, but ordinary private 
civil corporations, and as such subject to the ordinary 
civil Jurisdiction; Watson v. Jones, 15 Wall (U.S.) 
679, 20L Ed 666^ Gram v. Prussia Migrated Evangelical 
Lutheran German S o c , 5b N.Y. 161: Smith v. Nelson, 
IB Vt. 511. 

The religious corporation and the church are 
distinct bodies, independent of each other. When a 
church and society are united, the society commonly was 
the property and makes the pecuniary contract with the 
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clergyman, but In many instances a society exists 
without a church and a church without a society; Silsby 
y* Bon low. 16 Gray (Mass.) 529* Membership in the ohurch 
Is not ordinarily a prerequisite to membership in the 
corporation, and the excoriBnunlcatlon of a member who 
was a trustee for a religious society did not disqualify 
him from holding that; Bouldin v. Alexander. I5 Wall 
(U.S.) I3I; 21 bL Ed. 69*;; This distinction between the 
church and the society has been stated by Judge Cooley, 
who said that the statute under consideration 
contemplates a church connected with the corporation, 
though that may not be essential. The church is not 
incorporated and does not control the property or the 
membership of the society, while the corporation has 
nothing to do with the church except to provide for its 
temporal wants; Hardin v. Second Baptist Church of 
Detroit. 51 Mich, 13?, 16 l̂ .W. 311,%? Am. kep. 555-
The unincorporated ecclesiastical body has power to 
control and discipline its membership, but the 
religious corporation has no power to try or 
disfranchise a corporation for moral delinquency, and 
in case of an attempt to do so, he has his remedy at 
law; People v* Church. 53 N.Y. 105. 

Their powers like those of other corporations, 
are construed with reference to the object of their 
corporate existence and extend so far, and so far only, 
as necessary to effectuate them. It has been held that 
a church corporation the object of whose incorporation 
was "the more efficient worship of God, the preservation 
and perpetuation of said church, and the better control 
and regulation of the property thereof," had no power 
to charter a steamboat, manage public excursion, and 
sell ticketa therefor in order to raise money to pay 
debts of the church; Harriman v. Church, 63 Ga. I06, 
36 Am. Rep. II7* 

Where there is a dispute over the right of 
contesting factions of an unincorporated church to the 
use of the church property, an injunction will lie at 
the suit of the faction entitled to the property to 
restrain trespasses thereon by the other faction; 
PulbrlKht V* Hi/^Rlnbothan, 133 Mo. 668, 34 S.W., 875, 

Even vtiere the corporation is defective, yet 
where land has been acq\iired for the use of a religious 
society, equity will enforce that use no matter where 
the legal title is vested or though it be in an 
individual. So the corporation itself will be 
compelled by the courts to administer the property upon 
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the trusts attached to it In the grant or donation. 
The corporation or society are trustees and can no 
more divert the property from the use to which It was 
originally dedicated than any other trustee. If they 
should undertake to divert the funds, equity will raise 
some other trustee to administer them and apply them 
according to the intention of the original donors or 
subscribers." Sharewood, J., in appeal of Schnorr. 
67 Pa. 136, 5 Am. Rep. 415. 

The effect of church divisions upon such trusts 
is discussed by Mr. Justice Miller in Watson v. Jones, 
13 Wall, (U.S.) 679, 20L. Ed. 666. He classifies the 
cases under 3 heads: 

(1st) Was the property in question devoted, by the 
grant, or sales, to the support of any specific 
religious doctrine, or was it acquired for the 
general use of the society for religious purposes, 
with no other limitation? 
(2d) To the society which owned it of strictly 
congregational form of ohurch government, owing no 
submission to any organization outside the 
congregation? 
(3d.) Or is it a member of such societies, united to 
form a more general lodge, with ecclesiastical 
control in the general association over the members 
rnd societies of which it is composed? 

In the first class of cases, the court will, 
when necessary to protect the trust to which the 
property has been devoted, inquire into the religious 
faith or practices of the parties claiming its use or 
control, and will see that it shall not be from that 
trust. 

If the property was acquired in the ordinary way 
of purchase, or gift, for the use of a religious 
society, the court will inquire who constitutes that 
society, or its legitimate successors, and award to 
them the use of the property. 

In case of the Independent order of the congrega
tion, this is to be determined by the majority of the 
society, or by such organization of the society as, by 
its own rules, constitute its government. 

In the class of cases in which property has been 
acquired in the same way by a society which constitutes 
a subordinate pert of a general religious organization 
with established tribunals for ecclesiastical 
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government, these tribunals must decide all questions 
of faith, discipline, or ecclesiastical government. 

In such cases where the ri^t of property in the 
civil court is dependent on the question of doctrine, 
discipline, ecclesiastical law, vote, or custom, or 
church government, and that has been decided by the 
highest tribunal within the organization to which it 
has been carried, the civil court will accept that 
decision as conclusive, and be governed by it in its 
application to the case before it: Watson v. Jones, 
15 Wall, (U.S.) 680, 20L. Ed. 666; ^.d., 11 Am L. Reg. 
450 with a full note by Judge Redfield. 

Where a church is in full connection with a 
synodical body, those who secede, whether a majority or 
not, lose all right and privilege to the corporate 
property, and those who remain hold them; Gable v* 
Miller. 10 Paige (N.Y.) 627. 

The majority of a church cannot change its 
doctrines and still retain the property given to it 
against the minority adhering to the faith in which the 
church was founded; Smith v. Pedigo. ll|5 Ind. 56I, 55 
N.E. 777, kk N.E. 363, 19L> ft*A./Christian Church of 
Sand Creek v. Church. 219 H I . 505, 76 JJ.H. 703. 

Where property is devoted under a trust to a 
particular religious faith or form of church government, 
those mho adhere, however small in members, are entitled 
to its use, as against those who abandon the doctrines 
of a churoh; Httrrison v. Dreber, Speer Eg* (S.C.) 87; 
MoGlnnis V. W^son, i|l Pa. 9; Keyser y. stasifer, 6 
Ohio, 565; Rosea v. Jacobs, 98 Mass. 65; Nance v. 
Bushy. 91 Tenn. 505# 1« S.W. 87k, 15 L.R.A. bOl* 

In the leading English case. Free Church of 
Scotland v* Overt own* /T^Oli/ A.C. 51^ • on the question 
of the right of the majorlTy to write with arother 
religious organization, differing in essential points, 
it was held that the majority could not lawfully 
alienate the property from Its original purpose and 
that it belonged to the minority who held to the 
original tenents of the founder. 

Where the members of a parish sought an 
injunction to prevent the vestry of a church from 
closing it, in order to carry on Its work in another 
part of the parish, the injunction was refused; Burke 
V* Rector of Trinity Church. 65 Misc. Rep. i\3, II7 N.Y* 
Supp. o:?« 
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In 3D me states as Illinois, Maryland, and 

Massachusetts, statutes provide that the appropriate 
Roman Catholic archbishop shall be and may become a 
corporation sole. 

An allegation that by the regulations of the 
Roman Catholic Church the bishop of the diocese holds 
all its property in his own name as trustee, for its 
benefits, and compelling performance, is not recognized 
by law. The courts will not take Judicial notice of 
the civil rights and powers of the Roman Catholic 
Church, so far as its civil rights and duties are 
concerned, in the absence of averment or proof upon the 
subject. Where such a question has been submitted to 
an ecclesiastical tribunal in the church, its decisions, 
adverse to the claim, is a bar to an action therefor; 
Baxter v* McDonnell. I55 N.Y. 85, k9 N.E. 667, kO L.R.A. 

A bishop is not liable to a priest for his 
salary; both are fellow servants of the same church; 
Rose V. Vertin. k6 Mich. I457, 9 N.W. i|91, kl Am. Rep. 
17H« Those who deal with an unincorporated church must 
trust the performance of civil obligations to the honor 
and good faith of its members; Trustees for First See, 
of M.E. Church v. Clark, 1|1 Mich. 7^7, 3 Î .W. 20?. The 
condition in a gift to a church to teach a definite 
Christian doctrine is not satisfied by teaching merely 
a form of general evangelical Christianity; Lawrey v. 
Hawaii. 215 U.S. 55lj, 50 Sup. Ct. 209, ^h^» Ed. 525. 

A conveyance of real estate to a trustee for the 
use of a particular congregation constitutes an 
executed legal estate in the congregation Itself, to be 
used by it for such purposes as the law allows; and 
the congregation may direct the trustee to convey to 
other persons as trustees, sind he may not refuse to do 
so on the ground that he is a Bishop of the Roman 
Catholic Churoh of which the congregation Is a part; 
Kranczunas v. Hoban, 221 R. 215, 70 Atl. 7I4O. The 
right of a comnunistic religious association to engage 
in business enterprises is upheld in State v. Amana 
Soc, 152 Ta. 504, 109 N.W. B9k, 8 L.R.A. (N.S.} 909, 
11 Ann. Cas 25I* 

A priest necessarily subjects his conduct, in 
that cai>acity, to the laws find customs of his church; 
and in that respect, ¥4ien his case has been heard 
according to the prescribed forms, the decision of the 
tribunal of the church will be respected by the courts; 
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stock y. O'Hara. 98 Pa. 215; Chase v. Cheney, 58 111* 
509, 11 Am. Rep* %. 

In religious bodies all matters of faith and 
internal government will be left to the decisions of 
the bodies themselves; Fuig^ y« Treacy, \0\\ Pa. 1495, 
Trustees of East Norway Lake Norwegian Evangelical 
Lutheran Church y. Halvorson. 1̂2 Minn. 503i 44 N.\iif. 
665; Steward v. Lee, 5 Del. Ch. 575; Schlichter v. 
Kelter, 156 Pa. 119. 27 Atl. 145, 22 L.R.A. 161; 
iSohweiker v. Huser. ll|6 111. I428, 5I4 N.E. 1022. But 
where these decisions violate the law of the land, or 
their own law; appeal of Kerr, 89 Pa. 97; Courts will 
examine them; Pounder v. Ashe. 56 Neb. 50I4, 5^ N.W. 
81+7; After the ecclesiastical remedies have been 
examined; Brettner v. P^aaer, 100 Mich. 179, 5^ N.W. 
85i|. 

If property rights are involved, courts will 
assume Jurisdiction; Gashman v. Church. 162 Pa. 280, 
29 Atl. 872; Lynd v. lilenzieŝ  55 N.J. L. l62; and the 
office of priest; C^Hara v. Stack, 90 Pa. 477; or 
vestryman; Dahl v. Palache, b F ^ l . 248, 9 Pac, 97; 
involves a property right* 



APPENDIX B 

QUESTIONNAIRE FOR SURVEY OF CHUROH ACCOUNTING 

The following pages contain the questionnaire sent by 

the author to approximately seventy five churches. These 

churches were selected from eighteen different denominations 

of various sizes, and in various places throughout the 

United States, Twenty-one of the questionnaires were not 

returned althourh some of these were acknowledged. 

Approximately one-half of the churches forwarded copies of 

their reports and statements. Many of the churches sent 

copies of the accounting material used by their churoh. 

The results of the survey were not tabulated because 

most of the questions were answered with exceptions and 

tabulated results would show a distorted picture. As 

stated earlier, the results of the questionnaire were 

studied as a whole for each phase of accounting. Conclusions 

drawn by the author from these studies ^re presented as the 

most workable system. 

The following churches contributed material that was 

used in studies for this study. 

Churoh or Individual Address Location 

Henry J. Boeha 912 West Third St. Brenham, Texas 

St. Paul Lutheran 428 EUie St. Toledo 2, Ohio 
Church 

gt. John's Lutheran Wilson, Texas 
Churoh 
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Harford 6: Botavia 

Avenue 
Grace Lutheran 

Church 

St. John's 
Lutheran Churoh 

Betty Gottfried 

St. Paul's 
Lutheran Church 

Redeemer Lutheran 2220 - 25rd St 
Church 

St. James 
Lutheran Church 

Baltimore ik, 
Maryland 

502 E. Nueva St. San Antonio 5, Texas 

New York, New York 

Wilson, Texas 

Lubbock, Texas 

Schwano, Wisconsin 

Calvary Lutheran Shelby & Dudley Indianapolis, Indiana 
Churoh 

Qnmaus Lutheran 
Church 

Hope Lutheran 
Churoh 

Pilgrim Lutheran 
Churoh 

St. Lukes 
Lutheran Churoh 

St. Stephens 
Lutherein Church 

Trinity Lutheran 
Church 

First Baptist Church 

3120 Irving St. Denver, Colorado 

6550 S. Whipple St. Chicago 9, Illinois 

Pair &:W, FlxrLssant 
Avenue 

1500 W. Belevart 
Avenue 

2820 Ferndale 

South Main Baptist 200 Colquett 
Churoh 

First Baptist Church 

First Baptist 
Churoh 

1201 N. Robinson 

St. Louis 15, Missouri 

Chicago 15, Illinois 

Chicago, Illinois 

Houston, Texas 

Wilson, Texas 

Houston, Texas 

Amarillo, Texas 

Oklahoma City, 
Oklahoma 

First Baptist Ohurch Lubbock, Texas 



F i r s t Methodist 
Church 

F i r s t Methodist 
Church 

iJ^ll Broadway 

50 
Wilson, Texas 

Lubbock, Texas 

F i r s t Methodist 51421 Universi ty 
Churoh 

Dal las , Texas 

City Temple 
Methodist Churoh 

First Christian 
Church 

77 W. Washington Chicago, lUinois 

Central Christian 25I47 Menlo Drive 
Churoh 

Lubbock, Texas 

Wichita, Kansas 

Central Christian 
Church 

Denver, Colorado 

East Dallas Peak and Junius 
Christian Church 

University 14759, 15 N.E. 
Christian Church 

Dallas, Texas 

Seattle, Washington 

Central Christian 201 Aallis Avenue 
Church 

Lexington, Kentucky 

First Presbyterian 1510 Ave. N. 
Churoh 

Lubbock, Texas 

Highland Park 
Presbyterifiui Church 

First Presbyterian 5500 South Main 
Church 

St. Paul's 2521 l$th St. 
Episcopal Church 

St. Mark's 315 E. Pecan St. 
Episcopal Church 

St. Jame's Jerome & 190th St. 
Episcopal Church 

Dallas, Texas 

Houston 14, Texas 

Lubbock, Texas 

San Antonio, Texas 

New York 58, N. Y. 

St. John's 5li| W. Adams Blvd. 
Episcopal Churoh 

Los Angeles 7, Calif. 
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Church of the Goodfellow & Gates 
Ascension (Episcopal) 

Church of the 
Good Sheppard (Episcopal) 

St. Elizabeth's 
Catholic Church 

Box 1658 

Diocese of Amarillo Box 2009 
(Catholic) 

The Salvation Army 

Pentecostal Church 

Seventh Day 
Adventist Churoh 

210l^ 5 th S t . 

909 Ave. T. 

Congrega t ion Box l l |66 
Shaa re th I s r a e l 

1 s t . Nazarene 
Churoh 

Duplex Envelope, Co. I n c . 

S t . Louis , v!issouri 

Columbia, S. G. 

Lubbock, Texas 

Amar i l lo , Texas 

Lubbock, Texas 

Lubbock, Texas 

Lubbock, Texas 

Lubbock, Texas 

Kingdom Hall 129 Temple Ave. Lubbock, Texas 
(Jehovah Wi tness ) 

i f l s t & Har r i son Kansas C i t y , Missour i 

Richmond, V i r g i n i a 

Concordia P u b l i s h i n g 5558 S. J e f f e r son S t . Louis 18 , 
House Avenue Missouri 



Wilson, Texas 
Msy 50, 1950 

Dear S ir : 

Enclosed you will find a questionnaire and a self 
addressed envelope. I would like to have the questionnaire 
executed and returned to me by June I5, 1950 if at all 
possible. 

I am writtlng a master's thesis in the field of 
accounting at Texas Technological College in Lubbock, Texas. 
The subject will be "Church Records, Statements and 
Fincmcial Policies". Since I have a deadline to meet for 
the completion of the thesis, I would like to have the 
information by the above date* 

I would like to have your Financial Secretary, Treasurer, 
Pastor, or someone well acquainted with your church's record 
fill out the questionnaire. 

As one can easily realize, the difference of religious 
beliefs and practices would not easily lend itself to a 
questionnaire of this nature. Because of this any additional 
information which you might add will be of a substantial 
value* In fact I want to know about any other financial 
policies and bookkeeping procedures that I have not inquired 
about in the questionnaire. 

The reverse side of the questionnaire may be used to 
substantiate any of the answers. Here again I encourage 
that you substantiate each question if possible. As you 
make further remarks about a particular question please 
indicate the number of the question when making the remarks. 
If you deem it necessary please add additional sheets for 
the remarks. If further postage is necessary please ask the 
postmfitfi to place postage due stamps on the letter and I will 
pay the remaining postage. 

I am approaching the subject as much as possible from 
the business angle rather than from the religious angle 
althou^ in many cases the two are so closely intermingled 
that they cannot be separated. It is in this light that I 
would like to have the questions answered. 

If you find it impossible or for any reason do not care 
to execute the questionnaire, please return the question
naire in blank so that I can compile the information as soon 
as all the letters have been returned. 
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X am a member of the Lutheran Church Missouri Synod. 

Thanking you in advance for your information and 
cooperation, I remain 

Cordially yours. 

Rayburn E. Hahn 
Box I4I 
Wilson, Texas 
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QUESTIONNAIRE OF CHURCH FINANCIAL 
POLICIES AND BOOKKEEPING PROCEDURES 

Please use the reverse side and additional sheets to 
substantiate any or all questions. In each case where the 
answer is pother** please explain the system or subject 
??on''whi'oh ;n,/fv,rii ^v« knowledge of any further informa
tion which you think might further the information 
on-otfo^o P^«*«\a^\^lie same to this questionnaire. These 
questions apply to church finance on the congregational 

I It' t î̂ ®̂ «5huroh records are kept by some higher level 
or the churoh body please explain the system and procedures. 

BOOKKEEPING 

1. What type of records are kept? Double entry bookkeeping 
procedure ; single entry ; record of receipts and 
disbursements only ; other . 

2. Who does the bookkeeping for the church? A CPA , a 
practicing accountant ; a part time employee ; an 
appointed or elected layman ; the minister ; 
other . 

3. Are the books audited? By an Independent accountant 
; by a lay member or members ; by the minister ; 

other . The books are audited regularlly ; audited 
upon request ; not audited . 

4. Are budgets made? . Are the budgets complied with? 
. Who makes up and approves the budget? (answer) 

5. Are all assets of the church recorded on the books? . 
If yes, at cost? : at appraised value? ; at depre
ciated value? "1 Under what accounts are they carried? 

6. Are formal statements made T'̂ gulerily? Are copies 
distributed to all of the members? . (If statements are 
made, please enclose a copy of each statement made at the 
end of the last fiscal year or as of the last date that 
statements were made.) 

7. Are pledges and the budget placed in regular accounts in 
the formal records? • If yes, give the name of the 
accounts used, etc. 

Any further explanation that can be added concerning 
the records used, names of accounts used, and formal records 
will be appreciated. If possible attach a copy of the trial 
balance to your statements if the double entry system of 
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bookkeeping is used. If you care to give further explana
tion to the statements, please do so. If you have knowledge 
of any book or pamphlet that has been written on this 
subject, please indicate the name, author, publisher (and 
address), and date. 

CASH 

1. Is all cash kept in one account? ; two? ; 
number? ^. Number of banks? . Slher places of 
safekeeping? . 

2. How is the cash divided? By funds ; other . If 
separated by funds, are Interfund loans permissible^ . 
How, by whose approval, under what conditions? 

3. Are checks cosigned? ; single signature? ; 
other? .̂ On the reverse side explain fully the methods 
used in safeguarding the cash disbursements. 

4. Who reconciles the bank statement to the church records? 
(Answer by office held by the person.) 

5. Are all receipts handled by one person? ; (indicate 
number if more than one) • On the reverse side explain 
fully the methods used in safeguarding cash receipts from 
souroe to bank deposits or accounts. 

6. Has your church ever suffered a substantial cash 
shortage? . If yes, what was the amount? * 
Describe the circumstpnoes. (No quotation of your church's 
statement will be made under its name because this is for 
statistical purposes and for background purposes to set up 
preventive measures to prevent such recurrances.) 

7. Describe the method of approving expenditures. 

In addition to the explanations given to questions 3 
and 4 give any additional information concerning the praa-
tlces of handling of oash. Also add any further safeguards 
that are used by your church in the handling of cash. If 
you have knowledge of any book or pamphlet on this subject 
that has been published please indicate the name, author, 
publisher (and address), and date. 

FINANCIAL POLICIES 

1. Is the weekly envelope system of contribution used by 
your churoh? . if not, do you use any other system other 
than loose plate collection. (Indicate) • 
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2. Is the pledge system used by your church? . If so 
In what manner and how well is it carried out? . 

3. Is surplus oash Invested? . if not how is it kept 
active? . 

4. Does your ohurch issue bonds in its expansion or other 
programs? . Stock? ; Obtain personal loans? ; 
Other? . (Discuss your experiences with any of tEe 
above if any is yes.) 

5. List in order the five best means of obtaining funds for 
your churoh. (You may list more or less as deem appropriate.) 

(2) 
(3) 
(4) 
(5) 

These questions are Inalcative of the information 
desired. In addition to the questions you aay add any 
important or outstanding financial problems that have come 
up in the past and how they were overcome. If you attempted 
to put some particular system into operation that failed, 
please give a brief sketch of how and possibly why it failed. 
Add anything that you have done In line of plannlngs, pro
grams, etc. If you have knowledge of any book or pamphlet 
that has been published on this subject, please indicate its 
name, author, publisher (and address), and date. 

MISCELLANEOUS 

If your statements do not contain such information as 
membership by classes or total receipts and disbursements 
and you have such information available please enclose the 
same. 

The above statements and figures are true to the best 
of my knowledge and belief. 

(Signature) 

(Address) 

lOfflce held in the Churoh) 
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