4. FINANCIAL POLICY AND PROCEDURES

4.1. Introduction  

4.1.1. Organization  

Tar River Baptist Association, Louisburg, North Carolina is a 501(c) (3), nonprofit organization and is tax exempt from federal income taxes. Tar River Baptist Association was incorporated and certified by the Secretary of State on April 27, 1995 under Chapter 55A of the statutes of North Carolina as a nonprofit corporation. Tar River Baptist Association is tax exempt from state income taxes.  

The Financial Policy and Procedures, as set forth in this manual, are intended to provide an accurate and confidential accounting of all financial transactions to the paid and elected leadership and member churches of the Association.

Charitable contributions are the primary source of support of the Association and are received in the form of cash, checks, bank drafts, goods, stocks, bonds, and real property.

The Financial Policy and Procedures are intended to assure the member churches that the Mission [Vision] of the Association is being financially empowered through good fiscal management and accountability.  

4.1.2. Statement of Purpose
The Financial Policy and Procedures contained herein are established to provide specific guidelines for the handling of all funds and properties received by Tar River Baptist Association, Louisburg whether they are contributions, fees/donations for usage of space or equipment, services rendered, or any other purpose for which payment or special contributions are received. 

The purpose of the Financial Policy and Procedures Manual is five-fold:

4.1.2.1. To provide an administrative framework of best practices to assist 

the employed staff and elected leadership to conduct the business of the Association in a consistent and standardized manner;

4.1.2.2. To establish checks and balances within the administrative 

processes to assure the integrity and safety of the monies and properties received from the member churches and other sources;

4.1.2.3. To assure compliance with actions of the membership as 

approved and recorded in the By-Laws and minutes of any Association business meeting;

4.1.2.4. To assure compliance with all governmental regulations and/or 

laws;

4.1.2.5. To protect the Internal Revenue Service (IRS) 501(c)(3) tax exempt status;

4.1.2.5.1. To prevent liability claims; and

4.1.2.5.2. To protect the employees; and,

4.1.2.5.3. To serve as an orientation document for newly hired staff members and as a reference for the existing staff members and lay leadership which should enhance the continuity and ease the transition of annual rotations of involved councils, committees, and organizational leadership in conducting the financial business of the Association.

4.1.3. Scope of Financial Policy and Procedures Manual

The Financial Policy and Procedures contained herein, subject to the By-Laws, replace and supersede any and all policies and procedures concerning the issues described within these specific guidelines that may have been previously adopted by Tar River Baptist Association, Louisburg or the Finance Committee or other elected leadership teams, councils, and committees. If some previously adopted policy has been inadvertently omitted, the earlier policy will prevail until such time as the guidelines contained herein are amended or rescinded.
1.1.1. Procedure for Revising the Policy and Procedures Manual
The Finance Committee will review the adopted Financial Policy and Procedures annually in order to maintain consistency of the procedural guidelines and the actual practices and to insure that the guidelines remain in compliance with applicable state and federal laws. Changes may be proposed by the Associational Missionary or any committee and must be submitted to the Finance Committee Chairperson in writing for discussion and adoption by the full committee. The Finance Committee will then be responsible for submitting approved changes to the Associational Executive Council. The Associational Executive Council will make their recommendation to the Executive Board during one of its meetings. 
1.1.2. Exception Process for Handling Non-Compliance to Procedures
Any non-compliance to the required procedures in this manual may be addressed to any of the following parties depending on the non-compliant party involved and the escalation needed for approval of the non-compliance or the disciplinary actions needed:  Associational Missionary, Personnel Committee, Finance Committee, Moderator, and Vice-moderator.
1.1.3. Applicability of Manual to All Associational Receipts and Disbursements

All the policies and procedures in this manual apply to Tar River Baptist Association ministries and operations since all receipts and disbursements are centralized and managed by the Financial Secretary and Treasurer.  

1.1.4. Copies of Financial Policy and Procedures Manual

Copies of this manual can be viewed online or be obtained by a request through the Association office.

1.2. General 
The fiscal year of the Association is January 1 – December 31.
1.2.1. Funds
1.2.1.1. General Operating Fund 
The General Operating Fund is established to provide for the overall operation and functions of the Association:

3.1.1.1.1. Deposits to the General Operating Fund consist primarily of budget receipts.
3.1.1.1.2. Disbursements of funds for budget approved expenditures are made from the General Operating Fund.
3.1.1.1.3. The purpose of the General Operating Fund is to receive and distribute the funds for the approved expenditures.
3.1.1.1.4. The operation of the Association is accomplished through the General Operating Fund.
3.1.1.1.5. The General Operating Fund is used as a tool to help the Association accomplish its mission.
3.1.1.1.6. All cash, checks, and other forms of currency which are not marked for approved designated purpose will be deposited to the General Operating Fund.
3.1.1.1.7. The Financial Secretary will maintain a record of deposits made to the General Operating Fund in compliance with the established policies of the Association.
3.1.1.1.8. Checks dated December 31 or earlier must be post marked not later than midnight December 31 to be recorded as a contribution for the previous year. Also, such contributions must be received by January 7 to be recorded in the contribution records for the previous year.
3.1.1.1.9. The value of time or services contributed by an individual to the Association is not recognized by the Internal Revenue Service as a valid charitable contribution.  Therefore, the Association will not provide any form of acknowledgment as a record of contribution.
3.1.1.1.10. Contribution records from individuals are confidentially maintained. Only the employee or elected person having the responsibility for maintaining the contribution records and the independent auditor shall have access to individual contribution records.  From time to time, other specific persons or officers shall have access to records for specified purposes and defined periods of time as determined and authorized by the Associational Missionary.
3.1.1.1.11. In the event Tar River Baptist Association serves as the responsible agent (therein serving as bookkeeper, etc. for that entity) for any outside organization (North Central Region, church mission/plant, mission and ministry causes, etc.), such organizations must adhere to the established financial policies and procedures of the Association.
3.1.1.2. Reserve Fund:

The Reserve Fund is established to allow the Association to carry on with its work during times when cash flow from the member churches is not sufficient to meet approved budgeted expenditures.
3.1.1.2.1. Tar River Baptist Association contributes monthly from its approved budget funds to the Reserve Fund.

3.1.1.2.2. The Association will strive toward building up the Reserve Fund to provide three (3) months operating expense as prescribed by Certified Public Accountant’s recommendations with regard to business operations of the Association.
3.1.1.2.3. The Financial Secretary is authorized to make transfers from the Reserve Fund to the General Operating Fund to comply with the approved budget so the work of the Association will not be impacted during times when cash-flow from member churches is an issue.
3.1.1.2.4. The Financial Secretary must report such action to the Finance Committee at their next meeting for review.
3.1.1.2.5. In the event the Finance Committee determines cash-flow issues represent a downward trend in contributions from member churches or other factors related to the current budget, they may make requests of staff, council directors and committee chairpersons related to the cash-flow issue.
3.1.1.2.6. Upon continued review, the Finance Committee may also make recommendations to the Association with regard to adjusting the approved budget at a regular or special called meeting of the Association.
3.1.1.3. Designated Funds
Designated funds are contributions made to the Association for a specified (designated or restricted use) purpose. 

3.1.1.3.1. Designated fund accounts are designed to help meet the needs of a variety of ministries.
3.1.1.3.2. When a designated fund account has fulfilled its intended purpose it will be deleted and any remaining funds will be transferred to the Reserve Fund.
3.1.1.3.3. Requests to spend funds in excess of $500 (single receipt or total cost for a particular project/ministry) must go to the Associational Missionary for prior approval.  The Associational Missionary may seek advice from the Finance Committee or Moderator, Vice-Moderator, Treasurer, and Chairperson of the Finance Committee if deemed necessary.
3.1.1.3.4. Designated fund accounts must be approved by the Associational Missionary, Moderator, Vice-Moderator, Treasurer, and Chairperson of the Finance Committee.
3.1.1.3.5. It is the responsibility of the Finance Committee to periodically review and determine the validity of the designated accounts.  Once the review is accomplished, the Finance Committee will bring their recommendations to the Associational Executive Council for their recommendation to the Executive Board.
3.1.1.3.6. Any cash, checks, or other currency received for an approved designated fund will be deposited to that fund.  Each contributor will be notified in writing by Tar River Baptist Association of the procedures for handling Designated Funds within 45 days of the contribution.
3.1.1.3.7. The Financial Secretary will maintain a record of deposits and withdrawals to the designated fund in compliance with the established policies and procedures of Tar River Baptist Association.
3.1.1.3.8. Authorized designated fund accounts will be maintained by the Financial Secretary.
3.1.1.3.9. The stated purpose of each designated fund is maintained by the Financial Secretary.
3.1.1.3.10. Internal Revenue Service regulations prohibit tax-exempt status for any contribution in which the contributor is a direct recipient of personal services provided by the contribution.  The Financial Secretary will provide acknowledgement of gifts to the Association (individual cash or property) in an appropriate manner as prescribed in Internal Revenue Service code.  Individuals are prohibited from soliciting designated funds for projects that are included within or omitted from the budget unless specific approval is given by Associational Missionary, Moderator, Vice-Moderator, Treasurer, and Chairperson of the Finance Committee.
3.1.1.3.11. In the event Tar River Baptist Association serves as the responsible agent (therefore serving as bookkeeper, etc. for that entity) for any other organization outside itself (North Central Region, church mission/plant, mission and ministry causes, etc.), such organizations must adhere to the established policies and procedures of the Tar River Baptist Association.
3.1.2. Bank Accounts
Bank accounts that bear the name of Tar River Baptist Association, Inc. must be approved by and under the oversight of the Finance Committee.
3.1.2.1. The Finance Committee will authorize and maintain the minimum number of bank accounts required to fulfill the functions of Tar River Baptist Association.
3.1.2.2. Any bank account that bears the name “Tar River Baptist Association, Inc.” and uses the Employer Identification Number [EIN] or accounts used by entities or individuals operating under the name of Tar River Baptist Association and its ministries must be approved by and under the oversight of the Finance Committee.
3.1.2.3. The Financial Secretary shall strive to maintain a balance in all accounts to avoid bank service charges to the Association.
3.1.2.4. The Treasurer and the Assistant Treasurer have the authority to sign checks on authorized bank accounts of the Association.   Any exception must be approved by the Finance Committee.
3.1.2.5. The Financial Secretary will reconcile each account on a monthly basis and maintain the accuracy of the account. After the account is reconciled, the account report will be reviewed and signed by the Chairperson of the Finance Committee. 
3.1.3. Petty Cash
3.1.3.1. A Petty Cash Fund of $100.00 shall be established and held by the Financial Secretary (petty cash custodian). Cash payments are authorized from this fund for minor Association business expenditures where a Purchase Order, Association credit card or check is not practical or accepted by the supplier. Documentation shall be kept in the locked box/fund drawer for all petty cash expenditures and the Petty Cash Request Form shall be completed for each request.
3.1.3.2. A log showing the date, amount, and description of all expenditures from Petty Cash must be maintained by the custodian at all times with supporting documentation attached to account for all expenditures from the fund.
3.1.3.3. The Petty Cash Fund will be replenished by writing a check as needed to maintain the appropriate working balance. The Petty Cash fund will not be replenished without an up-to-date log and supporting documentation for the amounts expended.  The Petty Cash custodian cannot be one of the check signers.
3.1.3.4. When the check from the General Operating Fund checking account is prepared for replenishing Petty Cash, the expenses will be charged to the appropriate budget line item account.
3.2. Approving, Establishing, And Receiving Designated Funds
3.2.1. Charitable Deductibility
“Designated Gifts” are contributions made to the Association for a specified (designated or restricted use) purpose. 

3.2.1.1. If the specified purpose is an approved project, program, or ministry of the Association, the designation will not affect the charitable deductibility of the contribution.

3.2.1.2. If a donor stipulates that a contribution be spent on a designated individual or family, no deduction is usually allowed.  The donor is giving to an individual and not the Association.
3.2.1.3. For a Designated Gift to be a Charitable Contribution, the Association must exercise full administrative control over the donated funds to ensure that the funds are being spent in the furtherance of the tax-exempt purpose of the Association.
3.2.2. Establishing a Designated Project or Fund

3.2.2.1. The member of a member church and/or elected leader must discuss the proposed project with the Associational Missionary.
3.2.2.2. The member of a member church and/or elected leader must present in writing all aspects of the proposed project and complete an Approval Form for establishing a new Designated Fund (The Financial Secretary has copies of the form in the Association office.).
3.2.2.3. The Associational Missionary, Moderator, Vice-Moderator, Treasurer, and Chairperson of the Finance Committee will recommend approval or denial of the proposed project.
3.2.2.4. The Associational Missionary will present the proposed project and report the approval or denial recommendation to the Association in a regularly scheduled or called Associational Executive Board meeting.
3.2.2.5. A simple majority vote of the members present will be required to approve the proposed project and for the Association to receive Designated funds that will be considered and classified as a charitable contribution from donors.

3.2.3. Purpose of the Designated Funds Procedure

The purpose of the procedure is not intended to prohibit the establishment of such projects or restricted use funds. The procedure for gaining the approval of the Association will provide greater communication and will be viewed by the leadership and member churches as a proposed Association-wide project or fund.  Further, the project should contribute to fulfilling the Vision and Mission of the Association.
3.2.4. Redirecting Previously Designated Contributions
In most cases, the designated contributions will be used for the purpose for which given. There may be instances where the Association in a regularly scheduled quarterly meeting, upon the recommendation of the Finance Committee, may decide that the contributions could be better used for another purpose. 
3.2.4.1. The Association in a regularly scheduled quarterly meeting, upon the recommendation of the Finance Committee, will take official action with regard to the alternative use of the designated funds.
3.2.4.2. In any situation, the Association retains the authority to use designated funds as the Association so chooses if the funds are not used for the designated purpose.

3.2.5. Gifts Donated in Memory or in Honor of a Person
Monies received in memory or in honor of a person are to be credited to the general operation funds of the Association unless the donor or donors specify an approved Association project. 

3.2.6. Directed Contributions or Receipts

Directed contributions or receipts to individuals or other organizations or agencies external to Tar River Baptist Association of Louisburg must be accounted for separately from regular contributions.  Such directed contributions or receipts must NOT be included in the annual contribution statements issued to individuals by the Association.
3.3. RECEIPTS
3.3.1. Budget Receipts
Budget receipts in the form of checks or cash will be credited to the General Operating Fund and should be deposited in the bank within two (2) business days.  No checks or cash are to be left in the Association office during the period of time it is closed for holidays.  Designated fund receipts will be handled in the same manner.

3.3.2. Profit Prohibited

Ministries or Organizations of the Association are expressly prohibited from entering into any type of activity or event, which is designed to generate a profit. 

3.3.3. Activity Fees and Event Receipts
Certain designated accounts exist to provide for the accounting of various activity fees and receipts.
3.3.3.1. In compliance with the Internal Revenue Service code, the Association cannot give credit of contribution for any activity fee charged by Association functions.

3.3.3.2. The ministry or committee responsible for collecting the activity fee is also responsible for maintaining “name listings” of paid and unpaid individuals for the event or activity.

3.3.3.3. Proper handling of these funds includes depositing the balance with the Financial Secretary within two (2) business days of the event.
3.3.3.4. Purchases, disbursements, and receipts for events or activities are to be made in accordance with the guidance contained in the financial policies and procedures.

3.3.3.5. Any ministry or organization must obtain the approval of the Associational Missionary before engaging in any type of activity which includes the selling of goods or services.
3.3.3.6. Any ministry can collect monies from participants of various trips (including mission trips) or projects to cover personal expenses. The tax status of such expenses is subject to the regulations of the Internal Revenue Service. The Associational Missionary and office staff are to see that these receipts are handled properly.
3.3.4. Cash Receipts
The Association may both maintain a petty cash fund and accept cash payment from individuals in compliance with established financial policy and procedure.

3.3.4.1. Cash receipts are to be received by the office staff.
3.3.4.2.  A receipt book with duplicate copies is to be maintained by the office staff and signed by both parties when cash is received.  No monies are to be received by the Financial Secretary without proper receipt being issued at the time monies are received.
3.3.4.3. A balance of not more than $100 will be maintained in a Petty Cash Fund.
3.3.5. Non-Cash Receipts
3.3.5.1. The acceptance of any non-cash gift must be approved by the Finance Committee.
3.3.5.2. The Finance Committee is authorized to accept only those gifts that are considered practical for the Association to manage.
3.3.5.3. Non-cash gifts can be approved for the General Operating Fund or an approved designated fund.
3.3.5.4. The Association appreciates the fact that certain individuals may wish to provide for the Lord’s work through the donation of non-cash items such as real property, stocks, bonds, jewelry, or other such items.  The donor and not the Association is responsible for all expenses related to the transfer title of personal or real property or stocks to the Association.
3.3.5.4.1.      Personal or real property

Contributions of personal or real property shall be valued by the contributor to establish fair giving credit. If a donation is greater than $5,000, the Financial Secretary will need to complete Section B, Part IV, of the IRS Appraisal Summary Form 8283, Non-cash Charitable Contributions. For property valued at greater than 

$500, an informational return IRS Form 8282, Donee Information Return (Sale, Exchange or Other Disposition of Donated Property), shall be completed within 125 days from the date of sale, exchange or disposal of the donated property within two (2) years of the donation of the property.
3.3.5.4.2. Stocks
Stock contributions will be valued at the trading price the next trading day after the stock is received regardless of market conditions. At the time a donor offers to contribute shares of stock, the Finance Committee will ask the contributor to transfer the stock to Tar River Baptist Association, Inc. The donor’s broker will facilitate the transfer.  Since the Association does not have an account with a broker, the Finance Committee will be responsible for contacting the donor’s broker and request the broker to sell the stock as soon as practical but not later than thirty [30] days after the transfer and remit the net receipts to the Association. Stock certificates are not to be physically received and held by the Association.
3.3.5.5. The Financial Secretary will acknowledge the receipt of non-cash gifts with a letter. No value will be included in the letter.
3.3.5.6. The value of non-cash gifts for determining the amount of any tax deductions is the responsibility of the donor. The donor may report on her/his personal income tax the value that he/she can attest to as a charitable contribution.  The Association can only officially acknowledge receipt of the non-cash gift but has no responsibility to assign a value to a non-cash gift. [The same procedure that all non-profit organization follow i.e., Goodwill Industries.]
3.3.5.7. Gifts with an estimated value greater than $500 but less than $5,000  must be acknowledged with Internal Revenue Service Form 8283 (or other IRS designated form) and appropriate documentation. Copies of said forms will be supplied to the contributor for tax purposes.
3.3.5.8. Gifts with an estimated value greater than $500 but less than $5,000 sold by the Association within three (3) years must, in accordance with the IRS Code, be acknowledged with IRS Form 8282 being both filed with the IRS and a copy given to the contributor listing the sale price of said item(s).
3.3.5.9. Gifts with an estimated value greater than $5,000 will be received and acknowledged in compliance with the IRS Code related to such gifts.
3.3.5.10. The Associational Missionary is available to provide assistance or referral so that estates and individuals can contribute non-cash items to the Association.

3.3.6. Love Offerings
Love Offerings will be counted and properly tendered to the recipient in compliance with current Internal Revenue Service tax laws.

3.3.6.1. From time to time the Association may receive love offerings to allow the Association to participate in the support of various ministers, evangelists, soloists, missionaries, mission groups, and ministries.  This is intended so that the Lord can provide for their various needs.

3.3.6.2. Love offerings will be forwarded to the intended recipient at the earliest appropriate time following receipt unless unusual circumstances require other action.
3.3.6.3. Love offerings must be approved by the Associational Missionary, Moderator, Vice-Moderator, Treasurer, and Chairperson of the Finance Committee. 
3.4. DUTIES OF THE FINANCIAL SECRETARY

The Financial Secretary is accountable to Associational Missionary and the Finance Committee for the ongoing financial operations of the Association. The Financial Secretary serves on the Finance Committee along with the Treasurer, Assistant Treasurer, and Associational Missionary as ex-officio non-voting members.
3.4.1. Records all receipts and disbursements pertaining to the Association.
3.4.2. Prepares required financial reports and maintains file copies for the appropriate funds.
3.4.3. Maintains auditable time period records of tax-deductible      contributions given to Tar River Baptist Association.
3.4.4. Monitors the execution of the budget.
3.4.5. Ensures ministry compliance with the Financial Policy and Procedures.
3.4.5.1. The Financial Secretary will ensure that all receipts coming into the Association are handled in a wise and efficient manner.
3.4.5.2. All transactions will comply with the standard of God’s Word, the law of government authorities, and the By-laws and the Financial Policy and Procedures of Tar River Baptist Association.
3.4.5.3. All funds are to be accounted for in accordance with the cash basis of accounting.
3.4.6. A non-staff member of the Association approved by the Finance Committee and trained in the procedure will open and review monthly bank statements for Tar River Baptist Association, Inc. and assist in a monthly reconciliation process as defined by the Finance Committee.
3.4.7. The Treasurer and the Assistant Treasurer are authorized to sign checks for the Association.
3.4.8. In the event of an emergency and either of the above are not available to sign checks in a timely manner, both the Financial Secretary and the Finance Committee Chairperson may sign the check (signature of both required).
3.4.9. The Financial Secretary has the authority to electronically transfer funds between and among Association accounts to comply with approved transactions to accomplish the work of the Association.

3.5. RESPONSIBILITIES AND DUTIES OF THE FINANCE COMMITTEE
The Finance Committee is entrusted with all of the monies received and disbursed in the name of Tar River Baptist Association.

3.5.1. The Committee is responsible for overseeing the financial affairs of the Association.

3.5.2. The Committee is responsible for developing, maintaining, and approving the financial policies and internal control procedures [checks and balances and separation of duties] that embody sound accounting principles and practices of the Association that are also in compliance with federal and state guidelines and laws.

3.5.3. The Committee will receive reports from the Associational Missionary, who provides guidance and oversight in the administration of the Association budget.

3.5.4. The Committee, in consultation with the Associational Missionary,   coordinates the annual budgeting process, compiles, determines and recommends to the Association the proposed budget for the next fiscal year.

3.5.5. The Associational Missionary and Finance Committee are responsible for maintaining the highest integrity and trust in the administration of the Association finances.

3.5.6. The committee shall:

3.5.6.1. Review and approve the Budget Report and other Financial Reports monthly.

3.5.6.2.  Under the direction of the Associational Missionary, take necessary actions to seek approval of any budget area which exceeds the approved budget limit.  Council Directors, Committee Chairpersons, Staff member or any approved Associational ministries shall prepare a written statement to the Finance Committee and the Associational Missionary providing the rationale and/or justification for the possible “overrun” of the amount in the specific budget line item.  The Finance Committee will make its recommendation to the Executive Board.
3.5.6.3. Work with the Associational Missionary in forecasting projected revenue for the coming fiscal year.
3.5.6.4. Present the proposed budget to the Association.
3.5.6.5. Authorize and maintain the minimum number of bank accounts required to fulfill the functions of Tar River Baptist Association.  Serve as approving authority for individuals to sign checks on authorized bank accounts.
3.5.6.6. Determine wisdom of acceptance of “non-cash” gifts.
3.5.6.7. Resolve any questionable reimbursements/disbursements.  (See all other procedures regarding resolution of issues by the Finance Committee.)
3.5.6.8. To strive toward and maintain a reserve account balance that includes a sufficient amount for at least three months of Association operating expenses.
3.5.6.9. Any expenditure that would increase the overall budget of Tar River Baptist Association must go back to the Executive Board for final approval.
3.6. PREPARING THE BUDGET AND COMPILING FINANCIAL REPORTS
3.6.1. Budget Guidelines 

Each year the Finance Committee shall plan and propose a budget for the Association and be approved as required by the By-Laws.

3.6.1.1. The Tar River Baptist Association must approve the budget before the next fiscal year begins on January 1.
3.6.1.2. The budget serves as the maximum spending limit for various ministries and programs of the Association unless changes are recommended by the Finance Committee and approved by the Executive Board.
3.6.1.3. Each department, ministry or committee is responsible for budget stewardship and staying within the approved budget limits.
3.6.1.4. It is the policy of the Tar River Baptist Association that no line item be over spent. If however, it becomes apparent that an effective program goal cannot be achieved or administered within the line items approved; Council Directors/Committee Chairs/Staff member shall follow the procedures set forth as described under the Responsibilities and Duties of the Finance Committee above.
3.6.1.5.  All general office operations expenses, office supplies, and postage that are for the good of the Association should be charged to those portions of the annual budget. Any expenditure for similar line items that are unique to a specific program or activity and can be defined as such should be charged to that program or activity.
3.6.2.  Budgeting Preparation And Execution Process
3.6.2.1. Approximately four months prior to the start of the next fiscal year the Finance Committee in cooperation with the Associational Missionary will review receipts and forecast the expected annual receipts for the upcoming year.
3.6.2.2. Ministry heads, and/or committees shall have 30 days to prepare their outlined budget requests that are to be used to meet the Mission [Vision] of the Association. Rationale for funding for their ministry area shall accompany the budget request.
3.6.2.3. The projected revenue will be compared to the projected fixed expenses. The difference between these two figures is the amount available for the various discretionary expenses.
3.6.2.4. Budget requests should be typed (if possible) on the standard form supplied by the Financial Secretary.  Each request must reflect the standard accounts listed in the budget requests form.  Completed budget request forms will be returned to the Financial Secretary.
3.6.2.5. The Financial Secretary and the Associational Missionary will receive and compile the budget request, prepare a draft budget, and present it to the Finance Committee for review.
3.6.2.6. Once the budget requests have been reviewed and any adjustments made and communicated to affected staff member or committee, the Financial Secretary will prepare the printed form of the proposed budget for review by the messengers.
3.6.2.7. The proposed budget will be made available to each church and voted on at the annual Fall meeting of the Association.
3.6.2.8. The budget will be approved by the Association by a simple  majority vote of members at a regular or special called meeting. If a majority does not vote in support of the budget, the Finance Committee will present an alternate budget to the members for vote within two [2] weeks.
3.6.2.9. If it is apparent that an effective program cannot be administered within the line items approved, the Committee Chairperson, Council Director, or Staff Member (Ministry Leader) may seek additional funds or consider expending designated funds if they are     available. The request should be in the form of a written request on a form established by the Association for that purpose and     submitted to the Finance Committee for approval in a timely manner.
3.6.2.10.   If the Finance Committee approves the request, information will be sent to the Associational Missionary and to the program director who initiated the request. The Finance Committee will not make a decision on the merits of the program but on the availability of undesignated [unrestricted] funds [cash flow] and/or designated [restricted use] funds.
3.6.2.11.    If the request is denied, all parties will be informed and, if desired, an appeal for reconsideration may be made to the Associational Missionary, Moderator, Vice-Moderator, Treasurer, and Chairperson of Finance Committee.  If they feel the appeal has merit, they will ask the Finance Committee to reconsider their decision. The decision on the appeal is final.
3.6.3. Financial Reports
3.6.3.1. The Financial Secretary will prepare monthly a detailed report for the previous month of the Receipts and Expenses and furnish to the Finance Committee and make available to the paid and elected leadership of the Association.
3.6.3.2. The reports will include comparisons of actual receipts and expenses to the budgeted figures by line item. Member churches may request copies of the financial statements through the Association office at any time.
3.6.3.3. A Cash Flow – Cash Available report shall be prepared by the Financial Secretary. The report will present the cash situation at the beginning, receipts, disbursements, and ending cash balance.
3.6.3.4. The Finance Committee will review the reports. If the committee agrees, the Chairman of the Finance will sign thereby indicating the reports reflect the cash status of the Association for the period under review.
3.6.4. External Annual Review of Financial Internal Control Procedures
3.6.4.1. Conducted By
The review will be conducted by a reputable Certified Public Accountant (CPA). Preferably, the CPA should have experience in Association and/or church accounting.  The Finance Committee will negotiate the cost and scope of the review and obtain initial approval from the Executive Board before the review begins.  Subsequent annual reviews will be approved in the annual budget of the Association.
3.6.4.2. Frequency
As indicated, this will be an annual review of the financial control procedures of the Association.  A consultative relationship with an accountant should be pursued for assistance/advice during the time between on-site reviews.
3.6.4.3. Scope
Each review will analyze all major financial procedures and transactions including but not limited to: counting, recording and depositing of receipts; recording of transactions in financial software; printing, signing and distribution of checks; petty procedures; credit card procedures; balancing of bank statements; records retention; government reporting; employee time reporting [if in use] and payroll procedures.
3.6.4.4. Distribution of Results
The Preliminary Review Report (including all infractions and recommended solutions) will be reviewed in a joint meeting with the accountant, Moderator and Associational Missionary. All deletions and revisions agreed on in this meeting will be reflected in the Final Review Report.  Before the Final Report is issued, the Associational Missionary and Moderator will review the recommendations with the appropriate committees to accept or reject the findings. The Preliminary Review Report will be presented to the Finance Committee for its comments prior to being presented to the Executive Board. The Final Review Report will be presented by the accountant to the Association during a regular meeting. A motion should be proposed by a member to approve or reject the report.
3.6.4.5. Implementation of Annual Review Recommendations
The Finance Committee and all appropriate committees will implement all parts of the Final Annual Review Report immediately following Association approval. A Final Implementation Report will be filed by the Clerk [also known as Secretary] with minutes for the meeting that the report was approved. The file will list the “who, how and when” for each recommendation implemented.
3.7. PURCHASING AND PAYING FOR GOODS AND SERVICES 
3.7.1. Purchases
3.7.1.1. Receipts of purchases should be turned in to the Financial Secretary within five (5) business days.
3.7.1.2. Single item purchases for goods or service that cost $500 or greater, will require the advance approval of the Associational Missionary even though the purchase is an approved budget expense.
3.7.1.3. The Associational Missionary must sign all contracts for goods and services.
3.7.2. Disbursements
3.7.2.1. The Financial Secretary is responsible for processing accounts payable invoices in a timely manner.
3.7.2.2. Invoices are to be paid as funds permit and the accounts payable balance kept as low as possible.
3.7.2.3. The Financial Secretary is responsible for maintaining accounts payable and vendor accounts as current and accurate as possible.
3.7.2.4. Invoices are to be maintained by the Financial Secretary.
3.7.2.5. Checks are to be written semi-monthly, around the 12th and 27th of the month to allow for distribution around the 15th and 30th of each month.
3.7.2.6. A copy of the invoice is to be attached with a copy of the check stubs and filed with the records for the current year.
3.7.2.7. An unauthorized invoice, with a letter of explanation, will be returned to the vendor. A copy of the invoice and letter will be forwarded to the individual making the purchase.  Any person making unauthorized purchases will be counseled by the Finance Committee.

3.8. ACCOUNTABLE REIMBURSEMENT PLAN
3.8.1. Defining an Accountable Reimbursable Plan
3.8.1.1. To be an accountable plan, the reimbursement or allowance arrangements must include ALL four (4) of the following rules: The expenses of the Associational Missionary, other employees, and elected leaders must have a  business connection – that is, they must have paid or incurred deductible expenses while performing service as an employee of the Association.
3.8.1.2. The Associational Missionary, other employees, and elected leaders must adequately account to the Association for these expenses within thirty days. The Associational Missionary, other employees or elected leaders must adequately account by giving the Financial Secretary a statement of expense, an account book, a diary, or a similar record in which the Associational Missionary, other employees or elected leader entered each expense at or near the time it was incurred, along with documentary evidence (such as receipts) of their travel, mileage, and other employee business expenses. The Associational Missionary, other employees or elected leaders must account for all amounts they receive from the Association during the year as advances, reimbursements, or allowances. Each employee or elect leader must give the Association the same type of records and supporting information that he/she would have to give the Internal Revenue Service (IRS) if the IRS questioned a deduction on her/his tax return. He/she must pay back the amount of any reimbursement or other expense allowance for which he/she does give and adequate accounting or that is more than the amount for which he/she accounted.
3.8.1.3. The Associational Missionary, employees or elected leaders must return any excess reimbursement or allowance (cash advance) within ten (10) days after completing the trip. An excess reimbursement or allowance is any amount the staff member or ministry leader is paid that is more than the business-related expenses that they adequately accounted for to the Association.  Under an accountable plan, the Associational Missionary, other employees or elected leaders are required to return any excess reimbursement or other expense allowances for their businesses to the person paying the reimbursement or allowance.
3.8.1.4. No individual is allowed to approve his own or his spouse’s expenses.
3.8.2.  Reimbursement of Travel Expenses for Conferences and Conventions, Educational Conferences and Personal Development Seminars
3.8.2.1. The Finance Committee is responsible for including in the Personnel portion of the General Operating Fund Budget an annual amount to cover reimbursable expenses. The total reimbursement costs should not exceed the amounts budgeted. Such expenses are separate line items and are not shown as compensation.
3.8.2.2. Upon provision of applicable receipts, employees and/or members will be reimbursed for authorized, reasonable out-of-pocket travel expenses while attending educational conferences, personal development seminars and conventions. Such expenses include meals, lodging, and transportation. Itemized requests on the Tar River Baptist Association Expense Report for travel expense reimbursements shall be submitted to the Associational Missionary for approval.
3.8.2.3.  Travel expense reimbursements for the employees and elected leaders of the Association shall be submitted to the Associational Missionary for approval.
3.8.2.4. Travel expense reimbursement for the Associational Missionary shall be submitted to the Chairman of the Finance Committee for approval.
3.8.3. Reimbursement of Hospitality and Miscellaneous Ministry Expenses
Budgeted expenses are to be used to reimburse the Associational Missionary and support staff for the following:

3.8.3.1. Business and professional expenses including travel costs while attending educational conferences, professional development seminars, and conventions.
3.8.3.2. Dues paid to ministry and other professional development organizations, periodicals, books, and reference materials.
3.8.3.3. Other business and professional expenses considered ordinary and necessary in performance of duty.
3.8.3.4. Rules governing the use of Miscellaneous funds:
3.8.3.4.1. Use of personal car by support staff for travel will be reimbursed at the IRS approved level. Actual mileage incurred will be recorded on the Tar River Baptist Association Expense Report or the mileage recorded may be from an approved internet mileage chart of driving distances between Tar River Baptist Association office and frequently traveled locations. Automobile mileage will be reimbursed at the current IRS level. The mileage chart used and/or the reimbursement amount must be approved by the Finance Committee.
3.8.3.4.2. Itemized requests for all expense reimbursements shall be submitted to the Associational Missionary for approval.
3.8.3.4.3. The Chairperson of the Finance Committee shall be the approving authority for expense reimbursement for the Associational Missionary.
3.8.3.4.4. No expenses shall be paid without appropriate applicable receipts/proper accounting submitted with the Tar River Baptist Association Expense Report and signed by the Associational Missionary and in the case of the Associational Missionary, signed by the Chairperson of the Finance Committee.
3.8.3.4.5. The Hospitality and Miscellaneous Ministry funds contain a limited amount of money and the total reimbursement costs shall not exceed the funds budgeted without Finance Committee approval.
3.8.3.5. For all trips and retreats utilizing Association budgeted funds, a Tar River Baptist Association Expense Report with all receipts and vouchers shall be  submitted to the Financial Secretary within five days after returning from a trip. A report summary shall be submitted with the Tar River Baptist Association Expense Report, which documents all expenses incurred and all monies paid out for that trip. Often on such trips, a staff person and/or a layperson involved in planning the trip may have received a travel advance or allowance. Any funds remaining from the travel advance or allowance shall be returned when the Tar River Baptist Association Expense Report and the receipts and vouchers are submitted.
3.8.3.6.  In no case will an expense be reimbursed if submitted more than 30 days after the expense is paid or incurred by an employee without Finance Committee approval.
3.8.3.7. The Association shall not include in an employee’s W-2 Form the amount of any properly substantiated and reimbursed business or professional expense.
3.8.3.8. No employee or layperson will be reimbursed for expenses incurred on behalf of the Association without proper documentation as specified herein. 
3.8.4.  Expense Reimbursement Procedures
3.8.4.1. Form Required:  A Tar River Baptist Association Expense Report must be completed for reimbursement of personal expenditures or the use of personal property for Association related business or programs.  The Tar River Baptist Association Expense Report should include the following:
3.8.4.1.1. Names of all persons present for whom expenses are being submitted;
3.8.4.1.2. Business reason for the expense;
3.8.4.1.3. Date and amount of the expense; and
3.8.4.1.4. Receipts that match the date and amount of the expense.
3.8.4.2. Original invoices or receipts for all personal expenditures, regardless of the amount, must be attached to the completed form.
3.8.4.3. Non-Reimbursable Expenses:  The Association will not reimburse the following expenses incurred or submitted on a Tar River Baptist Association Expense Report: (1) purchases without a receipt, invoice, or proper accounting, and (2) motel and related expenses within 30 miles of the Association unless circumstances dictate otherwise.
3.8.4.4. Expense Reimbursement Approval: A completed Tar River Baptist   Association Expense Report must be given to the Associational Missionary for approval and he will submit the form to the Financial Secretary for reimbursement. The Associational Missionary’s Expense Reports will be approved by the Chairperson of Finance committee.
3.8.4.5. Reimbursement Payment: A reimbursement check will be written in accordance with the established policies of the Association in regard to check writing by the Financial Secretary for distribution with the paychecks of TRBA employees.
3.9. DESCRIBING THE TAX CLASSIFICATION AND TREATMENT OF STAFF MEMBERS
3.9.1. Definition of “Employee”
All permanent, non-ordained staff members shall be considered employees of the Association for income tax purposes and issued an IRS W-2 form at the end of the year to report salary and withholding. The Association is required by law to withhold federal and state taxes on all non-ordained employees. The Association is not required to withhold any taxes on ordained ministerial employees. Ordained ministerial employees may voluntarily request in writing that the Association withhold federal and state income tax. 

1.2.2. Gifts to Ministerial and Non-Ministerial Employees

All gifts to ministerial and non-ministerial employees of the Association paid from Association funds are classified as compensation and will be included on the W-2 for the year received. 
1.2.3. Housing Allowance for Ordained Staff Members
Whereas, Section 107 of the Internal Revenue Code permits a minister of the gospel to exclude from gross income a Association-designated housing allowance paid to the minister as part of the minister’s compensation to the extent used by the minister for actual expenses incurred in owning or renting a home, that a portion of the minister’s salary that has been designated shall be considered as housing allowance for the following year and will stay in effect until a change is requested by the minister, reviewed by the Personnel Committee and approved by the Association. Each minister participating in the housing allowance exclusion must submit to the IRS a Minister’s Housing Allowance accounting for actual housing expenses for a tax year.  The burden of proof for the minister’s actual housing expenses rests with the minister and is not the liability of Tar River Baptist Association. 

The Financial Secretary should remind the Associational Missionary (and other qualified ministers on staff) when adjustments need to be made and will supply a form to review housing expenses for coming calendar year.  This is to be done as a part of the annual budget process and will ensure that the Associational Missionary (and other ordained staff) reconsiders their housing allowance on an annual basis.

1.2.4. Conflicts of Interest
The Associational Missionary, other employees, and elected leadership should disclose any conflicts of interests and any financial commitments made to vendors.  These must be approved by the Association prior to commencement.
1.3. PAYROLL

The payroll is administered by the Financial Secretary under a policy of strict confidence. 
1.3.1. The involvement of the Finance Committee and the Financial Secretary in the Association payroll and compensation process is outlined below.
1.3.2. The Financial Secretary is to maintain appropriate records, pay required taxes on a timely basis, and process the payroll as scheduled and in accordance with the appropriate laws.
1.3.3. Before the Financial Secretary can issue a payroll check for a new employee, the Financial Secretary must have on file the following:
1.3.3.1. A completed application or resume.
1.3.3.2. A completed W-4 Form (Income Tax Withholding)
1.3.3.3. A completed I-9 Form (Proof of Citizenship)
1.3.3.4. A completed State Form NC – 4
1.3.4. The Financial Secretary is responsible for maintaining salaries within the approved amounts.
1.3.5. Tar River Baptist Association staff will be paid semi-monthly around the 15th and last day of the month in accordance with established Personnel Policy unless otherwise agreed upon.  

3.10. REPORTING TO GOVERNMENT AGENCIES

The Financial Secretary will complete, sign or obtain signatures for reports and documentation related to the following:

3.10.1. Internal Revenue Service (IRS)

Donee Information Return, Form 8282 for contribution of property to the Association valued at >$500 that were disposed of within two (2) years.  This form must be filed within 125 days of disposition of the donated property.

3.10.2. Government Tax Reports

Federal 941 payroll tax reports per the following schedule:
Quarter
                 Ending
               Due Date

Form 941

1. Jan-Feb-Mar
          3/31


4/30

2. Apr-May-Jun
          6/30


7/31

3. Jul-Aug-Sep
          
9/30

        10/31

4. Oct-Nov-Dec
        12/31

        01/31

Federal Payroll Tax Payment (941-Form 8109) – remitted by the semiweekly schedule found in Federal Publication 15, Circular E.  State Withholding Tax (NC-5 Form) – remitted monthly, reconciled annually.

All payroll tax liabilities are deposited in the bank by the 15th day of the following month.

3.10.3. New Employee Forms

The following forms must be obtained from a new employee and copies placed in their personnel file:
3.10.3.1. Federal Form W-4
3.10.3.2. Proof of Citizenship or Immigration Form I-9
3.10.3.3. State Form NC-4
3.10.3.4. Work Permit, if under 18 years old
3.10.3.5. North Carolina New Hire Form
3.10.4. Annual Reports
3.10.4.1. Employee W-2, W-3
3.10.4.2. Self-Employed 1099, 1096
3.10.4.3. State Reconciliation Form NC-3M
3.10.5. Sales Tax Refund
3.10.5.1. Filed semi-annually; January through June filed by October 15; July through December filed by April 15.
3.10.5.2. Forms for requesting sales tax refund are provided by the North Carolina Department of Revenue.

3.11. NON-BUDGETED EXPENDITURE
3.11.1. Non-budgeted expenditures are to meet emergency and non-budgeted priority needs.  Every attempt is to be made to keep the budget within the guidelines approved by the Association.
3.11.2. The Associational Missionary, Finance Committee, Moderator, Vice- Moderator, Treasurer, and chairperson of the appropriate committee may approve non-budgeted expenditures in an amount up to $5,000.  

3.12. INVESTMENTS
3.12.1. Funds not planned for immediate use in the ministry of Tar River   Baptist Association may be invested by the Association.
3.12.2. Funds that are not planned for use in the immediate future may be invested in a number of different investment instruments.  The Associational Missionary, with approval by the Finance Committee of Tar River Baptist Association may invest in the following investment grade instruments.

3.12.2.1. Agency Investments (e.g. Fannie May, Freddie Mac, etc.)
3.12.2.2. Baptist Foundations
3.12.2.3. Certificate of Deposits [CDs]
3.12.2.4. Corporate Bonds
3.12.2.5. Money Market
3.12.2.6. US Treasury Notes
3.12.2.7. Zero Coupon Bonds
3.12.3. Decisions for use of the instruments should be made on current financial circumstances at the time investment is made to allow Tar River Baptist Association the best return for its invested funds with a high degree of security that is found in investment grade instruments.
3.12.4. A plan of money usage should be reviewed every quarter to give direction to the investment of available funds.
3.12.5. Normally, General Operating Fund cash is not to be invested but retained in appropriate accounts for liquidity.
3.12.6. To maintain FDIC protection, a maximum of $100,000 shall be kept in a Money Market or other liquid account to allow for easy access of funds for which there are plans to use in the foreseeable future.
3.12.7. Funds beyond the immediate need for liquid cash shall be invested conservatively with the main objectives being preservation of principal and obtaining a rate of return in keeping with or above market values.

3.13. RETAINING OF DOCUMENTS AND FINANCIAL RECORDS

All Association records listed below will be stored in the large safe or a designated area of the Association building and clearly labeled.  Proper storage and retention of records is the responsibility of the Financial Secretary. Records should be kept according to the following retention schedule:
Document








Retention Period
501 (c)(3) Tax exempt status letter




Permanent

All Titles to Property, Deeds and Mortgages



Permanent

Articles of Incorporation






Permanent

Constitution, Bylaws and Charter




Permanent

Membership Register






Permanent

Regular and Called Association Meetings Minutes


Permanent

Audit Reports
 






Four Years

Bank Statements and reconciliations




Four Years
Checks stubs







Four Years

Contractor Liability and Worker’s Comp Insurance Certificates 
Four Years

Contracts & Agreements






Four Years

Correspondence – Legal & Tax





Four Years

Employment tax forms and details




Four Years

Expense Reimbursement records





Four Years

Financial Ledgers/Cash Books





Four Years

Financial Reports (Monthly)





Four Years

Insurance Claims (After Settlement)




Four Years

Insurance Policies (All Types-Expired)




Four Years

Mortgage Notes & Leases (Expired)




Four Years

Payroll (Individual Time Reports & Earnings Records)


Four Years

Personnel Disability & Sick Benefits Records



Four Years

Personnel Files (Terminated)





Four Years

Personnel Withholding Tax Statements




Four Years

Paid Invoices








Four Years

Correspondence General






Two Years

3.14. GLOSSARY OF TERMS AND FORMS

TERMS:

Annual Contribution Statement:
Individual’s summary of all contributions received by Tar River Baptist Association during a given year.  Distributed no later than January 31st.

Certificate of Insurance: 

Document designed to provide proof of insurance to vendors, suppliers, customers, etc.  Explains in detail the type of insurance, policy information, named insured, coverage amounts and certain limitations.

Designated Fund: 

Funds designated by the donor to be used for a specific purpose (not general use).  Designated funds can be temporary or permanent.

Directed Contributions:

Receipts by the Association that are actually “pass through monies”. The Association is serving as centralized collecting agent or cashier for the funds to be consolidated and remitted to a single recipient – person or organization.

Endowment:

Funds or property donated to an institution, individual or group as a source of income.

Financial Secretary:

Responsibilities include but are not limited to:  the day-to-day accounting, recording and reporting aspects of the Association record keeping including payroll, check preparation, preparation of deposits during the week, the monthly financial statements and the year-end contribution statements to the member churches and individual contributors.  This position reports directly to the Associational Missionary and the Finance Committee.

General Operating Fund

Contributions made to the Association that are not designated for a specific purpose, rather are used by the Association in its normal, day-to-day, functions as an Association.

Majority Vote:

Greater than 50% of members attending and voting at an official meeting of the Association.

Reserve Fund:

Tar River Baptist Association contributes monthly from its approved budget funds to a Reserve Fund.  These funds allow the Association to carry on with the mission of the Association as approved by the Association when cash-flow or a downward trend in church contributions could otherwise affect the overall work of the Association.  The Association shall strive, in accordance with CPA recommendations and approved Policy and Procedures of the Association, to build up a three (3) months Reserve Fund for this purpose.

Stock Certificate:

A certificate establishing ownership of a stated number of shares in a corporation’s stock.

Worker’s Compensation:

Payments required by law to be made to an employee who is injured or disabled in connection with work.

FORMS: 

Federal Form W-4: 

Completed by employees to determine amount of federal tax to be withheld from pay.

Federal Form W-2

Form used for reporting the wages paid to and taxes withheld from each employee for the year. Social Security Administration is sent the original for each employee.

Federal Form: 1099Misc

Issued to self-employed persons or independent contractors receiving $600 or more compensation for the year 

State Form NC-4:

Completed by employees to determine amount of state tax to be withheld from pay.

Form I-9:

Proof of citizenship or immigration.  Required for employment.

State Withholding Tax Form NC-5:

Remitted monthly to report state payroll tax.

Federal Payroll Tax Payment Form 941:

Prepared quarterly and furnished to the Internal Revenue Service to report wages paid and federal payroll tax (income, social security, and Medicare).

Form 8282:

Internal Revenue Service required form for contributions of property valued at > $500.

