Chuwrich

Sinance

Un approach te the recerding, teparting
and tracking of Chuwich Finances wsing

acceunting seftware

David Stickland

Jaking the stress and mystewy eut of Church Bockheeping



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

Copyright © 2010 by Madav Pty Ltd All rights reserved.
Published in Australia by David Stickland, 30 Learmonth Street, Ballarat Vic 3350

Registered Office of Madav Pty Ltd (ABN 34 487 292 948)
Suite 24A 479 Warrigal Road

Moorabbin Vic 3189

PO Box 5137

Cheltenham East Vic 3192

No part of this book may be reproduced, stored in a retrieval system, or transmitted in any
form by any means, electronic, mechanical, photocopying, recording or otherwise without the
prior written permission of the publisher in writing, except as permitted under Copyright laws
in Australia.

First Edition August 2010
ISBN 978-0-646-54087-0

Previous publication by author:
A Treasurer’s Guide ISBN 0-646-35821-9 1998

MYOB and AccountRight are registered trademarks of MYOB Technology Pty Ltd.
Screenshots of MYOB software are reproduced with the permission of the copyright owners.
Further reproduction prohibited without permission.



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

Foreword

The role of Treasurer or Financial Administrator in a Church is a very important position.

The functioning of the Church is reflected in the way the accounting records are maintained
and presented, and to action this process as outlined in this book is not difficult.

Unfortunately many people appointed to this role have little or no experience in performing
this task.

In this book David has presented a comprehensive appraisal of a method of preparing your
records, and if followed, will enable your Church to prepare a set of accounting reports that
will represent the activities of the Church in a professional manner.

The fundamentals presented are a proven method of record keeping gleaned from many
years experience. It is presented in logical steps that would enable a treasurer, with only a
basic knowledge of bookkeeping, to prepare reports that will enable the Church board to
understand the financial events that have occurred. It also presents to the members and
other interested parties a set of reports that reflects the Church’s financial position.

In turn, the Church being armed with a well presented set of Financial Reports prepared
from an efficient accounting process will be able to plan its activities with confidence.

| would recommend this book to anyone who is, or will be appointed to fulfill the function of
Treasurer or Financial Administrator. Using the system outlined in David’s book will
enhance the use of an existing record keeping system, or could be used as a basis to
establish a new system.

Following the process set out in the book will enable a relative novice to fulfill the
administrative function.

Brian Dowie

DIP.FIN.MANGT., FCPA., CFP.,
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Introduction

The intention of this book is to be a guide for those who both keep computerised accounting
records of a Church as well as for those who need to be able to interpret what the reports
are actually saying. It also shows how to set up, track and record the accounting records
against set budgets.

One unique feature of this book is that it is distributed with a range of spreadsheets so that
background calculations to which the book refers can be made about various aspects of the
Church which are both practical and easy to use.

Another unique feature is that the book shows how to set up a “Cash Position Report”. This
report makes it very easy for a bookkeeper to show the leadership of the Church what is the
current cash position of the Church. This report shows all the cash (or claims to cash) that
the Church has and contrasts it with the various claims to that cash — such as departments,
tax deducted from wages, unpaid fringe benefits, etc, etc.

Like any endeavour in life one can do a job to differing standards of excellence. This holds
true in keeping accounting records for a church. Poorly kept records can hinder the
development and progress of a church, particularly if those who have to make financial
decisions don’t have confidence that what is being reported to them is correct or up to date.
However, records that are kept well can be a wonderful boost to a church, as financial
decisions can be made with certainty.

Over the years I've been involved in maintaining the accounting records for many churches
across different denominations. I've observed that the manner in which people keep
accounting records for a Church can be done to differing standards of excellence. For some
people this can cause very high stress levels when they are attempting to do the very best
they can, but are totally unsure of what they should be actually doing. Thus when it comes to
reporting to the Church Board, or in the preparation of reports to Government agencies such
as the ATO, the Church bookkeeper can be left hoping that what they are doing is right but
just don’t know if that is the case.

This book is not giving legal or financial advice. Laws that affect the operations of a church
change on a regular basis, so anything that is written here is subject to such laws. Anyone
using the ideas here is asked to always test these ideas by speaking to an appropriately
qualified, registered person. Such a person’s advice will always take precedence over what
is written here.

Nor is this book promoting any particular accounting software. It is written from the
perspective that a Church will use some proprietary accounting software to keep their
accounts, and the ideas expressed here will be able to be used with that software. The
providers of such software tend to produce an updated version every year or so, so what is
written here has to be from a generic point of view and not associated with any particular
version of any software. With this in mind, however, all the examples given in this book and
the construction of the Chart of Accounts are based on software provided by MYOB
Australia Pty Ltd, using MYOB AccountRight Plus v 19. The author has received the
permission of MYOB use its proprietary material within this book.

This book is not written in a manner that requires the reader to start at page 1 and continue
to the end. Rather, it is written so that each section and chapter is a stand-alone component
and can be addressed as individual parts.
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The book is organised in sections.

Section 1 Background information that is needed to set up a Church and the accounting
system.

Section 2 The basic processes of recording the financial transactions of a Church into the
software.

Section 3 More advanced topics of recording financial transactions, such as accounting for
departmental expenses, employment, auditing, budgeting and recording data where the
church is saving up to pay for a specific project in the future. The example used is that of a
building fund for a future building project.

Section 4 The reporting of the financial data to the users of the data, such as the leadership
of the church, the members of the church and the reporting required by Government
departments such as the ATO or the Department that administers the law under which the
Church is legally structured.

Section 5 Appendices — further details on data that is referred to in sections 1 to 4. This is a
reference section that adds to the material covered elsewhere in the book.

Please be in touch with me if you need assistance with any of the material in this book. My
contact details are:-

David Stickland

30 Learmonth Street

Ballarat Vic 3350

Email davidst@ncable.net.au




Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

Table of Contents

Section 1 Background comments on setting up the Church and accounting system... 9

1. Selecting the SOfWaAre. ......ooi e 10
2. Legal structure of the ChUrCh ... 11
3. Planning the reporting of the data...........ccccoii e 13
4. G0o0ds and Services TaX (GST) . .ueeeeiueeeeeiieee et ee e e eee e e e e 14
Section 2 The basics of bookkeeping for the Church ... 17
5. Chart Of ACCOUNES......uuuuiiiiiiiiiiiiie ettt e e e e e e e e e e e e e e e e e e e e aaaaaaeaaaeeaaeaeaeaaanas 18
6. Day to Day recording of what actually happens ... 31
EST=To% 1T o B O V7= T Tt=To IR o o o= 48
7. Keeping records for departments...........ocovi i 49
8. BUIIAING FUNG ... e e 56
9. EMPIOYMENT FECOIAS. ...t 64
10.  Costing total employment COSES ... 80
L R O o1 = L =5 o 1T o o 11 1 - S 82
12, AcCouNting fOr SNArES. ... e 92
13.  Having the Church accounts audited...........oooouiiiiiiii e 96
14, Compliance With the [aW ..........ooii i 100
15.  Tracking finances for what the Church receives and spends............ccccoevvieeennneen. 102
16.  Finances that fund the vision of the Church..........ccccoii e, 104
17. Establishing a budget ...........oeiiiiii e 107
18.  Budgeting to Fund specific @VEeNtS.........coiiiiiiiiiiii e 111
19.  Monitoring actual transactions against the budgeted transactions.............ccccceeee..... 112
Section 4 Reporting to relevant people and authorities......cccccccemrerrrrerir e eesccveceee, 113
20. Reports that are meaningful 10 Leaders...........cooiiiiiiiiiiiiiiiieiee e 114
21.  Setting Funds aside for future expenditure ..o 131
22.  Delegating responsibility for specific income and expenditure ............ccocccieeeeeennn. 133
LS T=T o3 T o Y o o 1= g o [ = = 134
Appendix A Details of the Chart of ACCOUNES ........uiiiiiiiiiiiie e 135
Appendix B Instructions on how to enter data into the Long Service Leave Provision
SPIEAASNEEL ... e e e 156
Appendix C Instructions on how to enter data into the Asset Register and Depreciation

R To] g T=T (U1 U 159
Appendix D Instructions on how to enter data into the Wages Calculator.......................... 168
Appendix E Instructions on how to enter data into the Cash Position Report .................... 177
Appendix FADDIeVIations ... 183
Appendix G Reporting departmental data to the Annual General Meeting...........cccccceee.. 184
X e ——————————————————————————— 186



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

Acknowledgements

My thanks is given to the people who have given considerable input and advice into the
preparation of this book. These people have been:-

Brian Dowie. Brian is a registered accountant in public practice through the firm “One Way
Business Advisers”. He has been one of the people who has audited my work in keeping
accounts for Churches for more than 20 years, and has been a great influence on many of
the systems this book advocates. Should a church require the expertise of a registered
accountant who knows and understands the context of church finances, | can whole-
heartedly recommend the church contacting him by email at
admin@onewaymanagement.com.au.

Jeanette Lowe. Jeanette has been a close personal friend of my family for many years. She
is an experienced “PA” to people who hold very senior positions in large organisations. Her
last two positions were that of PA to the Chancellor of the University of Ballarat, and prior to
that, the PA to the Chief Executive Officer of the City of Ballarat. Jeanette’s “eye for detail”
has been a wonderful help in making this work readable.

Both Brian and Jeanette were editors of the first book | wrote on keeping church financial
records.

To both of these people, my heartfelt thanks! This book would not have been completed
without their support and input.

David

About the author

David was a teacher in Victorian Schools for over 30 years, most of that time in Secondary
Colleges. Over the last 15 of those years he specialised in teaching ‘business’ related
subjects, including Accounting, to the Year 12 level.

David has been the treasurer of churches for over 20 years, as well as being the treasurer of
a Christian College and a Registered Training Organisation. He has kept the accounts for
many churches across many different denominations, for small businesses, and has trained
many people in the skills of keeping the computerised accounts for Churches. David’s work
has always been scrutinised by professionally qualified accountants and auditors, and it is
this background of experience that he brings to writing this book.

David holds a
e Graduate Diploma in Commercial Data Processing
¢ Diploma in Business
e Trained Primary Teachers’ Certificate
e Trained Special Teachers’ Certificate



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

Section 1

Background comments on setting up the Church
and the accounting system
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1. Selecting the Software

This book is not promoting any particular accounting software. It is written from the
perspective that a Church will use some proprietary accounting software to keep their
accounts, and the ideas expressed here will be able to be used with such software. As the
providers of such software tend to produce an updated version every year or so, what is
written here has to be from a generic point of view and not associated with any particular
version of that software. With this in mind, however, all the examples given in this book and
the construction of the Chart of Accounts are based on software provided by MYOB
Australia Pty Ltd, using MYOB AccountRight Plus v 19.

Accounting software providers tend to produce a range of different versions of their software.
Can | suggest that the software the Church uses should have the following characteristics:-

1) The software is based on Double Entry Accounting. It should be hard to find any
software that is not based on Double Entry Accounting; however the software
produced for personal use / home accounting tends to be quite unsuitable for
keeping appropriate records for Churches.

2) If the Church has more than one employee, the software should have a module
that is set up to account for employment. Whilst most copies of the software will
be able to be used to keep employment records, those that have a dedicated
payroll function will be able to automatically calculate things such as:-

a) Holiday leave accrued

b) Long Service Leave

)
¢) Superannuation
)

d) Fringe Benefits

Software that doesn’t have a dedicated payroll module will need to be
supplemented by manual records for many aspects of the employment of people.
The additional cost of purchasing such a function will normally be off-set by the
reduced time needed to keep such manual records.

Should the reader use an accounting software package that doesn’t have a
payroll module, but wishes to have it, the provider of the software will usually
have an upgrade version that will accommodate this.

This book makes no attempt to demonstrate how to operate a particular software package.
Most suppliers of such software have training sessions in the use of their software. In
addition, “How To” books are often written for the popular software packages, which are
available from commercial book sellers, keeping the purchaser up to date with the particular
package that is purchased.

Retailers of software will be able to provide a software package that has had many years of
development and worked well in a Church setting. It is suggested that the Church choose a
popular brand of software, as this will be supported by both the software provider and also
through books that have been published showing how to use the software.

The software providers may offer an ‘after sales’ telephone service and free upgrade of
software. This gives the purchaser access to technical assistance in the use of the software.
This is usually provided at an additional fee to the purchase price of the software.

10
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2. Legal structure of the Church

Churches can have a very wide range of legal structures. Some denominations are
established under a specific Act of Parliament, others are established under Company Law,
some under Incorporation Law, whilst others don’t have any legal structure at all. The
churches without a formal legal structure will be operating under the responsibility and
liability of the leadership of the church, similar to that of a “Sole Trader” in business. This
type of structure is not encouraged.

Establishing a Church as a legal entity in its own right has advantages and disadvantages /
responsibilities, with the advantages usually outweighing the disadvantages /
responsibilities.

The advantages of establishing a church as a legal entity such as a Company or
Incorporated body are things such as

e The Church will have a Constitution (or similar document) that outlines things that
the church can do and cannot do, such as:-

o What the positions of the office bearers (such as Senior Pastor, Treasurer,
etc)

o What the office bearers of the Church can and can’t do
o What the focus of the activities of the Church will be
o How the funds of the church can be managed

o What is the grievance procedure that is to be followed should there be a
disagreement within the church that is not being resolved easily

o What is to happen to the assets of the church in the event that the church
ceases to exist

o A point to note with the Constitution is that this may take many forms, and
may be very brief. However, when the Church’s Constitution is silent on a
matter the wording of the “model rules” that are part of the legislation under
which the Church is established binds the Church as to what it can and
can’t do in particular circumstances. This means that the model rules are
legally binding on a Church on issues that the Constitution doesn’t address.

e The potential to minimise personal legal liability for things that may go wrong, or
where a church may be involved in an action against it

e The potential to have the church declared by the ATO as Income Tax exempt, i.e.
the church doesn’t have to pay tax on its income or complete annual taxation
returns

¢ The potential to have some aspects of the Church’s operations declared to be a
“tax deductible gift recipient”, i.e. under certain circumstances, any one giving to
that aspect of the Church’s activity can claim their giving as a personal taxation
deduction

e That when an individual is conducting an advertised program of the church (such
as being the leader of a Home Group, meeting in a private residence) away from
11
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the Church’s premises, that individual is usually covered by the insurance policy
that the Church has taken out
The disadvantages or responsibilities are:-

e The church must comply with the requirements of the Act of Parliament under
which the Church is established

e The reporting requirements to Government agencies differ slightly between
different legal structures, and can differ between the States of Australia. The
Officers of the Church need to be aware of these and fulfil their legislated
responsibilities.

Whatever legal structure a church is established under, it should always be done with the
input and assistance of an appropriately qualified, registered practitioner. Such a practitioner
will also be able to advice on things such as:-

e Obtaining an Australian Business Number (ABN)
¢ Registration for GST
e Obtaining an Income Tax Exemption for the Church

e Whether or not the Church can obtain an Income Tax Gift Recipient status for part
of its activities

Separate legal entity to own the land and buildings

When the time comes for the Church to purchase land and buildings, one thought is for this
to be done through a separate legal entity, so that the Church is one entity and another
entity is the owner of the land and buildings. The Church would be the tenant and the other
entity would be the landlord. There should be a signed lease agreement between the two
entities so that things such as the amount to be paid as a rental is set, which entity pays for
what in maintenance issues, etc.

The advantage of having one entity to run a church and the second entity to own the land is
that if the church has a successful action against it the land and buildings cannot be
included as part of any settlement. The disadvantage is that there are two legal entities with
possible differing responsibilities for both of them.

If an entity is currently set up as a Church and it both runs Church activities and owns land,
one thought is that a second entity could be set up to run the church and the current entity
become the landlord to the new entity.

Again, this is hinting at aspects of the law that can change from time to time, and should be
done with advice from an appropriately qualified, registered practitioner in this field of law.

12
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3. Planning the reporting of the data

Before anything happens in the recording of data one must always have in the background
an understanding of why the records are being kept. The answer to this is so that the
transactions of the Church can be reported to various people or bodies. Such reports are the
end point of the accounting process.

The list of people or bodies that have a right to know what has happened with the finances of
the Church should include, but is not limited to:-

e The members of the Church
o Profit and Loss Reports
o Balance Sheets
o Cash Flow Statements
o Departmental reports
e The Board of the Church
o Profit and Loss Reports
o Balance Sheets
o Cash Flow Statements
o Departmental reports
o Cash Position Reports
e The ATO
o BAS/GST reporting
o Employment arrangements
o Payment Summary advice
o Fringe Benefit reports
e Government departments
o Profit and Loss Reports
o Balance Sheets
o Cash flow Statements
o Audited reports

As a consequence, the bookkeeper is in a position of absolute trust to keep accurate records
so that the reports that are needed can be produced in a timely manner.

It is with these reports in mind that this book has been written.

13
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4. Goods and Services Tax (GST)

The GST aspect of the Church’s setup should be discussed with a legally qualified person
before any decision is made as to whether to register for GST or not register for GST. If the
Church is not registered for GST then this process is very simple. The software will require a
GST code to be put against every line of both deposits and expenditure. Where the Church
is not registered for GST the code for “No Tax” should be used. In the examples shown
throughout this book this is the “N-T” code.

When the Church is not registered for GST it means that there is no GST accounted for in
any of the money received, nor can the church claim back from the ATO any of the GST it
pays out in various bills. Within a Church context this usually means that the Church pays
more for what it purchases than a church that is registered for GST. Most churches,
particularly those small churches that are not employing anyone, usually receive a refund
when they submit their BAS to the ATO.

However, there is a level of activity where the church is legally required to account for GST.
Please consult an appropriately qualified, registered practitioner to find out what this level is
for your church. A church that has a level of activity that's below the legally required amount
can still register for GST, and then it has to submit a BAS to the ATO according to a time
table set out by the ATO.

The money that flows through a church setting may or may not contain GST. This is an
aspect of law that can change from time to time, so it is necessary for the Church to be able
to get advice from an appropriately qualified, registered practitioner to assist them in this.
The comments given here are of a general nature, but may be incorrect in a particular
circumstance. Because of this, the advice so received by a Church will always over-ride
these comments.

How to calculate GST

The Goods and Services tax in Australia has been set at 10% since this tax was introduced.
To take an amount of money and add on the GST multiply the amount by 1.1. For example,
$15 that does not contain GST is equivalent to

$15x 1.1 = $16.50 with GST

To find the GST amount that has to be added to $15 as the GST component, divide the $15
by 10, e.g.

$15/10 = $1.50 GST

To go back from an amount paid that contains GST to the non-GST component; divide the
amount by 1.1, e.g.

$16.50 (the amount with GST) / 1.1 = $15 (the amount without GST)

To find out the GST component in an amount that contains GST, divide the amount by 11,
e.g.

$16.50 (the amount with GST) / 11 = $1.50 (the amount of GST)
Should the GST percentage be changed from 10%, the above examples will need to be

appropriately adjusted.

14
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GST in money received
As a general principle the majority of money that a Church receives does not contain a GST
component, therefore the “N-T” tag would be used.

Occasionally a Church will receive money that has GST in it e.g., sale or trade of a piece of
equipment. When a person pays money to the Church and expects to get a specific benefit
from that payment, then the payment normally will contain GST. An example of this would be
to pay for a seat on a bus trip. If the money is paid, the person is allocated a seat on the bus.
If it is not paid, then the person doesn’t get the bus seat.

Tithes and offerings don'’t attract GST. Whilst it can be argued that a church member can
anticipate receiving personal counselling because of their membership, the money they pay
in tithes and offerings is not payment for specific counselling; therefore there is not a specific
personal benefit from this money. The appropriate tax code to use would be “N-T”. This
would also apply to money received as offering from church departments such as a
Childrens’ offering, or a Youth offering.

Where there is doubt about the GST component of cash being received or cash being paid
out, always consult with an appropriately qualified, registered practitioner who is registered
to give advice on such matters.

GST in money paid out
There are some payments that a Church may make that are always exempt from GST, some
that have GST applied to only part of the payment and some that attract full GST.

Payments that are always exempt from GST include the following:-

e There is no GST on payroll payments such as wages and superannuation. All of these
have the “N-T” tax code.

e Some food items are exempt from GST

e Internal transfers, e.g. transferring money from one bank account to another are
always exempt from GST

Payments that have GST applied to part of the payment include the following:
e Insurance premiums
¢ Registration of vehicles
e Purchase of a basket of food items

Payments that always have a GST component include most of the things that a Church will
purchase, which include:-

¢ Tax invoices from people or businesses who provide goods and services to the Church
(if they are registered themselves for GST) such as electricity or gas accounts and
trades people.

e Always look at the invoice that a supplier provides.

o If the invoice provided contains an ABN and has the words “Tax Invoice” or
“GST included” or a separate line item showing the GST amount, then there

15
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is GST in this payment. Whether or not an invoice contains GST is dependent
on what is shown on the invoice.

When the Church is registered for GST the GST that’s paid out can be either seen or
calculated from the Tax invoices that relate to the payment.

The following is an example of where GST is applied to the full amount paid:-

(&) Spend Money

Fay from &ccount: | 1-1110 5| Cheque Account Balance o $1.730.00

v Tax Inclusive

Card |41 Building Supplies =/ Cheque No.|4
Papee =] :|A1 Building Supplies i1 /0772010

74 Srnith Street _
Your Cit Wic Armount;| $770.00

Seven Hundred and Seventy Dallars and 0 Cents

herno: | A1 Building Supplies e S

M ame Armount temn

Govemment projects $770.000 Work1 M aterials for Wiark,

Total Allocated: $770.00
Tax o $70.00 [+ Cheque Alieady Prinked
Total Paid: $770.00 Remittance Advice Delivery Status:

Dut of Balance: $0.00 | Ta be Printed
(I:J Save az Recuring ﬁ.}) Uze Recurring

Journal | Register

Note: The point where GST is registered in the accounting software is at the
time of recording the transaction. In the above example this is show by the
letters “GST” in the Tax column at the right of the screenshot. The amount of
the tax is $70, as shown next to the word “Tax” at the bottom of the screen
shot. This transaction is set up to capture this payment of GST by the
software when it is asked to produce a report to help prepare the Business
Activity Statement.

16



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that

the comments given here are appropriate for the Church.

Section 2

The basics of bookkeeping for the Church

17
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5. Chart of Accounts

The examples given here come from MYOB software.

A Chart of Accounts is likened to the skeleton of a human body — it's the central structure
around which the accounting recording and reporting processes operate. Church records
just won’t happen if there isn’t a “Chart of Accounts”, just as a human body wouldn’t be able
to keep its shape or form if there were no skeleton.

Setting up and understanding a Chart of Accounts is the first thing to be done in setting up
the software.

A model chart of accounts is shown in Example 1. This basic outline of a Chart of accounts
could be used by a church, and suggestions are given later on how this could be adjusted to
suit specific circumstances. This Chart of Accounts is based on what one would see in
MYOB AccountRight Plus v19. Other software providers will also have the capacity to
construct a Chart of Accounts, but may do it differently; for example, they may not use
account numbers and only use account names, or may not have the capacity to use the “8-
0000” or “9-0000” series of accounts.

A Text file of this Chart of Accounts is included in the package that comes with this book. Or
selected software may be able to import this. If not, the following may be copied manually as
an initial Chart of Accounts for a Church.

Example 1 - A model chart of accounts

Your Christian Church
Your Street

Your Town

Account Account Name
number
1-0000 Assets

1-1000 Current Assets

1-1110 Cheque Account

1-1120 Payroll Clearing Account

1-1150 Investment Account

1-1160 Building fund Investment account
1-1170 Petty Cash

1-1180 Undeposited Funds

1-1190 Electronic Clearing Account
1-2000 Trade Debtors
1-1300 Investments

1-1310 Shares

1-1320 Bonds

1-1330 Fixed Interest Investments
1-3000 Non Current Assets

1-3010 Land and Buildings

1-3015 Accumulated Depreciation Land and Buildings
1-3020 Plant & Equipment at cost
1-3025 Accumulated Depreciation Plant & Equipment

18
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1-3030 Furniture & Fixtures at Cost
1-3035 Accumulated Depreciation Furniture & Fixtures
1-3040 Vehicles

1-3045 Accumulated Depreciation of Vehicles
2-0000 Liabilities

2-1000 Current Liabilities

2-1100 Credit Card

2-1200 Trade Creditors

2-1310 GST Collected

2-1330 GST Paid

2-1380 ABN Withholdings Payable
2-1390 Luxury Car Tax Payable
2-1400 Payroll Liabilities

2-1410 Payroll Accruals Payable
2-1420 PAYG Withholding Payable
2-1430 Superannuation Payable
2-1440 Fringe Benefits (Employee's name)
2-1450 Provision for Long Service Leave
2-2000 Non-current Liabilities
2-2100 Mortgage Loans

2-2200 Bank Loans

3-0000 Equity

3-4000 Department funds

3-4100 Ladies Ministry

3-4200 Mens’ Ministry

3-4300 Childrens’ ministry

3-4400 Youth Ministry

3-4500 Missions

3-4600 Building fund

3-4700 Events

3-8000 Retained Earnings

3-9000 Current Year Surplus/Deficit
3-9999 Historical Balancing

4-0000 Income

4-1000 Tithes

4-1100 Donations

4-1200 Interest income

4-1300 CD / Sales of products
4-1400 Sales, Drinks etc

4-1500 Miscellaneous Income
4-4000 Departmental income
4-4100 Ladies Ministry

4-4200 Men’s Ministry income
4-4300 Children’s ministry

4-4400 Youth Income

4-4500 Missions’ income

4-4600 Building Fund Income

19



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that

the comments given here are appropriate for the Church.

4-4700 Events

6-0000 Expenses

6-1000 Accountancy fees

6-1010 Advertising

6-1020 Bank Fees

6-1030 Camps

6-1040 Children’s Ministry

6-1050 Church Supplies

6-1060 Computer software

6-1070 Conferences

6-1080 Copyright fees

6-1090 Depreciation, Furniture and Fixtures
6-1100 Depreciation, Land and Buildings
6-1110 Depreciation, Plant and Equipment
6-1120 Depreciation, Vehicles

6-1130 Donations

6-1140 Dues, State and National headquarters
6-1150 Electricity

6-1160 Entertainment

6-1170 Equipment costing less than $500
6-1180 Fuel

6-1190 Gas

6-1200 Guest Ministry

6-1210 Hospitality

6-1220 Insurance

6-1230 Internet

6-1240 Interest Expense

6-1250 Legal fees

6-1260 Maintenance

6-1270 Music and Creative Arts

6-1280 Miscellaneous Expenses

6-1290 Office Supplies

6-1300 Postage

6-1310 Printing and photocopying
6-1320 Professional Services

6-1330 Rates

6-1340 Rent

6-1350 Telephone

6-1360 Training

6-1370 Travel & Entertainment

6-1380 Vehicles & Maintenance

6-1390 Water

6-1400 Working with Children check
6-4000 Transfers - Departments
6-4100 Transfer Ladies Ministry

6-4200 Transfer to Men's Ministry
6-4300 Transfer to Children’s Ministry
6-4400 Transfer to Youth Ministry
6-4500 Transfer to Missions

6-4600 Transfer to Building Fund
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6-4700 Transfer to Events

6-5000 Employment Expenses
6-5100 Wages and Salaries

6-5200 Superannuation

6-5300 WorkCover

6-5400 Long Service Leave Allocation
6-5500 Holiday Leave Provision
6-5600 Staff Amenities

8-0000 Other Income
8-1000 Sundry Income

9-0000 Other Expenses
9-1000 Sundry Expense
9-4000 Suspense account

When setting up the Chart of Accounts in proprietary software the software may add more
accounts than what is shown here. For example, there may be an account for “Voluntary
Withholding Credits”, or “ABN Withholding Credits”. Many of these accounts will be “Linked”,
i.e. the software does some automatic things with these accounts under some specific
conditions. If the accounts that the software has automatically constructed can’t be deleted,
then just keep them and ignore them.

One way of handling these is to set up a section for “Unused Accounts”. The easiest way to
do this is to make the second numeral of the account number a “9”. This will put them to the
bottom of the list of accounts in the section in which they occur. If the software allows you to
make these “9” accounts to be inactive, then do so. Making an account inactive means that
the account won’t show up on any drop-down menu. Should you ever need the account then
make the account to be an active account, and give it an appropriate, i.e. the second number
is not a “9”.
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Structure of a Chart of Accounts

A Chart of Accounts will have five main sections. Some proprietary software will have more
than this (as in the example above), but the extra sections are really only a sub-section of
the five main sections. These sections of a Chart of Accounts are:-

1.Assets

2.Liabilities

3. Equity (sometimes called “Proprietorship)

4.Revenues

5.Expenses

Assets

Assets of a Church are the things of value to the Church, and include items such as:-

Bank accounts
Petty cash floats
Debtors who owe money to the Church

Long-term assets such as land, buildings, furniture, equipment, musical
instruments

Accumulated depreciation of long-term assets (more notes will be given on
these at a later stage)

The assets in the above Chart of Accounts all start with the numeral “1”.

Liabilities

The liabilities of a Church are the monies that is owed to people or businesses that are not
part of the Church structure, and would include things such as:-

The balance owing on a Credit Card
Bank loans for buildings and land purchases

GST that has been collected on sales the Church has made. Note: the GST
that has been paid out on various purchases the Church has made will
usually be included in the Liability Section, but in reality this is money the
church has paid out, but will get back when the next BAS is sent to the ATO.
Thus the GST that has been paid out is really an asset of the Church, but
proprietary software records it under the liability section of the Chart of
Accounts.

Amounts owing to the creditors of the Church (i.e. things the Church has
purchased, but not paid for on a particular day)

Superannuation owing on employee’s wages
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e Unpaid Fringe Benefits to an employee
e Accrued Long Service Leave

The liabilities in the Chart of Accounts above all start with the numeral “2”

Equity
The Equity of a Church is the value of the Church to its members. It is the difference
between the value of the assets and the liabilities.

In this template of accounts for Church finances the balance of money that’s in a Church
Department’s account will be recorded in the Equity Section. This is done to allow a
Department to manage its own financial affairs and to keep them separate from the main
activities of the Church

The equity accounts in the Chart of Accounts above all start with the numeral “3”.

Revenues
The revenues of a church are the income that a Church receives, and includes things such
as:-

e The tithes and offerings received

e The money received by Church departments, such as Missions or Youth
e Sale of items such as drinks from a drink dispenser

e Donations to a building fund

The revenues in the Chart of Accounts above all start with the numeral “4”.

Expenses
The expenses of a Church are the payments that a Church needs to make to keep it
operating, and would include things such as:-

e Rental on rented premises

e |Interest paid on loans

e Utilities such as electricity, water and gas

e Employment expenses

e Maintenance of buildings and property

e The operations of machinery such as cars and photocopiers

e [Insurance

The expense accounts in the Chart of Accounts above all start with the numeral “6”.
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Other groupings in Proprietary software

Proprietary software may have other major headings in their chart of accounts. For example,
“Cost of Goods Sold” (these accounts could start with “5”), “Other Income” (these accounts
could start with “8”) and “Other Expenses” (these accounts could start with “9”). These
groups are sub-sets of the above five main groups.

Cost of Goods Sold is set up to record the purchase price of goods a business may
purchase with the intention of re-selling them at a higher price. This group is a specialised
form of an expense.

Other Income and Other Expenses are used to record income and expenses that are not
core functions of the business. For example, if the Church is set up to run a Family Day Care
in the Home program, it may receive some Government funding that is to be passed on in
full to the Family Day Care person. Such money is placed in the Church bank account, but is
never the Church’s money — it always belongs to the Family Day Care person. Such money
would be recorded in the “Other Income and Other Expenses” section of the Chart of
Accounts, and when reports such as Profit Reports are produced such money will be
reported separately from the main activities of the Church.

Difference between Assets and Expenses

There are times when the bookkeeper is faced with the purchase of an item and there is
confusion as to whether it is an expense or an asset. As a general rule of thumb if the church
is purchasing an asset the following two questions will be “Yes”.

1. s the item being purchased expected to last for more than | year when it is
purchased?

2. Does the item cost a significant amount of money (not including the GST
component of the purchase)? It is suggested that the Church liaise with its
auditor when deciding on what is a “significant” amount of money.

If the answer to either of these questions is “No”, then the purchase is classed as an
expense.

For example:-

1. The purchase of an insurance policy that costs (say) $5000, but as the life
span is for only 1 year, it is an expense

2. A piece of equipment such as a paper guillotine can be expected to last for
more than 1 year, but if it costs less than $500 it would be classed as an
expense. If it cost more than $500 it would be an asset.

3. A sound system for the Church that costs more than $500 in total would be
expected to last for more than one year; therefore it would be recorded as an
asset. Individual components of the sound system may fail in less than a
year, but this doesn’t negate the initial way the purchase is recorded.

Header accounts
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Some software can make totals of subsections of the five major areas of the accounts. In the
above Chart of accounts in Example 1 the accounts that are printed in bold would be a
“Header Account” and the various reports that can be produced will have a sub-total
calculated for the accounts below the “Header Account”.

The Income and Expense Report

An Income and Expense Report is prepared from the Revenues and Expenses of a Church.
Where the revenues are greater than the expenses, the Church has made a surplus. Where
the expenses of a Church are greater than the revenues, the Church has suffered a
deficiency.

A surplus is added to the Equity of the Church and a deficiency is subtracted from the Equity
of the Church.

The association between Profit and Cash

A surplus and cash are not the same thing. A church may make a surplus in its operations,
but not have the cash to represent this. For example, if the Church has repaid part of a loan
or purchased a new asset, the profit is reflected in the reduction in the liability or the increase
in the assets. Just because a Church has made a surplus it doesn’t mean that there is an
equivalent amount of cash available.

The Balance Sheet

A balance sheet contains the assets, the liabilities and the equity of the church. At all times:-

The total value of the assets of the Church
Less the total value of the liabilities
Equals the value of the equity of the Church

This is because the accounting software in use operates under the system of “Double Entry
Accounting” in the background. This system makes it impossible for any other scenario to
occur.

A Balance Sheet can be likened to taking a photograph — it is a snapshot at a moment in
time. As with a photograph, if the subject is blinking at the exact moment the photo is taken,
that is what will be recorded. With a Balance Sheet, it will reflect the situation at the time the
Balance Sheet is drawn up. As soon as another transaction is recorded, the balance sheet
will be different.

Explanation of Double Entry Accounting

All major accounting systems in Australia operate under what is called “Double Entry
Accounting”. Some systems operate as “Single Entry Accounting” but these are restricted to
small operations and are for people who don’t understand the background principles of
accounting. A single entry system is not appropriate for Church accounting.

Double entry accounting means that for every entry into the accounting system it is recorded
twice:-

e Once as a debit entry
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and
¢ Once as a credit entry

The debit or the credit entry may be made up of many components, but the total value of the
debit entry will always equal the total value of the credit entry. For example, a petty cash
reimbursement for (say) $200 may be composed of $50 kitchen supplies, $30 postage, $80
general repairs, $40 petrol reimbursement. This transaction has one credit entry of $200 in
the cash withdrawn from the bank account, but four debit entries that total $200 that are
recorded in the relevant expense accounts. The important thing is that the total of the debit
entries is equal to the total of the credit entries, or the software won’t accept the transaction.
It will show a ‘pop-up’ screen showing the transaction is “out of balance”. Note: the amounts
used in this example do not include GST.

Proprietary software that is appropriate for a Church to use will always use this principle of
Double Entry Accounting, although for the majority of the time it will operate in the
background, independently of the operator. Proprietary software using Double Entry
Accounting won'’t accept a transaction unless the total value of the debits equals the total
value of the credits. If these two values are not the same, the software will show an “Out of
Balance” error when one attempts to record the transaction.

General Journals

The only time when a treasurer using proprietary software needs to understand the
principles of Double Entry Accounting is in the recording of Journal entries. General Journals
are used to record things such as:-

e Depreciation of assets
e Adjustments to the provisions set aside for Long Service Leave
e Adjustments to the accounts as required by an auditor

e To record an official revaluation of land and buildings
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The 10 rules of Double Entry Accounting
When entering data into a General Journal the following rules apply universally:-

1.If an asset is to be increased in value, record it in the debit column

2.1f an asset is to be decreased in value, record it in the credit column

3.1f an expense is to be increased in value, record it in the debit column
4.1f an expense is to be decreased in value, record it in the credit column
5.1f a revenue is to be increased in value, record it in the credit column
6.1f a revenue is to be decreased in value, record it in the debit column
7.1f a liability is to be increased in value, record it in the credit column

8.1f a liability is to be decreased in value, record it in the debit column

9.1f an equity item is to be increased in value, record it in the credit column

10. If an equity item is to be decreased in value, record it in the debit column

Examples of Double Entry Accounting in practice
When one pays an electricity bill two things happen:-

e The bank account goes down (a credit entry)
e The electricity expense goes up (a debit entry)
When one receives a loan from the bank two things happen:-
e The cash in the bank goes up (a debit entry)
e The liability of the church goes up (a credit entry)
When the church received its tithes and offerings two things happen:-
e The bank account goes up (a debit entry)
e The revenue of the church goes up (a credit entry)
When the church records depreciation of its assets two things happen:-
e The expense of depreciation is increased (a debit entry)

e The accumulated depreciation is increased, it is the reduction of value to an
asset — (a credit entry)

When a Church acknowledges that it has a responsibility to pay Long Service Leave in the
future and wants to progressively accumulate funds to pay this expense, two things happen:-

e The expense (long service leave) increases, (a debit entry)

e Aliability to pay long service leave increases (a credit entry)
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Hopefully these few examples are sufficient to show that:-

e For every entry into the accounting records both a debit and a credit entry are
created

Why does the bank record a bank deposit in the credit column of a
Bank Statement but it’s in the debit column of the software?

One of the things that often bring confusion between the layman and the professional
accountant comes from looking at a Bank Statement. On the Bank Statement one sees that
money that has been put into the bank is recorded in the credit column, and money that is
withdrawn is recorded in the debit column. This appears to be in stark contrast with what is
shown in the 10 accounting rules above.

From the Church’s perspective the transaction is simple. Tithes (say $1,000) have been
received and banked. The double entry process would record this as:-

¢ Increase the bank account (debit $1,000)
¢ Increase the revenue, tithes (credit $1,000)
From the bank’s perspective the banking of this money will be recorded twice as well:-

e Their supply of cash (an asset) has increased by $1000. This will be recorded
on the debit side of their records

e Their liability to repay the money to the Church has increased by $1,000. This
will be recorded as a credit.

e From the bank’s perspective it has followed the above 10 rules exactly.

What the bank gives to the Church in a “Bank Statement” is a statement of the Bank’s
liability, (not a statement of the Church’s asset); therefore it is totally accurate for them to
record an increase in their liability in the credit column, whilst the church records it as an
increase in an asset in the debit column. Both parties have followed the same rules
accurately — there is no discrepancy between them.

Some more detailed notes about specific accounts in the Chart of

Accounts

The above list of account numbers and account names in the Chart of Accounts is indicative
only. Not every church will use every account in this list. Other churches may need to have
some account numbers added to the list given, for example, if the Church holds some of its
cash as shares.

Some of the accounts in the above list are used internally by the software. The following is a
brief explanation of some of them:-

¢ 1-1120 Payroll Clearing Account. This is an account that is used internally by the
software. When one records an employee’s pay in the software, the cash component
of that pay is allocated to this account. When the cash is actually transferred to the
employee, it is paid out of this account. Thus, if this account has a credit balance it
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means that the cash for a pay has not actually been transferred to an employee’s
bank account

e 1-1170 Petty Cash. See later notes on how to operate a Petty Cash Float. This

account is rarely used. The debit balance of this account should be the same as the
float in the Petty Cash tin. This account is only used when the float is increased or
decreased. It is not used to record the transactions of a particular Petty Cash
reimbursement

1-1180 Undeposited Funds. There are times when a Church will accumulate cash
from a range of different sources and then amalgamate it all together to make a
single banking. The general principle is that when an entry is made into the bank
account the figure that’s recorded in the software should be the figure that’s going to
appear on the Bank Statement. The way to manage this is to accumulate the
individual amounts into the “Undeposited Funds” account and then to make a single
transfer of the total to the bank account. Once this has been recorded, the account
should have a balance of $0.00. This account can be considered as a “clearing
account”.

1-1190 Electronic Clearing Account. Some Churches choose to pay their bills by
electronic transfers from their bank account. The different software packages handle
this in different ways. One way is to pay the bill to allocate the bills to the Electronic
Clearing Account, and then to send an electronic message to the bank to make the
payments. Thus this account will be debited when the bill is being processed and
credited with the total when the funds are withdrawn from the bank account.

1-2000 Trade Debtors Trade Debtors are used when the Church creates a “Sale” and
bills people or organisations for an amount of money. For example, if the Church is
holding a camp that costs $200 per person attending, and a particular family wishes
to pay for this over a period of time, one way of keeping track of the progress of
these payments is to create a “Sale” in the software. The amount billed out to the
family would appear under “Trade Debtors” in the balance sheet. As the payments
are made the balance of the Trade Debtors account will head towards $0.00.

1-3015, 1-3025, 1-3035, 1-3045 Accumulated Depreciation accounts Entries are
made into these accounts when the depreciation schedule is completed.
A discussion of the “Depreciation Schedule” is made later. The amounts shown in
these accounts represent the value of assets that have been offset against income
since they were purchased. These accounts will have a credit balance. When this is
subtracted from the relevant asset account one can see the theoretical book value of
the assets.

2-1200 Trade Creditors This account stores the total value of money that is owed to
people or organisations. This account is used when the Church receives an invoice
for some goods or services and immediately enters the invoice into the accounting
system. This is good practice, as it shows the amount of money owing to creditors at
any point in time. As the bills are paid, the balance of this account will head towards
$0.00.

21310 GST received Note: The GST tag on the entry of the transaction into the
software is where the GST amount is captured and posted automatically. The user of
the software doesn’t need to do anything further to record the GST amount.

2-1330 GST Paid. If a Church is registered for GST and then pays a bill that contains
GST the amount so paid is shown in this account. It represents the amount of money
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that will be claimed back on the next BAS return. This account will have a debit
balance in the software.

e 2-1440 Fringe Benefits (Employee’s hame). Some employees are able to package
their wages so that they accrue Fringe Benefits. When the employee’s wages are
processed through the Software the Fringe Benefits component will be transferred to
this account. If this account has a credit balance it shows the amount that is still to be
paid out on behalf of the employee.

Note Fringe Benefit money cannot be paid directly to an employee as cash or in a
cheque — it always has to be paid out to a third party on behalf of the employee. Such
payments could be made, for example:-

To a school to pay for the child of an employee’s school fees:
To a bank to repay a loan:

To a credit card:

To a utility for gas, water or electricity.

Should any money be paid to the employee out of the Fringe Benefit component
it is immediately taxable, and the appropriate tax should be deducted from the
payment. The easiest way to avoid this complication is to have a policy that no
Fringe Benefit money will be paid to the employee.

As Fringe Benefits law is a complex part of our Australian Taxation System, any
payments made under this must be done under the guidance of a specialist in this
part of the tax law.

e 2-1450 Provision for Long Service Leave. If an employee is eligible for Long Service
Leave after an agreed period of employment the Church should be recognising this
on an annual basis and set funds aside so that the cost of paying for both the Long
Service Leave of the employee as well as the cost of a person to replace this
employee. If this provision is not made there will be an abnormal cost in the year the
Long Service Leave is taken. This account shows the total amount that has been set
aside to cover this future payment.

e 3-4000 Department Funds. Most churches will run departments, for example Youth,
Missions, Children. Some of these departments will have their funds subsidised from
the general tithes and offerings of the Church whilst others will be expected to be
totally self funding. Whichever of these happens, the department’s funds will need to
be recorded separately from the funds available to the Church. These accounts show
the current status of the department accounts, i.e. the amount that they have
available to spend (a credit balance) or the amount by which the department has
overspent (a debit balance).

e 3-8000 Retained Earnings, 3-9000 Current Surplus / Deficit, 3-999 Historical
Balancing. These three accounts show the net book value of the Church. These are
handled internally by the software, so it will be a very rare event that one has to use
these in day-to-day bookkeeping.

¢ 9-4000 Suspense. Occasionally one gets a transaction where one is uncertain as to
where to allocate the transaction. When this occurs, allocate the transaction to this
account “9-4000 Suspense”. Later one can get advice on where the transaction
should be recorded, and make a transfer. This account should have a balance of $0.
If it has any other balance it means that there are one or more transactions that have
not been transferred to their correct destination.
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6. Day to Day recording of what actually
happens

The majority of day-to-day transactions for a Church fall into the following areas:-

¢ Receipting cash received

The treatment of GST (Goods and Services Tax)

Banking money

Paying bills

Running a Petty Cash system

Reconciling bank accounts

Reporting to the Church’s activity to appropriate people / organisations

e Transferring money between bank accounts

Filing the documentation that supports the recorded transactions

Receipting cash received

Cash received by a church can come from many different sources, for example:-

¢ Tithes and offerings collected during church services

Designated offerings for specific purposes, e.g. Missions, Building Fund,

e Government funding (e.g. if the Church is running a Family Day Care in the Home
project, or a training program to assist people to get employment)

BAS refunds
e Departmental funds collected
In addition to this, the money can be given in a wide range of different ways, for example:-
e Cash
e Credit Card
¢ Electronic Funds Transfer — Point of Sale (Eftpos)

¢ Direct Credit
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The overriding concept here is

What'’s the figure that will appear on the Bank Statement

This is the figure that must be allocated to the bank account in the software. If funds for a
particular deposit into the bank account are received from several sources over a range of
receipting events, then allocate these receipts to the “Undeposited Funds” account number
1-1180. Then complete a bank deposit of the total amount banked from 1-1180 to the
appropriate cheque account. The end point of this is that funds can be received from many
sources, but only one figure (the total value of the deposit) is shown in the bank account of
the software.

Sign-in sheets for Sunday offerings

Whenever cash is handed in for banking into the Church bank account it should be
receipted. Money that’s received through the Church offering system can be receipted on a
“Counters sheet”. Money that’s handed in by a person (usually to another person) should be
receipted through a Cash Receipt book that has been purchased from a stationery supplier.
Both of these documents may be requested by the Church auditor to help the auditor confirm
that the total funds received are banked.

A Counter’s sheet may look like the following. This example is given as a spreadsheet with
this book — it prints out on two sheets of A4 paper. A blank (manual) counting sheet for
counting money is also included. These forms must be signed by at least two people.
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These sheets are used in the event of an insurance claim for loss of money in transit — they
are a tool in establishing the amount that is missing.

Please note the following if you are using the above spreadsheet:-

e You can only enter data into the white cells

e As data is entered, the background colour will change to pink. It will only change back
to blue when the amount received on the left-hand sheet is equal to the amount to be
banked on the right-hand sheet. The amount by which the two sheets differ is shown in
cell K38

e Enter into column A the account names for the income accounts. Enter into column C
the account numbers for these income accounts

e Enter the amount received for each income line into column B

e Column D is for the people counting to enter any comments that are pertinent

e Column E is to identify any GST that has been received in any income line

¢ In Column H enter the number of each denomination received. The spreadsheet will
calculate the value of each denomination

e When the background colour has returned to ‘blue’, print out the sheets and have the
people counting this sign the sheet. Save the sheet with the date as part of the file
name, e.g. “Counting sheet 100701”, where the first two digits stand for the year, the
second two digits stand for the month, and the final two digits stand for the day of the
month. In this format, the spreadsheets will be stored in date order, with the most
recent being at the bottom of the list

Banking money

For illustrative purposes the following two deposits are recorded by being allocated to the
Undeposited Funds account number 1-1180.

[ Receive Money

" Deposit to Account: Balance =-: $100.00
f» Group with Undeposited Funds: 1-1120 Undeposited Funds v Tax Inclusive

Papar - || =l ID #: [CROOOOOS
Armount Received: | $50.00 Drate: | 1072010
Pawment Method: | Cash =1 Details...

M emao: |

REE Arnount kd emo
Dionations

Total Allocated: |

Tax 57 $0.00
Total Received: $50.00
Out of Balance: $0.00

{B) Save az Becuring l:b) Usze Recuring

7. Co}
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[ Receive Money

Dreposzit to Account: | 1-1180 =/ Undepozited Funds Balance ==: $150.00

v Tax Inclusive

Payor - | = ID #: [CRODOOOS
Armount Received: | $100.00 Doate: | 1/07/2010
Fayment Method: | = | Lietails. ..

Fermo: |

M arne Aok rerno

Tithes

Total sllocated:

Tax 5 $0.00
Total Received: $100.00
COut of Balance: $0.00

(&) Save az Recurning | (&) Use Fecuring

The entry that may appear in the “Prepare Bank Deposit” section of the software may look
like:-

[EI Prepare Bank Deposit Zl |E|E|

Depost to Account:| 1-1110 Tl Cheque Account Balance o= $1.430.00

Select Receipts by: | All Methods hd 1D #: | CROOODOY

Date: | 14072010

M ema: | Bank Deposit

temo Payment Method Amnount
o+ CROOOO0S |1/07/2010 $100.00
o CROODOOG |1/07/2010 $50.00

‘ Murber of Deposits Included: 2 Total Deposit Amont: $150.00

= Deposit Adjustrment |

7. ) &
Help F1 FPrrint

Journal Cancel

This transaction collects the two separately receipted amounts of $100 and $50 in the
software and then transfers the total to the bank account. Because the bank will show that a
single deposit of $150 has been deposited, the bank reconciliation process will be very easy.

The following is an example of what the receipt of money may look like in the software:-
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[ Receive Mo ney

i+ Deposzsit to Account: 1-1110 = Cheque Account Balance =x: $1.580.00
" Group with Undeposzsited Funds: v Taxlnclusive

Payor - | =l ID #: [ CRODOODS
Ameurnt Received: |$150.00 Date: [1/07/2010
Payment Method: | El Dietails. ..

t ermna: |

Arnount temo
Tithes
Sales, drinks, etc

Tatal sllocated:
Tan 5
Total Recersed:

Out of B alanoce:

Note the following about the above example:-

e The account into which the money is to be deposited is shown at the top of the
screen. If this money is to be amalgamated with other funds to be banked, then
the “Group with Undeposited Funds” bullet would be selected

e The tithes do not attract GST, therefore it has the N-T code in the Tax column

e The sale of drinks etc does attract GST, therefore the GST code is selected in the
tax column

e The GST on $50 = $50/ 11 = $4.55. This is shown in the summary at the bottom
of the screen

o Inthe above example $100 would be allocated to account 4-1000, $45.45
would be allocated to account 4-1400 and $4.55 would be allocated to
account 2-1310 “GST Collected”

Paying bills

There are two ways of handling the payment of bills in the software.
1) By using the “Spend Money” function of the Software

2) By using the “Purchases” function of the software. This is the preferred option.
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Spend Money function

This function is the simplest way to handle the payment of bills, however the disadvantage is
that the software doesn’t contain the same amount of detail that is recorded when one uses
the “Purchases” function. The Church still has all the details available to it on the Tax
Invoices that come from the supplier, but if one has to research the history of a payment
then the use of this function is far more time consuming as one has to find the paperwork.
Under the “Purchases” function this would be recorded in the software.

As indicated earlier in the discussion about GST, one needs to be mindful, when entering a
payment, is to treat the GST component (if any) correctly. See the earlier discussion about
GST in money that’s paid out.

When using the “Spend Money” function of the software, enter the following:-
e The name of the receiver of the money in the Memo line
e The date on which the payment is made
e The total amount to be paid

e Enter a job code if the payment is part of money that has to be acquitted at a later
time.

e Adjust the tax code column

The entry in the software may look like the following:-

[!_3 Spend Money

Fay from Account: | 1-1110 =/ Cheque Accaunt Balance ©»: $1.730.00

v Tan Inclusive

Card o |.-'1'-.1 Building Supplies §|_| Cheque Mo.:| 4
Payee |=|:[41 Building Supplies EELA 072010

74 Smith Streest ,7
“Your Cit “Wic Amount:| 770,00

Seven Hundred and Seventy Dollars and 0 Cents

b ermno; | A1 Building Supplies Finar S

M ame Arnount kermo

Gowvernment projects $770.00) Wwoork k4 aterialz far Wwark

Total Allacsted: | $770.00

Taw o= $70.00 [+ Chegue Already Printed
Tatal Paid: $770.00 Femittance Sdvice Deliveny Status:
Out of Balance: $0.00 | To be Printed

() Save az Becuring | (B Use Recuring

-\'I} . = s e
oo - @ i:}"}
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When GST applies to only part of a payment

If the GST only applies to part of the payment, then use two lines. One line will contain the
amount that has full GST and the second line with contain the amount that has no GST in it.
It may look like:-

[ Spend Money EI@'E' I

t+ Pay from Account: 1-1110 = Cheque Account Balance o> $1.730.00
" Group with Electronic Payments: v Tax Inclusive

Card :| =/ Cheque No:[5 F
FPapee |[=|: Date:| 16032010
Arnount:| $100.00

One Hundred Dollars and 0 Cents
M emo: | Food Shop Pry Lid Finar Efawan

M ane Arnount Jo temo ax r
Church Supplies

Church Supplies

Total Allocated:
Tax o= A5 [ Cheque Already Printed

Total Paid: $100.00 FRemittance Advice Delivery Status:
Out of B alance: $0.00 | To be Printed =]

I:J Save az Recuring GJJ U=e Recuring
Help F1 F'nnt Joumal Regizter

Note the following about the above transaction when GST applies to only part of the
payment:-

¢ The tax invoice from Food Shop Pty Ltd would indicate that only some of the items
purchased attract GST. The amount for this is $60 in the above example, and the GST
component of $60 / 11 = $5.45 is shown in the summary at the bottom.

e The part of the invoice that doesn’t attract GST is $40, and this line has the tax code of
“N-T".

Purchases function

This function is the preferred function to use. There is a little more data to enter when
recording the purchase, but the capacity to search past records in the software is greatly
enhanced, as one can search according to the supplier's name, not just the date on which
the transaction occurred when using this function.

Using the Purchases function of the software takes a bit longer to record — it has two stages.
e The first is to enter the tax invoice as a Purchase
e The second is to pay for the purchase.

The advantage of using this method of recording the purchase and then the payment is that
if there is any need at a later date to recall the details of the transaction it will all be
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contained in the records of the software. This is of particular advantage if there has been a
long period of time between recording the transaction and the later investigation.

1) Entering the tax invoice into the Purchases function of the software

The supplier of the invoice needs to be entered as a “Card” into the software. This is a once-
only entry, and contains the name of the business, the address of the business, contact
details of phone, fax, email, web address, etc, the ABN of the supplier etc.

From the “Purchases” icon, select the ‘enter purchase’ button. This will bring up a blank
Purchase order form.

Fill in the fields requested. The suppliers invoice number field can be set up so that the
software will warn if one attempts to enter a previously entered invoice number. This saves
entering the same invoice twice, and so helps prevent the payment of an invoice twice. In
the “Description” field enter a brief description of what is being supplied on this invoice. This
is the part that makes later investigations far easier.

Also enter the account to which the invoice is to be charged, the amount and the appropriate
GST tax code.

An entry into a Purchase Invoice may look like the following:-

B Purchases - New Service

Supplier = |A‘I Building Supplies = Tems ©e; Wet 30th after EOM v Tax Inclusive

Shipta =1 “our Church Purchase #: 00000004
Date: |1/07/20010
Supplier lreel: 12568

Description Amount
Timber, nails and glue for Childrens puppet theatre

Subtatal: $1658.00

Cornment; = Freight: $0.00

Ship Via: s Tax o $16.27
Promized D ate: Total Amaunt; $168.00

Journal Memo: | Purchaze; 41 Building Supplies Paid Today: | $0.00

Bill Deliveny Status: | Ta be Frinted Balance Due: $165.00

(1) Save as Hecurring| (%) Use Recuriing | REC S pell |

Note the following about the above purchase invoice:-

¢ The amount that will be debited to account 6-1170 is $168 less the GST of $15.27 =
$152.73

e The GST of $15.27 will be debited to account 2-1330 GST Paid
e The trade creditors account 2-1200 will be credited with $168.00

38



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

When the time comes to pay this invoice the software will credit the bank account from which
the money is taken and debit the trade creditors account 2-1200.

The end result of this transaction is that $168 has been taken out of the bank account,
account 6-1170 has been debited with $152.73 and the GST Paid account 2-1330 has been
debited with $15.27. This is exactly the same end point that would be achieved by using the
“Spend Money” option in the software, except for the fact that the software now contains
details of what was on the original invoice.

2) Paying for the tax invoice that has been entered as a “Purchase”

The software will have an icon called “Pay Bills” (or similar wording). Select that icon, and
then select the particular bill to be paid and the bank account from which it is to be paid. This
can then be paid by writing a cheque, getting the software to print a cheque or making an
electronic payment.

Modern software will also allow the user to pay bills electronically. Check with your bank to
ensure that they will accept such an instruction from your church, and follow the guidelines
for your particular software to record this payment. Where the software, and arrangements
with the Bank, allow electronic payment, one way to make the payment is to prepare an
“ABA” file (i.e. a file that the bank’s software can read) and send this to the bank. Check with
your software provider on how to set up ABA files in your software.

Petty Cash

Petty Cash is a system of being able to purchase items that normally have a low monetary
value and when using forms of payment other than cash is inappropriate. Petty cash can be
used to pay for any expenses of the Church. Common examples are kitchen supplies,
postage, travel reimbursement, small stationery items, etc.

A petty cash system can be easily administered by following these four steps:-

A. Write out a cheque that is payable to the Church for (say) $100, or the amount that is
to be the float in the Petty Cash Tin. This cheque is to be allocated to account 1-1170
“Petty Cash”.

a. Put this cheque into the Church offerings prior to banking the money, and
take $100 in cash from the banking. The total of the banking will still be the
same.

b. Put the cash into a tin that is kept securely. Access to this tin should only be
through one person (or a maximum of two people — for security reasons)

B. Someone who wants to get access to use some of the petty cash can get it through
one of three ways. Each of these ways needs to have the paperwork signed by a
person who can authorise the payments

a. The person brings the Cash Register Receipt or invoice for the item they have
purchased. This is swapped for cash — the cash goes out of the tin and the
Cash Register Receipt goes into the tin. The tin will have both cash and
invoices that total the original float of $100.
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b. A person takes money from the Petty Cash tin to go and purchase something

where the price is unknown at the time, e.g. the person wants to pay for the
postage of an article. If the person takes (say) $20 from the tin a voucher is
filled out stating who took the money and how much was taken. Again, the tin
will have cash, vouchers and invoices that total the original float of $100

A person has spent money legitimately on a church expense, but has lost the
invoice. The next time a church invoice goes through the washing machine
won'’t be the first, nor will it be the last time this happens. Fill in a Petty Cash
voucher (available from stationery suppliers) with appropriate details and
have it signed by a person who has the authority to authorise the payment.
Again, the tin will have cash, vouchers and invoices that total the original float
of $100

C. As the cash in the Petty Cash tin gets low take out all the invoices and vouchers and
total these — say this comes to $85, leaving $15 still in the tin. Note on each invoice
or voucher which expense account to which the payment is to be allocated. Write out
a cheque to the Church for $85. Put this cheque into the Church offerings prior to
banking the money, and take $85 in cash from the banking. Put the $85 into the tin,
which then restores the float back to the original amount of $100.

Use the “Spend Money” function of the software to record this cheque. Use the
account numbers on the invoices and vouchers to allocate the payments to the
correct expense area. Pin all theses vouchers, tax invoices and Cash Register
Receipts onto an A4 sheet and store them appropriately.

D. Return to step B above to continue the cycle.

If the cash in the Petty Cash tin needs to be replaced constantly, allocate more cash to the
tin by repeating step A above.

If there is too much money in the Petty Cash tin the excess cash can be banked in a normal
banking, with the deposit being allocated to account 1-1170 Petty Cash.

Reconciling bank accounts

Reconciling bank accounts is a normal and regular part of the cycle of bookkeeping. The
concept here is that one needs to check to see if the transactions that are going through the
records of the software are the same as those going through the bank account. Where there
are differences action must be taken to get the two records to agree.

The process of completing a bank reconciliation is to:-

1)
2)

Open the “Bank Reconciliation” part of the software

Remember that items in the credit column on the bank statement show deposits into the
bank account (these will be reflected in the debit column in the software) and items in the
debit column on the bank statement show withdrawals from the account (these will be
shown in the credit column in the software)

Find the closing balance on the bank statement and enter this into the appropriate field in
the software. The most common scenario at this point is that the software will show an
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“Out of Balance” figure somewhere. The objective of this process is to make this “Out of
Balance” figure to be $0

4) Put a “A” on the bank statement for those entries that are both on the bank statement
and in the software. Also put a “v” into the corresponding line in the software. These
entries are the same in both the software and on the bank statement, and so not causing
an out-of-balance error.

5) When this is complete put a “®” next to each item on the bank statement that doesn’t
have a “V” next to it. These are the items that are causing the out-of-balance figure to be
something other than $0. These items must now be added into the software. bank
statement

a)Note: the type of transactions that can be in this category could be bank fees, direct
deposits into the account that haven’t been recorded (some members of the church
pay their tithes directly into the bank account of the church), recurring monthly
payments (such as lease fees on a photocopier, or rent for a building).

b) Some other transactions that might be included in the software but not on the bank
statement could include things such as cancelled cheques.

6) After adding the items that have a “®” next to them into the software, repeat point 4)
above. This should change all these items on the bank statement to have a “A” next to
them.

7) At this stage the out-of-balance figure should be $0. If it is not, then further investigation
is needed to find out why and make adjustments.

a)Note: an old hint of finding where a problem may be is to sum the digits of the out-of
balance figure. If this sum comes to “9”, or a multiple of “9”, then the problem is most
likely to be that figures have been transposed in the entry. E.g. $1640 has been
entered as $1460. The difference between these two figures is $180. Summing the
digits of 180 (i.e. one plus eight plus zero) one comes to the answer of “9”.

8) Once the out-of-balance figure is $0, print out a reconciliation report, attach this to the
bank statement and finally click the button to complete the reconciliation.

Once a Bank Statement has been reconciled the accounts should be “locked”, i.e. under the
security part of the software there should be a place where a date can be given. Once a date
is put into this place the software won't accept any transactions that are dated prior to that
date. This is so that the bookkeeper won’t accidently enter a record that will nullify the bank
reconciliation report that has just been completed. Should it be necessary to add a record
prior to the date of the bank reconciliation date, this “locked” date can be removed, the
record added, and then the “locked date” re-entered.

Reporting on the activities of the Church

There are several groups of people who have legitimate access to reports of the Church’s
financial activity. These would include, but not limited to:-

e The members of the Church at an Annual General Meeting

e The Board of the Church
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Companies or banks who may lend money to the Church from time to time

Church Auditors
The ATO

The Government Department under which the legal structure of the Church has been
established

The Church’s reports have the greatest legitimacy if the records have been audited by an
independent auditor. This audit process is the subject of a separate discussion elsewhere in
this book.

The common reports that can be produced from the Church’s records are:-

¢ Income and Expense statement (the software may call this a “Profit and Loss”
statement.

e A Balance Sheet
e A Cash Flow Statement
e Departmental reports for Church Departments

A further suggestion is also made here, and that is a “Cash Position Report” (see later notes
on a “Cash Position Report”). This is a snapshot of what cash has (or can lay claim to) at a
particular point in time, and what are the claims to that cash. This is most useful to the
people managing the Church’s finances, as it shows the cash the church has, the current
commitment the church has to pay and the amount of cash that is unencumbered. In reality,
it's only the unencumbered cash that the management has a choice on spending (or saving).

A more detailed discussion of these reports is given in a later chapter. However, the
following is a brief explanation of what each of these contains.

Income and Expense statement (the software may call this a “Profit
and Loss” statement.

An “Income and Expense” statement gives a summary of the income that has been received
over a period of time (say for a month or a year) and a breakdown of what that money has
been received for (e.qg. tithes, building fund, youth department, etc)

This statement also gives a summary of the expenses of the Church over the same period of
time. These expenses will be summarised into the names of the accounts in the expense
section of the Chart of Accounts. Some of these may also be summarised with a sub-total,
for example, employment expenses.

Where the income is greater than the expenses the Church has made a surplus for the
period. The software may call this surplus a “Profit”.

When the expenses are greater than the income, the church has suffered a deficiency for
the period.

This report should be one of the default reports that the software can produce.
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A Balance Sheet

A Balance Sheet is a report that shows the (book) value of the Assets of the Church. This is
matched against the liabilities of the Church. The difference between these two is called the
“Equity” of the Church. So, at all times, the records of the Church will show that:-

The value of the assets of the Church = the liabilities of the church plus the members
equity

Assets are cash and other items of value (land, buildings, plant and equipment, fixtures and
fittings, shares, bonds, etc) that the Church may own. They are normally recorded at the
value they had at the date of purchase (or the value from an official valuation), which can be
a different figure from what would be obtained if the item was sold. A discussion on how to
account for the sale of assets is given elsewhere in this book.

Liabilities are amounts of money that are owed to people or companies who are not
members of the Church. These would include bank loans, trade creditors, bank overdraft
facilities, etc. If the value of the liabilities is greater than the value of the assets, the Church
is technically insolvent, and should be wound up. That’s an issue for the Board to handle.

The Balance sheet is a snapshot in time. Just as a photograph snaps a person or a scene at
a moment in time (if the person has their eyes closed, they will be closed in the photograph)
so the Balance Sheet snaps the value of the assets and liabilities of the church at a moment
in time. If a minute after the balance sheet was produced another transaction was entered
into the software the Balance Sheet would be different.

The production of a Balance Sheet should be a default report built into the software.

A Cash Flow Statement

A “Cash Flow Statement” shows where the cash has come from and where the cash has
gone over a period of time. It starts with the bank balance at the start of the period, and ends
with the bank balance at the end of the period.

A Cash Flow Statement is organised into three parts:-

A. Cash from the normal operations of the Church and adjusted for things such as
depreciation, long service leave, holiday pay, etc This cash is normally called Cash
from Operating Activities.

B. Cash that relates to the purchase and sale of assets. This is normally referred to as
Cash from Capital Activities.

C. Cash that relates to the borrowing of money and the repayment of loans. This does
not include the interest paid on the loans, as interest would be included in the Cash
from Operating Activities. This is normally referred to as Cash from Financing
Activities.

So the theory is that the cash the Church has at the start of the period is

1) Added to the cash received from the operating activities
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2) Plus the cash received from the sale of investments

3) Plus the cash received from new loans less the cash paid for the expenses of the church
4) Less the cash paid to purchase new assets

5) Less the cash paid out to repay loans

Will equal the cash the Church has at the end of the period.

It may be possible to set up the accounts in the software so that they automatically belong to

one of these three areas. If so, the software will have a Cash Flow Statement as one of the
default reports available.

Departmental reports for Church Departments

The majority of the times what the Departmental Leaders want to know is how much cash
can they spend. However Departmental Leaders should also be given a statement of what
has been processed through the account. It is usually sufficient to give the Departmental
Leader a print out of the appropriate accounts from the equity section of the Balance Sheet.
This will show all the income the department has received and all the expenses the
Department has paid.
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Cash Position Report

the comments given here are appropriate for the Church.

Enter your Church’s name here
CASH POSITION REPORT
Week Ending 27-Dec-10 Type in white cells only
WHAT WE HAVE WHAT WE OWE
CHEQUE ACCOUNT Reconciled to DEPARTMENTS
Bank Statement Balance ~ $15,892.53 23-Dec-10 Ladies Ministry $1,345.26
plus receipts banked $5,220.92 Mens Ministry $500.80
Total  $21122 45 Childrens Ministry $501.01
less unpres. Chgs ~ $16,352.17 $4,770.28 Youth Ministry $6,845.18
Missions $8,678.00
Building Fund  $230,376.90
Events §794.00
OTHER CASH HOLDINGS
Investment Account  $260 467 32 Total $249.041.15
Petty Cash $100.00 PROVISIONS
Undeposited Funds $348.00 Insurance /dues $2,150.00 $100/week
Depreciation  $1,820.00 $20/week
LSL Provn $2 407 86 $26 46/week
Holiday Leave $1,601.00 $25/week
Superannuation Payable $256.45
GST Collected $141.45
PAYG Withholding Payable $67.00
GST Paid $317.99
Total Other Cash Holdings $261,233.31
Total $8 44376
FRINGE BENEFITS OWING
Employee's name §784.00
Total $784.00
TOTAL OF WHAT WE HAVE  $266,003.569] TOTAL OF WHAT WE OWE $258,268.91
The Bottom Line
The spare money available to the Church is
$7,734.68
{Our Surplus funds that we can make decisions about)
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A Cash Position Report is a simple one-page document as shown in the previous diagram.

It is divided down the centre, with the cash the Church can lay claim to on the left hand side,
and the cash that the Church is committed to pay out on the right hand side. The difference

between the total of the two sides is either a cash surplus or a cash deficit and shown at the
bottom of the page as either “Spare Cash” or a “Cash Deficit”.

Down the left-hand side of the page one shows each of the bank accounts that the church
has in existence. Also on this side is other cash the church has, or claims to cash. Other
cash may be the cash that’s in the Petty Cash tin, and the cash in an investment account.
Cash that the Church can lay a claim to would include GST that’s been paid out. This is the
Church’s money, but it is in the Government’s bank account. It will be returned when the
next BAS is submitted to the ATO.

On the right hand side are three boxes:-

The first box (called “Departments” in the example shown contains information about
money that may be paid out at very short notice. For example, the records of the
departmental account go into this box. A Departmental Leader who knows that there is
$500.80 (as with the Mens’ Department above) in the department’s account can come along
at any time (subject to the policies of the Board) and ask for this to be used to pay an
expense of the department.

The second box (called “Provisions” in the example shown) contains money which the
Church expects to pay out, but there will be a delay in the payment. This box would show
things such as:-

e The superannuation that is payable on employee’s wages;
¢ The value of the Long Service Leave that has been accrued by employees;

¢ The cash that is being accumulated to pay for the replacement of assets. It is
suggested that whatever is the value of the accumulated depreciation, the same
amount of cash is set aside to assist in the replacement of the asset at some future
date. See the notes in Appendix E for these suggestions;

e If the Church has large annual bills (such as the insurance premium, or the annual
dues payable to the Church headquarters) the cash that is accumulated over the year
to pay such bills will be shown in this box;

¢ The value of any funds that have been given for a particular purpose, e.g. the building
fund;

e Some churches accrue cash to cover accrued holiday leave, but only for those
employees who are replaced by another (additional) employee whilst they are absent —
i.e. the church is paying two lots of wages while the permanent employee is on
holidays.

The third box contains the value of any wages that have been processed through the
software, but where the cash has not been paid out. This is the employee’s money, but in
the Church’s bank account. Normally this will be restricted to the value of any Fringe Benefit
money that the employee hasn'’t put in a claim to have paid out on the employee’s behalf.

The difference between the two sides shows either a Cash Surplus or a Cash Deficit.
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Experience has shown that this report is of more practical use to the church management
team in terms of day-to-day cash management than any other report. The management’s
general comment is “Don’t tell me how much money is in the bank account; tell me how
much | can spend”. This report will show that.

See Appendix E for details instruction on how to set up a Cash Position Report.

Transferring money between bank accounts

At various times it is necessary to transfer money from one bank account to another. For
example the Church may have cash in the cheque account which is in excess of the needs
of the Church in the foreseeable future, so put the excess into an account that will pay some
interest, for example a Cash Management Account.

This transfer may be done in one of three ways (all of which do the same thing):-

1)Use the “Transfer Money” icon in the software (if the software has this available). This
is easy to use as it clearly states the account from which the money is coming and the
account to which it is to be paid

2)Use a General Journal entry. If using this method, make sure that the account that is
paying the money has the entry placed in the credit column and the account that is
receiving the money has the entry placed in the debit column.

3)Use the “Spend Money” feature of the software. Write a cheque to pay the money, and
make sure the account to which the money is going is specified.

Note: For each of these, the physical cash has to be physically transferred from one account
to the other.

Storing Documentation

The easiest way to store documentation for both the receipt of money and the payment of
money is in Lever Arch Folders. Keep a folder for the receipt of money. Keep separate
folders for each of the bank accounts of the Church. These store the documents that back
up the expenditure of the money. Keep the documentation of the payment of money in
cheque number order or payment number order (if using electronic banking).

These are very important to facilitate an audit as well as investigate past transactions.

Documents should normally be stored for seven years, but this can change from time to
time. Check on the length of time that is required with the Church’s auditor.

47



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

Section 3

Advanced topics
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7. Keeping records for departments

Churches often run several departments, for example, Children, Men, Women, Youth, and
Missions.

Depending on the circumstances of the Church some of these may be broken down into
further parts. For example, the Youth Department may run a High School Program, an
Events Program, a Primary School Program, a School Breakfast Program and a general
Youth Program. These would all be a sub-set of the Youth Program.

In the Chart of Account as given 100 account numbers have been set aside for each
department. If a department wants several sub-accounts to record and report the separate
activities of the department, then the suggestion is to:-

1) Make the account as shown in the Chart of Accounts a “Header Account”. By
doing this one can get an aggregated balance for the department

2) Use other available numbers within the range up to the next Department to set up
the different sub-sections of the Department.

Three types of Departments

There are three types of departments. The record keeping for the first two varies slightly, but
the record keeping for the third is very different. A separate chapter has been devoted to the
record keeping of this type of “Department”. These different types are:-

1) Departments that self-fund their activities:-

a) These departments are usually those that can request the members of the
department to pay their way in the various activities of the department.
Examples of these departments may be the Mens’ department, the Womens’
Department, and Youth.

2) Departments that are partially self-funded and partially funded from the Church:-

a) These departments are usually those that can’t raise sufficient funds from
their own activities, but because the Church sees these departments as
significant, will support them out of the Tithes and Offerings of the Church.

b) Examples of such departments are the Children’s’ department and Missions.
3) Departments that are funded by specific targeted giving:-

a) These are departments where funds received by the Church are specifically
given for the Department.

b) An example of such a “Department” may be the Building Fund, and a
separate Chapter on how to account for such a Department is given below.
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Accounting for Departments that are self-funding

Recording the receipt of departimental money

As an example, say that on a particular day the Church has received $1000 in tithes, $300
from Youth activities, $200 for Mens’ activities, and $100 for Womens’ activities.

The entry into the software would look like the example below:-

[E Receive Money

{* Deposi to Account: 11110 F Cheque Account Balance =+ $1.000.00
" Group with ndeposited Funds: v Taxlncluzsive

Payor - | D #: [CRODOODZ
Amount Received: | $1.600.00 Drate: | 1/07/2010
Payrment kMethod: | s | Details...

b erno: | Tithez and Departmental receipts

M ame Aot b emnio
Tithes $1.000.00
Youth Income $300.00
Tranzfer to v'outh Ministoy -£.300.00
outh Miniztry $300.00
Mens Ministry Income $200.00
Tranzfer to Mens Ministny -$200.00
Mens Ministry $200.00
Ladies Miniztry Income $100.00
Tranzfer to Ladies Ministmy -$100.00
Ladies Minizty $100.00

Total Allocated: $1.600.00
Tax o: $0.00
Total Received: $1.600.00

Qi of B alance: $0.00
(IJ Save az Recurmng @J ze Recumng

zzzzzzzzzz
HA A A A A

Note that for each department there are three lines to record the receipt. These are:-

1) The “4” account to acknowledge that the money received is income for the
Department, e.g. 4-4400 Youth Income $300

2) The “6” account that immediately records this as an expense to the Church, e.qg.
6-4400 Transfer to Youth Ministry. Note that the entry in the “Amount” column is a
negative figure to force this entry to be a debit entry in the account.
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3) The “3” account to record the entry as an equity account, e.g. 3-4400 Youth
Ministry.

The effect of the above combination of entries is to:-

¢ Acknowledge that the money received is actually income to the Church. The
Department is not a legal entity in its own right, so that any money received is actually
Church funds.

¢ Realise that this money has been deposited with the intention that it will be
quarantined for the exclusive use of the department — this is done by expensing the
money out of the Church funds immediately in the “6” account

e To quarantine the money for the exclusive use of the Department. Nothing will happen
to this money until an appropriate person in the Department requests the payment of
the money to a particular creditor.

Recording the payment of departmental money

The payment of funds from Departmental funds is done by directing the payment to the
department’s “3” account. The example below shows how this might look in the software.

First of all the tax invoice from the supplier would be entered into the “Purchases” section of
the software. This entry may look like:-

[I-i'l Purchases - Mew Service |Z||Elg|

Supplier o |Local Party Hire = Terms o Met 30th after EQRM v Tax Inclusive

Shipta =] Yaur Church Purchase #: 00000003
Date: | 1/07/2010
Supplier vl 2345

Description Accti Amount
Glasses, cutlery and chair hire for Youth activity in local hall

Subtatal: $200.00

Carnment; g Freight: $0.00

Ship Yia: s Tax o $13.18
Promized Date: Total Srmount; $200.00

Journal Mema: | Purchase; Local Party Hire Faid Today: | $0.00

Bill Delivery Status: | To be Printed Balance Diue: $200.00
{B) Save as Hecuning| () Use Recuring | ABCI Spel] |

o - -
Help F1 Print Send To | Joumal Layout Regizter
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Note the following things about this entry:-

e The creditor (Local Party Hire) is shown as the supplier. This will automatically put this
entry into the “2-1200 Trade Creditors” account in the Liabilities section of the Chart of
Accounts by the software.

The details of what is being purchased is shown in the “Description” section

The account that is to be charged is put into the Account Number column, in this case
account “3-4400 Youth Ministries”

The amount that is to be paid to the Creditor is put into the “Amount” column.

The GST treatment of this account is shown | the “Tax” column. Note that GST can
only be claimed if the Church is registered for GST.

The accounting effects of the above entry will be to:-
1) Record $200 as owing to the Trade Creditor

2) Allocate $18.18 to the account “2-1330 GST Paid”. This will be claimed back from
the ATO when the next BAS return is completed.

3) Take $200 - $18.18 = $181.82 from the available Departmental Funds

When the time comes to actually pay this bill the following entry in the “Pay Bills” section of
the software would produce a screen that may look like:-

i Pay Bills (=1E3

* Pay from Account: 11110 |5 Cheque Account Balance S $1.600.00
" Group with Electranic Payments:

Supplier & | Local Party Hire 5 Cheque No.: |27
Payee =|: [Local Party Hire Date: | 1/07/2010

15 Edward Street

Your Town Wic Amount; | $200.00

Two Hundred Dollars and O Cents

Mermao: | Fayment; Local Party Hire v Rt

Purchaze #  Status Amount Dizcount Total Owed Amount Applied
Q0000003 o Open 1072010 $200.00

Total Applied: ’W

I Include Clozed Purchazes Finance Charge: $0.00
Total Paid: $200.00
Out of Balance: |—$DUU
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The things that happen in this transaction are:-

1) The money will come out of the Cheque Account — if a different account is to pay
this, select the appropriate account at the top of the screen.

2) The Trade Creditors will be reduced by $200.

Accounting for Departments that are partially self-
funding and partially supported from the Church

Some Departments cannot raise sufficient funds from their own resources to fund the costs
of the department. This is often the case with the Children’s Department. This Department
will get some of their funding from offerings taken up during Children’s Department activities,
but this is rarely enough to pay their costs. Because of the importance a Church places on
such activities the Church will partially fund these costs.

Recording the receipt of departimental money

The receipt of money, which comes from offerings taken up during the Children’s
Department activities, will be recorded in exactly the same manner as that shown above for
Departments that fully fund their activities.

The difference comes in the transfer of funds from the Church to the Department. This is
done through a General Journal entry. The Journal entry may look like:-

[_ﬂ Record Journal Entry EJE|E|

Digplay in GST [BAS] reports as: 7 Sale [Supply)

* Purchase [Scouisition) [ Tax Inclusive

General Journal #: | GJO000OO1

Date: | 1/07/2010

M emo: | Transfer $100 from Church funds to the Children's De

M arme Credit Job Mema
Childrens Ministry
Childrens Ministry $100.00

TotalDebit|  $10000
Total Credit: $100.00
Tax & ,7$DDD

Out of Balance: lia;nnn

(l) Save az Recuring | f(.)) LUze Recuring |
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Note the following details about this entry:-

¢ The expense account “6-1040 Children’s Ministry” is different from the account “6-4300
Transfer to Children’s Ministry”. The latter account is only used as part of the recording
of funds raised by the department. The earlier account is used when the cost is a
genuine cost of the Church.

e The “6-1040 Children’s Ministry” account is debited — this follows the rules above given
in the “Chart of Accounts” section

e The “3-4300 Children’s Ministry” account is credited. This makes the funds available to
the Children’s Ministry department.

¢ This transaction is an internal one within the Church. This is outside the requirements
of the Goods and Services Act, so an appropriate tax code will be used. In the above
example the “N-T” code is used. This code is defined elsewhere in the software as to
mean “No Tax”.

Recording the payment of departmental money

The funds paid out of a department that is partially funded from the general funds of the
Church will be handled in exactly the same manner as that shown above for the
Departments that are fully self-funded.

Transferrinqg Departmental funds back to the Church

Occasionally a department will wish to support an activity of the Church, or a department
ceases to function (but still has funds set aside for it) which means that the departmental
funds are written back to the general church accounts. This would be done through a
General Journal, and may look like the following:-
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[F_'I Record Journal Entry

Display in GST [BAS] reports a5 % Sale [Supply)

7 Purchaze [Acouisition) [~ TaxInclusive

General Journal #: | GJO0O00OOZ

Date: | 1/07/2010

I emo; | Transfer $50 from Mens Miniztry to Church funds

M ame Credit . emao
Mens Minizty
Donations

TotalDebit| #5000
Total Credit: $50.00
Tax G ,733000

Cut of Balance: ,7!’3000

(IJ Sawve az Recuring | GJJ Use Recuring |

Things to note about the above transaction:-

e The “3-4200 Men’s Ministry account” is debited with the amount to be transferred back
to the Church. This follows the rules given in the Chart of Accounts section to
decrease the amount that the Men’s Ministry Department can spend.

e An income account (in this case “4-1100 Donations”) is credited to record income to
the Church. Even though the transaction will be given for a particular activity of the
Church, it doesn’t have to be specifically tied to that activity. It is now available for the
Church to spend on that activity.

Should the leaders of the Church, or the Department, require that the funds be
specifically tracked, this can be done by using the “Jobs” function of the software. Both
the income received by the Church, and the expenditure for the activity, would be
given an appropriate “Job Code” and then at a later stage a Job Report can be
produced to show the relationship between the income and the expenditure. As
different software producers will handle “Jobs” in their own unique manner, look for
how to handle this in a book written for the specific software that you use.

¢ This transaction is an internal one within the Church. This is outside the requirements
of the Goods and Services Act, so an appropriate tax code will be used. In the above
example the “N-T” code is used. This code is defined elsewhere in the software as to
mean “No Tax”.
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8. Building Fund

Whilst the heading of this section is “Building Fund”, the record keeping here is for any
money received that is to be set aside to purchase an asset in the future. This could be for a
building program, vehicles, sound equipment, or anything else where specific money is given
and the money is to be accumulated over a period of time before it is expended.

Two different ways to keep these records

There are two different methods of keeping these records. Both methods produce the same
result at the end of the expenditure, but handle the process differently.

Method 1 requires the cash received to be kept in a separate account (usually an
investment account where interest will be received on the investment). The accounting
records for this are simpler than the accounting records for Method 2, but requires that the
money received be transferred in total into the investment account. If this is not done, the
accounting records balance of the investment account will not accurately reflect the total of
the money received.

Method 2 is slightly more complex in the record keeping than method 1, but the financial
records of the Church will always show the total funds received and the remaining funds
available to be spent once the expenditure of this money starts. This is the preferred method
of keeping these records.

Method 1

Recording the Money Received.

The example below shows the money coming in under account “4-4600 Building Fund
Income”. It would be more appropriate for this to come in under an “8” account (i.e. into the
“Other Income” section of the Chart of Accounts., e.g. 8-4600). This would ensure that the
income is recorded appropriately, but would be outside the normal operating income and
expenditure of the Church.

Whatever money is received for the Building Fund is deposited into the investment account
immediately. It is never banked into the operating cheque account. The following is an
example of what the entry into the software may look like in the software.
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[E'I Receive Money

* Deposi to Account: 1-11E0 =/ Building fund investment ac  Balance o= $0.00
™ Group with ndepozsited Funds: v Tax Inclusive

Payor - | ID #: [CRO00O0T

Amount Recerved: | $1.000.00 Date: | 1/07/2010

FPayment b ethod: |

Memao: |

kd ermo
= | Building Fund Income

Total Allocated: $1.000.00

Taw or: $0.00
Total Received: $1.000.00

Ot of B alance: $0.00
(IJ Save az Recuring @ Use Recuring

There are two issues of which to be aware at this point.

1.The first is that when such funds are collected with the normal tithes and offerings of a
Church, there has to be a clear capacity to see that these funds are not part of the
normal tithes and offerings. The Church may provide a specially worded envelope for
this purpose.

2.The second is that sometimes the funds received cannot be easily separated from
other money received for banking purposes. For example, if the above $1000 was part
of a cheque for $2000, where $1000 is designated for the Building Fund, $500 for
Missions and $500 for general tithes, the cheque has to be deposited into the cheque
account and then at a later time $1000 transferred from the cheque account to the
Building Fund Investment Account. Unless there is a system for this later transfer to
happen, it may be forgotten — thus the funds received may not get to their appropriate
destination. The Building Fund Investment Account would not show the total of the
funds received for this purpose.
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Recording the money expended

As the money is expended it would be paid directly from the Building Fund Investment to the
supplier of the goods or services. A “Purchase Order” would be produced that details the
supplier, the goods or services received, the asset account to which the payment is to be
allocated, the total amount that is to be paid to the supplier and the GST code that is
appropriate for the supply.

Below is an example of what such a Purchase Order may look like in the software:-

[ﬂ Purchases - New Service

Supplier & |.-’-‘«'I Building Supplies 5 Tems G: Met 30th after EOM v Tax Inclusive

Shipta *]: Your Church Purchaze #: | 00000001
Date: |1/07/2010

Supplier [rv#:
Drezcription Amalnt Job
Building materialz for Church Building

Subtotal $1.000.00

Cararment; s Freight: $0.00
Ship Via: g Tax o $30.91
Promized Date: Total Amourt: $1.000.00

Journal Memao: |F'urchase; A1 Building Supplies Paid Today: $0.00

Bill Deliveny Status: | Ta be Printad Balance Due: $1.000.00

(1) Save as Hecuning| @ Use Recuring | '“'29 Spell |

7. = & <% G
Help F1 Print Send To | Joumal Layout Reqister

When the purchase is to be actually paid it would be paid directly out of the Building Fund
Investment account. Below is what such a payment may look like in the software:-
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5 Pay Bills

* Pay from Account: 1-1160 | 5| Building fund investment acct Balance & $1.000.00

(" Group with Electronic Payments:

Supplier & |.-’-'A.1 Building Supplies §| Cheque No.. I‘li
Payee =] [A1 Building Supplies . [\

74 Smith Street

Your Cit Wic

One Thouzand Dollars and 0 Cents

bermn: |F'ayment; A1 Building Supplies Fiwar Edvanch

Purchaze #  Status [ate Amourt Dizcount Total Dwed Amount Applied
00000007 == Open 1407200 $1.000.00

Tatal Applied: $1.,000.00
[ Include Clozed Purchazes Finance Charge: $0.00
[ Cheque Already Printed Total Paid: $1.000.00

Remittance Advice Delivery Status: | To be Printed Out of Balance: $0.00

45 Pay A

This process would complete the record keeping of the receipting the money, the payment of
the money to a supplier and the “Land and Buildings” account would show the increase in
the value of the asset.

One further point for consideration:-

In the above example the total cash paid out to the supplier from the Building Fund
Investment account will be $1000, but the amount that is debited to the 1-3010 Land and
Building account is only $909.09. This is because of the effect of GST. The GST will be
recorded in the GST paid account.

Method 2

Method 2 of recording money for the Building Fund is slightly more complex than that of
Method 1, but doesn’t need the intervention of human memory to make sure that all funds
received are actually transferred to the Building Fund Investment account. The software
records will always show the total that has been received, and as the money is expended,
the amount that is still available to be spent.
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Recording the Money Received.

Under this method the money received is recorded in three lines of data in the “Receive
Money” part of the software:-

1.As income (The “4” account in the example below);
2.As an expense (The “6” account in the example below);
3.As equity (The “3” account in the example below);

The example below demonstrates how this can be done:-

[E'I Receive Money

* Cepozit to Account: 11110 F| Cheque Account Balance ox: $0.00
" Group with Undepozited Funds: [v Tax Inclusive

Papor 1| D #: [CRO0OOOZ

Amount Beceived: | $1.000.00 Drate: | 140742010
Payment kethod: | = | Detailz...

b erno: | Building Fund cagh received

Amount ki ema
Building Fund lncome
Transfer ta Building Fund
Building Fund

Total Allocated: $1.000.00
Tax &: $0.00
Tatal Received: $1.000.00

Ot of B alance: $0.00
(l] Save az Recuring @ ze Recuring

Note The entry for the “6” account is a negative figure. This is necessary to ensure that the
entry in the “6” account is placed on the debit side of the account.

What happens in this entry is as follows:-

1.The money is banked in the cheque account (as shown by the bank account at the top
of the screen). This overcomes the problem indicated in Method 1, money coming in
where several income items may be given in the one cheque. If, for example, a cheque
for $1500 was given where $1000 is for the Building Fund and $500 is given for tithes
and offerings, the above example could be modified by including an extra line where
the tithes and offerings account is used, showing a deposit of $500.
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2.The money is recognised as income to the Church, (which is what it is) in the “4”
account.

3.The money is immediately expensed out of the normal operations of the church by the
entry in the “6” account — thus the normal day-to-day operations and records of the
Church are not affected by this money

4. The money is allocated to an equity account that waits for the day when it will be
expended for the purpose for which it is given. If for some reason the money is never
expended, then it will automatically be equity for the Church, so its entry here in the
equity section of the Chart of Accounts will not have to be adjusted.

Whenever the money is transferred to the Building Fund Investment Account then becomes
something that can be done at any time.

To find out what is available to be expended on Land and Buildings, one would look at the
balance of the “3” account, not the balance of the Building Fund Investment Account, as the
cash could be in either the Cheque account or the Building Fund Investment Account — it
really doesn’t matter where the cash is stored — it's the balance of the “3” account that is the
major point here.

See the notes elsewhere in this document about a Cash Position Report that will show the
relative figures for the cash available in the Building Fund, and the cash that’s available in
both the Cheque account and the Building Fund Investment Account.

Recording the money expended
Under Method 2 it doesn’t matter whether the cash comes from the cheque account or the
Building Fund Investment Account to pay for a Land and Buildings expenditure.

The Purchase Order would be set up slightly differently from that in Method 1. Below is an
example of what this would look like:-

[F_'I Purchases - New Service E“E|E|

Supplier =; |A‘I Building Suppliers 5 Terms o Met 30th after EQM v Tax Inclusive

Shipto = ]: Your Church Purchase #: | 0000000
Date: |1/07/2010
Supplier [nwH: (1234
Description Amount
Bilding materialz for Building Project

Transfer from Building Fund money collected 34600
Transzfer to Church equity 3-8000

Subtatal: $1.000.00

Comment; = Freight: $0.00

Ship Via: 5 Taw o $30.91
Promized Date: Tatal Amount: $1.000.00

Journal Memo: | Purchase; &1 Building Suppliers Paid Today: | $0.00

Bill Delivery Status: | To be Printed Balance Due: $1.000.00

(1) Save as Hecurring| C(D) Uze Recuring | ABC) Spell |

Send To | Joumal Layout Feqister
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Note that there are four things that happen in this entry into the software:-

1) The amount owing to the supplier is shown as $1000 including GST (which is
correct).

2) An entry is made to account 3-4600 for the ex-GST component of the payment
(i.e. $909.09). This will reduce the amount available to spend on the Land and
Buildings by the net amount by which the asset account 1-3010 is increased.

3) The long-term equity account “3-8000 Retained Earnings” will be increased by
the non-GST part of the payment ($909.09) — thus retaining the net value of the
transaction to the Church.

4) The Trade Creditors will be increased by $1000 — the software will do this
automatically.

To pay the supplier, go to the Bill Payment section of the software. The cash for this can
come from any account one chooses. The balance available to spend on Land and Buildings
is the balance in the account “3-4600 Building Fund” - not the balance in a particular bank
account or investment account where some or all of the cash may have been deposited. See
the notes on the Cash Position Report elsewhere in this document for a report on this.

The following is an example of what the payment to the supplier in the software may look
like:-

B pay Bills EX

(¢ Pay from Accourt: 11110 | &l Cheque Account Balance o $1.000.00

" Group with Electronic Payments:

Supplier & |ﬁ3.1 Building 5 upplies = N |17
Papee = |: |41 Buiding Supplies it |V

74 Snith Shreet ater

rour Cit Vic Amaont: | $1,000.00

One Thouzand Dollars and O Cents

tema: |F'ayment; A1 Building Supplies Yim Eanh

Purchaze #  Status Date Amount Digcount Tatal Owed Armaunt Applied
Oo0ooo02 = Open 1/07/2010 $1.000.00 $1.000.00

Total Applied: $1.000.00
[ Include Clozed Purchases Finance Charge: $0.00
W Cheque &lready Printed Total Paid: $1.000.00
Remittance Advice Delivery Status: | To be Printed Dut af Balance: $0.00
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Two things happen with this transaction:-
1) The cheque account will be reduced by the amount paid ($1000).

2) The trade creditors will be reduced by $1000 — the software will do this
automatically.

At the end of either Method 1, or Method 2, the records of the Church will be in exactly the
same position, i.e.:-

1) The receipt of the money has been recorded accurately.

2) $1000 will have gone out of either the Cheque account or the Building Fund
Investment Account.

3) A Creditor (A1 Building Supplies in this example) has been created and paid

4) The GST that was paid in the $1000 will be in account “2-1330 GST Paid” waiting
to be included on the next BAS return.

5) The equity of the Church will reflect the changing value in the Land and Buildings
account 1-3010.

The Church reports will reflect the transactions accurately.
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9. Employment records
Leqgislation

When the Church employs people to perform various tasks and roles, the relationship
between the Church and employer is set by the legislation that is in force from time to time. It
is up to the leaders of the Church to familiarise themselves with this legislation and ensure
that the Church is conforming.

As legislation and awards under which employees are employed can (and do) change from
time to time, it is the responsibility of the employer to be familiar with such legislation and
awards. Where such legislation and awards differs from the information given here, the
legislation and awards are to be always followed in preference to this information. However,
the software one uses should be able to be configured to reflect the requirements of such
legislation and awards.

Some of the ways in which a Church can get support to ensure that there is compliance with
legislation and awards is from:-

e Appropriately qualified and registered professional people, for example, a solicitor
who specialises in employment law

e Consulting with the headquarters of the denomination to which the Church belongs.
Some of these denominational headquarters will research the requirements of the
employer / employee relationship through appropriately qualified, registered
professional people and produce a template that assists the local church to comply
with appropriate legislation.

Selection of an employee

The process of selecting a person to be an employee can take many different roads, but the
most common are to:-

e Advertise the position;
e Conduct an interview of a short-list of applicants for the position;
¢ Contact the referees that the applicant has provided;

Much has been written in other texts on this process, and these texts could be read to get an
understanding of this process. It is too big a topic to be discussed here.

Offer of employment

Once a potential employee has been selected, they need to be given an “Offer of
Employment”. Such a document will have two sections.
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Section 1

The first section will contain data that relates to the general conditions of employment for
anyone being employed at the Church. This will include, but is not limited to,

e Hours of employment
e Superannuation

e Long Service Leave

Policies that the Church adheres to in its employment relationship

Period of probation during which the employer may end the employment relationship

Use of private vehicles for Church business

Termination processes

Section 2

Attached to the Offer of Employment will usually be a schedule that relates to the conditions
of employment of the particular individual. For example (but not limited to)

Pay rates

Duties to be performed

Review dates

Basis on which a review will be made

Period of time to be served before holidays can be taken
e The number of days / hours per year of holidays that may be taken.

Again, the Church should consult an appropriately qualified professional, or the
headquarters of the denomination to ensure that what is placed in the Offer of Employment
complies with the current legislation. Some denominational headquarters have templates of
Offers of Employment that a church can use.

Setting up the software to automatically accumulate entitlements

Software that has an employment module will be able to record and report many aspects of
the employment relationship and details of the employee. Such data may include

1) The employee’s name:-
a)An employee identification code, if the employer uses such codes
b)The address of the employee
c) Contact details of phone, fax, email address etc

2) Personal details such as:-
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a)Date of birth
b)Gender
c) Starting date of employment
d)Basis of employment, e.g.:-
i) Individual employee
ii) Labour hire employee
e)Employment status
i) Full time
i) Parttime
i) Casual
f) Employment Classification within the Church
g)How the payslip is to be delivered:-
i) As printed pay-slips
i) As emailed pay-slips
3) Wages details such as:-
a)The basis of pay
i) Salary
ii) Hourly rate
b)The frequency of the pay:-
i) Weekly
ii) Fortnightly
iii) Monthly
c¢) The hours of employment within a pay period
d)The expense account to which the gross wages are to be debited
4) Superannuation:-
a) The superannuation fund to which superannuation is to be paid
b) The employee’s superannuation fund membership number

c) The different arrangements under which superannuation may be paid for an employee,
for example:-

i) The superannuation guarantee amount paid by the employer
i) Any amount to be salary sacrificed by the employee
5) Any entitlements to which the employee is entitled, for example:-
a)Accrual of holiday leave
b)Accrual of personal leave

c)Accrual of Long Service Leave
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6) Any deductions that are to be taken out of the “after-tax” cash component of an
employee’s wage, e.g.:-

a)Union fees
b) Employee’s donation to the church
7) Any employer expenses involved in employing the person, e.g.:-
a)WorkCover
8) Deducting the appropriate tax from an employee’s wage, e.g.:-
a)Pay as you earn tax
i) This tax has a variety of tax rates at which the tax is withheld, e.g.:-
(1) When the employee claims the Tax Free Threshold or not
(2) If the employee has a HECS or HELP debt to the ATO
(3) Foreign resident tax rates
(4) Medicare exemption tax rates
(5) Various combinations of the above
b)Tax Rebates which the employee is able to claim

c¢) Additional tax which the employee wishes to have taken from his / her pay and
forwarded to the ATO

Fringe Benefits

Fringe Benefits are a way of packaging an employee’s wage so that an employee doesn’t
pay tax on the gross wage. For example, if an employee has a gross wage of $50,000 it may
be possible to have $10,000 of this quarantined as a Fringe Benefit. The employee would
then be taxed on $40,000. The $10,000 has to be paid to an independent third party, where
the employee gets the benefit of this money.

As there are many different aspects of the law relating to Fringe Benefits, and many of these
change on a regular basis, it is essential to get advice on this from a qualified, registered
professional person to help set this up.

Pastor’s fringe Benefits

Pastor’s fringe benefits are a part of the law contained in the Fringe Benefits Taxation
(Assessment) Act (FBTAA), which is subject to change from time to time. Anyone who
wishes to act on any comment made here in relation to this should always check to see if
what they plan to do complies with the Act with an appropriately qualified, registered
practitioner before putting their thoughts into action.

Some pastors may be able to package up to 100% of their salaries as Non-Reportable

Fringe Benefits. It is up to each organisation to determine the percentage split between the

Non-Reportable Fringe Benefits and the Taxable component of an employee’s salary. Non-
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Reportable Fringe Benefits are not included on the Payment Summaries of the employee. To
be able to do this:-

e The employer must be a “Religious Institution” within the meaning section 57 of the
Fringe Benefits Taxation (Assessment) Act

e The employee is a religious practitioner within the meaning of this Act

e The benefit is provided to the employee, the employee’s spouse or the employee’s
child, and

e The benefit is provided principally in respect of pastoral or other directly related
religious duties, i.e.:-

o The communication of religious beliefs

o The teaching and counselling of adherents and members of the surrounding
community

o Providing adherents and members of the surrounding community with
spiritual guidance and support

o Attendance at an in-service training seminar by a person or persons
conducting the seminar, provided that the seminar is of a spiritual nature, and

o Meeting with and visiting adherents, the sick, the poor, or persons otherwise
in need of emotional and spiritual support.

o The following examples, which is not exhaustive, are duties or activities
which are not pastoral or directly related to religious duties

=  The administration of the Church

=  Work undertaken by a director or a department of a Diocese or similar
unit of ecclesiastical administration: and

= The administration of a school.

Should the employee have a package of 100% of the salary as fringe benefits, the Church
and / or employee would have to be prepared to explain how small purchases such as a
newspaper can be purchased by the employee. If the Church doesn’t pay them any cash,
how can the employee make such purchases? The Board of each church should establish a
policy in this matter.

The tax ruling “TR 92/17” that was issued by the ATO states (in part) that:-

1) “The income of a ‘Religions Institution’ is exempt from income tax under paragraph 23
(e) of the Income Tax Assessment Act 1936 (ITAA)

This ruling goes on to discuss what a “Religious Institution” is and what is a “Religious
Practitioner”. One of the four definitions of a “Religious Practitioner” is “a minister of religion”.
It further goes on to state that in determining whether or not a person is a minister of religion
many, if not all, of the following characteristics should be present (quote):-

a)The person is a member of a religious institution;

b)The person is recognised officially by ordination or other admission or commissioning,
or, where the particular religion does not require a minister to be formally ordained, the
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person is authorised to carry out the duties of a minister based on a specific level of
theological or other relevant training or experience;

c) The person is recognised officially as having authority in matters of doctrine or
religious practice;

d)The person’s position is distinct from that of the ordinary adherents of the religion;

e)The person has acknowledged leadership in the spiritual affairs of the religious
institution;

f) The person is authorised to discharge the duties of a minister or spiritual leader,
including the conduct of religious worship and other religious ceremonies.

This nine-page document governs who may be entitled to a package of up to 100% fringe
benefits, and anyone contemplating using this as the basis of salary packaging should have
the advice from an appropriately qualified, registered practitioner.

In practical terms as far as entering this into the computer software the bookkeeper would
set up the employee with the gross wages or salary, set things such as the superannuation
to be based on this gross wages or salary, and then in the “Deductions” section of the payroll
component of the software set up the percentage or dollar amount of fringe benefits that is to
be deducted from the gross wage, before taxation is applied to any balance. This deduction
could then be set as being exempt from PAYG withholding tax.

Also, such deductions are not shown on the employee’s Payment Summary, nor are they
included in Fringe Benefit Tax Returns the Church may have to complete. However, there
are times when the employee has to quote their gross wage to Centerlink if he/she is eligible
for other Government support.

A practical approach to the management of Pastoral Fringe
Benefits

One practical and simple way to manage this for the Church is for the Pastor to have a
personal credit card where the Church will pay up to an agreed amount (say $1000) per
month off the balance of that card. There must be an agreement with the employee that no
cash advances will ever be taken from this card — it is only to be used to purchase goods or
services from third parties. A cash advance may constitute the pastor receiving taxable
income for which tax is to be remitted to the ATO. The payment of the $1,000 goes to the
provider of the Credit Card, so this part of the requirements of Fringe Benefit law is fulfilled.

On or before the date on which the payment is to be made to the Credit Card Provider the
pastor would hand in the paper-work of the items that amount to up to $1,000. If the Church
is registered for GST, this paper work would be scrutinized for any GST component in the
payment. The Church pays this component independently of the Fringe Benefits, and then
claims this back on the next BAS return. Hence, it is possible for the church to pay up to
$1,100 off the Credit Card, with $1,000 of this being allocated to the Pastor’s Fringe Benefit
account and $100 being allocated to the church’s GST Paid account. The end effect of this is
that the pastor has been able to purchase goods and only pay the non-GST component of
the bill from his Fringe Benefit account.
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Such a payment may look like the following in the software:-

[ Spend Money

v Pay from Account. | 1-1110 5| Cheque Account Balance = $1,630.00
" Group with Electronic Payments: v TaxInclusive

Card :| §| Cheque Mo |6
Papee | Drate:| 140772010
Amount:| $1,100.00

One Thouzand One Hundred Dollars and O Cents

Memu:u:l M agtercard Yo S

M amne Aot Jo bl ermo
Fringe Benefits (Emp'ees name

Total Allocated: $1.100.00

Taw or: $100.00 [ Cheque Already Printed
T atal Paid: $1.100.00 Femittance Advice Deliverny Status:

Ot of Balance: $0.00 | To be Printed |
IJ Save az Recurring l:b) Uze Recuring

Journal Reqizter

Note the following about the above transaction that contains $100 GST:-
e The Church pays $1,100 to the Credit Card Provider;

e $1000 is allocated to account 2-1440 (This would be seen if the “V” is taken out of the
“Tax Inclusive” box), which is the agreement between the Church and the pastor;

e $100 is allocated to account 2-1330 GST Paid;
e The Church would claim back the $100 on the next BAS.

Non-Reportable Fringe Benefits may also be used to pay off part of the balance of a Line of
Credit Loan.

Fringe Benefits for other emplovyees

Other employees may also benefit from having part of their salary quarantined as “Fringe
Benefits”; however this should be set up under the advice of an appropriately qualified
professional. There are times when the Fringe Benefits legislation can be applied to an
individual employee; however when the Fringe Benefit tax that has to be paid by the
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employer is taken into account it may be that the whole process of packaging an employee’s
salary is not worth it.

Superannuation

Employers are required to pay superannuation on behalf of the employee. This is in addition
to the salary paid to an employee. It is paid to the employee’s superannuation fund. The
employee has the choice of which fund this is paid to, however the employer may give the
employee information about the employer’s preferred fund.

At the time of publication of this book, the employer is only required to pay this
superannuation if the gross wage for the month is $450 or more. The employer may choose
to pay superannuation on wages of less than $450 per month, but this will be a local Board
decision.

Also, at the time of writing, the amount that has to be paid is 9% of the gross wage. This
percentage is subject to change. The ATO has published guidelines on what is to be
included in the gross wage and what is exempt.

The normal practice is that the superannuation payment is to be paid to the Superannuation
Fund by the date that the BAS is to be lodged at the ATO.

Any payments that are late need to be paid to the ATO. Such payments will have an
additional interest component added to them. The thought here is that if the payment had
been made on time to the Superannuation Fund then the fund would have been able to put
that money to work to produce a return on it. If the payment is late the employee should not
miss out on that return, so the employer is required to pay it. Should the Church be required
to pay a late superannuation payment to the ATO, contact the ATO to find out what
procedure is required, and how much additional money has to be paid.

WorkCover

WorkCover (or whatever name is given to insurance to cover the cost of an employee who is
injured at work) is a compulsory insurance cover which the Church must take out if it has a
total wages expense in excess of $7,500 which includes the Fringe Benefits part of an
employee’s wage package (check this amount out with the insurance company being used
to provide the WorkCover insurance). WorkCover is designed to give financial assistance to
employees who are injured in the course of their employment. This is a specialised area of
insurance, and the Church should familiarise themselves with the requirements of this
aspect of employment and what it covers.

It is legally binding for a Church to fulfil the requirements of WorkCover. If in doubt, seek
advice from an appropriately qualified practitioner. There is usually a base point where, if the
total wages paid by the Church are less than a certain amount (e.g. $7,500 per annum, it is
not essential to take out a WorkCover policy. When the total wages go beyond this the
employer is required to take out a WorkCover policy.
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Should the employer not take out an appropriate policy, and an employee is injured whilst at
work, then the employer is said to be “self insured”, i.e. the employer has to pay all the
benefits the injured employee would have received had the employer taken out the policy.

Companies that provide WorkCover policies organise the amount that is to be paid in
premiums in two parts:-

1) At the start of a year (which may be any day in the year) the employer is asked
to estimate the total wages that are to be paid over the next twelve months. The
premium that is paid is based on this estimate.

2) At the end of the year the actual wages paid are reported to the WorkCover
company and the premium is adjusted accordingly with either an additional
premium or a refund of premium.

WorkCover is an insurance premium, and can be recorded in one of two ways:-
1) Recorded as an expense in account 6-1200, or

2) Recorded as an expense in account 6-5300. This method gives a more accurate
method of seeing the full cost of employment in the accounting records.

Note Being an insurance policy there may be part of the cost that attracts GST, and part that
is GST free. Please refer to the section on the Goods and Services tax as to how to
accurately record any GST component of a WorkCover premium.

Personal Leave

All employees will be entitled to paid leave to be taken under specified circumstances. Some
of these types of leave may be (and these can change from time to time with changing
awards and legislation):-

i) Holiday leave

ii) Sick leave

i) Carers leave

iv) Maternity leave

v) Jury leave

vi) Compassionate leave
vii) Unpaid leave

If the conditions of these different types of leave are not detailed in the Contract of
Employment, then the conditions that are noted in the appropriate award or legislation take
effect. It is usually the case that what is noted in the Contract of Employment can never be
less than what is in the appropriate award or legislation, but may be more. For example an
award may give an employee the right to have four weeks per year for holiday leave, but a
particular employer may grant that employee five weeks of annual leave.

When an employee takes any form of leave this should be recorded in writing, with both the
employer and the employee signing the form. This form would be kept in the employee’s file.
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Software that has a payroll component will be able to automatically accumulate the
entitlement of an employee with each payday. When the leave is taken please ensure that
the pay is allocated against the entitlement so that the software accurately records the
current entitlement available.

Note that some forms of leave will aggregate over many years, whilst the entitlement of
others will only apply within the year. Any balance that is not taken within the year is forfeited
by the employee. The employment agreement with the employee should specify which forms
of leave may be aggregated over many years.

An example of this is Holiday Leave. The employment agreement may indicate that
holidays can be accumulated for a maximum of two years. Should the employee not
take the appropriate holidays within that time then other consequences may be
activated.

Some forms of leave never have any entitlement accumulated in the software. Two
examples will demonstrate this:-

1) Compassionate leave is usually given to an employee who has a family relative
who dies or is suffering from a potentially fatal illness. This leave may be for (say)
three days per occurrence. As this will happen on an irregular basis there is no
accumulation of this leave in the software and the appropriately signed
documentation will be sufficient to record this. Such leave would be recorded in
the software as normal salary and wages.

2) Carer’s leave may specify in the employment agreement that an employee may
take up to (say) 10 days per year to care for a person who is an immediate family
member who is ill. The agreement may say that such leave is to be taken out of
the sick leave entitlement of the employee. In such a situation the software would
accumulate the sick leave entitlement in each payday, and then decrease the
entitlement when the employee takes Carer’s leave. Hence, there would be no
specific accumulation of Carer’s leave. The appropriately signed documentation
for the leave would be sufficient to record this form of leave.

Long Service Leave

Long Service leave (LSL) is a benefit paid to the employee who stays employed by the same
employer for (say) 10 years.

The Church should check the appropriate awards and/or legislation to see what applies to
any person it employs.

The benefit that is to be paid to an employee should be written into the Employment

Contract. It would be a major source of disagreement if the employee holds the view that
he/she will be entitled to 13 weeks of long service leave after 10 years employment if the
employer has the view that the entitlement is for 10 weeks after 15 years of employment.

The examples here will be based on the assumption that an employee will be offered 13
weeks of long service leave after 10 years of continuous employment.

Where the employee is in continuous full-time employment, the employer should be setting
aside funds in the anticipation of the employee staying for the 10 years. The thought here is
that at the time when the employee takes the leave the employee will be replaced. During
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that time the church will have to pay wages to two people, i.e. the employee taking the long
service leave and the employee who is employed as a temporary replacement. By setting
funds aside for this, it eliminates (or at least reduces) the impact of this additional cost on the
church. As the person’s wage increases, so the funds set aside in the provision should
increase to allow for the amount that will be paid in LSL at the final $/hr rate of employment

The rate at which funds should be accumulated is:-
13 weeks divided by 10 years = 1.3 weeks of gross wages per year

Such funds should be invested in an appropriate manner to allow for interest to be
accumulated on the funds and/or an aspect of capital growth to occur.

The employee who stays for 10 years will usually have some form of salary review happen
over that time, so the salary at the end of 10 years will be different from that which occurred
in year 1. As long service leave is paid out at the rate that is paid in the year the long service
leave is taken, the amount that is set aside in the years progressing towards year 10 (or
beyond if the employee delays taking this leave) should have the capacity to grow to cover
both inflation and pay rises that occur along the way.

The calculation of the long service leave entitlement of an employee who changes time
fractions during the 10 years is a little more complex. Even though an employee may work
full time in the last years of becoming entitled to Long Service Leave the salary that is paid to
the employee is adjusted according to the changing time fractions.

Time fractions of employment are usually expressed as decimal numbers, such as
0.1 = half a day per week
0.2 = 1 day per week
0.3 = 1.5 days per week
0.4 = 2 days per week
0.5 = 2.5 days per week
0.6 = 3 days per week
0.7 = 3.5 days per week
0.8 = 4 days per week
0.9 = 4.5 days per week
1.0 = 5 days per week

Where an employee works for (say) 2 days per week for 2 years, then 4 days per week for 2
year, then 3 days per year for 3 years, then 5 days per week for 3 years, the calculation of
the entitlement is based on these changing time fractions. The time accrued for LSL at the
end of 10 years would be calculated as:-

0.4 days x 2 years + 0.8 days x 2 years + 0.6 days x 3 years + 1.0 day x 3 years
=04x2+08x2+06x3+1.0x3

=0.8+1.6 + 1.8 + 3 =7.2 (This figure of “7.2” is used in a further calculation below.)
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The equivalent calculation for an employee who works continuously in a full time capacity for
the whole of the 10 years would be

1.0 days x 10 years
=1.0x10=10

Taking these two calculations of “7.2” and “10”, the employee who has worked at different
time fractions would be entitled to receive

7.2 divided by 10, then multiplied by 100 = 72%

Thus the employee would receive 72% of 13 weeks’ salary during the time of their 13 weeks
of long service leave. This adjustment of salary reflects the changing time fractions worked
during the 10 years.

Calculation of the annual provision for Long Service Leave

A spreadsheet has been provided with this book to assist in the calculation of the amount of
money that should be set aside on an annual basis for accrued long service leave. Appendix
2 gives instructions on how to enter data into this spreadsheet.

The general thought behind the calculation for Long Service Leave Provision is that the
Church records the change in provision from that which was recorded last year. If, for
example, the provision last year was $2,000 and this year the calculation is $2,500, then
only the difference between the two figures of $500 is recorded.

Recording the provision for Long Service leave into the
software

A General Journal entry is made to record this adjustment. The General Journal may look
like the following:-
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rf_'l Record Journal Entry

Dizplay in GST [B&S] reports a3 O Sale [Supply)

* Purchase [Acquisition) Tax Incluzsive

General Journal #: | GJOOOO0Z

Drate: [1/07/2010

M emo: |Adiustment to the Provigion for Long Service Leave tc

Mame Debit Credit Memo
Long Service Leave Allocation
Prawn far Long Service Leave

Total Debit:| $500.00

Total Credit: $500.00

Tax & $0.00
Out of Balance: $0.00
(IJ Save az Recuring | ((.'J) Uze Recuring |

Note these details in this entry:-
e The expense account 6-5400 is debited with the change for the year;
e The liability account 2-1450 is credited with the change for the year;
e The memo field contains the details of what has happened in this entry;

e The Tax code is set at “N-T” as this transaction is outside the provision of the Goods
and Services Act.

Please note that it is possible for the adjustment to be a negative figure. For example, if
several employees, who had several years accumulated towards their long service leave, all
left in the same year the amount that had been accumulated for them would be written back
to $0. This means that when one calculates the provision for Long Service Leave and it
comes to (say) $1,800, and the provision for last year which stood at (say) $2,000 the
difference is -$200.

If this were the case, the General Journal to record this would look like:-
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[ Record Journal Entry

Dizplay in G5T [BaS] reportz a3 ™ Sale [Supply)

" Purchasze [Bequisition] [ Tax Inclusive

General Journal #: | GJOODOO3

Date: | 1/07/2010

Memo; | To adjust a decreaze in the provigion for Long Service

M arme Credit . Mema
Prown for Long Service Leave
tMizcellaneaus Incame

Total Detit: | $200.00

Total Credit: $200.00
Tax = $0.00
Out of Balance: $0.00

(B) Save as Recuring | () Uze Recuring |

Jourmnal Cancel

Note the following details about this entry:-

¢ The account 2-1450 Provision for Long Service Leave is debited with $200. This has
the effect of reducing the liability of the Church;

e The account 4-1500 Miscellaneous Income is credited. This $200 will be a source of
income to the church in the year in which the entry is made;

e The Memo field records the reason for the entry;

e The Tax code is set at “N-T” as this transaction is outside the provision of the Goods
and Services Act.

Adjusting the Provision for Long Service Leave when an
employee leaves prior to the 10-year time period

Some employers have the policy that, if an employee has worked the majority of the time,
but not the full period for Long Service Leave to become due, an ex-gratia payment may be
made to the employee. It is strongly suggested that the Church seeks expert advice from an
appropriately qualified, registered practitioner in taxation to see how the taxation on such a
payment should be handled.
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Adjustment to the Provision for Long Service Leave when
an employee takes Lonqg Service Leave

If the software has been set up to accrue long service leave for an employee, then when the
long service leave is actually being taken, the wages so paid should be off-set against the
accrual so that the hours actually taken decrease the number of hours accrued.

Adjustments to the initial Offer of Employment and the related
schedules

Any adjustment to the initial offer of employment and any associated schedules of hours to
be worked, pay rates, etc should be always made in writing in duplicate, signed by both the
employer and employee, and one copy stored in the employee’s file and the second copy
given to the employee.

Things that should be acknowledged in writing are changes such as:-
e Changes to time fractions;
e Change so employment conditions;
e Changes to rates of pay;

e Changes to responsibilities / accountabilities.

Remitting tax deducted from wages to the Australian Tax Office

Tax that is deducted from an employee’s wages needs to be remitted to the ATO on a
regular basis. The normal way of doing this at the time of writing this book is as part of
submitting the BAS, but the ATO may change these arrangements in the future — that'’s their
prerogative.

The tax that has been deducted from wages is stored in account 2-1420 PAYG Withholdings
Payable as each wage is processed. Always make sure that when the tax is remitted to the
ATO that the amount remitted is debited to account 2-1420.

Visiting Ministry

Payment of a Preaching Fee, or honorarium, to a visiting ministry is one that should only be
done with advice from an appropriately qualified, registered professional. The view that the
ATO takes is that when such a fee is paid, it is paid to an employee of the Church. That is,
even if a person only preaches at the Church once, that person has legally been employed
and all the associated paperwork of an employment arrangement need to be completed,
such as notifying the ATO, obtaining the tax file number of the person, setting up the person
as an employee within the software, obtaining data about the person’s preferred
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superannuation fund, etc. When the payment is made to the person the appropriate level of
taxation should be withheld from the payment and the person supplied with a Payment
Summary at the end of the tax year.

There are ways to avoid this problem, such as:-

e Make the payment to the Church where the visiting ministry is an employee. That
church would then pay this money to the employee in the normal pay cycle. If the
employee is eligible to receive non-reportable Fringe Benefits, this money can be
included in such payment.

e If the visiting ministry has registered and has an Australian Business Number (ABN)
the fee can be paid to the holder of that ABN. This would need to be exchanged for an
appropriate tax invoice. How that holder of the ABN handles the money so received is
up to that holder.

This is an area that is well worth seeking advice from either an appropriately qualified,
registered practitioner, or asking for advice from the head office of the denomination to which
the Church belongs.
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10.Costing total employment costs

The cost of employing people in a Church context is more than the wage paid to the
employee. There are minimum wages that must be paid to people who fulfil particular tasks,
and this is subject to change on a regular basis. Make sure that the relevant data is
accessed to ensure the correct wages (as a minimum) are being paid. Sources of this data
include, (but this list is not limited to):-

¢ Relevant Government legislation;
e Determination by independent courts, tribunals, etc;
e Government websites;

e The relevant National Office of a denomination (for example, the National Office of the
Australian Christian Churches);

e Awards;
To cost out the total cost of employing people one must consider:-
e The gross wage / salary to be paid;

e The superannuation that an employer must pay. This is in addition to any
superannuation the employee may choose to pay;

e WorkCover expenses;
¢ Fringe Benefit tax payable on certain Fringe Benefits;

As part of the package with this book you have been provided with a spreadsheet that will
assist in the calculation of the total costs of employment to a church. This spreadsheet
requires the user to answer a range of questions about each employee.

When budgeting, it's always appropriate to calculate the total cost of employing people
rather than use the gross wage paid to the employee.

The following chart shows the questions that are asked within that spreadsheet to calculate
the total cost of employment to the Church. Appendix D gives an explanation on how to
enter data in to this spreadsheet and how to understand what the various calculations mean.

© Madav Pty Ltd. 30 Learmonth Street, Ballarat, Vic, 3350. March 2010. May be used freely after obtaining
permission of Copyright owner.

Calculator to analyse the cost of employing people
(Only fill in cells with a white background) Employee's
name
When the employee is eligible for Long Service Leave, how many weeks may be taken?
How many years need to be served before Long Service Leave may be taken?
How many working days of Annual Leave does the employee get per year?
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Annual Leave Loading rate %

Additional Non-taxable allowances
Annual Gross Salary (if a figure is entered here, don't use the hourly rates on the next 9 lines)

Use this section is for those employees who are employed according to the pay scale
shown in column AE

Salary Scale level (enter the Salary Scale number from column AB)

Number of weeks per year employed

Use this section is for those employees who are employed on an hourly rate basis other
than the pay scale shown in column AE

Fringe benefit component

Taxable component of Salary

Taxation to be deducted from taxable Component

Tax on Fringe Benefits

Net Cash component

Total of Fringe Benefits and net cash component

Grossed up fully taxed equivalent salary

Hours of wages per week reimbursed from other sources

Annual reimbursement to be received

Hourly charge out rate to other sources (to cover wages plus on-costs)

WorkCover premium

Annual cost of employee to employer
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11. Capital Expenditure

“Capital Expenditure” relates to things that are purchased and the purchase is recorded in
the Balance Sheet section of the accounts, i.e. in the Asset accounts.

To qualify for classification as “Capital Expenditure” the item being purchased has to pass
two tests. If the answer to the following two questions is “Yes”, then the item can be classed
as an asset. If either of the answers are “No”, then the purchase should be recorded as an
expense.

The two questions are:-
1. At the time of purchase is the item expected to last for more than 1 year?

2.Does the item cost a significant amount of money not including GST? See previous
notes on this topic as to what constitutes and asset. If in doubt, check with the
Church’s auditor as to what the auditor will accept as an asset during the audit
process.

Sometimes several things may be grouped together to arrive at this value of $500. For
example, a sound system for the Church may have many different components, the sound
desk, the speakers, boxes of electronic wizardry, etc. These individual items may cost less
than $500, but all of them are needed together to make the sound system work. Therefore
the whole system would be considered as an asset.

There are also occasions where one would answer “Yes” to these two questions, but
allocate the purchase to an expense rather than an asset. Here the test is more subjective,
as one has to look at other things relating to the item. For example, a microphone may cost
more than $500, and with proper care would last for more than 1 year. But the portability of
the microphone, the capacity for someone to slip it into their pocket and steal it would mean
that the security of the microphone would give one the thought that even though it has the
capacity to be of service for more than 1 year, it may not physically be there in one year.
Therefore the item would be classed as an expense rather than an asset.

The bookkeeping process for recording the purchase of an asset is very similar to that of
paying for expenses as explained earlier:-

e Enter the tax invoice from the seller into the Purchases part of the software;
e Use an account that starts with “1” to record the purchase;

e Pay the invoice by the due date.

Asset Reqister

Anything that’s recorded as an asset needs to be recorded in the Asset Register. An Asset
Register is a document that contains pertinent data about the purchase, such as:-

¢ A description of the item;
e The serial number of the item;

¢ An asset identification code;
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The contact details of the retailer;

The purchase date;

The purchase value (not including GST);

The source of funds that was used to purchase the item;

The depreciation method (straight line, diminishing value method);

The depreciation rate;

Details of the warranty;

The date the warranty expires;

The date of disposal;

The disposal value;
e How was the item disposed of, or to whom was it sold;
An asset register can be kept in many different forms, e.g.:-
e As a computer spreadsheet;
¢ On a piece of card that's been designed for this purpose;
e In a book.

An Asset Register that works in combination with a Depreciation Schedule has been
provided with this book. See Appendix C for notes on how to use this Asset Register

Depreciation schedule

A spreadsheet that contains a Depreciation Schedule has been included with this book. See
Appendix C for assistance in completing a Depreciation Schedule.

Items that appear in the Asset Register must also appear in the Depreciation Schedule. A
Depreciation Schedule is the calculation of how much of the asset has been used in the
year. A similar view, expressed in a different manner, is that the depreciation that is attached
to an item reflects the value of the item that has been used in the year to help to earn the
revenue of the Church.

The preparation of a depreciation schedule uses well defined, very exact numbers, but in the
end the answers it produces are a guess. It is only at the time of disposal of the asset that
one can produce numbers that have certainty.

The types of guesses one had to make in the preparation of a depreciation schedule are:-
e How long will the asset last?
e What will be its value at the point of disposal?

e Will it contribute more to the earning of income in its early years than the latter, or will it
contribute evenly each year over its anticipated life span?

A change to the answers in any one of these types of questions would produce different
results in the calculations of the Depreciation Schedule.
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A Depreciation Schedule will contain:-

¢ The date the asset was purchased;
e The name of the asset;

The asset identification code;

The purchase value of the asset (not including GST);

The book value of the asset (i.e. the original purchase price less all the amounts of
depreciation that have been allocated to the item in previous years;

The method of depreciation (Straight line, Diminishing value or Units of Use);

The rate at which the depreciation will be applies (expressed as a percentage);

The value of the depreciation;

The “Book Value “ of the item at the end of the year, i.e. after the depreciation value
has been subtracted from the book value the item had at the start of the year. This
may be referred to as the “Written Down Value”;

The account numbers that were used to record the depreciation in the financial records
of the Church;

The General Journal number that was used to record the depreciation;

The date of disposal of the asset;

The selling price of the asset (or trade-in value if the asset was traded in on a new
asset);

e The value of the profit or loss on the sale of the asset.

A further column is suggested be added to the Depreciation Schedule is that of the
insurance value of the item. This is particularly useful where the insurance policy of the
Church has a “New for Old” clause in it. If the original purchase price is adjusted each year
by the inflation rate of that year, the true replacement cost would be reflected as the years
progress. This would be the figure on which to base the insurance cover.

It is suggested that the Church should check out with the Insurance Company as to whether
or not the assets should be valued at their original price or their inflation adjusted price for
insurance cover purposes.

Straight Line Depreciation

Straight line depreciation is used for assets that are expected to be used evenly over their
expected life. For example, furniture could easily fit into this section.

To calculate the depreciation of an item using straight line depreciation two guesses have to
be made at the time of purchase.

1.How long will the item last?
2.What will be the trade-in or sale value of the item when it is disposed of?

Let’s take an example — say a desk was purchased for $1540 including GST. The non-GST
component of the purchase price of this desk is $1400. The desk is expected to last for 12
years, and would have a sale value of $150 at the end of that time.
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The amount on which depreciation is to be calculated is $1400 less $150 = $1250. Divide
$1250 by 12 years = $104 (rounded to the nearest dollar). Remember the two guesses of
lasting 12 years, and having a sale value of $150, are more than likely to be wrong (but at
the time of purchase they are the best guess possible) so rounding the annual depreciation
to the nearest dollar value of $104 is quite acceptable.

This desk would be depreciated by $104 per year for 12 years. Assuming this is the only
asset of the Church, the General Journal entry to record this would be:-

e Debit 6-1090 Depreciation Furniture and Fixtures $104

e Credit 1-3035 Accumulated Depreciation Furniture and Fixtures $104

Diminishing Value method of depreciation

The diminishing value method of depreciation is used for assets that contribute more to the
earning of revenue in their earlier years of ownership, than in the latter years, or for items
that are anticipated to have an increasing cost of maintenance as they get older. Electronic
equipment usually falls easily into this category.

To calculate the depreciation under this method the same calculation as for the Straight Line
method above is used up until the point of calculating the dollar value of the straight line
depreciation.

Let’'s use an example, to calculate the depreciation of a computer that was purchased for
$1800 (including GST) and is expected to last for 4 years before it has to be replaced, and
its sale value at the end of that time was $50. The calculations will be as follows:-

The amount to be depreciated over 4 years is:-

($1800/1.1) - $50 = $1636.36 - $50 = $1586.36 = anticipated cost of ownership of the asset
Using the straight line method, this equals $1586.36 / 4 years = $396.59 per year.

From this point the diminishing value method differs from that of the straight line method.

This straight line depreciation of $396.59 as a percentage of anticipated cost of ownership of
the asset of $1586.36 is:-

= $396.59 / $1586.36 x 100 / 1 = 25%.

This result of 25% is multiplied by 1.5 to get 37.5%. Thus, this computer will be depreciated
by 37.5% of its diminished value. The factor of multiplying the depreciation rate by 1.5 is an
acceptable standard approximation to use. The book value of the item at the end of the 4
years will not be the same as the anticipated trade value of $50, but then depreciation is, at
its best, an estimation, and any differences are reconciled in the final calculation on the
disposal of the asset.

The Diminishing Value method applies the percentage to the initial cost of the asset, not
taking into account the trade in value at this point.

Year 1 depreciation = $1636.36 x 37.5% (of 1636.36 x 37.5/ 100) = $613.64 (or rounded to
$614). The General Journal entry to record this will be to
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¢ Debit 6-1110 Depreciation Plant and Equipment $614
e Credit 1-3025 Accumulated Depreciation Plant and Equipment $614

Year 2 depreciation uses the diminished value of the computer, i.e. $1636.36 (the original
value not including GST) less $614 = $1022.36. The depreciation for year 2 = $1022.36 x
37.5% = $383.38 (rounded to $383). The General Journal entry to record this will be to

¢ Debit 6-1110 Depreciation Plant and Equipment $383
e Credit 1-3025 Accumulated Depreciation Plant and Equipment $383

Year 3 depreciation uses diminished value of year 2 value less the depreciation for year 2,
i.e. $1022.36 less $383 = $639.36.

The depreciation for year 3 = $639.36 x 37.5% = $239.76 (rounded to $240). The General
Journal entry to record this will be to

e Debit 6-1110 Depreciation Plant and Equipment $240
e Credit 1-3025 Accumulated Depreciation Plant and Equipment $240

Year 4 depreciation uses the year 3 value less the depreciation for year 3, i.e. $639.36 less
$240 = $399.36. The depreciation for year 4 = $399.36 x 37.5% = $149.76 (rounded to
$150). The General Journal entry to record this will be to

¢ Debit 6-1110 Depreciation Plant and Equipment $150
¢ Credit 1-3025 Accumulated Depreciation Plant and Equipment $150

The total value of the depreciation over the four years = $614 + 383 + 240 + 150 = $1387,
giving the computer a book value (or diminished value) of $1636.36 - $1387 = $249.36,
which is not the same value as the anticipated sale value of $50 at the end of 4 years, but
this difference will be accommodated when the “Disposal of Asset” calculation is completed.

Note: If one uses the Straight line method, the book value of an asset will eventually arrive at
either $0 or the anticipated sale / trade in value of the asset. If one uses the Diminishing
Value method of Depreciation the book value will continually decrease, but never arrive at
$0.
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Disposal of Assets

There always comes a point when assets are of no more use to the church and disposal
occurs. This may be by sending them to the tip, selling them, or using as a trade-in on a new
asset. When this happens the bookkeeper needs to go through the process of removing
these assets from the records of the Church. This process is outlined over the rest of this
chapter.

Asset Register

As indicated earlier, when an asset is no longer owned by the Church it, needs to be
recorded in the Asset Register. Fill in the details of:-

e The date of disposal,
e The value of the disposal,
¢ How the asset was disposed of,

e The name and contact details of anyone who took it as a trade in or who purchased
the asset.

The asset record is not deleted from the Asset Register, but it is clear from this record that
the asset is no longer owned by the Church.

Depreciation Schedule

Within the Depreciation Schedule the objective is to show the value of the asset has been
written down to $0.

At this point we come to the concept of making a profit or loss on the sale of the asset:-

1) If the asset has a book value of (say) $500 and it is sold or used as a trade in for (say)
$400, then the church has disposed of the asset for a book loss of $100.

2) Alternatively, if the asset with a book value of $500 is sold for cash for $650, the church
has received a profit of $150 on the sale of the asset.

3) Should this asset with a book value of $500 be sent to the tip, the church has to record a
book loss of $500 at the time of disposal.

These figures should be seen in the Depreciation Schedule that is distributed with this book.
See the notes in Appendix C on how to record this in the Depreciation Schedule.

Accounts in the Chart of Accounts

Within the Chart of Accounts any record of ownership of this asset is reduced to a value of
$0. The figures in the Depreciation Schedule are used in this process. The following
calculation is made to calculate the profit or loss on the sale of the asset:

Profit or loss on the sale of an asset
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Complete the following calculation:-

e Original purchase price of the asset (excluding GST)

e Less the total depreciation that has been allocated to this asset

¢ Less the sale price or trade-in value of the asset

= profit (if the result is a negative figure) or loss (if the result is a positive figure) on
the sale of the asset

To record this there needs to be an account in either the income or expense area to record
this profit or loss. For the purpose of this, we’ll create account “4-5000 — Disposal of Assets”
to record this.

To consider each of the four scenarios given of the $500 asset discussed above. The
General Journal to record this would be:-

1) If the asset was purchased for $2000, has a book value of (say) $500 and it is sold for
(say) $400, then the church has disposed of the asset for an actual loss of $100.

The General Journal entry to record this would be:-

Credit the asset account with the original purchase price of the asset, i.e. $2000
Debit account “4-5000 Disposal of Assets” with $2000

Debit the appropriate accumulated depreciation account with $1500 (the amount
which must have been written off this asset to give it a book value of $500)

Credit account “4-5000 Disposal of Assets” with $1500

Debit the bank account with the $400 — the cash received on the sale of the
asset.

Debit a new account called “Loss on disposal of assets” with $100. This account
will be an expense account.

This will give account 4-5000 a debit balance of $100, showing the loss on the sale of
the asset and all other accounts will have the records relating to this asset brought to $0.

2) If the asset was purchased for $2000, has a book value of (say) $500 and it is used as a
trade-in for (say) $400 on a new asset, then the church has disposed of the asset for a
actual loss of $100.

The General Journal entry to record this would be:-

Credit the asset account with the original purchase price of the asset, i.e. $2000
Debit account “4-5000 Disposal of Assets” with $2000

Debit the appropriate accumulated depreciation account with $1500 (the amount
which must have been written off this asset to give it a book value of $500)

Credit account “4-5000 Disposal of Assets” with $1500

Debit the asset account where the purchase of the new asset will be recorded
with the $400 — the trade-in value of the asset.
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e Debit a new account called “Loss on disposal of assets” with $100. This account
will be an expense account.

This will give account 4-5000 a debit balance of $100, showing the loss on the sale of
the asset and all other accounts will have the records relating to this asset brought to $0.

If the asset was originally purchased for $2000, has a book value of $500 is sold for cash
for $650, the church has received a profit of $150 on the sale of the asset.

The General Journal entry to record this would be:-
e Credit the asset account with the original purchase price of the asset, i.e. $2000
¢ Debit account “4-5000 Disposal of Assets” with $2000

e Debit the appropriate accumulated depreciation account with $1500 (the amount
which must have been written off this asset to give it a book value of $500)

e Credit account “4-5000 Disposal of Assets” with $1500

o Debit the bank account with the $650 — the cash received on the sale of the
asset.

This will give account 4-5000 a credit balance of $150, which is the profit on the sale of
the asset. All other accounts will have the balance of the records relating to this asset
brought to $0.

If the asset was originally purchased for $2000, has a book value of $500 and was sent
to the tip, the church has to record a book loss of $500 at the time of disposal.

The General Journal entry to record this would be:-
e Credit the asset account with the original purchase price of the asset, i.e. $2000
¢ Debit account “4-5000 Disposal of Assets” with $2000

¢ Debit the appropriate accumulated depreciation account with $1500 (the amount
which must have been written off this asset to give it a book value of $500)

e Credit account “4-5000 Disposal of Assets” with $1500

This will give account 4-5000 a debit balance of $500, which is the loss on the sale of the
asset, and all other accounts will have the records relating to this asset brought to $0.

Accounting for the purchase and sale of land and buildings

The normal manner of recording the value of land and buildings in the accounts of the
Church is at historical values. The price paid for the land at the time of purchase is the value
that is recorded in the software. This value usually remains the same for many years. As
time passes the value of land changes, but this change is not reflected in the records of the
Church unless the Church has an official valuation completed.
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Purchase of land

The recording of the purchase of land will normally be done by using a solicitor or
conveyance agent to complete the legal processes. The documentation that this solicitor or
agent provides will be the basis of the record that is entered into the software. This
documentation may have many different lines of financial data on them, so what is given
here can only be a guide as to what these might be. If necessary, consult the Church’s
auditor for guidance on what is the entry that the Auditor will sign off in the annual audit.

The General Journal entry to record the purchase of land may contain the following:-
e Debit an asset account with the purchase price of the land;
e Debit appropriate asset accounts with the expenses of the transfer of ownership, e.g.
o Solicitors fees
o Stamp duty
o Credit the bank account with the cash paid out on this transaction

e Credit a liability account if the land is purchased by the use of a mortgage

Revaluation of land

The recording of a revaluation of land usually only occurs when the Church has asked for,
and received, an official valuation from a registered valuer.

The costs of the registered valuer would be recorded through either “Spend Money” or the
“Purchases” part of the software, with the latter being the preferred way of recording this.

If the original land was purchased for $500,000 and the official valuation comes in at
$600,000 then the difference of $100,000 is the figure that has to be recorded in the
software.

Complete a General Journal entry that:-

¢ Debits the asset account in which the purchase of the land was recorded with
$100,000

¢ Credits an equity account called “Accumulation — land revaluation” with $100,000

Recording the costs of a building program

See the section on the recording of transactions of a Building Fund elsewhere for a
recommendation on how to record the costs of a building program.
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Refinancing a mortgage on the land and buildings

From time to time a Church will re-finance a mortgage being held on the real estate of land
and buildings.

The General Journal that records this in the software would be:-
¢ Debit the liability account that records the old mortgage with the current amount owing;

e Credit the liability account that records the new mortgage with the net value of the new
mortgage;

e Debit an expense account with the fees associated with the release of the old
mortgage and the fees associated with the establishment of the new mortgage. These
fees may take the form of;

o Fees from the Titles Office
o Fees from the mortgage broker

e Credit the account from which the expenses of this transaction are paid. These may
be:-

o The bank if the fees are paid for in cash

o The liability account where the mortgage is recorded if these fees are added
to the net mortgage taken out.

Sale of land

At the point when land and buildings are sold the General Journal entry to record the sale
would be:-

e Credit the account in which the land and buildings is recorded with the balance of that
account;

¢ Debit the liability account with the payout of the mortgage (if a mortgage is being held
on the property) with the current value of the mortgage;

¢ Debit appropriate expense accounts with the expenses incurred in the sale process,
e.g. agents fees;

¢ Debit the bank account if the sale process involves the receipt of cash with the amount
of cash received;

e If at this point the General Journal requires a credit entry to make the journal balance,
the Church has made a profit on sale of the land. Allocate this to an “Other Income”
account. If it requires a debit entry to make the journal balance, the Church has
suffered a loss on the sale of the land and buildings. Allocate this to an “Other
Expense” account.

91



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

12.Accounting for shares

Accounting for shares required some additional accounts to be added to the Chart of
Accounts given earlier in this book. These may be:-

® 1-4010 Shares
e 6-1025 Brokerage on Share transactions
e 3-7000 Share Revaluation Reserve

Also, just as the accounting for assets requires an Asset Register and Depreciation
Schedule to be established, so too the purchase and sale of shares should be kept outside
the accounting software. A spreadsheet would suit this well.

The Shares Register would show:-

e The name of the company;

The date of the purchase;

The purchase price of the shares;

The number of shares purchased;

The costs of brokerage and other costs on the purchase of the shares;

The date of disposal of the shares;

The number of shares so disposed (which may not be the same number as the
number of shares purchased — the church may choose to sell only part of their
holding, or there may have been a rights issue giving the Church more shares in the
company);

The cost of brokerage on the sale of the shares.

Purchase of shares
If the Church owns shares in publicly listed companies, some specific records need to be
kept about these shares, i.e.:-

At the time of the purchase of the shares the records would be recorded through either the
“Spend Money” or “Purchase” component of the software. See notes above on the use of
these two. The preferred method of recording is to use the “Purchases” module of the
software as this allows for greater detail to be recorded and easier recall of the transactions
in the software.

The effect of recording the purchase of the shares will be to:-

e Debit account 1-4010 Shares with the purchase price of the shares plus the brokerage
costs

e Debit account 2-1330 GST paid with the GST component of the brokerage costs
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¢ Credit the bank account with the total cost of the transaction.

Revaluation of shares

During the time the shares are owned the changing value of these shares should be
recorded. The minimum basis of recording these changes should be annually on balance
date.

The closing values of shares are published daily in newspapers, so are readily available.
This closing value is more than likely going to be different from the price paid when the
shares were purchased. This process records these changes, which may be either a higher
or a lower value.

The first time a revaluation of shares is recorded in the software new accounts are required
to be set up, i.e. an account in the “Other Income” or “Other Expense” section, to record
either an increase or a decrease in the value of the shares. Say these account numbers are
“8-2000 Share revaluation income” and “9-2000 Share revaluation expense”. Add the
changed value directly to account 1-4010.

The following are some examples of recording a revaluation of shares. Two examples will be
given, one for the first time the shares are revalued and another when the shares are
revalued in subsequent years.

The first time the shares are revalued

The first time shares are revalued they can have a value which is either higher or lower than
the original purchase price.

1)The shares have a higher value:-

Say 3000 shares in a (fictitious) company called AZZ were purchased for $5 per share
and have a value of $5.20 at the close of trade on the last day of the financial year of
the Church. The initial purchase involved a total sum of 3000 x $5 = $15,000. The
subsequent valuation valued the shares at 3000 x $5.20 = $15,600. This is a change
of value of $600. The General Journal entry to record this change would be

e Credit account 8-2000 Share Revaluation Income with $600
¢ Debit account 1-40101with $600
2)The shares have a lower value:-

Say 3000 shares in the above (fictitious) company called AZZ, which were purchased
for $5 per share, have a value of $4.50 at the close of trade on the last day of the
financial year of the Church. The initial purchase involved a total sum of 3000 x $5 =
$15,000. The subsequent valuation valued the shares at 3000 x $4.50 = $13,500.
This is a change of value of $1,500. The General Journal entry to record this change
would be

¢ Debit account 8-2000 Share Revaluation Income with $1,500
e Credit account 1-4010 with $1,500
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The second and subsequent time the shares are revalued

In the second and subsequent years the revaluation of the shares will be based around the
revaluation that occurred in the previous year.

If last year the valuation was $5.20 per share and the new valuation is $5.50 then an
increase in the valuation of $0.30 per share (or 3000 x $0.30 = $900) would be recorded in a
General Journal by:-

¢ Credit account 8-2000 Share Revaluation Income with $900
¢ Debit account 1-4010 with $900

If (again) the valuation last year was $5.20 and the new valuation is $5.10, then a decrease
in the valuation of $0.10 (or 3000 x $0.10 = $300) would be recorded in a General Journal
by:-

¢ Credit account 1-4010 with $300
e Debit account 9-200 Share Revaluation expense with $300

In all of these General Journal entries the GST tag attached to them would be “N-T”.

Sale of Shares

When the shares are finally sold the original purchase and the revaluations that occurred are
all to be recorded back to $0, with a final profit or loss on the sale of the shares being
recorded. The following is an example of the General Journal entry required to record the
sale of the shares:-

e Credit account 1-1310 Shares with the original purchase price of the shares

e Look at the latest share revaluation value that was recorded at the end of the last
financial year

o If the latest revaluation price is less than the original purchase price, debit
account 3-700 with the difference between the purchase price and the latest
revaluation price times the number of shares

o If the latest revaluation price is more than the original purchase price, credit
account 3-700 with the difference between the purchase price and the latest
revaluation price times the number of shares

¢ Debit the bank account with the net dollars received from the sale of the shares

e Debit the expense account “6-0125 Share Brokerage” with the brokerage costs
incurred in the sale. Note: this entry will attract GST.

e At the end of this process the General Journal entry will have either a debit or credit
balance that still hasn’t been allocated. The General Journal entry can’t be saved in
the software until this balance is entered. This balance represents the overall final
profit or loss on the sale of the shares.
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o If the General Journal entry requires a credit entry to balance the Journal, the
Church has made an overall profit on the sale of the shares. Allocate this to
an “Other Income” account.

o If the General Journal entry requires a debit entry to balance the Journal, the
Church has made an overall loss on the sale of the shares. Allocate this to an
“Other Expense” account.
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13.Having the Church accounts audited

The auditing of the Church accounts is a specialised process, and should be done by an
appropriately qualified, professional person. The audit process is highly regulated and the
auditor has to comply with the many laws and regulations that surround this specialised area
of accountancy.

The process of auditing the Church accounts is to make sure that the records of the church
comply with several things, including:-

¢ The laws under which the Church is legally structured

The Australian Accounting Standards

The Constitution of the Church

The directions and decisions of the Board

The various laws that apply to the Church’s activities, e.g. laws relating to employment
and superannuation

For this reason, the auditor has full and open access to all documentation relating to the
finances of the Church, the minutes of the Church Board, and an explanation of the
processes the Church uses to collect, hold, bank and spend money. It is anticipated that the
auditor can get access to, and have an understanding of, the various pieces of legislation
that relate to the Church — the church doesn’t have to supply a copy of such legislation.

There are also some things that are not part of the audit process. For example, it is not up to
the auditor to say that the Church has spent too much money on a particular expense, or
that they should not have employed a particular employee. What the auditor will want to do
is to make sure that the documentation for the particular expense supports the figures that
have been recorded, and also that the payment of wages to the particular employee,
together with other costs such as superannuation, WorkCover or Long Service Leave have
all been done correctly and appropriately.

The audit process does not look at every transaction that goes through the records of the
Church. The auditor uses a sampling technique to satisfy himself/herself that the probability
of the records being correct is very high — say a 98% probability.

The auditor chooses their own sampling technique, and this may differ from year to year and
from auditor to auditor, however the following may be some of the things that the auditor
does:-

e Check the gross wages paid by the church against the Payment Summaries that have
been given to employees
¢ Check that the tax deducted from employees wages has been submitted to the ATO

e Check that the BAS has correctly submitted all GST collected to the ATO and claimed
all GST paid back from the ATO

e Check any Fringe Benefit return that the Church may be required to submit to the ATO

¢ Check that the Church has paid the Employer Contribution to Superannuation (plus
any further superannuation contributions the employee may make) to the appropriate
superannuation fund
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¢ Check that the money collected at Church services has actually been deposited into
the bank

¢ Check the minutes of the Board for any decisions that relate to financial transactions to
see that these have been completed accurately in the accounts

e Check the constitution of the Church to see if the transactions fall within the scope of
what the Church is legally allowed to do (e.g. is the Church permitted in its constitution
to invest money in the share market, or to buy an investment property?).

¢ Check that the Bank Reconciliation process has been completed accurately
¢ Check the documentation and recording of any transaction over (say) $2,000

¢ Check the documentation and recording of all transactions that go through a selected
range of accounts

¢ Contact third parties who have had financial dealings with the Church to ensure that
the documentation of the third party agrees with the Church records

As part of the audit process the auditor will keep notes on what documentation has been
seen, the systems and processes the Church uses and the figures in the audit.

Over the many years the author of this book has worked with many churches in different
denomination and with several different auditors. The following is a list of things for which
auditors have asked. This list has been built up over many years and as an auditor asks for
a new or different thing, it gets added to the list. It is rare for something to come off this list!

It is important to note that not everything in this list relates to every church, however
everything on the list has related to a church somewhere over the author’s experience.
Therefore, if an item on this list doesn’t relate to your church, ignore it. Should the user of
this book find something new that an auditor has asked for, please add it to this list.

The list of data to be sent to the auditor:-
All bank statements, including the month after the end of the accounting year
Original copies of evidence of money received by the Church
All invoices the Church has paid
Evidence of the Church’s investments
Petty cash records
Any employment records being held by the Church
Land Revaluation report (if the land / property owned has been officially re-valued in the
last year)
e Look through last year's audit — are there particular notes or comments from last year's
audit that need to be addressed.
A copy of the BAS statements
e Bank reconciliations, but particularly for the last statement
o Look at the outstanding cheques — on which bank statement do these appear in
the following accounting period
o Which outstanding cheques on the last day of the accounting period have still not
been presented to the bank when the audit is done

¢ An Asset Register and Depreciation Schedule:-
o All acquisitions need to be shown at the "original cost" in the Asset Register
(excluding GST), i.e. the "Original Cost" in the Asset Register needs to agree with
the asset account in the Balance Sheet
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o When an asset is finally disposed of (whether by being tossed out, sold or used
as a trade-in), adjust the Asset Register's figure, as well as adjust the asset
account in the Balance Sheet (see notes on disposal of assets)

Adjust Long Service Leave (General Journal entry)

Adjust Holiday Leave entitlement (General Journal Entry)

Full printout of the ledger, showing opening balances, transactions and closing balances
A copy of the Profit and Loss Report for the year

A copy of the Balance sheet as at the last day of the year

A reconciliation of the Fringe Benefits

Wages Data, including:-

o A copy of the employment contracts with the employees

o Reconciliation of General Ledger (i.e. the figure for "Wages" on the Balance
Sheet) with the totals of the figures on the Payment Summaries handed to the
employees. To do this:-

* Run the "Payroll Activity Summary" report from the software. This reports
should show:-
e the name of each employee;
the gross wages paid to the employee;
any deductions from the wages;
the net cash component of the wages;
the superannuation that should have been paid to the employee’s
superannuation fund.
= Show that the totals on the “Payroll Activity Summary” report agrees with
the totals on the individual pay records or PAYG payment summaries.
» The “Payroll Activity Summary” also needs to agree with the expense in
the Income and Expense report

o Superannuation — identify who are the employees that are represented in the
2-1430 Superannuation Owing account. The total of these individual employees
should equal the balance of the account 2-1430.

o WorkCover documentation

Department balances
o Give a listing of departments showing:-
= Opening balance;
» Total funds received by the department (i.e. not transferred from the
Church funds);
» Total funds transferred to the Department from the Church's funds;
» Total funds paid out of the Department;
= Ending balance.
Age listing of Debtors — use the reports section of Sales:-
o Receivables
* Run the "Aged Receivables (Summary) to (date) in the software
= This figure must agree with the figure on the Balance Sheet — if not, an
explanation or reconciliation must be made.

o Calculation of Doubtful Debts

»  Which of the debtors from the previous year that were classed as doubitful
at that time have now been written off as bad debts? Such debtors need
to be written off against the Provision for Doubtful Debts, not against the
expense account;

=  Which of the debtors as at the end of the current accounting period are
now considered as doubtful? Adjust the "Provisions for Doubtful Debts"
appropriately.

Age listing of Creditors — use the reports section of Purchases
o Payables Reconciliation Summary to (date)
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e A copy of the software data file

As part of the audit process the auditor may require adjustments to be recorded in the
records of the church. Always date these as at the last day of the Church’s financial year.

After the auditor has signed off on the audit the church should receive back the following:-

¢ A letter from the auditor saying that the audit was conducted in accordance with the
requirements of the current legislation and would also contain an Audit Opinion:-

o The Audit Opinion that the Church is seeking is one that states the reports
contain a “True and Fair View” of the financial activity of the Church;

o This letter is included as part of the published reports of the Church to the
membership of the Church.

A letter to the Board of the Church with any comments about the systems or processes
of the Church that may need attention and adjustment in the coming year

o This is a private letter and only for the Board’s attention — it is not published or
shown to people outside the Board

A statement of Income and Expenses

A Balance Sheet (or statement of financial position) as at the last day of the year
e A Cash Flow Statement

Copies of these documents from the auditor are made available to:-
e The members of the Church at the Annual General Meeting
e The Statutory Authority under which the Church is legally established

e They are also the documents that would be made available to lending institutions when
the Church is in the process of borrowing money.

After the audit process is complete the accounts of the Church should be “Locked”, i.e.
NEVER, EVER, EVER change a record in the period of time that has been audited.
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14.Compliance with the law

As the Church exists as a legal entity within the context of the legal environment of the
country, it must comply with the laws that are current from time to time.

These laws are under constant review, and so will change from time to time. The legal
processes assume that the Church keeps up with these changes, and applies the changes
appropriately. The normal manner in which a church will do this is either:-

e To research the laws
¢ Get advice from its state or national head office or

¢ Consult an appropriately qualified, registered practitioner for advice on how to apply
the laws to the Church.

The following are some of the laws that apply to Churches.

Registering an ABN (Australian Business Number)

Independently of the legal structure of the Church, the Church must have an Australian
Business Number (ABN). This will be assigned to the Church as part of the process of
establishing the Church as an Incorporated body, a Company or an Unincorporated Body.

GST

Depending on the dollar value of the turnover of the Church, the church can choose as to
whether or not it registers for GST. Above a particular value of the turnover of the Church it
is required by law to register for GST. Consult an appropriately qualified, registered
professional person or the Australian Taxation Office website as to what this value is, as it
can (and does) change from time to time.

The advantages of registering for GST include:-

e Within the Church environment the majority of the income is likely to be received as
“GST free” money, i.e. the money received contains no GST, therefore there is usually
nothing to be forwarded to the ATO

e The Church can claim back from the ATO any amount of GST that was included in the
purchases it made, thus reducing the costs of running the church. Within a Church
context this is normally larger than the GST the Church has to pay to the ATO, so a
net refund is usually received.

The disadvantages of registering for GST include:-

e The Church must have a system where the GST component of any transaction can be
recorded

e The Church is required to return a BAS according to a timetable set by the ATO (e.qg.
quarterly)
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Tax laws

Whilst the Church is probably given a “Not for Profit” tax status by the ATO, it still has to
comply with appropriate taxation laws. The “Not for Profit” tax status means that the Church
is exempted from making an annual taxation return on its income and expenses, such as is
required from businesses and individuals.

Such laws that the Church is required to comply with would include:-

e Pay as you earn tax, i.e. tax deducted from an employee’s wage, together with the
annual Payment Summaries that must be issued to the individual employees

¢ Fringe benefits return, if any employee has a fringe benefit component to their salary
packaging. Note some pastors can claim a form of fringe benefits that are not
reportable to the ATO — see notes elsewhere for a more detailed explanation on this.

e Employment. Both the State and Federal Governments change laws on employment
from time to time. As an employer the Church is required comply with these laws.

WorkCover
WorkCover laws differ from State to State. For example, in Queensland the WorkCover
arrangement for a pastor or employee of the Church who is on the Board of the Church is

different from the arrangements in other States. The Church administration needs to get
advice on the local laws as they relate to their particular circumstances.
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15.Tracking finances where the Church has to
account for what it receives and spends

There are occasions where a Church receives money and it is required to give the donor of
the money an account on how the money was spent. An example of this may be where the
Church received a grant from the government to assist in the training of people to develop
work skills. At the end of the program the Government is most likely to ask for an explanation
of how the money was spent to ensure that it was used in the way it was intended. This
process is called “Acquitting” for the income received.

Whenever such money is received, it is far easier to set up the systems to report on this
money before any money has been spent than to try to establish at a later stage where the
money went.

The software will have a feature that allows both the cash received and the cash spent to be
attached to a Job, a Class, or some other such term. Different brands of software may call
these different names, but the effect will be the same.

As the money comes in, assign a Job number or Class number (e.g. Work1) to the receipt in
the software. Also, when the money from this source is being expended, attach the same
Job or Class number to the expenditure.

To report on this (or acquit for this income) get the software to produce a report on the Job
number “Work1”.

The receipt of the money in the software may look like this:-

[F_'I Receive Money

Deposit to Account: [ 1-1110 5| Cheque Account Balance = $1.,430.00
v Tax Inclusive

Payor 2 |.~'-\ustlalian G owernment

Amount Received: | $1.100.00
Payment bethod: | S|  Details..

b erno: | Australian Government

Aot

Government Funding $1.100.00) wiorkd Funding far Jab

Tatal Allocated: IW

Tax o»: IW
Total Received: Iw
Out of Balance: IW

{®) Save as Recuring | (#) Use Recuring

Joumal Reqgister

The payment of money in the software may look like this:-
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[ Spend Money

Pay from Account: | 11110 5/ Cheque Account Balance o $1,430.00
v Taxlnclusive

Card |41 Building Supplies =/ Cheque Mo 4
Fapee |w|:[A1 Building Supplies Date: |8

74 Smith Street li
Yaur Cit Wic Amount:| $770.00

Seven Hundred and Seventy Daollars and 0 Cents

t ema: | A1 Bulding Supplies Foar Edat

Arniount temo

Government projects F770.00) Woark 1 b aterialz for Work,

Total Allocated: $770.00

Tax o 7000 [v Cheque &lready Printed
Tatal Paid: $770.00 Femittance Advice Delivery Status:

Cut of Balance: $0.00 | To be Frinted
(IJ Save as Recuring (f_'lJ Uze Recuring

The report that the software produces may look like this:-

Job Profit & Loss Statement
July 2010 through June 2011
Account Name “Selected Period™ Year to Date ™
Workl Hew Jobh
Income
Govermment Funding $1.000.00 $1.000.00
Total Income $1.000.00 $1.000.00
Expense
Government Project $700.00 $700.00
Total Expenze $700.00 $700.00
Met Prafit [Lozz] $300.00 $300.00
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16.Finances that fund the vision of the Church

The idea that this section argues is that God funds the vision He gives to a Church
leadership. It is the responsibility of the Church leadership to define what that vision is, and
enunciate it clearly to the people of the Church. If God has given the vision of the Church to
the leadership, then God will also have a plan of how that vision is to be accomplished in
both, the activity to be done by the people of the church to achieve it, and also the finances
that must be released to fund it.

The following is one way to connect all three together.
The SMART way to connect a Church Vision with the Church Budget

“S.M.A.R.T” is an acronym that helps us step through a process. This acronym has been
used in many forums to assist organisations form a strategy on how to achieve an objective.
This is not the only way to do this, but it is a way that works. As an example, this process is
based on the concept that the Church wishes to see 120 new salvations within a year.

SMART stands for
e Simple
e Measurable
¢ Achievable
e Reported
e Time limited

1) S = Simple
i) The vision of the Church is broken down into a number of very simple
components. Each component is expressed as a simple sentence, e.g. “We will
have 120 salvations in the year.”
2) M = Measurable
a) There has to be a capacity to measure each of the simple sentences in a quantifiable
way. If this can’t be done, re-state the simple sentence in a manner that can be
measured. One such measure may be “Cards” are completed for each salvation —
therefore count the cards.
3) A = Achievable
a)Written strategies on how the objective will be attained.
b)There may be several strategies produced at this stage. This point may be illustrated
by the thought that one wants to travel from one capital city in Australia to another. The
strategies may be:-
i) Aeroplane, boat, car, motorcycle, bike, hitchhike, walk, run etc
i) The route to be taken may be via the direct route between the cities, by visiting
another capital city along the way, by driving around the coast, by keeping off the
major highways, etc
iii) The time one wishes to take in the journey will affect the number of choices, for
example, if one wished to complete this journey within the next 10 hours an
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aeroplane flight may be the only choice, however if it is to be completed within 2
years one could wait for a shoe sale, then at the appropriate time start walking.
The costs of these two would be quite different.

iv) Using different methods of transport, different routes, different time horizons in
which to complete the journey will all produce different costs to complete the
journey, however the strategic objective of travelling to the other city never
changes.

c)In this section the objective of the simple statement doesn’t change, however the
strategies, the routes, the time allowed to achieve the objective, can all have different
cost structures to them in achieving the outcome required by the Simple sentence.

d)Back to the example of achieving 120 salvations in a year — each group within the
church could be asked to nominate the number of salvations they will build into their
program to assist in this objective. The response may be:-

i) Youth activities = 20

i) Childrens’ programs = 20

iii) Royal Rangers = 10

iv) Connect Groups = 20

v) Men’s department = 10

vi) Women'’s department = 10

vii) Personal evangelism = 30
(1) Each of these would have targeted programs to achieve these numbers, e.g.

for Personal Evangelism it may run as follows:-

(a) House groups — each regular member attending constructs a list of 5
people they wish to see saved. The Home Group commits to praying for
this list of (say) 50 people on a regular basis — both at the Home Group
meetings and individually between the meetings

(b) Strategies are discussed at Home Group meetings on how personal
evangelism can be done — to encourage the people to actually do it.

(c)Reports on how the process is going are given at the meetings

(d) Individual members of the Home Group are constantly encouraged to
continue in their personal process of bringing their 5 people to the Lord

e)lf the programs require a budget allocation from the Church Budget it would be
quantified at this point of the “SMART” process for each of the strategies that were
developed under point 3 b) above.
4) R = Reported
a)A continual program of reporting and communicating the progress of each aim is
established and communicated at regular intervals, e.g. on the 1st of each month
b)Celebrations of success are routinely planned — if the Heavenly Host can have a party
for each salvation, why can’'t we?
5) T =Time Limited
a)Times and dates are established as to when the progressive parts of the process are
to be done (e.g. a timetable of activity)
b)A time and date is established for when the original objective is to be completed

In each of these stages there is a component of communicating the vision from the
Leadership Team so that the same message is being provided consistently throughout the
year, but there is also enough room given for groups and individuals to be able to “Buy In” to
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the process and establish the part they will play in achieving the objective. Expect to see
very creative and different things happen when this “Buy In” happens.

This “Smart” methodology is one way to connect vision with funding. If as part of this
program one realises that the overall call on funds exceeds the anticipated income to pay for
it, then the comment about developing different strategies above would mean that the vision
remains unchanged, but a different strategy that costs less would be employed to get to the
outcome stated in the vision (or simple sentence).

Continuing past programs

There are times when past programs of the Church come to their “use by” date, but not
everybody recognises this. Some church members may say “We have always sent $100
each year to this particular charity - why are we stopping doing this now — they need our
money.”

Past programs can continue to be funded if they form part of the enunciated vision of the
Church, but if not, then the time for God’s blessing to fund this has ceased, and so the
funding should stop. A need is not a calling — a church can’t fulfil every need. We all have
many needs placed before us on a constant basis, but it is the “calling of God” that
designates which ones will be funded.
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17.Establishing a budget

It is appropriate for the Church to establish a budget of the anticipated income and
expenditure of the Church over the coming year. This budget may also extend out beyond
the current year, to include from 3 to 5 years of anticipated income and expenditure.

It is also appropriate for the Church to establish a budget for the Balance Sheet. Such
budgets are less common in practice; however it is possible for the Church to plan what
Balance Sheet should look like in a year, and take actions to achieve that result.

The starting point of establishing a budget is to look at what is included in the Vision of the
Church. In the section on “Funding the Vision of the Church”, there is a section that connects
the Vision with the monetary requirements of that vision and the actions of the members of
the church to achieve both the vision and to do so within the budget allocations.

When budgeting for the expenses of a Church, there are four major components in this. It
doesn’t matter which part is done first, as each part will be handled individually at the start of
the budgeting process, and then refined as the process continues. These components are:-

e Budgeting for employment

e Budgeting for the operational expenses of the Church

e Budgeting for specific activities expressed in the Vision of the Church
¢ Budgeting for income

There are many different paths a Church may take in establishing a budget. The following
comments are one way of doing this, but they are not the only way.

Budgeting for employment

One way is to start with the anticipated wages expense, as this is usually the largest single
component of the Church’s expenses. Included with this book is a spreadsheet that assists
in calculating the anticipated total wages. Look at appendix D for instructions on how to enter
data into this spreadsheet.

A few comments about the allocation of funds to pay wages within a church setting:-

e The Church should have a target percentage of tithes and offerings that it is prepared
to spend on wages.

e |t is the writer’'s view that if the Church is spending less than 50% of its tithes and
offerings on wages it is missing out on some necessary expertise to make the Church
function appropriately (although this expertise may be getting provided through
voluntary assistance).

e |t is the writer’s view that if the Church is spending more than (say) 55% of its tithes
and offerings on the total wages bill then it is limiting its capacity to pay for other
running costs of the church, as well as fund specific aspects of the vision of the
Church.
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e The wages paid should have a connection back to the vision of the Church, i.e. the
people who are employed are employed to ensure that specific parts of the Vision of
the Church are accomplished.

e Where a person is employed in a role that does not support the vision of the church,
then that employment has to be questioned, or the role of the employee changed.

Budgeting for the operational expenses of the Church

Budgeting for the operational expenses of the Church covers areas such as maintenance,
telephone, office supplies, printing and photocopying, bank fees, postage, depreciation, etc.

A common way to budget for items such as these is to examine the expenditure that
occurred last year and make adjustments based on the impact of changing prices, changing
use, changing technology, etc.

It may be possible to off-set some of the expenses by examining the use of the expense
area. For example, if the Church departments make heavy use of the photocopier, it would
be possible to set a “per copy” charge on photocopier use, and then recover this from the
department.

Budgeting for specific activities expressed in the Vision of the
Church

When budgeting for specific activities that are expressed as being part of the Vision of the
Church each activity needs to be considered separately. As suggested in the section that
discusses “Funding the Vision of the Church”, there needs to be a real connection between
the vision, the outcomes required by that vision and the budget to support the activities to
achieve that vision. The path that exists between the vision and the outcomes can take
many different paths or strategies, and each would have their own expense profile.

The suggestion here is that each part of the vision of the church needs to be:-

e “Simple”, - stated in a simple sentence

e “Measurable”, - there is a quantifiable method of measuring where the church is at in
its progress towards achieving the vision stated in the simple sentence

e “Attainable”, - strategies need to be set up so that the church becomes involved in
activities that are designed to achieve the vision stated in the simple sentence

o At this point, many strategies may be set considered, each having their own
expense profile. This is the point where the budget is being set up to support
the vision of the Church

e “Reportable”, - there is a process for the progress of the objective of the simple
sentence to be communicated with the relevant people.

¢ “Time Limited”, - there is a time by which the outcomes of the vision are to be
achieved.
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This “SMART” approach is one way of connecting:-
¢ The vision to the activity of the Church members,

e The creation of “buy-in” from the Church members (e.qg. if the Church members
suggest the strategies that are to be used to achieve the vision, they are more likely to
be involved in the outworking of those strategies). These strategies may not be the first
choice of the Church oversight, but if the strategies have the capacity to work (with
some minor adjustments from the Church oversight) then it would be wisdom to
choose to put them into practice.

e The sensitivity to the monetary constraints necessary to put the vision into practice.

e The Church leadership and member’s ability to see the outcome of their efforts in the
various Church programs.

Budgeting for income

Once the first cut of the budget for expenses has been completed the Church needs to
consider the amount of surplus it considers to be appropriate for the year. This figure is
added onto the total expenses, and becomes the total income required to fund the
operations of the Church for the year.

It is at this point where there is a divide between the anticipated expenses that are to be paid
and the income required to fund the expenses.

The quantum of the income required needs to have a mixture of faith and practicality. In
terms of the faith component, if the church leaders have a “rhema” word from God about the
coming year, then that should be followed. Without this the church should be using a mixture
of what they can believe for and what can be considered as an appropriate practical figure.

Just as the proposed expenses can be examined and planned, so too can the income. The
“SMART” approach shown above can be overlaid across the proposed income just as easily
as it can be used for proposed expenses.

When the income has been considered and appropriately adjusted, the budgeting process
then returns to the expenses component. Where this adjusted income is not supporting the
proposed expenses, the expenses need to be addressed again. Some of the alternative
strategies may have to be employed to control the expenses, or maybe some of the
proposed areas of expenditure will have to be delayed, until there is sufficient income to
support them. If this is to occur, then the “Simple Sentences” of the vision of the Church will
need to be put into a hierarchical order so that there is an agreed order in which they will be
funded.

This process of considering the income and the expenses of the Church continues until there
is agreement between the leaders of the Church as to what they believe is achievable for the
Church.

Once the budget has been agreed to by the senior leadership and the Board, it should be
presented to the Board to be formally adopted. This gives the budget the backing of the body
that is responsible for the financial operations of the Church.

The annual budget can then be divided into monthly budgets, which is then entered into the
budgeting component of the software. This forms the basis of reporting actual income and
expenditure against the budget that has been entered.
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Where a line item is predominantly received, or spent within a particular month of the year,
(e.g. paying the annual insurance bill, or paying the annual dues to the Church’s
headquarters), such budgets can be allocated to the specific month.

Where a line item has been shown by past example that it varies from month to month, there
is justification to vary the monthly budget in accordance with the experience of the past. For
example, if in a particular month 8% of the annual tithes and offerings were received, then it
would be justified to allocate 8% of the new budget to the same month in the budgeted year.
This 8% is calculated by multiplying the annual tithes and offerings by 8 and dividing by 100.

When particular income or expenditure has been allocated to a “Job” or “Class”, this too can
be entered into the software so that reports of actual income and expenditure can be
measured against the budget.

Budgeting for the Balance Sheet

Budgeting for the Balance Sheet follows a very similar process to that of the process of
budgeting for income and expenses.

Each line item of the Balance sheet is taken and the figure that the Church oversight wishes
to see in that line in a year’s time is inserted into that line.

Where there is a change in a value from one year to the next there has to be a strategy or
plan of how that change is to occur. The “SMART” approach shown above when considering
income and expenses can also be used in the balance sheet.

For example, if the Church has a loan from a finance provider and wishes to pay off all or
part of the loan within the next 12 months, it can state this in a simple sentence. This would
be measured by the balance of the loan still outstanding as the year progresses. The
strategy may be to ensure that the monthly payments include a capital repayment
component that will systematically reduce the value of the money owing. This would be
reported to the Church oversight on a regular basis at Board meetings. It is also “time
limited” in that the budgeted loan balance has to be achieved in a year’s time.

The connection between budgeting for the income and expenses, and the budgeting for the
balance sheet, is in what occurs in the Cash Flow of the Church.

As indicated earlier, Cash Flow occurs in three areas
1.From the balance between the income and expenses of the Church
2.From the sale or purchase of assets
3.From the receiving or repayment of loans

Therefore, in budgeting for a Balance Sheet one must always be mindful of the progress of
the Cash Flow of the Church.
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18.Budgeting to Fund specific events

There are times when a Church or Church department wishes to engage in a particular
activity that could be considered as a “Defined Event”, i.e. it is a singular event that will start
and finish. Examples of these could be a:-

e Youth Bus trip
e Kids Carnival

The approach to budgeting for events such as these would be very similar, i.e.
e What are the activities that are to occur during the event

What are the costs of the activities in the event

e How many people are anticipated to attend the event

Will the participants be expected to pay a fee to be involved with this event

Will there be sponsorship from other sources for the event.

Each component needs to be quantified as early as possible in the planning process. This
can be done by:-

¢ Obtaining quotes from different suppliers
e Setting up a registration process so that people commit to attending
¢ Pre-selling tickets

Within the planning stage of such events the leadership of the event needs to come to a
view as to whether or not the event will run at a profit. If the event is anticipated to run at a
loss there needs to be a plan of where the funds will come from to cover the loss. If such
funds are not available, then the event needs to be re-designed so that the loss does not
occur.
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19.Monitoring actual transactions against the
budgeted transactions

It is one thing to set up a budget for a church, but this is meaningless unless there is a
process to monitor what actually occurs against the budget, and then having a capacity to
adjust what is occurring if this is not in line with the Budget.

The software should have the capacity to produce income and expense reports (the software
may call these “Profit and Loss” reports) with a budget analysis.

Traditionally such reports of budget against actual performance show two columns:-
1. The percentage difference between the two
2.The dollar difference between the two

In analysing such reports both these columns need to be considered together.

The Percentage difference between the budgeted performance, and the actual results, will
give an indication of the impact of the difference. Boards, for example, may choose to have a
standing request that whenever a line item has a percentage difference of more than (say)
10% then the Board will need to be given a explanation of why that has occurred, and what
will be the response to bring the line item back into line with the budget — particularly if the
difference is a reduction of income or break-out in expenditure.

The dollar difference between the budgeted performance and the actual results will give an
indication of the difference on the cash position of the Church. Again, there may be a
standing request that whenever a line item has a dollar difference of more than (say) $500
then the Board will require an explanation of why this has occurred, particularly if it is a
reduction of income or an over-spend of expenses.
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Section 4

Reporting the recorded data to the relevant people
and authorities
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20.Reports that are meaningful to Leaders

The following are a group of reports that can (or should be able to be) produced from the
software. Some are a legal requirement to present to the Board (e.g. the Income and
Expense statement as well as the Balance Sheet). The others are management reports to
indicate to the Board that the Church is remaining solvent and has the capacity to pay its
bills when they fall due.

The reports covered in this section will be:-

¢ Income and Expenditure Statement

Balance Sheet

Cash Flow Reports

Cash Position Report

Funding cash commitments over the next month

Departmental reports

Income and Expenditure Statement

The income and expenditure statement will often be called the “Profit and Loss” statement in
the software. Another term that is often used is that of an “Income and Expense Statement”.
These refer to the same thing. The reason for the use of the term “Income and Expenditure
Statement” is that Churches are set up as non-profit organisations, and some people see
that it is a misnomer for a non-profit organisation to be earning a profit. Therefore terms such
as “Income, expenses, surplus, and deficit” are used as replacements for “Income,
expenses, profit, and loss”.

An income and expense statement shows three basic things:-

1.The income the Church has received according to the account numbers in the chart of
accounts. The total income from all sources is shown;

2.The expenses of the Church are shown according to the expense account numbers as
per the Chart of Accounts. Some of these expenses may be sub-totalled according to
specific groupings, e.g. Office Expenses, or Employment expenses. The total of all the
expenses is given;

3. The difference between the income and expenses is shown. If the income is greater
than the expenses, then the Church has received a surplus. If the income is less than
the expenses then the Church has suffered a deficit.

Note: A deficit will occur from time to time in the life of a Church. This is not necessarily a
bad thing, however there must be past surpluses greater than the deficit to support it.
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It is usual for a Board to receive two Profit and Loss Reports at the Board meetings. One will
show the monthly performance, while the other will show the year-to-date performance of the
Church.

Cash or Accrual basis of accounting

Profit and Loss Reports can be produced on a Cash Basis or an Accrual Basis.

When a Church operates on a Cash Basis it only recognised income and expenses when
the cash transfer occurs.

When a Church operates on an Accrual basis it recognises income and expenses when
there is a responsibility to either receive money or pay money out. The responsibility to
receive money would occur when the Church sends out accounts to debtors — people who
owe money to the church. This would occur if the Church sells something to a person, but
the person doesn’t pay for it at the time the sale occurs.

When the Church recognises an expense as soon as it receives a Tax Invoice from a
creditor, which is usually different from the date on which the Church pays the Invoice it is
operating on an Accrual basis.

Software can normally differentiate between these two different types of reports for Profit
and Loss Reports.

Note: The Cash or Accrual basis within the records of the Church are not quite the same as
the preparation of a BAS return, which can be calculated on a Cash or Accrual basis as well.

Whilst the Church may operate on an Accrual basis for its internal operations, it may be
registered with the ATO to report on the BAS under a cash basis. The software the Church
uses should be able to differentiate between these when collating the data for the BAS
return.

Balance Sheet

A Balance Sheet is a snapshot at a point in time, and can be likened to a picture being taken
with a camera. If a person in the photo has closed eyes at the time the photo was taken, this
will be seen in the photo. In the same manner, a Balance Sheet reflects the state of the
accounts of the Church at a point in time when the Balance Sheet is prepared. If at that
moment the Bank Account has $1000 in it, that's what will show on the Balance Sheet, etc.

The Balance Sheet is made up of three parts:-

1. The Assets of the Church, i.e. the things it owns and are shown at the historical
purchase price or official revaluation of when the assets were purchased.

2.The Liabilities of the Church, i.e. the value of things that are owed to people or
organisations that are outside the membership of the Church. Such things will include
bank loans, or wages that have been processed but not paid out to the employees.

3.The Equity of the Church, i.e. the difference between the value of the assets and the
value of the liabilities. The double-entry processes that the software uses will always

115



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

keep these three things aligned in this way. It won’t accept a transaction that would
contravene this.

The Assets of the Church are normally broken down into two parts:-
1.The Current Assets.

Current assets are things that the church owns or are of value to the Church, but are
likely to change in value within the next twelve months. Items that would appear in this
section would be:-

e The balance in the bank account(s);
e The value of any trade debtors — people who owe money to the Church.
2.The Non-current Assets. This is sometimes called the “Fixed” assets.

Non-current assets are normally shown at their historical value. For example, if a block
of land was purchased five years ago for $500,000, it will still be shown in the Balance
Sheet at $500,000 unless there the Church has received an official valuation of the
land. There are accounting processes that allow the Church to record such assets at
their present-day value, but this is beyond the discussion here and rarely used in
Churches.

For a purchase of an asset to be placed in this section it is anticipated that the item
purchased will remain in the possession of the Church for a minimum of twelve months
and remain so for the next twelve months.

Some assets have the potential to increase in value over time, such as land and
buildings, or shares and property investments.

Some assets have the potential to decrease in value whilst they are owned by the
Church. Such assets may be vehicles, furniture, and equipment. The approximate
decrease in value of these will be shown by the process of depreciation. An
explanation of depreciation is given elsewhere in this book. The process of
depreciation is an attempt to show how much of the asset has been used to earn the
income of the Church. This thought differs to the commonly held view that it is an
attempt to show the market value of the asset. The market value will depend on many
factors such as the condition of the asset, the demand for the asset in the market
place, changing technologies, etc and will only be quantified in reality when the asset
is sold.

It is normal to show non-current assets that are expected to decrease in value over
two lines:-

e The original purchase price of the asset

e The total depreciation (called the Accumulated Depreciation) that has been
written off against the asset. This will be a negative figure in the Balance
Sheet;

e The difference between the purchase price and the accumulated depreciation
is normally shown as well.
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The liabilities of the Church are normally shown in two sections:-
1.Current liabilities

Current liabilities are those liabilities that are expected to be paid within the next 12
months. Such things as Trade Creditors and Credit Card balances fall into this section.

This section may also contain a part of an item that was included in the Non-current
section of a previous Balance Sheet. For example, if at the start of the year the Church
owed $100,000 on a mortgage and expects to pay $10,000 of this amount within the
next year, the Current Liabilities would show a value of $10,000 and the Non-current
section would show a value of $90,000. The commercially available software that the
Church is likely to be using may not have the capacity to make this differentiation, so
the whole of the $100,000 is most likely to be shown under the Non-Current Liabilities
section unless there is a General Journal entry to transfer the $10,000 from one
section to the other.

2.Non-current liabilities. Sometimes this is given the title of “Fixed liabilities”

Non-current liabilities are those liabilities that are not expected to be paid within the
next twelve months. Long-term loans such as mortgages fall into this section.

The Equity of the Church — this may also be called “Proprietorship” or “Members Funds”.

Equity is the difference between the net value of the assets and the amount owed in the
liabilities. It also represents the value that the members of the Church have invested in the
Church.

Equity is likely to be recorded over two lines in the Balance Sheet:-

1. The first line will show the surplus (or deficit) that comes from the Income and Expense
Statement.

2.The second line will show the accumulated surpluses from the previous year’s
operations of the Church.

The sum of these two amounts will be shown, and will always equal the net value of the
assets less the liabilities.

A note of warning needs to be included here. If the final equity figure is less than zero the
Board should seek advice from an appropriately qualified, professional person, and the
Church may be operating while insolvent. There are specific laws that come into play when
this occurs.

Cash Flow Reports

Cash Flow reports give great insight into what happens to the cash of the Church over a
period of time. They sit between the Income and Expense Statement and the Balance Sheet.

A Cash Flow Report is organised into three parts:-

A. Cash from the normal operations of the Church (i.e. the normal cash that has been
received as tithes and offerings etc. and the cash that has been used to pay for
expenses). Note: some items in this section may not be related to cash movements
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(for example depreciation of assets, allocating a provision for Long Service Leave)
and so are excluded from this report. This cash is normally called Cash from
Operating Activities.

Cash from Operating Activities is arranged in two parts:-
1. Cash received from income
2. Cash paid out for expenses

B. Cash that relates to the purchase and sale of assets. This is normally referred to as
Cash from Investment Activities.

Cash from Investment Activities is arranged in two parts:-
1. Cash received from the sale of assets
2. Cash paid out to purchase assets

C. Cash that relates to the borrowing of money and the repayment of loans. This does
not include the interest paid on the loans, as interest would be included in the Cash
from Operating Activities. This is normally referred to as Cash from Financing
Activities.

Cash from Financing Activities is arranged in two parts:-
1. Cash received from new loans
2. Cash paid out to repay loans
So the theory is that:-
1. The cash the Church has at the start of the period
Is added to the cash received from the operating activities
Plus the cash received from the sale of investments
Plus the cash received from new loans
Less the cash paid for the expenses of the church
Less the cash paid to purchase new assets

Less the cash paid out to repay loans

© N o o & w D

Equals the cash the Church has at the end of the period, which should be the
amount as shown on a reconciled bank statement.

It may be possible to set up the accounts in the software so that they automatically belong to
one of these three areas. If so, the software will have a Cash Flow Statement as one of the
default reports available.

When reporting the activity of the Church to the Governmental authority under which
legislation the Church has been established, a Cash Flow Statement is to be included.
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Funding cash commitments over the next month

Some Boards require a report that shows the capacity of the Church to meet its financial
commitments over the next month. If the software can’t produce such a report, it needs to be
produced in a spreadsheet outside the software.

Such a report would show:-
1.The reconciled bank balances at the end of the previous month
2.Add the income expected from the budget for the following month
3.Subtract the expenses that are expected to be paid in the following month

4.The sum of these three things will show the forecasted bank balances at the end of the
following month.

Departmental reports

Departmental reports are normally produced at the end of each month for each active
department. The report that normally satisfies the department leader is a print-out of the
relevant accounts from the software for the month.

The first thing that the departmental leader needs to do is to examine each line in the
printout to ensure that each figure has been appropriately allocated to the department. Note:
The figures that are shown in these reports will not include any GST that may have been
included in an original figure. The figure in the report needs to be multiplied by 1.1 to arrive
at the original figure.

Should a departmental leader successfully show that a line item has been inappropriately
allocated to the department, it needs to be re-allocated in the software, and new reports
produced for all departments so affected.

If a departmental leader requires something more than just a print-out of the data in the
software, this needs to be known and set up at the start of the month so that the entries can
be recorded appropriately. The easiest way to arrange such different reports for the
departmental leader is to allocate a job code to each transaction that goes through the
department. A report based on the job code can then be produced for the departmental
leader.

If Departmental reports are required for the Annual General Meeting of the Church the things
that are reported for each department are:-

e The opening cash balance of the Department plus:-
o The funds that were transferred from the Church to support the Department

o The cash the Department raised independently of the Church (e.g. Youth
taking up an offering at one of its meetings

e Equals the total income available to the Department for the year, less:-

o The cash paid out to third parties
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o Less the funds returned to the Church or to other departments (e.g. the Youth
transferring funds to the Missions department)

e Equals the total expenses for the year

The cash balance at the end of the year equals the opening balance plus the income less
the expenses.

A spreadsheet for presenting such a report to the Church’s Annual General Meeting has
been included with this book, and may look like the following diagram. A report for both 10
and 20 departments is given. Instructions on how to complete this report is given in
Appendix G.

Enter your Church's name here

Departmental Report for year ending Enter the end of year date here
Ladies . Children's Missions Building
Dept Mens’ Dept Dept Youth Dept Dept Fund
Opening Balance $300.00 $150.00{ $545.00 $2,316.00 $594.00] $76,342.00 $0.00
Income
Transfers from Church
or other departments $600.00 $500.00
Cash receipts $1,527.90 $30.00] $322.95 $19.40 $4,218.00( $4,981.48
Total Income $1,527.90 $30.00] $922.95 $19.40 $4,718.00 $4,981.48 $0.00 $0.00 $0.00 $0.00
Expenses
Transfers to Church or
other departments $500.00
Cash Payments $256.00 $0.00| $1,245.00 $183.85 $4,110.00| $1,578.02
Total Expenses $256.00 $0.00| $1,245.00 $683.85 $4,110.00] $1,578.02 $0.00 $0.00 $0.00 $0.00
Closing balance $1,671.90 $180.00f $222.95 $2,151.55| $1,202.00| $79,745.46 $0.00 $0.00 $0.00 $0.00

Cash Position Report

The Cash Position Report that is advocated here is one that won’t be found in any
accounting text, but experience has shown that when the senior management team
understands what is in this report, and how it can be used as a tool for the overall cash
management of the Church, it becomes the major tool that is used. Where this has been
introduced to churches, the senior management team continually ask for it to be produced.

The Cash Position Report is a one-page document that is divided down the middle and has
four major components:-

1.Headings showing the name of the Church and the date on which the report is
produced.

2.The left hand side shows the cash that the Church either has, or can lay claim to

3.The right hand side shows the cash the Church has an established responsibility to
pay

4.The bottom of the sheet shows “The Bottom Line”, where the difference between the
two sides is shown. If the cash on the left hand side (cash the church can lay claim to)
is greater than the right hand side, the Church has a cash surplus at that point in time.
It is unencumbered money that the Church can use without interfering with those
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things where the Church has a responsibility to pay. If the “Bottom Line” is negative,
i.e. the cash available to the Church is less than the cash the Church has a
responsibility to pay the Church will have a cash deficit.

A spreadsheet containing a Cash Position Report, that a church may use, is given with the
purchase of this book. Appendix E contains details on how to customise this for the
individual Church and produce the report. Once this is individualised it takes only a couple of
minutes to produce this report.

A more detailed explanation of what is contained in the Cash
Position Report

The Cash to which the Church can lay claim to can cover several areas, such as:-
1.Reconciled bank account and Credit Card balances
2.Petty cash floats

3.GST that has been paid out — this is the Church’s money, but is theoretically in the
Government’s bank account until the Church claims it back on the next BAS

The cash which the Church has a responsibility to pay is displayed in three boxes:-
1.The cash that the Church may have to pay out quickly:-

The balance of money that each department has within the Church’s accounts falls
into this box. It is foreseeable that a departmental leader can expect to have the
responsibility and authority to operate the department, within the overall guidelines
set by the Board. This could include the authorisation of payment of departmental
expenses. Whilst it is most improbable that all departments will want all their money
on the one day, the possibility that a departmental leader will want access to the
department’s money at any time is very real.

2.The cash the Church is expected to pay out, but there is a delay in this payment:-
The amounts shown in this box will include things such as:-

e The GST that has been collected on sales that include GST, but which will
stay in the Church’s bank account until the next BAS is sent to the ATO

e The superannuation that is payable on employees’ wages

e The tax that has been deducted from employees’ wages, but which won'’t be
paid out until the next BAS is sent to the ATO

e The provisions that have been set aside for things such as Long Service
Leave and Annual Leave

e (Cash that the church is setting aside to cover future payments:-

o This section is a very important part — it is often the only place where a
consistent accumulation of money can occur within the records of the
Church to pay for some future large acquisition or expense. Some
churches achieve this by setting up separate bank accounts to ‘save’ this
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money, but with this component in the Cash Position Report the second
bank account is not needed.

o The replacement of assets. It is argued here, that it is appropriate for the
Church to ‘cash up’ its depreciation, i.e. as depreciation is recorded in the
Income and Expenditure Statement; it is matched by actual cash that can
be used to replace the asset at a future date. It is recognised here that
while an old asset will probably never be replaced by an exactly
comparable asset, the process of cashing up depreciation allows the
Church to have some money available to pay for whatever the new asset
may be.

Should a church not cash up their depreciation, then the total cost of the
new asset has to be found in the year in which the asset is replaced. This
can have major implications on the Church’s capacity to fulfil its vision in
that particular year.

o Major bills that occur in a particular month, e.g. annual insurance bills

o This section is an important section that allows a church to ‘save up’ for a
future expenditure

3.The cash that is in the Church’s bank account, but doesn’t belong to the Church.

This is normally the fringe benefit component of employee’s wages that has not been
paid out to a third party on behalf of the employee.

See Appendix E for an explanation on how to customise the Cash Position Report that is
provided with this book to the circumstances of your local church.

Business Activity Statement

The Business Activity Statement (BAS) is the report that the Church uses to report some of
the activity of the Church to the Australian Taxation office (ATO). Within a Church context
this is generally limited to reporting:-

e The GST that has been collected in funds received,
e The GST that has been paid out to suppliers of goods and services, and
¢ The tax deducted from employees’ wages.

Before the software can be used to give the report required, the basic background data of
how the report is to be constructed needs to be set up. This may look like the following, but
should be customised to the local Church’s circumstances:-
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& BAS Information
Set Up Activity Statemnent

Goods and Services Tax

GST reparting frequency: | Cuarterly Calculation Methad: | Calculation wark sheet -
G5T accounting basiz | Cazh [ | Use the Simplified &ccounting Method

G5T option: | Option 1 |

I~ I Claim Fuel Tax Credits

PAYG Instalments

Instalment reparting frequency: || Mot registered |

PAYG Withholdings WET/LCT/FBT
withholding reporting frequency: |E!uarter|_l.J [gmall withholder] | [~ | have FET,"WET or LCT obiigations

Help F1

The Church is probably not registered for Pay as you go (PAYG) Instalments. This is used
by business where it can calculate the tax that owes on the profits made by the business.
When the Church is registered as an Income Tax Exempt Charity, no tax is payable by the
Church on any surplus it makes.

The PAYG Withholdings relates to the tax that has been deducted from employees’ wages
and which has to be forwarded to the ATO with each BAS return.

When using the chosen software to summarise the figures that should be put onto the BAS
return the software may produce a page that looks (in part) like the following:-
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GST worksheet for BAS Tex period |1 Jan 2010 to 31 Mar 2010
Calculation warksheet

MName |Y0ur Church |

GST amounts you owe the ATO from sales

Total gales [including any GST) m $|:| Setup

T @[ sew|
rput e sl el el
5| G2+63+64 66 | $|:|
i el ]
Adjustments (if applicable] ﬂ $|:|

Total zales subject to GST after adjustmerts a8 | g I:I
(GE + G7]
G5T on sales [GS divided by eleven) Go $|:|

GST amounts the ATO owes you from purchases

w

4

7]
-1

17
-}

elz|lzle|lzlzze

w

an | Capital purchases Aanl . o | j

At various points in such software there will be opportunity to set up the figures that are to be
included. This is generally achieved by clicking on the word “Setup” and then selecting the
appropriate GST codes that are to be included in this window. When clicking on the “Setup”
icon a screen such as the following may appear. Select the GST codes that are appropriate.

& Field Setup

51 - Total sales (including any GST)

Dezcription Amount 12
Capital Acquizitions

Goods & Services Tax $405.90
G5T Free $0.00
Mot Reportable 340590
G5T onwine Equalization Tax

Mo ABM ‘Withholding

YWoluntan wWithholdings

Total G1

Cancel

The Worksheet also shows other codes down the left hand side from G1 to G20.
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G1 (Note: The numbers in this list may change).
This field is used to record the gross sales and any other income earned by your church.

This figure includes any GST you have collected and includes any amounts shown at G2,
G3 and G4.

Do not include:

e salary and wages and other employment income

e pensions, annuities, and so on

« amounts received from a hobby

e any amounts you receive from private sales—for example, the sale of your private
residence or an item of household furniture used only for domestic purposes

o trust and partnership distributions dividends

« capital subscriptions—for example, amounts received by a company for shares
issued

* loans received

G2

This field is used to record your export sales, which are GST-free.

Complete G2 only if you have made export sales in the course of your business. All amounts
included in G2 must also be included in G1.

If you don’t already have a tax code set up in your Tax Code list to track export sales, we
recommend that you create one.

G3

This field is used to record any GST-free sales you have made other than export sales. All
amounts included in this field must also be included in G1.

Examples of GST-free supplies include:
« Fresh food produce

* Many medical services and products
* Many educational courses

G4

This field is used to record any sales of input taxed supplies you have made. All amounts
included at G4 must also be included at G1.

Input taxed supplies are supplies on which no GST is added to the final selling price.
Businesses might pay GST when purchasing their supplies but they cannot claim an Input
Tax credit for this GST paid.

Examples of Input Taxed Supplies are:

¢ Residential rents
e Unit trusts
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G5

This field automatically calculates the total GST-free and input taxed supplies for you by
adding the totals in fields G2, G3 and G4.

G6

This field calculates the total taxable sales by subtracting the total in G5 from the amount in
G1.

G7

This field is used to record any adjustments you want to make to the GST you have
collected. This includes discounts, rebates and refunds.

G8
This field calculates the total taxable supplies after adjustments by adding the totals in G6
and G7 and displaying the total in G8.

G9

This field calculates the total GST payable for the current reporting period by dividing the
total in G8 by eleven.

G10

This field is used to record the acquisition of capital items for use in the Church.

G111

This area relates to input tax credits of non-capital items.

G12
This field calculates your total purchases for the reporting period by adding G10 and G11.

G13

This field is used to record any expenses that relate to making input taxed sales.

Gi14

This is where you include amounts for purchases, where the supply to you is not a taxable
supply and, therefore, no GST is included in the price charged by the supplier. The Church’s
GST-free purchases should be recorded here.

G15

If you include an amount for a purchase at G10 or G11 and, at the time you made the
purchase or incurred the expense, you planned to use the product or service partly for
private or domestic purposes, you need to include an amount at G15. The amount you
include at G15 is the part of the payment relating to the planned private or domestic use.

G16

Non-creditable purchases are purchases the Church has made that are not entitled to an
input tax credit.

This field calculates the total non-creditable acquisitions by adding G13, G14 and G15. This
total is then displayed in the G16 field.
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G17

Creditable acquisitions are purchases that you have made for which you are entitled to an
input tax credit.

This field subtracts G16 from G12 to calculate the total of your creditable acquisitions in this
field. This total is then displayed in G17.

G18

Purchase returns and other input tax credit adjustments can be allocated here.

G19
This field calculates this value by adding G17 and G18.

G20

This field displays your total GST on purchases for the current tax reporting period.

G21

This field needs to be completed if you are using GST Option 3. This field is used to record
the GST instalment amount you were advised to pay by the ATO. If applicable, this amount
includes any wine equalisation tax or luxury car tax.

G22

If you choose to vary the GST instalment amount entered at G21, record your estimated net
GST for the year in this field. (If you complete field G22, you must also complete fields G23
and G24.)

G23
If you choose to vary the GST instalment amount at G21, use this field to record the varied
amount for the quarter.

This amount needs to be copied to field 1A in the BAS summary section.

G24

If you have specified a new instalment amount in G23, you must enter a reason for varying
your instalment amount in G24.

T1

This field is used to record your total instalment income if your organisation pays tax on its
profits. Your instalment income is usually your gross income, exclusive of GST, for the
relevant reporting period.

12

5py the Commissioner’s instalment rate to the T2 field. This rate will be printed on your
activity statement or in the electronic BAS.

13
You can vary your instalment rate if you believe the existing rate will result in you overpaying
your income tax for the year.

T4

You need to specify a reason code for variation in one of the following instances:
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¢ If you are completing the annual IAS and varied the ATO instalment amount at T5 (by
entering an amount in T6).

* If you are completing the quarterly BAS using Option 1 and varied the ATO
instalment amount at T7 (by completing fields T8 and T9).

« If you are completing the quarterly BAS using Option 2 and varied the
Commissioner’s rate at T2 (by entering a new rate in T3).

The ATO supplies a list of acceptable reasons for varying the instalment rate. Select a
reason from the list at T4.

See ATO documentation for more information about these codes.

17

The field is used to record the PAYG instalment amount the ATO has calculated for you to
pay for the quarter. If you entered this amount in the BAS Information window, it appears
here automatically.

You can either:

. use this amount, or

. specify another amount by completing fields T8, T9 and T4.

18

You can vary the ATO instalment amount, if you believe the existing amount will result in you
overpaying your income tax for the year.

If you complete this field, you should also complete T9 and T4.

19
This field requires you to enter your varied tax amount for the quarter. Refer to the
Instalment Activity Instructions for instructions on how to work out this amount.

1

The value in this field is calculated by multiplying the PAYG instalment amount at T1 by the
Commissioner’s rate/ATO instalment rate at T2 or, if you chose to vary it, the new varied rate
at T3.

The amount in this field will appear in field 5A.

1A

If you are reporting GST either monthly or quarterly (using Option 1 or Option 2), this field
displays the total Goods and Services Tax payable amount, based on the information you
entered in fields G1 to G9 on the GST worksheet.

If you are reporting GST quarterly using Option 3, this field displays the ATO instalment
amount entered in field G21.

1B

If you are reporting GST monthly or quarterly (using Option 1 or Option 2) this field displays
the total credit for Goods and Services Tax that you have paid. BASIlink automatically
displays this amount when you complete the GST worksheet.

If you are reporting GST quarterly using Option 3, this field should be left blank.
128



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

4

This is the total amount of PAYG tax you have withheld from all payments of wages to
employees.

5A

This field is used to record your total PAYG instalment amount of tax on the taxable income
of the organisation.

5B

This field is used to record a credit adjustment for previous income tax instalments. Only
complete this field if you have varied the ATO instalment amount, or the Commissioner’s
rate, and it results in a refund, as at this period.

7

This field relates to companies that are liable to pay deferred instalments under the company
or fund instalment system.

8A

This is the amount you owe the ATO for the current reporting period.

8B

This is the amount the ATO owes you.

9

A positive figure at field 9 is the amount of tax you need to remit to the ATO by the payment
due date printed on your activity statement.

A negative figure at 9 is the refund amount you are due. The ATO will credit this amount to
your nominated financial institution within 14 days of you lodging your activity statement, if
you do not have any other outstanding tax debts or notifications.

Wi1

This field is used to record the total salaries, wages and other payments you have paid your
employees and others. This includes gross wages where an employee may have remained
below the tax-free threshold.

w2

Include here the amount you withheld from the payments at W1. This will normally be the
income tax deductions on salaries and wages paid to employees, voluntary withholdings and
any other special payments.

w3

This field is used to record other amounts withheld by you—for example, you can withhold
amounts from investors’ distributions where they failed to provide their Tax File Number. The
withholding rate is made at the top marginal rate, plus the Medicare levy.

w4

Under the GST legislation, businesses that fail to quote their ABN on invoices of more than
$50 can expect nearly half of the due payment to be withheld by their customers. The
amount to be withheld is calculated at the top marginal rate plus the Medicare levy. Include
the amount you have withheld at W4.
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W5
This field calculates the total amount withheld by adding the totals in fields W2, W3 and W4.

Supporting documentation for the BAS
The values that are displayed in the BAS return should always be supported by other reports
that can be produced from the software. For example

* Always produce an employment activity statement for the period. Such a statement
will show the total wages paid as well as the tax that has been deducted from those
total wages. The report will also show other data such as deduction that have been
taken from the wages and the superannuation that is an employer expense that has
to be paid on behalf of each employee. The totals of these should be the same as the
figures produced by the BAS module of the software.

* Always produce a GST activity statement that shows the transactions that had no
GST in them, the transactions that were GST free and the transactions that
contained GST. The total of the GST paid and the GST collected should be the same
as that produced by the BAS module of the software. If there is a discrepancy here it
needs to be reconciled before the BAS return is submitted.

When the Church has concerns as to whether or not the BAS it plans to submit to the ATO is
correct or not, the Church should have an appropriately qualified, registered practitioner
check the BAS return for accuracy.
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21.Setting Funds aside for future expenditure

There are several methods of setting funds aside for future expenditure, particularly if the
anticipated expenditure will be abnormally large for the Church. Such future expenditure may
be:-

Asset purchase / replacement

Long Service Leave

Once-off, annual large expenditure (e.g. the annual insurance bill, or the annual
remittance of a percentage of the tithes and offerings to the Church’s State or National
Head Office.

Accumulated Holiday Leave
¢ Fringe benefits
Two methods of setting such funds aside are:-
1. Setting up a separate banking account or investment account for such payments

2.Using the “Cash Position Report” to automatically accumulate appropriate funds on a
weekly basis.

Setting up a separate banking account or investment account for

such payments

It is not advocated that multiple bank accounts be set up for every single item that the church
may see a need to set funds aside for. A maximum of one such account should be sufficient,
and should be one that attracts an interest rate return. Cash Management Accounts fall into
such a category.

The Church sets a policy of setting a particular amount of money aside on a weekly basis for
all the things it wishes to fund, and then has an automatic transfer of such funds transferred
to the investment account. When the funds are needed for the purpose for which they have
been accumulated, the funds are returned to the operating bank account.

Using the “Cash Position Report” to automatically accumulate
appropriate funds

Using the Cash Position Report to automatically accumulate funds for particular projects is
an alternative (and preferred) way of recording this. The Church may still have an investment
account as discussed above, but there will be times when the Church is holding cash that is
not going to be used for a season (say a month), so the amount that will be held in the
operating bank account will be the result of the following calculation:-

Anticipated tithes and offerings to be received over the next month

Less the cash expenses to be paid out over the next month

Plus or minus such additional amount of money to keep the operating bank account
with a positive balance throughout the month

131



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

Anything in excess of this can be transferred to the investment account. This means that the
balance of the investment account could easily be greater (therefore earning more interest)
than only using the investment account for anticipated future expenditure.

By using the Cash Position Report one can see on a regular basis how much of the cash the
church has set aside for targeted expenses in the future. The issue the first-time user of the
Cash Position Report has to come to grips with is that the total of the cash available to the
Church is shown on the left hand side. Any parts of where the cash is stored can be called
upon to pay for any of the items listed on the right-hand-side of the sheet.

This report has the capacity to increase or decrease the amount that is being set aside for a
range of projects, and can easily be adjusted for those times when cash is used from these
accumulated funds for the purpose for which they money was set aside.

See Appendix E for further instructions on how this can be done in a very simple and
practical way.
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22.Delegating responsibility for specific
income and expenditure

The concept of delegating responsibility for specific line items in the Church Budget, to
particular people, can spread the work-load and make the management of the whole church
much easier.

For example, the maintenance of the Church can be assigned to one individual, and this
individual will know the total expenditure that the Board has approved in the budget for
expenditure on maintenance. This person may also have a part to play in the development of
the budget for maintenance, but that is an internal matter for the Church.

Any maintenance items that need to be done would be coordinated by that person, and the
person would have the choice on how the maintenance will be carried out (e.g. by the use of
volunteers, calling in tradesmen, etc. By doing this the maintenance person makes sure that
the necessary work gets done, and also that the costs of such work do not exceed the
budget allowed.

When a person is given the delegated responsibility for a particular expense component of
the Church budget, the person must also be given an appropriate means of controlling that
expenditure as well as a method of measuring the progression of the expenditure. The
person is entitled to:-

¢ A system of monitoring and authorising the expenses before the expense has been
incurred and there is a responsibility to pay the expense

¢ Should always be entitled to sign and authorise any payments that are to be made out
of the expense line. This person should not be a cheque signatory.

¢ Regular reports on the progression of the expense area

How these points might be put into practice could be in the use of the photocopier. Some
photocopiers have the capacity to log the use by particular departments or particular people.
A code for each department or person must be entered before any printing or photocopying
can be done. The usage against each code can then be retrieved and the costs
appropriately apportioned (and retrieved).

Other costs such as the purchase of the photocopier paper at competitive prices would also
be given to the person responsible for this budget line.

Similar delegation would be given to departmental leaders for their departments. Each
department would be required to operate within the funds the department can raise and any
allocation given to the department from other Church funds.

In a similar manner, responsibility for income line items can be given to individuals, e.g. the
cash received for the Church’s missions programs.

In the final scenario, the responsibility for the whole budget lies with the person delegated by
the Board for this. This person is the one who has the final responsibility for the
management of the Church, which is normally the Senior Pastor.
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Section 5

Appendices
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Appendix A

the comments given here are appropriate for the Church.

Details of the Chart of accounts

Your Christian Church

Your Street
Your Town

Account | Account Name

number

1-0000 Assets

1-1000 Current Assets | This is a header account. No entries are made to this account

number.

1-1110 Cheque Account | Debit this account with all deposits into the bank.

Credit this account with all withdrawals from the bank.

1-1120 Payroll Clearing | Debit this account with the cash component of an employee’s
Account wage when it is actually paid.

Credit this account with the cash component of an employee’s
wage that is to be paid out to the employee. The software will
do this automatically after the initial setup of the software.

1-1150 Investment Debit this account with any amount placed into an investment,
Account including interest if this is reinvested into this account.

Credit this account with any amount withdrawn from the
investment.

This account needs to be designated as a “Bank” account in the
software so that it can be reconciled when statements are
received.

1-1160 Building fund Debit this account with any money deposited into an investment
Investment account that contains funds for a specific project, in this case,
account funds collected for a future building fund.

Credit this account with any amount withdrawn from this
account.

This account needs to be designated as a “Bank” account in the
software so that it can be reconciled when statements are
received.

1-1170 Petty Cash Debit this account with any increase in the Petty Cash Float.

Credit this account with any decrease in the Petty Cash Float.

1-1180 Undeposited Debit this account with cash that is being accumulated from a

Funds range of sources and will be grouped together to make a single
deposit into the bank account.
Credit this account with the amount of the deposit that is made
to the bank account. This is to be the figure that will appear on
the bank statement.

1-1190 Electronic Debit this account with the funds that are electronically
Clearing transferred to a third party.

Account
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Credit this account with the funds that are to be transferred to a
third party. The software will do this automatically.

1-2000 Trade Debtors Debit this account with any increase in the funds owed to the
Church by trade debtors. The software will do this
automatically.

Credit this account with payments received from trade debtors.
The software will do this automatically.

1-1300 Investments This is a header account. No entries are made to this account
number.

1-1310 Shares Debit this account with the cash paid for the purchase of
shares.

Credit this account with the cash received from the sale of
share. See later notes on handling a profit or loss on the sale of
shares.

1-1320 Bonds Debit this account with the purchase value of any bonds the
Church purchases.

Credit this account with the value of any bonds the church
redeems.

1-1330 Fixed Interest Debit this account with any funds placed into a fixed interest

Investments investment.
Credit this account with any funds withdrawn from a fixed
interest investment.

1-3000 Non Current This is a header account. No entries are made to this account

Assets number.

1-3010 Land and Debit this account with the amount paid for the purchase of land

Buildings and buildings. Included in this will be the fees that must be paid
as part of the purchase process, e.g. solicitor’s fees, valuation
fees.
Credit this account with the sale of any land and buildings. The
value to be used here is the initial purchase price (or
revaluation value if the land and buildings have been officially
valued and the adjusted value has been recorded in the
accounts) of the land or buildings.
See later notes on accounting for a profit or loss on the sale of
the land and buildings.

1-3015 Accumulated Debit this account at the time of the disposal of land and

Depreciation buildings. Debit it with the total amount of depreciation that has
Land and been written off the value of the asset. See the later notes on
Buildings sale of assets.
Credit this account with the increase in depreciation allocated to
the land and buildings.
See later notes on the depreciation of assets
1-3020 Plant & Debit this account with the purchase price of plant and

Equipment at
cost

equipment. Included in this any costs that were paid to get the
plant and equipment into operational order, for example, costs
of assembly and installing the plant and equipment on site.

Credit this account at the time of sale or disposal of plant and
equipment. The value to be used here is the original purchase
price of the plant and equipment.

See later notes on the sale or disposal of assets.
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1-3025

Accumulated
Depreciation
Plant &
Equipment

Debit this account at the time of the disposal of the particular
item of plant and equipment. The value to be debited is the total
depreciation value that has been written off this in the
depreciation schedule.

Credit this account with the increase in depreciation allocated to
plant and equipment.

See later notes on the depreciation of assets.

1-3030

Furniture &
Fixtures at Cost

Debit this account with the purchase price of furniture and
fixtures. Included in this any costs that were paid to get the
furniture and fixtures into operational order, for example, costs
of assembly and installing any fixtures.

Credit this account at the time of sale or disposal of furniture
and fixtures. The value to be used here is the original purchase
price of the furniture and fixtures.

See later notes on the sale or disposal of assets.

1-3035

Accumulated
Depreciation
Furniture &
Fixtures

Debit this account at the time of the disposal of the particular
item of furniture and fixtures. The value to be debited is the total
depreciation value that has been written off this in the
depreciation schedule.

Credit this account with the increase in depreciation allocated
furniture and fixtures.

See later notes on the depreciation of assets.

1-3040

Vehicles

Debit this account with the purchase price of vehicles. Included
in this are any costs that were paid to get the vehicles into
operational order, for example, costs of sign writing.

Credit this account at the time of sale or disposal of vehicles.
The value to be used here is the original purchase price of the
vehicles.

See later notes on the sale or disposal of assets.

1-3045

Accumulated
Depreciation of
Vehicles

Debit this account at the time of the disposal of the vehicle. The
value to be debited is the total depreciation value that has been
written off this in the depreciation schedule.

Credit this account with the increase in depreciation allocated
vehicles.

See later notes on the depreciation of assets.

2-0000

Liabilities

This is a header account. No entries are made to this account
number.

2-1000

Current
Liabilities

This is a header account. No entries are made to this account
number.

2-1100

Credit Card

This account should be set up as a “bank” account so that it
can be reconciled against the statements.
Debit this account with any payments made off the credit card.

Credit this account with any purchases that are made when
using the credit card.

2-1200

Trade Creditors

Debit this account with the amounts paid to creditors. The
software will do this automatically.
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Credit this account with amounts owed to trade creditors. The
software will do this automatically.

2-1310

GST Collected

Debit this account with amounts paid to the ATO through the
BAS.

Credit this account with the Goods and Services Tax (GST)
received from sales that include the GST. Only do this if the
Church is registered for GST. The software will record this
automatically. If one is uncertain as to what sales will contain
GST consult an appropriately qualified registered person who
can give advice on GST.

2-1330

GST Paid

Debit this account with the GST contained in purchases that
contain GST. Only do this if the Church is registered for GST
and the tax invoice received shows a separate value of GST or
states “GST Included”. The software will do this automatically.

Credit this account with the GST that is refunded to the Church
by the ATO after the BAS is submitted to the ATO.

2-1380

ABN
Withholdings
Payable

Debit this account with the payments made to the ATO of the
amounts withheld from a payment to a third party who does not
have an Australian Business Number.

Credit this account with the amount withheld from a payment to
a third party if that third party does not have an Australian
Business Number. Consult an appropriately qualified and
registered professional person if one is unsure of when such
amounts should be withheld.

2-1390

Luxury Car Tax
Payable

Debit this account with the amount paid to the ATO for the
luxury car tax payable on the purchase of a luxury car.

Credit this account with the amount of the luxury Car tax in the
purchase price of a luxury car. The software ill do this
automatically.

2-1400

Payroll
Liabilities

This is a header account. No entries are made to this account
number.

2-1410

Payroll Accruals
Payable

Debit this account with the amount of any payment made of
money withheld from an employee’s pay. For example, if union
fees are deducted from an employee’s pay, pay such fees from
this account.

Credit this account with any amounts withheld from an
employee’s pay, such as the Union fees example above. This
will be done automatically by the software when the deduction
has been set up correctly in the payroll section of the software.

2-1420

PAYG
Withholding
Payable

Debit this account with the amount of tax that is being
forwarded to the ATO on the BAS. The amount of this will be
the tax that has been deducted from an employee’s pay as part
of the payroll process.

Credit this account with the tax that has been deducted from an
employee’s pay. The software will do this automatically.

2-1430

Superannuation
Payable

Debit this account with the superannuation that is paid to a
superannuation fund on behalf of an employee.

Credit this account with the value of the superannuation that is
payable on an employee’s salary. The software will do this
automatically.
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2-1440

Fringe Benefits
(Employee's
name)

Debit this account with the amount paid to a third party that the
employee has authorised.

Credit this account with the Fringe Benefit component of an
employee’s pay. The software will do this automatically.

2-1450

Provision for
Long Service
Leave

Debit this account with any Long Service Leave paid to an
employee.

Credit this account with the funds being set aside for future
Long Service Leave payment. See later notes on the
calculation of what funds should be set aside.

2-2000

Non-current
Liabilities

This is a header account. No entries are made to this account
number.

2-2100

Mortgage Loans

Debit this account with the repayment of the principal of loans
(do not include any interest payments on the loan in this
account).

Credit this account with the total of mortgage loans received.

2-2200

Bank Loans

Debit this account with the repayment of the principal of loans.
Do not include any interest paid on the loans in this account.

Credit this account with loans received by the church.

Equity

This is a header account. No entries are made to this account
number.

Department
funds

This is a header account. No entries are made to this account
number.

Ladies’ Ministry

Debit this account with any amount paid out on behalf of
Ladies’ Ministry. The amounts shown here will not include GST
if the Church is registered for GST.

Credit this account with any funds received for Ladies Ministry.

See the later notes on receipting income for how to do this.

3-4200

Mens’ Ministry

Debit this account with any amount paid out on behalf of Mens’
Ministry. The amounts shown here will not include GST if the
Church is registered for GST.

Credit this account with any funds received for Mens’ Ministry.

See the later notes on receipting income for how to do this.

3-4300

Childrens’
ministry

Debit this account with any amount paid out on behalf of
Childrens’ Ministry. The amounts shown here will not include
GST if the Church is registered for GST.

Credit this account with any funds received for Childrens’
Ministry.

See the later notes on receipting income for how to do this.

3-4400

Youth Ministry

Debit this account with any amount paid out on behalf of Youth
Ministry. The amounts shown here will not include GST if the
Church is registered for GST.

Credit this account with any funds received for Youth Ministry.

See the later notes on receipting income for how to do this.

3-4500

Missions

Debit this account with any amount paid out on behalf of
Missions. The amounts shown here will not include GST if the
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Church is registered for GST.
Credit this account with any funds received for Missions.

See the later notes on receipting income for how to do this.

3-4600 Building fund Debit this account with any amount paid out for a Building
Program. The amounts shown here will not include GST if the
Church is registered for GST. See later notes on keeping the
records for payments made from the Building Fund.

Credit this account with any funds received for the Building
Fund.

See the later notes on receipting income for how to do this.

3-4700 Events Debit this account with any amount paid out for Events. The
amounts shown here will not include GST if the Church is
registered for GST.

Credit this account with any funds received for Events.

See the later notes on receipting income for how to do this.

3-8000 Retained Debits to this account will be done automatically by the
Earnings software. Only do a manual entry to this account on the advice
of an appropriately qualified, registered professional. If this
account has a debit balance seek advice from an appropriately
qualified, registered professional. It would indicate on a first
glance that the Church is insolvent and possibly needs to be
wound up under the requirements of the law under which the
Church is established.

Credits to this account will be done automatically by the
software. Only do a manual entry to this account on the advice
of an appropriately qualified, registered professional. A credit
balance will be the total of all operating profits made by the
Church.

3-9000 Current Year Debits to this account will be done automatically by the
Surplus/Deficit software. Only do a manual entry to this account on the advice
of an appropriately qualified, registered professional. A debit to
this account will be the value of an operating loss of the
Church.

Credits to this account will be done automatically by the
software. Only do a manual entry to this account on the advice
of an appropriately qualified, registered professional. A credit to
this account will be the value of the operating profit of the

Church.
3-9999 Historical Debits to this account will be done automatically by the
Balancing software. Only do a manual entry to this account on the advice

of an appropriately qualified, registered professional.

Credits to this account will be done automatically by the
software. Only do a manual entry to this account on the advice
of an appropriately qualified, registered professional.

4-0000 Income This is a header account. No entries are made to this account
number.
4-1000 Tithes Debit this account with any refund of tithes and offerings or if an

amount has been recorded here as income but should have
been recorded under a different income heading.
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Credit this account with tithes and offerings received. The
software will do this automatically when using the “Receive
Money” module.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-1100 Donations Debit this account with any refund of donations or if an amount
has been recorded here as income but should have been
recorded under a different income heading.

Credit this account with donations received that are not tithes
and offerings. The software will do this automatically when
using the “Receive Money” module.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-1200 Interest income Debit this account if an amount has been recorded here as
income but should have been recorded under a different
income heading.

Credit this account with interest received from investments. The
software will do this automatically when using the “Receive
Money” module.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-1300 CD / Sales of Debit this account with any refund of sales of CDs or DVDs if
products an amount has been recorded here as income but should have
been recorded under a different income heading.

Credit this account with the sale value of CDs and DVDs. Note
that the sale of such products may contain GST that needs to
be forwarded to the ATO on the next BAS. This account will
show the amount net of GST. The GST component will be
stored in account”2-1310 GST Collected”. Consult an
appropriately qualified, registered professional if one is unsure
of the GST status of products being sold. The software will do
this automatically when using the “Receive Money” module.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-1400 Sales, Drinks Debit this account with any refund of sales of drinks or other
etc products if an amount has been recorded here as income but
should have been recorded under a different income heading.

Credit this account with the sale value of drinks or other
products. Note that the sale of such products may contain GST
that needs to be forwarded to the ATO on the next BAS. This
account will show the amount net of GST. The GST component
will be stored in account”2-1310 GST Collected”. Consult an
appropriately qualified, registered professional if one is unsure
of the GST status of products being sold. The software will do
this automatically when using the “Receive Money” module.
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The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-1500 Miscellaneous Debit this account with any refund of miscellaneous income or if
Income an amount has been recorded here as income, but should have
been recorded under a different income heading.

Credit this account with miscellaneous income received. Note:
this account should be used sparingly. If it is being used
regularly then it may be appropriate to create a separate
income account for income that is of a like nature, but which is
not appropriate to record in any of the above accounts. The
software will do this automatically when using the “Receive
Money” module.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-4000 Departmental This is a header account. No entries are made to this account
income number.

4-4100 Ladies Ministry | Dehbit this account with any refund of Ladies’ Ministry income or
if an amount has been recorded here as income but should
have been recorded under a different income heading.

Credit this account with funds received that are designated for
Ladies’ Ministries. The Credit balance of this account will be
transferred automatically by the software when the accounts
are “Rolled over” (or a new Financial Year started) after an

audit.
4-4200 Men’s Ministry Debit this account with any refund of Mens’ Ministry income or if
income an amount has been recorded here as income but should have

been recorded under a different income heading.

Credit this account with funds received that are designated for
Mens’ Ministries.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-4300 Children’s Debit this account with any refund of Childrens’ Ministry income
ministry or if an amount has been recorded here as income, but should
have been recorded under a different income heading.

Credit this account with funds received that are designated for
Childrens’ Ministries.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-4400 Youth Income Debit this account with any refund of Youth income or if an
amount has been recorded here as income but should have
been recorded under a different income heading.

Credit this account with funds received that are designated for
Youth Ministries.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

142



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

4-4500 Missions’ Debit this account with any refund of Missions’ income or if an
income amount has been recorded here as income but should have
been recorded under a different income heading.

Credit this account with funds received that are designated for
Missions.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-4600 Building Fund Debit this account with any refund of Building Fund income or if
Income an amount has been recorded here as income but should have
been recorded under a different income heading.

Credit this account with funds received that are designated for a
Building Fund.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

4-4700 Events Debit this account with any refund of Events’ income or if an
amount has been recorded here as income but should have
been recorded under a different income heading.

Credit this account with funds received that are designated for
Events.

The Credit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

6-0000 Expenses This is a header account. No entries are made to this account
number.
6-1000 Accountancy Debit this account with the cost of accountancy amount paid.
fees Note: the GST component in the amount paid will be recorded

in account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1010 Advertising Debit this account with the cost of advertising paid. Note: the
GST component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.
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6-1020 Bank Fees Debit this account with the cost of bank fees paid. Note: Bank
fees normally don’t contain GST, but if they do, the GST
component in the amount paid will be recorded in account “2-
1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

This account is also used to record the balancing figure of a
BAS payment or BAS refund. The BAS return only works with
whole dollars, and the balancing cents on this return can be
allocated to this account.

6-1030 Camps Debit this account with the cost of camp fees paid. Note: The
GST component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1040 Children’s Debit this account with the Church’s desire to support the
Ministry Children’s Ministry. For example, if the Church has a policy
position to support the Children’s ministry with a payment of
$100 per month, then process each month a General Journal
that debits this account and credits 3-4300 Children’s Ministry.
There will not be any GST in such a transfer of funds.

The Debit balance of this account will be transferred
automatically by the software when the accounts are “Rolled
over” (or a new Financial Year started) after an audit.

Credit this account with any refund of money from 3-4300
Children’s Ministry.

6-1050 Church Supplies | Debit this account with the cost of church supplies paid. Note:
the GST component in the fees paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1060 Computer Debit this account with the cost of computer software. Note: the
software GST component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
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started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1070 Conferences Debit this account with the cost of conference fees paid. Note:
the GST component in the amount paid will be recorded in
account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1080 Copyright fees Debit this account with the cost of copyright fees paid. Note: the
GST component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1090 Depreciation, Debit this account with the cost of depreciation as calculated in
Furniture and the Depreciation Schedule. There will be no GST in this entry.
Fixtures

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit entries to this account are extremely rare. Contact an
appropriately qualified, registered professional person if one
sees a need to credit this account.

6-1100 Depreciation, Debit this account with the cost of depreciation as calculated in
Land and the Depreciation Schedule. There will be no GST in this entry.
Buildings

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit entries to this account are extremely rare. Contact an
appropriately qualified, registered professional person if one
sees a need to credit this account.

6-1110 Depreciation, Debit this account with the cost of depreciation as calculated in
Plant and the Depreciation Schedule. There will be no GST in this entry.
Equipment The Debit balance of this account will be transferred

automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit entries to this account are extremely rare. Contact an
appropriately qualified, registered professional person if one
sees a need to credit this account.
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6-1120

Depreciation,
Vehicles

Debit this account with the cost of depreciation as calculated in
the Depreciation Schedule. There will be no GST in this entry.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit entries to this account are extremely rare. Contact an
appropriately qualified, registered professional person if one
sees a need to credit this account.

6-1130

Donations

Debit this account with the cost of donations and gifts paid.
Note: if there is a GST component in the amount paid will be
recorded in account “2-1330 GST Paid”. The software will do
this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1140

Dues, State and
National
headquarters

Debit this account with the cost of State and National dues paid
to the denominational headquarters. Note: if there is a GST
component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1150

Electricity

Debit this account with the cost of electricity expenses paid.
Note: the GST component in the amount paid will be recorded
in account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1160

Entertainment

Debit this account with the cost of entertainment expenses
paid. Note: the GST component in the amount paid will be
recorded in account “2-1330 GST Paid”. The software will do
this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out

of this account.
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6-1170 Equipment Debit this account with the cost of equipment costing less than
costing less $500. Note: the GST component in the amount paid will be
than $500 recorded in account “2-1330 GST Paid”. The software will do

this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1180 Fuel Debit this account with the cost of fuel expenses. Note: the
GST component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1190 Gas Debit this account with the cost of gas expenses paid. Note: the
GST component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1200 Guest Ministry Debit this account with the cost of guest ministry.

Note: The ATO may view a guest ministry as being an
employee of the Church. Before this payment is made seek
advice about this from either an appropriately qualified,
registered professional, or from the legal department of the
denomination to which the church belongs.

Note: if there is a GST component in the amount paid will be
recorded in account “2-1330 GST Paid”. The software will do
this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1210 Hospitality Debit this account with the cost of hospitality expenses paid.
Note: the GST component in the amount paid will be recorded
in account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
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automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1220

Insurance

Debit this account with the cost of insurance expenses.

Note: In an insurance tax invoice there may be a component
(such as stamp duty) that doesn’t attract GST. Always check to
see if this is the case, so that the correct GST is recorded.

Note: The GST component in the amount paid will be recorded
in account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1230

Internet

Debit this account with the cost of internet expenses paid. Note:

the GST component in the amount paid will be recorded in
account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1240

Interest
Expense

Debit this account with the cost of interest expenses paid. Note:

there is normally no GST in an interest payment.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1250

Legal fees

Debit this account with the cost of legal fees paid. Note: the
GST component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1260

Maintenance

Debit this account with the cost of maintenance expenses paid.
Note: the GST component in the amount paid will be recorded
in account “2-1330 GST Paid”. The software will do this
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automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1270

Music and
Creative Arts

Debit this account with the cost of music and creative arts
expenses paid. Note: the GST component in the amount paid
will be recorded in account “2-1330 GST Paid”. The software
will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1280

Miscellaneous
Expenses

Debit this account with the cost of miscellaneous expenses
paid. Note: the GST component in the amount paid will be
recorded in account “2-1330 GST Paid”. The software will do
this automatically.

This account should be used sparingly. If there are several
expenses of a similar nature, then an expense account for
those payments should be set up.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1290

Office Supplies

Debit this account with the cost of office supply expenses paid.

Note: the GST component in the amount paid will be recorded
in account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1300

Postage

Debit this account with the cost of postage expenses paid.
Note: the GST component in the amount paid will be recorded
in account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.
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Credit this account with any refund of money that was paid out
of this account.

6-1310

Printing and
photocopying

Debit this account with the cost of printing and photocopying

expenses paid. Note: the GST component in the amount paid
will be recorded in account “2-1330 GST Paid”. The software
will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1320

Professional
Services

Debit this account with the cost of professional services fees
paid. Note: the GST component in the amount paid will be
recorded in account “2-1330 GST Paid”. The software will do
this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1330

Rates

Debit this account with the cost of rates fees paid. Note: The
GST component in the amount paid will be recorded in account
“2-1330 GST Paid”. The software will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1340

Rent

Debit this account with the cost of rental expenses paid.

Whether or not there is GST in a rental payment depends on
the GST status of the landlord. Check the tax invoice carefully
to see if there is GST in the payment.

Note: if there is a GST component in the amount paid will be
recorded in account “2-1330 GST Paid”. The software will do
this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1350

Telephone

Debit this account with the cost of telephone expenses paid.
Note: the GST component in the amount paid will be recorded
in account “2-1330 GST Paid”. The software will do this
automatically.
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The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1360 Training Debit this account with the cost of training expenses paid. Note:
the GST component in the amount paid will be recorded in
account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1370 Travel & Debit this account with the cost of travel and entertainment
Entertainment expenses paid. Note: the GST component in the amount paid
will be recorded in account “2-1330 GST Paid”. The software
will do this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1380 Vehicles & Debit this account with the cost of accountancy fees paid. Note:
Maintenance the GST component in the amount paid will be recorded in
account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1390 Water Debit this account with the cost of water expenses paid. Note: if
there is a GST component in the amount paid will be recorded
in account “2-1330 GST Paid”. The software will do this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-1400 Working with Debit this account with the cost of “Working with Children
Children check Check” expenses paid. Note: if there is a GST component in
the amount paid will be recorded in account “2-1330 GST Paid”.
The software will do this automatically.
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The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any refund of money that was paid out
of this account.

6-4000 Transfers - This is a header account. No entries are made to this account
Departments number.

6-4100 Transfer Ladies’ | Debit this account with the money received for Ladies’
Ministry Ministries. This transfer is to take the income that was received

in account 4-4100 and quarantine the money for the exclusive
use of the Ladies’ Ministries in account 3-4100. There is no
GST in this transfer

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credits to this account will be very rare, usually only to correct a
recording error.

6-4200 Transfer to Debit this account with the money received for Men’s Ministries.
Men's Ministry This transfer is to take the income that was received in account
4-4200 and quarantine the money for the exclusive use of the
Men’s Ministries in account 3-4200. There is no GST in this
transfer

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credits to this account will be very rare, usually only to correct a
recording error.

6-4300 Transfer to Debit this account with the money received for Children’s
Children’s Ministries. This transfer is to take the income that was received
Ministry in account 4-4300 and quarantine the money for the exclusive

use of the Children’s Ministries in account 3-4300. There is no
GST in this transfer.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credits to this account will be very rare, usually only to correct a
recording error.

6-4400 Transfer to Debit this account with the money received for Youth Ministries.
Youth Ministry This transfer is to take the income that was received in account
4-4400 and quarantine the money for the exclusive use of the
Youth Ministries in account 3-4400. There is no GST in this
transfer.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.
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Credits to this account will be very rare, usually only to correct a
recording error.

6-4500 Transfer to Debit this account with the money received for Missions. This
Missions transfer is to take the income that was received in account 4-
4500 and quarantine the money for the exclusive use of the

Missions in account 3-4500. There is no GST in this transfer.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credits to this account will be very rare, usually only to correct a
recording error.

6-4600 Transfer to Debit this account with the money received for a Building Fund.
Building Fund This transfer is to take the income that was received in account
4-4600 and quarantine the money for the exclusive use of the
Building Fund in account 3-4600. There is no GST in this
transfer.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credits to this account will be very rare, usually only to correct a
recording error.

6-4700 Transfer to Debit this account with the money received for Events. This
Events transfer is to take the income that was received in account 4-
4700 and quarantine the money for the exclusive use of the
Events in account 3-4700. There is no GST in this transfer.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credits to this account will be very rare, usually only to correct a
recording error.

6-5000 Employment This is a header account. No entries are made to this account
Expenses number.

6-5100 Wages and Debit this account with the gross wages paid to employees.
Salaries There is no GST in this payment. The payroll package of the

software will record this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any reversal of wages. The payroll
package in the software will record this automatically when a
recorded pay is reversed.

6-5200 Superannuation | Debit this account with the employer contributions to
superannuation. There is no GST in this payment. The payroll
package in the software will record this automatically.
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The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any reversal of wages. The payroll
package in the software will record this automatically when a
recorded pay is reversed.

6-5300 WorkCover Debit this account with the payments for WorkCover. There is
no GST in this payment. One can either have the payroll
package in the software record this automatically or do it
manually after completing the paperwork from the WorkCover
provider.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any reversal of wages. The payroll
package in the software will record this automatically when a
recorded pay is reversed.

6-5400 Long Service Debit this account with the amount to be set aside each year for
Leave Allocation | the possible payment of Long Service Leave to an employee.
See later notes on Long Service Leave. There is no GST in this
payment. The payroll package in the software will record this
automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any reversal of wages. The payroll
package in the software will record this automatically when a
recorded pay is reversed.

6-5500 Holiday Leave Debit this account with the provision to be set aside for Holiday
Provision Leave. This is to cover the additional wages that a Church pays
if an employee is replaced whilst on annual leave. There is no
GST in this payment. The payroll package in the software will
record this automatically.

The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any reversal of wages. The payroll
package in the software will record this automatically when a
recorded pay is reversed.

6-5600 Staff Amenities | Debit this account with the cost of any amenities provided to
employees. Look at the tax invoices for the amenities
purchased to see if there is GST in this payment. The payroll
package in the software will record this automatically.

Note: if there is a GST component in the amount paid will be
recorded in account “2-1330 GST Paid”. The software will do
this automatically.
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The Debit balance of this account will be transferred
automatically to “3-8000 Retained Earnings” by the software
when the accounts are “Rolled over” (or a new Financial Year
started) after an audit.

Credit this account with any reversal of wages. The payroll
package in the software will record this automatically when a
recorded pay is reversed.

8-0000 Other Income This is a header account. No entries are made to this account
number.

8-1000 Sundry Income | Debit this account with reallocation of income received as a
credit to this account.

Credit this account with any income that is an abnormal
income, i.e. is not part of the core function of the Church. For
example, funds the church receives for, say, a Family Day Care
in the home project and these funds are to be passed on in full
to the Family Day Carer.

9-0000 Other This is a header account. No entries are made to this account
Expenses number.

9-1000 Sundry Expense | Debit this account with any expense that is abnormal, i.e. not
part of the core function of the Church. For example, payment
of funds received for the Family Day Care project referred to in
account 8-100 above being paid out to the Family Day Carer.

Credit this account with any reallocation of an expense to
another expense account.

9-4000 Suspense At the end of the financial year for the Church this account must
account have a balance of $0, i.e. the total of the debits equals the total
of the credits. It is an account to be used when one is not
certain of the correct destination of an income or expense item,
but wants to record the transaction into the computerised
records.

Debit this account with any expense where the destination
amongst the “6-0000” series above is unclear. Also debit this
account when one is transferring an entry that has been placed
on the credit side of this account to another account number.

Credit this account with any income where the destination
amongst the “4-0000” series above is unclear. Also credit this
account when one is transferring an entry that has been placed
on the debit side of this account to another account.
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Appendix B
Instructions on how to enter data into

the Long Service Leave Provision
spreadsheet

Two spreadsheets are provided with this material. They both do identical calculations. The
difference between them is that one will handle up to seven employees and will print out on
one A4 page. The other will do the same, but for twenty one employees and will be printed
out over two A4 pages.

The following page gives an over-view of the spreadsheet for seven employees.

Note that certain cells have a red triangle in the upper right hand corner. As the cursor
hovers over these cells a comment will be given of the material that is to be entered into this
cell.

The user of this spreadsheet can only enter data into the cells with a white background. The
spreadsheet is protected against entering data into the coloured cells — these cells contain
algorithms to complete the necessary calculations.
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In row 1 enter your Church’s name.

In cell F3 enter the number of years an employee has to work before being eligible for Long
Service Leave.

In cell F4 enter the number of weeks of Long Service Leave an employee may take once
becoming eligible for Long Service Leave.

In cell K3 enter the date to which the Long Service Leave is being calculated.
In cell K4 enter the number of hours of work in a normal working week.

In the white cells in Column A enter the names of the employees who are employed on a
permanent basis. Do not enter the names of any employee who is employed on a casual or
Labour Hire basis. These people receive their Long Service Leave entitlement in the loading
that is paid to them each pay day.

In the cells in Column B enter the date on which an employee started working according to a
particular time fraction. Only enter a date on another of these lines in Column B if the
employee’s time fraction changes. If this happens, enter the date on which the time fraction
changed.

In the cells in Column C enter either the date that is in cell K3 or the date on which the time
fraction was changed, whichever is the earlier date.

In Column D enter the time fraction the employee works. This is calculated by taking the
number of hours the employee works in the week and dividing this by the total number of
hours in a working week as shown in cell K4. This data will be a decimal number, for
example 17 /38 = 0.447.

Column E will show the number of hours the employee has accumulated under the time
fraction shown in Column D.

Column F totals all the hours that are shown in Column E

Column G changes the figure in Column F to an equivalent number of weeks of Long
Service Leave that are owing to the employee.

In Column H enter the employee’s Gross weekly wage. This would include the cash
component before tax is deducted, plus the weekly amount of Fringe Benefits that may be
paid to the employee.

Column | is just for information. It shows the average time fraction worked if the employee
has worked changing time fractions. This is not used in any other calculation.

Column J shows the full-time weekly salary that the employee will be paid if they are paid for
38 hours per week. For full time employees this will be the same as that shown in column H.
For an employee who is employed on a part-time basis this is the figure that the employee
would be paid should their time fraction be increased to 1 (or full time).

Column K shows the Long Service Leave entitlement that is owing to the employee. The
data in this column is shown in cell K41.

In cell K42 enter the provision that was recorded in last year’s liability as a Provision for Long
Service leave.

Rows 44 to 47 give the current General Journal entry to record the change in the Provision
for Long Service Leave in the accounting software.
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Appendix C
Instructions on how to enter data into

the Asset Register and Depreciation
Schedule

Asset Register

The Asset Register and Depreciation Schedule as supplied with this book are linked
together. For an item to appear in the Depreciation Schedule the details of this must first be
entered into the Asset Register.

The following screen-shot of the Asset Register shows only part of the headings that are
available in the Asset Register. The headings that are not shown here are self-explanatory,
for example Vendor’s address, Contact details of Vendor, Details of Warranty etc.

The data that is shown below is essential for the Depreciation Schedule to work as each of
these pieces of information is copied directly into the Depreciation Schedule. Leave these
out, and the calculations in the Depreciation Schedule won’t work as intended.

This spreadsheet does not use any form of data locking. The user has full access to change
headings, alter the visual presentation, etc. The only thing that should not be altered is the
position of the first four columns. The Depreciation Schedule uses this data, and looks for
the data, as shown, to be in these cells.

Insert the name of your church here

- Serial number and [ or Date Original | Source of funds
Asset Description . S . Vendor
identification code | acquired Cost |[for the purchase
Walkie Talkies  faal ] 1072005 $78000( ]
Sound system 832 ] 14072008 $3,000.000
Stage for Church aad | dorzoo7) $6562.00(
Car o fedd s3000000 o
Drum Bt 330 L 072007 52699000
Coffee Machine aab | Morzoo7) 51482001
Buildings ... 380 s §300.000.000
Refridgerator  |sab ] 1042010 stroooof ]
Stagelighting 389 o [1309/2013) SI84.00 e

Asset Description

Put a sufficient but brief description of the asset into this cell. The amount of details should
be enough to allow anyone completing a stock-take of the assets to know what they are

looking for.

The Depreciation Schedule requires data to be added to this column for the Depreciation

Schedule to work.
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Serial number and / or identification code

Each asset should have some form of individual identification. This could be a serial number
if the asset has one, or if not, an identification code that’s put onto a permanent sticker and
placed appropriately on the asset (e.g. onto the back of a photocopier). On some assets it
may be appropriate to have an identification code as well as a serial number, if the serial
number is in a place that is difficult to reach.

An identification code can be constructed so that parts of the code can identify where the
asset is located, e.g. “C” if it is in the Church, “O” if it is in the office, “K” if it is in the kitchen,
etc.

The Depreciation Schedule requires data to be added to this column for the Depreciation
Schedule to work.

Date acquired

Record here the date that the asset becomes functional for normal use. If the asset is
delivered on one day, takes a week to install and be checked, the date would be a date at
the end of the checking and hand-over by the vendor to the Church.

The Depreciation Schedule requires data to be added to this column for the Depreciation
Schedule to work.

Original Cost
This is the price paid for the asset, not including GST.

If the asset was supplied at one cost but then requires additional cost to have the asset
become functional, include this additional cost. For example, say an item costs $2,000 to be
delivered, but then there is an additional $300 required to be spent to have the asset
installed before it can be used, the cost would be the total of these, i.e. $2,300.

The Depreciation Schedule requires data to be added to this column for the Depreciation
Schedule to work.

Source of funds for the purchase

Briefly indicate here how the asset purchase was funded, e.g. cash from the cheque
account, loan from the bank, etc.

Vendor

Include here the name of the vendor. Other columns in the asset register given include other
details of the vendor, (address, contact details of phone, email, etc).
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Depreciation Schedule

Serial # or

Account numbers - Anticipated Opening WDV
Asset Description Expense | Asset acct | identification DaFe esiakal disposal A e Peamekio from other DEErEE‘a“D"
acct # " code acquired Cost dato disposal Value method — % rate

Walkie Talkies 61110 13035 aal 1/07/2005 $780.00] 30/06/2009 550 Straight Line 23.40%
Sound system 61110 13035 aa? 1/07/2006 53,000.00] 30/06/2010 5100 Diminishing Bal 36.25%
Stage for Church 61090 13015 aal 1/07/2007  56,552.00| 30/06/2012 §1.000 Straight Line 16.94%
Car 61120 13045 aad 1/07/2006  $30,000.00) 30/06/2011 §5.000 Straight Line 16.67%
Drum Kit 61110 13035 aab 1/07/2007  52,655.00| 30/06/2014 $500 Diminishing Bal 17.39%
Coffee Machine 61110 13035 aab 1/07/2007  51,482.00| 30/06/2015 $0 Diminishing Bal 18.74%
Buildings 61100 13025 aal 1/01/1960 $300,000.00f 1/01/2060 50 Straight Line 1.00%
Refridgerator 61110 13035 aad 1/04/2010 51,700.00] 1/10/2020 50 Straight Line 9.52%
Stage lighting 61110 13035 aad 13/09/2013 §784.00 13/04/2017 50 Diminishing Bal 41.86%
Total $346,953] | |
Grand Total $346,953] | |
Dep'n Furniture and Fixtures 61090 13015  |Diminishing Bal
Dep'n Land and Buildings 51100 13025  |Straight Line
Dep'n Plant and Equipment 61110 13035
Dep'n Vehicles 61120 13045

When the Depreciation Schedule is opened up one will find that the screen-shot given above
fits side-by side the next screen shot given below — they respond in unity with each other.

The user can only enter data into the cells with a white background.

The details of the following come from the data entered into the Asset Register — see notes
on this above. If this data is not entered into the Asset Register it won’t appear in the
Depreciation Schedule and the Depreciation Schedule’s calculations won’t work as

designed.

¢ Asset Description

¢ Serial number or identification code

¢ Date acquired

¢ Original Cost
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Data required to be entered into the Depreciation
Schedule:-

Background Depreciation Data

At the bottom of the screen shot one can see space for “Depreciation Furniture and
Fixtures”, etc. Enter into the spreadsheet the account names that are used in the expense
(accounts starting with a “6” in the sample Chart of Accounts shown) for depreciation. A
maximum of eight such accounts is possible in the spreadsheet supplied.

In the column next to the name of the Depreciation Expense, put the account number
associated with that account name. This data is used in a drop-down menu when entering
data into column B (Expense account #).

In the third column put the corresponding account number that comes from the asset part of
the Chart of Accounts. The account numbers to be used here are the accounts where the
accumulated depreciation is to be recorded, not the account numbers where the original
purchase of the asset is recorded. This data in used in the “Asset Account #” in column C of
the Schedule.

Account humbers — Expense account number

The only values that can be entered into these cells are those that are allocated to the
second column of the Depreciation data given at the bottom of the spreadsheet. Either type
in the data as it appears at the bottom of the spreadsheet or click onto the icon that appears
to the right of the cell. This will give the choices available. Click on one of these choices and
that data will appear into the cell.

Account numbers — Asset Account nhumber

The numbers will be automatically added to these cells. The numbers added are selected
from those that are put into the Depreciation data at the bottom of the spreadsheet. These
numbers are the accounts where the accumulated depreciation of the assets is recorded.

Serial number or identification code

The data for these cells is automatically recorded from that which was entered into the Asset
Register.

Date acquired

The data for these cells is automatically recorded from that which was entered into the Asset
Register.

Oriqginal Cost

The data for these cells is automatically recorded from that which was entered into the Asset
Register.

Anticipated disposal date

The date to be entered here is a guess. As discussed earlier, the calculation of depreciation
requires two guesses to be made at the time of the purchase of the asset, i.e. that of the
anticipated disposal date and that of the disposal value.

Enter the anticipated disposal date into this column.
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Anticipated disposal value

The date to be entered here is a guess. As discussed earlier, the calculation of depreciation
requires two guesses to be made at the time of the purchase of the asset, i.e. that of the
anticipated disposal date and that of the disposal value.

Enter the anticipated disposal value into this column. Choosing $0 is a valid entry here.

Depreciation Method

Only two methods of depreciation are available in this spreadsheet, i.e. that of the Straight
Line method and the Diminishing Value method. Within the world of accountancy other
methods may be used, but these are the two major methods used by Churches. See earlier
notes on the differences between these two methods.

When one clicks on this column an icon appears to the right of the cell. Click on this icon and
select one of the two options available. The selection made affects later calculations.

For a particular asset do not ever, ever, ever change the depreciation

method after the financial records have been sent for audit in the year in which the asset
was purchased. Changing the depreciation method after the financial records have been
sent off for audit will cause problems in the audit process — guaranteed!

Opening WDV from other sources

“WDV” stands for “Written Down Value” — it can also be called the “Book Value” of the asset.
The Book Value or “WDV” is calculated by subtracting the accumulated depreciation of an
asset from the original purchase price of the asset.

The data that is entered here overrides calculations that are made in other parts of this
spreadsheet.

Where a Church already has some form of a depreciation schedule, and wishes to use the
one supplied, the WDV from that schedule should be entered here. This is to ensure
consistency between one form of recording data to this one.

Other comments about the Depreciation Schedule

This Depreciation Schedule (and Asset Register) has capacity to report on 400 rows of
assets. This may be expanded to over 60,000 rows, but if this is needed the user will have to
contact the author (details given at the start of this book) to have the number of rows
expanded.

The screen-shot given shows only 25 rows, but if the user looks to the left of the “Asset
Description” column one will see the row numbers. In the format that this spreadsheet is
supplied, one will see that the row numbers jump from 19 to 40, then to 60 etc. To see the
rows between 19 and 40 on the screen:-

e Click on the “19” and then drags the cursor to the “40” the rows will be highlighted.

e While holding down the “Alt” key, and then press the letters O, R and U in that order,
the hidden rows will be visible and usable.

¢ By highlighting other rows and using the Alt key sequence, other rows will also
become visible.
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In the same manner, when an asset has been disposed of (see details of how this is done at
a later point) the row on which that asset has been recorded can be hidden by:-
e Clicking on the row number of the asset on the left hand side of the screen

e While holding down the “Alt” key, press the letters O, R and H (in that order) the row
will become hidden. The details of the asset will still be there, but not seen on the

screen.
Insert your Church's name here |
Depreciation Schedule from 01-Jul-11 to 30-Jun-12 Average Inflation Rate 3.00%
Opening Disposal Profit / (Loss) | Acquisitions this year Depreciation Closing | Insurance
WDV Date Value on disposal Date Value Rate DV Rate SL Amount| WDV Value
1/01/2010 $80.00 580.00] 23.40%
$315.88 36.25% 5114 5202 53,540
$2.112.36 16.94% $357] $1.755) $7.535
$4,998.42 16.67% $833 $4.165] $35,402
$1.235.90 17.39% 5214 $1.022 $3.053
$645.86 18.74% 5121 $525 $1,704
$145.511.29 1.00% $1.455) 5144056 5772783
$1.497.95 9.52% $1.498 $1,814
$156,318 $80 $80) $0| $3,004] $153,224] $8258H
§156,318 $80 $80) 50| $3,004] $153,224] $825.8N
General Journal entry to record depreciation for the year.
Debit 5 Credit 5
Dep'n Fumiture and Fixtures 61090 $357| 13015 $357| General Journal Mumber

Dep'n Land and Buildings 61100 $1.455 13025 $1.455

Dep'n Plant and Equipment 61110 5449 13035 5449

Dep'n Vehicles 61120 5833 13045 $833

Totals $3.094 $3.094]

The screen shot given above sits side-by-side with the earlier screen shot, and uses data
from it in the various calculations made.

Date

Enter the date on which this Depreciation Schedule starts. The choices given in the drop-
down menu are to either start on the 1% January of a year, or on the 1°' July of a year. All the
dates in the rest of the document are dependent on the value entered here and are entered
automatically.

Church name
Enter the name of the Church into cell A1. This will be copied into cells

164



Whenever the text makes comment that is covered by legislation the reader must always take advice from an appropriately qualified, registered practitioner to ensure that
the comments given here are appropriate for the Church.

Opening WDV

If an entry is made into the “Opening WDV from other sources” in the previous column (and
discussed above) that value will be shown here. If an entry is not made in the previous
column the algorithm in this column will display the written down value (WDV) of what would
have been recorded here if this spreadsheet was used from the date of the purchase of the
asset.

The calculation that is made here is based on:-
e The original cost of the asset
e The method of depreciation chosen
e The purchase date
e The anticipated disposal date
¢ The anticipated disposal value

The value shown as the total of this column must be the same as the net value of the assets
of the Church in the last audited Balance Sheet.

A very important point about this column — do not ignhore
this
If a church has used a different method of recording assets and depreciation in the past the

Church will already have a total book value of the assets. This will be shown in the Balance
sheet of the Church.

It is most important that the total of this column equals the total of the original cost of the
assets less the accumulated depreciation of the assets (the net value of the assets). If this is
ignored, the connection between one year and the next in the audit process won’t work.

Should the user of this spreadsheet find that the total of this column is not equal to the net
value of the assets put a line into the Asset Register called “Miscellaneous Assets” and give
this a value to force the total to be the same as the previous Balance Sheet.

Disposal Date

This is the point when the anticipated disposal date (that was given as a guess when the
asset was purchased) is adjusted. Enter the date on which the asset was actually disposed.

Disposal Value

This is the point where the estimated disposal value (that was given at the time of the
purchase of the asset) is adjusted. Enter the disposal value of the asset - which could be the
cash received if the asset was sold, the value given as a trade-in, or $0 if the asset was sent
to the tip.

Profit / Loss on Disposal

The computer will calculate a profit or loss on disposal of the asset. Use this figure in the
General Journal entry that was discussed earlier under “Disposal of Assets”.
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Acquisitions this year — Date

If any asset is purchased within the dates given at the top of the Depreciation Schedule, the
date will be given here. This date is the date that was entered into the Asset Register.

Acquisitions this year — Value

If any asset is purchased within the dates given at the top of the Depreciation Schedule, the
value will be given here. This value is the value that was entered into the Asset Register.

Depreciation - Rate DV

DV = Diminishing Value. The spreadsheet will calculate the rate to be used here. It is
calculated automatically.

Depreciation — Rate SL

SL = Straight Line. The spreadsheet will calculate the rate to be used here. It is calculated
automatically.

Depreciation — Amount
The calculation that is made here is based on:-

e The method of depreciation chosen (DV or SL)
e The purchase date

e The anticipated disposal date

¢ The anticipated disposal value

Closing WDV

This is calculated as the Opening WDV less the depreciation allocated to an asset during the
year. It is then the Opening WDV for the following year.

Average Inflation Rate

This data is included so that the Church has a way of coordinating the insurance cover it has
on the assets of the Church. Enter an approximation of the rate of inflation that has occurred
within the general economy for the past year.

Insurance Value

This value is calculated to give a guide to the Church on the insurance cover required for its
assets. This value is calculated by taking the original purchase price and then adjusting this
by the inflation rate each year.

Proof

This column should always have a value of $0. If there is a number other than that an error
has occurred somewhere, and should be both found and corrected.
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General Journal Entry to record the Depreciation for the year
The data given in these cells is the data that needs to be entered into the software to record
the depreciation for the year. Copy the data given here into a General Journal.

General Journal Number

Enter the General Journal number that has recorded the depreciation for the year. This is to
give a connection between the Depreciation Schedule and the software used to record the
accounting data.

Printing out the Depreciation Schedule for a particular year

To print out a Depreciation Schedule for a particular year, click on the Church’s name at the
top of that year and then drag down to the end of the data shown for the General Journal
Entry. Set this as the print area to be printed. The spreadsheet has been set up so that the
information in column A will be added to this highlighted data when the information is printed
out. The data will be printed out in ‘portrait’ format, with the headings repeated on each
page, if there is too much data for one page.
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Appendix D
Instructions on how to enter data into

the Wages Calculator

The spreadsheet that accompanies this book to assist in the calculation of total wages for
the Church contains the following questions and completes a variety of calculations based
on what is entered. The following questions or calculations are shown.

This spreadsheet has some cells that have a coloured background, whilst others have a
white background. The spreadsheet will only accept data into the cells with the white
background. If data is entered into a cell that has changed colour that data will be ignored in
the various calculations the spreadsheet makes.

The first part that needs to be addressed is the data in columns AA to AF of the
Spreadsheet.

Enter the number of hours in a normal working week into cell AAS3.

Enter the fringe benefit tax rate that the employer will have to pay if an employee receives a
Fringe Benefit on which the employer has to pay tax into cell AA7. Enter this as a
percentage figure.

Enter the year into cell AE2

In cells AE4 to AE 21 enter up to eighteen different salary scale levels that are
recommended by an external source, or the salary scales that the Church wishes to use.

In the cells from AC26 to AD 31 enter the marginal tax rates that are current at the time.
These are available from the ATO website.
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Hours in working wee

38.0
Fringe Benefit Tax 545,496 54
rate payable by $46,711.58
employer $47.994.12
48.50% $49,749.19

$51,639.25
$53,326.80
$55,149.38
556,904 42
559,604 52
$61,832.09
$64,397.19
$67.704.80
$70,809.91
$73,847.51

$76,210.08
$78,370.15
$80,597.74

$82,622.80

$6.000.00

$34.000.00
580.000.00
$180.000.00

Once the background data has been set up, proceed to answer each of the questions below

for each employee. The employees’ names are entered into cells C3 to W3. There is

provision for 21 employees in this spreadsheet.
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@ Madav Pty Ltd. 30 Learmonth Street, Ballarat, Vic, 3350. March 2010. May be used freely after obtaining per
Calculator to analyse the cost of employing people

1ly fill in cells with a white background) Employee’s name

When the employee is eligible for Long Service Leave, how many weeks may be taken?
How many years need to be served before Long Senvice Leave may be taken?

How many working days of Annual Leave does the employee get per year?

How many days of Personal Leave per year are allowed?

Is Fringe Benefits Tax payable for this employee? (Y/N)

Is this employee claiming part of the Salary as "Mon-Reportable Fringe Benefits"7? (Y/M)
Is the tax-free threshhold being claimed by this employee? (Y/M)

Is Superannuation paid on the Grossed up fully taxed salary? (/M)

Superannuation rate payahble by employer

Is this employee replaced during Holiday Leave? (Y/N)

Does the employee get Annual Leave Loading (Y/N)

Annual Leave Loading rate %

Workcover premium %

Percentage of annual gross salary allocated to Fringe Benefits %

Additional Taxable Allowances (eg Car Allowance) not included in annual gross salary
Additional Mon-taxable allowances

Annual Gross Salary (if a figure iz entered here, don't use the hourly rates on the next 9 lines)
Lse this section is for those employees who are employed according to the pay scale
shown in column AE

Salary Scale level (enter the Salary Scale number from column AB)

Hours employed per week

Hourly pay rate (in Dollars)

Mumber of weeks per year employed
Use this section is for those employees who are employed on an hourly rate basis other
than the pay scale shown in column AE

Hours employed per week

Hourly pay rate (in Dollars)

Mumber of weeks per yvear employed
Gross Salary
Fringe benefit component

Total of Fringe Benefits and net cash component
Grossed up fully taxed equivalent salary

Hours of wages per week reimbursed from other sources
Annual reimbursement to be received

Hourly charge out rate to other sources {to cover wages plus on-costs)
Long Semnvice Leave Provision for this year

Annual Leave Replacement

Annual Leave Loading

Sick Leave Provision

Superannuation payable by employer

Workcover premium

Annual cost of employee to employer
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When the employee is eligible for Long Service Leave, how many weeks may
be taken?

Enter the number of weeks of Long Service Leave that an employee may take if the
employee serves sufficient to time to be able to take Long Service Leave

Leave this cell blank for casual employees.

How many years need to be served before Long Service Leave may be taken?

Enter the number of years that an employee has to serve before they are entitled to take
Long Service Leave. Note: this is not the same as the number of years an employee may
serve to get a pro-rata payment for Long Service Leave if they resign prior to the number
that must be served for those employees who continue in their employment with the Church.

Leave this cell blank for casual employees.

How many working days of Annual Leave does the employee get per year?
Enter the number of days an employee may take in their Annual Leave in one year.
Leave this cell blank for casual employees.

How many days of Personal Leave per year are allowed?

Enter the number of days the employee may take for Personal Leave in the year.

Leave this cell blank for casual employees.

Is Fringe Benefits Tax payable for this employee? (Y/N)

The only responses that will be accepted here is either “Y” or “N”.

Enter “Y” here if the Church is required to complete a Fringe Benefit return and submit it to
the ATO for any Fringe Benefits paid to this employee. The spreadsheet will calculate an
approximation of the amount of fringe benefits tax the Church will have to pay on behalf of
this employee.

Is this employee claiming part of the Salary as "Non-Reportable Fringe
Benefits"? (Y/N)
The only responses that will be accepted here is either “Y” or “N”.

Enter “Y” here if the employee is entitled to receive Fringe Benefits as “Non-Reportable
Fringe Benefits.

Is Superannuation paid on the Grossed up fully taxed salary? (Y/N)
The only responses that will be accepted here is either “Y” or “N”.

Row 37 calculates a “Grossed Up” salary for employees. For those employees who receive
part of their salary as “Non-Reportable Fringe Benefits” Row 37 calculates the fully taxed
salary the employee would have to receive in a secular environment to receive the same
cash component that is available to this employee in the Church environment.

If “Y” is entered here the superannuation is calculated on this Grossed Up figure.
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Superannuation rate payable by employer

Enter the superannuation rate that the employer is required to pay on behalf of an employee
into this cell. Enter this as a percentage.

Is this employee replaced during Holiday Leave? (Y/N)
The only responses that will be accepted here is either “Y” or “N”.
Enter a “Y” for those employees who are replaced during the employee’s annual leave. For

such employees the employer has to pay two salaries while the employee is on Annual
Leave, one to the employee and one to the replacement employee.

Enter an “N” for those employees who are not replaced during their time of Annual Leave.

Does the employee get Annual Leave Loading (Y/N)
The only responses that will be accepted here is either “Y” or “N”.

If an employee is entitled to receive an Annual Leave Loading whilst on Annual Leave, enter
“Y” into this cell, otherwise enter “N”.

Annual Leave loading rate %

If “Y” has been entered for the previous question this cell will change its background colour
to white. Enter a number into this cell as a percentage of the annual leave loading rate, e.g.
17.5%.

WorkCover premium %

Enter the percentage of the gross wages that the Church has to pay in its WorkCover
premium.

Percentage of annual gross salary allocated to Fringe Benefits %

For those employees who receive part or all of their wages as a Fringe Benefit (either the
Reportable Fringe Benefits or the Non-Reportable Fringe Benefits) enter the percentage of
their wages that will be allocated to their Fringe Benefits.

Additional Taxable Allowances (e.g. Car Allowance) not included in annual
gross salary

If the employee receives a taxable allowance that is in addition to their salary, enter the total
number of dollars the employee receives into this cell.

Additional Non-taxable allowances

If the employee receives any additional allowances that are not taxed, enter the dollar
amount for these into this cell.

Annual Gross Salary (if a figure is entered here, don't use the hourly rates on
the next 9 lines)

Where an employee receives their salary which is expressed as an annual gross salary,
enter that annual gross salary into this cell.

Note: if a figure is entered into this cell, the cells below it get a coloured background. Do not
enter any data into those cells. Should any data be entered into those cells you can see it
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because the figures will be written in a brown colour. Such figures will be ignored in the
calculation of the total cost of employment to the Church, so should be removed.

Use this section is for those employees who are employed according to the
pay scale shown in column AE
This is a “Header” row. Do not enter any data into this row.

Salary Scale level (enter the Salary Scale number from column AB)
If the employee is paid according to the salary scales shown in cells AE4 to AE21, then enter
the appropriate number from cells AB4 to AB21 into this cell.

The cells below the number that have their backgrounds changed to white MUST have data
entered into them for the relevant algorithms to work correctly. Should these cells be left
blank the cells that rely on them for calculations will show an error such as “VALUE” or
“DIV/0”.

When a number is entered into this row cells below the number will change colour. Do not
enter any data into those cells. Should data be entered into those cells you can see it
because the figures will be written in a brown colour. Such figures will be ignored in the
calculation of the total cost of employment to the Church, so should be removed.

Hours employed per week

Enter the number of hours the employee is employed per week into this cell.

Note: if an employee changes the number of hours per week they are employed during the
year, enter the number of weeks spent at the old number of hours into this cell, and then

complete another column of employee data further into the spreadsheet with the number of
weeks the employee will be paid at the new number of hours per week.

Hourly pay rate (in Dollars)
This cell is filled automatically based on a calculation from the data in cells AE4 to AE 21.

Number of weeks per year employed

Enter the number of weeks per year that the employee is expected to work.

Note: if an employee changes the hourly rate of pay during the year, enter the number of
weeks spent at the old pay rate into this cell, and then complete another column of employee

data further into the spreadsheet with the number of weeks the employee will be paid at the
new pay rate.

Use this section for employees who are employed on an hourly rate basis,
rather than the pay scale shown in column AE
This is a “Header” row. Do not enter any data into this row.

Hours employed per week
Enter the number of hours the employee will be employed per week into this cell.

Note: if an employee changes the number of hours per week they are employed during the
year, enter the number of weeks spent at the old number of hours into this cell, and then
complete another column of employee data further into the spreadsheet, with the number of
weeks the employee will be paid at the new number of hours per week.
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Hourly pay rate (in Dollars)

Enter the hourly pay rate that is to be paid to the employee into this cell.

Note: if an employee changes the hourly rate of pay during the year, enter the number of
weeks spent at the old pay rate into this cell, and then complete another column of employee

data further into the spreadsheet with the number of weeks the employee will be paid at the
new pay rate.

Number of weeks per year employed

Enter the number of weeks per year that the employee is expected to work.

Note: if an employee changes the hourly rate of pay during the year, enter the number of
weeks spent at the old pay rate into this cell, and then complete another column of employee

data further into the spreadsheet with the number of weeks the employee will be paid at the
new pay rate.

Gross Salary

This is an automatic calculation. It shows the gross annual salary that will be paid to this
employee.

Fringe benefit component

This is an automatic calculation. It shows then number of dollars per year that will be
allocated to the employee’s Fringe Benefit account,

Taxable component of Salary
This is an automatic calculation. It shows the salary on which tax will be levied.

Taxation to be deducted from taxable Component

This is an automatic calculation. It shows an approximation of the amount of tax that will be
deducted from the employee’s salary over the year.

Tax on Fringe Benefits

This is an automatic calculation. It shows an approximation of the tax the Church will have to
pay on behalf of its employees where “Y” was entered for the question “Is Fringe Benefits
Tax payable for this employee”, earlier.

Net Cash component

This is an automatic calculation. It shows the net cash the employee will receive as either
cash or Fringe Benefits for the year.

Total of Fringe Benefits and net cash component

This is an automatic calculation. It shows the total cash component of the employee’s wage
plus the value the employee receives from the Fringe Benefit component of their wage. It is
the figure on which the Grossed up fully taxed equivalent salary is calculated.

Grossed up fully taxed equivalent salary

Note: Because of the limitations of the spreadsheet, and the complications of the underlying
algorithm to make this calculation, the grossed up salary that is shown here will only be
accurate for salaries up to that entered into cell AC29 in the initial set up of this spreadsheet.
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This cell calculates the gross salary that an employee would have to receive as a fully taxed
salary, to have the same cash component as the employee receives from the combination of
fringe benefits and cash.

Hours of wages per week reimbursed from other sources

If an employee’s wages are subsidised from a source other than the general tithes and
offerings of the Church, enter the number of hours per week that are so subsidised into this
cell.

Annual reimbursement to be received

This is an automatic calculation. This cell calculates the total reimbursement that the Church
should receive in one year for the external reimbursement of the employee’s salary.

Hourly charge out rate to other sources (to cover wages plus on-costs)

This is an automatic calculation. This shows the hourly rate at which the employee’s salary
should be charged out. The amount charged out will cover an amount to pay the employee,
as well as pay the superannuation and other on-costs.

Long Service Leave Provision for this year

This is an automatic calculation. This calculates an approximation of the amount of
additional money that should be set aside during the year to cover the potential Long Service
Leave liability of the church. The more accurate calculation should be taken from the specific
calculator that is demonstrated in appendix B.

Annual Leave Replacement

This is an automatic calculation. This calculates the additional wages that need to be paid for
an employee who is replaced during their time off on Annual Leave.

Annual Leave Loading

This is an automatic calculation. This calculates the additional Annual Leave Loading that
will be paid to an employee while the employee is on Annual Leave.

Sick Leave Provision

This is an automatic calculation. This calculates the additional Personal Leave pay that will
be paid if the employee is replaced during their time off on Personal Leave.

Superannuation payable by employer

This is an automatic calculation. This calculates the superannuation that is payable by the
employer to the employee’s superannuation fund.

WorkCover premium

This is an automatic calculation. This calculates an approximation of total WorkCover
premium, which will be paid during the year.

Annual cost of employee to employer

This is an automatic calculation. This shows the total annual employment cost of employing
each employee.
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Net Total annual wages cost to Employer (after reimbursements)

This is an automatic calculation. This calculates the net cost of employing all the employees
for the year. To this figure one has to add any wages that have been charged out to other
sources to get a figure for the total actual cost. This latter figure is shown in cell X47.
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Appendix E
Instructions on how to set up a Cash

Position Report

r o H 1 L) K L H
1 Enter gour CAorch s name Aere . 3%
: CASH POSITION BEFGRT E2ily ‘EféEE
N Wand Fuding 27-Dec-10 Taprisubilearllnnsly EE 1; iz 4.; 1; 3_:
+ [ WEHAYE WHAT WE OWE HESZ® 533::“
: Freeesiedle DEPARTMENTS S
P BuskShalrmeal Baluser §15,592,53 28.0raf1 Ladior Minirkry  $1,345.26 i
: planrariple basked $EEEA.4E Menr Minirkry $500. 30 Hzm
1 i Tell ga4zzds Childrene Ministry $501.01 an
' IrosunprenChan 44636217 4, TTHZE YouthMinirkey  $6,845.12 i
“ Mirrione  $3,67T6.00 e
" EuildingFund  $230,576.40 HEn
= Euentr $Tad.n e
11
"
15
16
@ Igtal iz40.0419e
1 Fotty Carh $100.00 PBOYISIONS 1147
11 UndeporitedFundr $xdE.00 Irruranze fducr $2,150.00 44000 urrb 41400
u Depreciation $1, 520,00 42 ueeh
E LELFrown  $2,d07.86 424 ureh
2 HolidayLeave  $1,600.00 4250ure
- Superannuation Fayable $256.45
M GET Callected $1d1.45 2
= PAYGWithholding FPayable $E7.00 2
n GETFaid $317.99 21
27 fthar Cark II-IJi-.g- EEEEEEEE GET Faid e
a
Ei]
n
" Tatal 4 dd3 76}
= FRINGE BENEFITS OWING
n Emplayee's name $7Ed.00
"
L1
1
"
n
1
aa
"

[ The Bottom Line

; T Tsrr3s88

A blank template to produce a Cash Position Report is included with this book. When
opened it looks like the above, but without the figures. These cells in the spreadsheet
operate as an integrated whole with the cells shown in the following diagram.

Before one starts to enter data into the above, enter data into the cells in the following
diagram. For the purposes of demonstration, dummy data has been left in this example.
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Assets $654,475.30)

Insurance /dues Depreciation LSL Prown Holiday Leave
Current Assets $293,885.60 [Week Ending| Cash Accumulated Adjustment Weekly Increase | Cash Accumulated Adjustment Weekly Increase | Cash Accumulated Adjustment Weekly Increase | Cash Accumulated Adjustment Weskly Increase |
Cash OnHand $293.685.50 6-Apr-09 100 100 20 20 2646 26.46 2 2
Cheque Account 8477028 13-Apr-09| 200 100 40 20 5292 26.46 50 25
Payoll Cheque Account 8000 20-Apr-09| 300 100 60 20 79.38 26.46 75 25
Investment Account $260.467.32 27-Apr-09| 400 100 80 20 105.84 26.46 100 25
Buiding fund investment acct 528,00000 . o 100 ) 2 12323 2648 125 2
Petty Cash 10000 11-May-09| 450 -150 100 120 20 158.76 26.46 150 25
Undeposited Funds 8348.00 18-May-09| 550 100 140 20 185.22 26.46 175 25
Electronic Clearing Account 5000 25-May-09| 650 100 160 20 21168 26.46 200 25
Investments 5000 1Jun-09| 750 100 180 20 23814 26.46 205 25
Shares $0.00 8Jun-09| 850 100 200 20 2646 26.46 250 2
Bonds 5000 15-Jun-09| 950 100 220 20 29106 26.46 275 25
Fixed Interest Investments 5000 22.3un-09| 1050 100 240 20 31752 2646 300 25
Non Current Assets 8360.780.70 29.Jun-09| 1150 100 260 20 343.98 26.46 325 25
Land and Buildings 830181819 6-Jul-09] 1250 100 280 20 370.44 26.46 350 25
AccDepn Land and Buildings 850000 13uk-09) 1350 100 300 20 399 26.46 375 2
Plant and Equipment at cost 541842.00 20.0u109) 1450 100 320 20 42336 2646 400 25
Acc Depn Plant & Equipment (832348 27-Jul-09| 1560 100 340 20 44982 26.46 425 25
Fidures and Fitings at Cost $16.170.00 3-Aug09| 1650 100 360 20 47628 26.46 450 25
AceDepn Fitures and Fitings 967400 10-Aug-09 1750 100 380 20 50274 26.48 475 2
Vehicles s0.00} 17-Aug09| 1850 100 400 20 5292 26.46 500 25
Acc Depn Vehicles 5000 24-Aug09| 1950 100 420 20 555 66 26.46 525 25
Unused accounts 5000 31-Aug-09| 2050 100 440 20 58212 2646 550 25
Deposits Paid s0.00} 7-Sep0g| 2150 100 460 20 608.58 26.46 575 25
Pledges Receivable 50.00) 14-5ep-09 2250 100 480 20 63504 26.46 800 2
Voluntary Withholding Credits 8000 21-Sep-09 2350 100 500 20 6615 26.46 625 25
ABN Withholding Credits 5000 28-Sep-09| 2450 100 520 20 687.96 26.46 650 25
Liabilfies $70843.91 5.0ct09 2550 100 540 20 714.42 26.46 675 25
Curtent Liabilties 284391 12-0ct.09| 2650 100 560 20 740.88 26.46 26 674 25
Credit Card 8000 19-0ct-09| 2750 100 580 20 767.34 26.46 51 25
Trade Creditors $168.00 26-0ct-09| 2850 100 600 20 7938 26.46 76 25
GST Liabilities (6176.54 2-Nov-09) 2950 100 620 20 82026 26.46 101 25
GST Collected s141.49 9-1ov-09) 3050 100 840 20 846.72 26.46 126 25
GSTPaid ($317.99 16-Nov-09| 3150 100 860 20 87318 2646 151 25
ABN Wittholdings Payzble $0.00 23-Nov-09| 3250 100 880 20 89964 26.46 176 25
PayrollLiabilties 5285249 30-Nov-09| 3360 100 700 20 9261 26,46 201 25
Payroll Accruals Payable 5000 7-Dec-09| 3450 100 720 20 95256 26.46 226 25
PAYG Withholding Payable $67.00 14-Dec-09| 3550 100 740 20 979.02 26.46 251 25
Superannuation Payable 525045 21-Dec-09) 3650 100 760 20 1005.48 26.46 276 25
Employee's name 78400 28-Dec-09 3750 100 780 20 1031.94 26.46 301 25
Provn for Long Senvice Leave 81745.00 4-Jan-10f 2850 100 800 20 1058.4 26.46 326 25
Long-Term Lizilies £es00000 a0 3050 100 820 20 108486 %48 351 2%
Wortgage Loans 558,000.00 18-Jan-10) 4050 100 840 20 1111.32 26.46 376 2
BankLoans 50.00)

25-Jan-10 4150 100 860 20 1137.78 26.46 401 2
Unused accounts 5000 1Feb-10 4250 100 880 20 1164.24 26.46 426 25
Sales TaxPayable 50,00 8-Feb-10) 4350 100 900 20 1190.7 26.46 451 2
Import Duty Payable s0.00] 15-Feb-10) 4450 100 920 20 1217.16 26.46 476 25

To enter data into the above spreadsheet complete the tasks in the following order:-

Background set-up of the spreadsheet

1)
2)

Enter your Church’s name into cell A1

Enter the date on which this is to start into cell T3. This cell will be the end of the first
week when this report is to be used.

If necessary, replace the headings “Insurance/dues”, “Depreciation”, etc with other
headings as appropriate for the Church’s circumstances. However, it is recommended
that the first three headings are kept.

The inclusion of these four sets of data into this spreadsheet is highly recommended,
and one of the major benefits of using it.

a)When the Church regularly sets funds aside for large once-off payments and the funds
have been accumulated through this process, these payments can be made without
affecting other day-to-day operations of the Church. For example:-

i) If insurances and dues are paid annually, and the funds have not been set aside
to pay them, the Church can be financially paralysed for a season whilst these
funds are accumulated.

ii) If Depreciation is not cashed up on a weekly basis, then funds for the
replacement of high cost assets can cause enormous strain on a church. To
replace such assets without having cashed up depreciation would mean that the
Church has to borrow the money to pay for it, or put out a special appeal to the
Church for donations.
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iii) If a cash provision is not set aside on a weekly basis for Long Service Leave the
church can be placed in a difficult position when an employee takes Long Service
Leave and an interim employee has to be found as a replacement. For a season
the Church is paying double wages, and without having accumulated funds to
draw on, the Church may be placed under financial stress.

5) Some specific notes on Insurance and dues

a)“Insurance / dues” is the method of setting funds aside on a weekly basis for large
annual bills that tend to fall in one particular month. If, say, the annual insurance bill
was $12,000 and the dues that go to the State and National head office are 2% of
tithes and offerings (which, if the total for the year was $300,000 would amount to
$6,000). The total of these two is $18,000, or ($18,000 / 52 =) $346 per week. Enter
“$346” into cell W3.

b)The cells below W3 will automatically fill with the same figure. The column W has
embedded formulae in it which can be over-written. Once over-written the formulae
has been erased, but can be restored by clicking on the cell above and dragging down
so that the formula from the cell above is copied into the cell below.

c) If the figure of “$346” is seen at a later time to be an inappropriate figure, it can be
increased or decreased by typing a new figure into column W on the row which has the
appropriate date for the change.

d)As one changes the date in cell H3 a plethora of embedded look-up tables will find the
data in cell H3 and then copy data from the row in which this date appears in
column T.

e)In the week in which either the insurance or dues account is paid, place the value of
that payment into Column V next to the date in column T when the payment was
made. Enter this as a negative figure to subtract it from the accumulating total in
column U.

f) Repeat the processes above for “Insurances / Dues” into the columns for
“Depreciation”, “Long Service Leave Provision” and “Holiday Leave”.

6) Some specific notes on Depreciation.

a)As discussed in an earlier chapter, Depreciation is the method of spreading the cost of
ownership of assets across the life of the assets. Assets wear out, and from time to
time need to be replaced. Using these columns is one method of setting funds aside
for the replacement of assets.

b)From the Depreciation schedule see what the depreciation expense for the Church will
be in one year. Divide this figure by 52 (weeks) and use that as the weekly figure to
put into column Z.

i) This figure may be adjusted up if the Church has a considerable figure for
Accumulated Depreciation in the Balance Sheet. If this is the case (say it is
$20,000) and the Church wishes to cash this up over a 10 year period the
additional weekly amount to be set aside = $20,000/10/52 = $38.46.

c) Also adjust the weekly amount set aside for Depreciation when a new asset is
purchased. Say a sound desk is purchased for $26,000 and it is expected to last for 5
years. The additional amount to be set aside on a weekly basis would be:-

$26,000/5 /52 = $100.
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This would give the Church an amount of $26,000 in 5 years to replace the
sound desk.

7) Some specific notes on Long Service Leave

a)To calculate the amount to be set aside on a weekly basis for potential Long Service
Leave payments, in the future start with the weekly gross salary of all permanent
employees — say this is $3690. (Note: Casual employees get their money for long
service leave, personal leave, etc through the loading they get on their weekly wages).
If the employees are entitled to 13 weeks Long Service leave after 10 years service,
the weekly wage needs to be multiplied by:

13/10=1.3
The cash to be set aside on a weekly basis would be:-
$3690 x 1.3/ 52 (weeks) = $92.25.

b)If the Church has a Provision for Long Service Leave on its Balance Sheet that is not
represented by cash, then it would be appropriate for the Church to start to build up
more cash on a weekly basis to cover this potential future payment.

i) Say there is a Provision for Long Service Leave on the Balance Sheet of
$15,260, which is not reflected in cash to support this liability. The Church may
choose to fund this over (say) 7 years. This would be equal to:-

$15260 /7 / 52 = $41.92 per week.

8) Save the document as, for example “Cash Position Report 101204 in a designated
folder for this report. The number at the end is a representation of the date. If this
representation is used the latest report will be at the end of the list.

a) The representation of the date is made up of (YYMMDD), so the above date of
“101204” represents:-

i) The year in the first two numbers, i.e. 2010

i) The month in the second two numbers, i.e. December

i) The day of the month in the third two numbers, i.e. 4™

iv) Therefore “101204” would be read as 4" December, 2010.

Using the Cash Position Report on a reqular basis

1) If, as is suggested above, the last Cash Position Report was saved with a representation
of the date in the file name, open the last file in the folder where these reports are kept.

2) Immediately save the file with a new date at the end. This will keep the integrity of the file
that was opened — if this doesn’t happen the file that was opened will be over-written with
new data and thus the integrity of the file changed.

3) Enter the date of the report into cell H3. As one clicks onto cell H3, an icon for a drop-
down menu appears to the right of this cell. Click onto this icon and select the
appropriate date.

a)Note: The permissible dates that can be entered into H3 come from the list of dates in
column T. These dates are pre-determined by the date that was entered into cell T3
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4) Fill in the details of the latest bank statement reconciliation and credit card reconciliation
into the relevant cells in columns E and F

5) Transferring data from the accounting software to the Cash Position Report
a)In the Accounting Software select a report that will give the following three things:-
i) The account number
i) The account name
i) The account balance.

iv) Note: the production of this report may require some manipulation of a report that
initially gives more than this, but from the softwares’ capacity to format or design
the report this data can be obtained.

b) Export the report into a spreadsheet
c) Open the spreadsheet that was produced in point b) above

i) Ensure that any extraneous data in the account number column is removed. For
example, if the account numbers are in the format of “1-1160” the “-“ can be
removed by:-

(1) Highlighting all the account numbers — this can be done by clicking on the
letter at the top of the column that holds the account numbers, usually
column A

(2) Use the “Find and Replace” function of the spreadsheet to find the “-* and
replace with nothing — this will remove the “-*

(a) The “Find and Replace” function may possibly be found by pressing the
“Control” key, and then while holding this down, press “H”

i) Ensure that the figures in the account balance column are formatted as numbers.
When first exported from the spreadsheet what appears on the screen looks like
numbers, but may actually be formatted as text — i.e. the spreadsheet will handle
them as it would with letters and punctuation rather than as numerals.

(1) To format the account balances as numbers, the following may work (this is
dependent on the spreadsheet being used)

(a) Highlight the cells containing the account balances by clicking on the first
balance and dragging to the last

(b) Right-click the computer mouse
(c)Select “Format cells” from the drop-down menu
(d) Select “Number” and “Currency”
iii) Ensure that there are no blank rows within the spreadsheet. Do this by:-

(1) Clicking on the first (or last) account number, and drag the mouse to the last
(or first) account balance. This should highlight all the data that was exported
from the accounting software
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(2) Sort the data into “A to Z” order — this will put all the blank cells at the bottom
of the list of data

iv) Press “Control C” to copy the data
d)Go back to the Cash Position Report
i) Click on cell P1

i) Press “Control V” to copy the data into columns P, Q and R of the Cash Position
Report

6) Setting up the data in columns L and M — note this should only need to be done on the
first use of this spreadsheet, or when one wishes to alter the data that is given in the
report

a)Into the white cells in column L enter the account numbers of those accounts that
represent cash to the church, e.g.

i) Investment accounts
i) Petty Cash

i) Undeposited funds
iv) Etc

b)Into cell L26 put the account number of the “GST Paid” account (shown as 21330 in
the example above) this cell is very specific, as it requires particular treatment in the
spreadsheet.

c) Into the white cells in column M enter the account numbers of those accounts that
represent the cash that the church will have to pay out at some future date

i) In Cells M6 to M16 put the account numbers of those accounts where part or all
of the balance may have to be paid out at very short notice — the departmental
balances are the normal accounts to be entered here.

ii) Into cells M23 to M30 put the account numbers of those amounts that will be paid
out at some future point, but there is normally a delay in the payment of these
amounts. The type of account number that would be entered here are accounts
such as

(1) Superannuation that is to be paid on employees’ wages

(2) Tax that has been deducted from employees’ wages and which will be
forwarded to the ATO with the next BAS return

(3) Any GST that has been collected, and which will be forwarded to the ATO
with the next BAS return

i) Into cells M33 to M39 put the account numbers of the fringe benefit accounts for
employees who receive fringe benefits as part of their employment packages.
The amounts that appear in the Cash Position Report represent the fringe
benefits that have been processed for an employee, but which have not been
paid out — this is the employee’s money, but in the Church’s bank account.
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Appendix F
Abbreviations and Trademarks

ATO = Australian Taxation Office

BAS = Business Activity Statement
FBTAA = Fringe Benefit Tax (Assessment) Act
MYOB and AccountRight are registered trademarks of MYOB Technology Pty Ltd
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Appendix G
Reporting Departmental Data for the

Annual General Meeting

The Departmental Report for an Annual General Meeting might look like the following:-

A B C D E E G H | J K I M
L}
1 Enter your Church's name here
2 Deparimental Report for year ending Enter the end of year date here
Ladies . Children's Missions Building
\ Dept Mens' Dept Dept Youth Dept Dept Fund
4 | |Opening Balance $300.00 $150.00| $545.00 $2,316.00 $594.00| $76,342.00 $0.00
6 Income
Transfers from Church
7 or other departments $600.00 $500.00
8 Cash receipts $1,527.90 $30.00| $322.95 $19.40 $4,218.00 $4,981.48
9 Total Income $1,527.90 $30.00| $922.95 $19.40 $4,718.00 $4,981.48 $0.00 $0.00 $0.00 $0.00
10
11 Expenses
Transfers to Church or
12 | [other departments $500.00
13 Cash Payments $256.00 $0.00| $1,245.00 $183.85 $4,110.00 $1,578.02
14| |Total Expenses $256.00 $0.00| $1,245.00 $683.85 $4,110.00| $1,578.02 $0.00]  $0.00] $0.00 $0.00
15
16 Closing balance $1,571.90 $180.00 $222.95 $2,151.55 $1,202.00| $79,745.46 $0.00 $0.00 $0.00 $0.00
17

A template for up to 10 departments as above is included with this book, as well as a
template for up to 20 departments.

To complete the data for this report, enter the following data:-

e Enter the Church’s name into row 1

Enter the date of the report into the cell in row 2

Enter the names of the departments into row 3

Enter the opening balances of each department into row 4

o This will be the same as the closing balances from the previous year

Enter any transfers from either the Church to a Department or from another
department into row 7

o The funds transferred from the Church to a Department will be the end-of-
year value given in accounts such as 6-1040 Childrens’ Ministry. This account
is the amount that the Church has transferred from Church funds, which are
separate and distinct from the funds that the department has raised by itself,
which will be shown in accounts such as 6-4300 Transfer to Children’s
Department

o The funds transferred to a department from another are (most likely) going to
be either a regular monthly transfer (such as Youth to Missions), or once-off
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transfers to sponsor a particular purpose. These transfers will need to be
found by investigating the credit entries in relevant “3" account for each
department.

e Enter the cash received by a department from all other external sources into row 8

o The cash received by a department will be represented by the amount that is
recorded in the relevant “4” account for the department, then uses the
appropriate “6” account to transfer the funds to the department’s “3” account.
See earlier notes in the text on this process of how to quarantine funds that
the departments raise for their own use.

e Enter the cash paid out to another department or back to the Church into row 12

o The funds transferred from one department to another are (most likely) going
to be either a regular monthly transfer (such as Youth to Missions) or once-off
transfers to sponsor a particular purpose. These transfers will need to be
found by investigating the debits to the relevant “3“ account for each
department.

e Enter the cash paid out to third parties into row 13

o This will be the total amount debited to the relevant “3” account less the
amounts transferred to another department or back to the Church.
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