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REPROACH 
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Strategic Framework for Congregational Accountability & Trust

Church Clergy Tax Management & Compliance



Today's 

Agenda

 Why Financial Transparency Matters

 Monthly Reporting to Board & 

Congregation

 Annual Financial Statements & Audits

 Budget Development & Variance 

Analysis

 Donor Communication & Restricted 

Funds

 Building Congregational Trust Through 

Transparency



Why 

Financial 

Transparency 

Matters

 Lack of transparency is #1 reason members 
leave churches or reduce giving

 Congregational trust directly correlates to giving 
levels (transparency = more donations)

 IRS & state AGs expect transparent financial 
reporting as sign of legitimacy

 Opaque finances invite suspicion and encourage 
whistleblower complaints to regulators

 Financial disclosures are stewardship requirement 
- donors deserve to know how funds used

 Research: Churches with transparent financials 
have 25% higher giving than secretive churches

 Transparency prevents fraud - visible finances 
deter embezzlement attempts



Financial Transparency: Definition & 

Boundaries

What Transparency Includes
• Total revenue & sources

• Expense categories & amounts

• Fund balance position

• Staff compensation (aggregated)

What Remains Private

• Individual donor names/amounts

• Personal employee information

• Restricted fund donor intent

• Personnel details



Monthly 

Board 

Reporting 

Critical 

Oversight

 Required Every Month: Financial statements 
showing budget vs. actual for all funds

 Statement of Activities: Revenue by source, 
expenses by category, net change in fund 
balance

 Statement of Financial Position: Assets, liabilities, 
fund balances (balance sheet)

 Variance Analysis: Explain significant differences 
between budget and actual (red flags)

 Cash Flow Report: Cash position, upcoming 
obligations, liquidity assessment

 Timeliness: Available to board BEFORE meeting 
(not handed out at meeting)

 Audit Trail: Financial committee reviews & 
approves before board discussion



Variance Analysis: Understanding the Numbers

Budget: $50K

Projected ministry expenses for month

Actual: $55K

What was actually spent

Variance: $5K over

Explanation: Emergency roof repair (one-time, expected completion next month)



Quarterly 

Congre-

gational 

Financial 

Updates

 Simple Format: One-page summary of total 
giving, total expenses, net position

 Include Charts: Pie chart showing expense 
breakdown (ministry, admin, facility, outreach)

 Year-to-Date Comparison: Current year vs. prior 
year giving trends

 Ministry Impact: Show how funds translate to 
ministry (X dollars = Y people served)

 Distribution Method: Bulletin insert, website, email, 
announcement at service

 Tone: Positive, grateful for giving, transparent 
about challenges

 No Details Needed: Don't overwhelm members 
with balance sheet details



Annual 

Financial 
Statements: 

Full 

Disclosure

 Statement of Activities: Full-year revenue by 
source, expenses by category, fund changes

 Statement of Financial Position: Complete 
balance sheet (assets, liabilities, net assets)

 Statement of Cash Flows: Where cash came from 
and where it went

 Notes to Statements: Explanations of significant 
items, accounting policies, restrictions

 Comparison to Prior Year: Show trends and 
growth (or concerns)

 Schedule of Fund Balances: Breakdown by 
general fund, restricted funds, designated funds

 Required by: IRS (Form 990), State AG, members' 
right to know



Annual Audit or Review: External Verification

Audit (Most Assurance)

• CPA tests transactions

• Verifies assets exist

• Checks internal controls

• Issues "clean opinion"

• Cost: $2K-5K+ (larger churches)

Review (Moderate Assurance)
• CPA analyzes statements

• Limited testing

• Identifies inconsistencies

• Issues "review report"

• Cost: $1K-2K (smaller churches)

BOTH build credibility with IRS, state AGs, and congregation



Budget 

Development: 
Transparent 

Process

 Timeline: Budget process begins in Q4 
(September-October) for following year

 Input Gathering: Committees submit budget 
requests with justifications

 Finance Review: Committee evaluates 
requests, identifies priorities

 Board Approval: Board formally approves 
budget with board resolution

 Congregational Presentation: Present budget 
to members BEFORE year starts (transparency)

 Member Input: Allow members to ask 
questions about budget priorities

 Flexibility: Allow adjustments during year as 
circumstances change (with board approval)



Restricted 

Funds: 

Honor 

Donor 

Intentions

 Restricted Fund Definition: Donor gift designated 
for specific purpose (building fund, youth ministry, 
mission)

 Tracking Requirement: Track restricted funds 
separately in accounting system

 Usage Obligation: Use funds ONLY for donor's 
intended purpose (legal requirement)

 Donor Communication: Report to donors on how 
their restricted gift was used

 Board Monitoring: Finance committee verifies 
restricted funds used appropriately

 Unspent Balances: If restricted gift not fully used, 
communicate timeline for completion

 Misuse = Fraud: Using restricted funds for different 
purpose is breach of trust & potentially illegal



Designated Funds: Board Priority Setting

Designated Fund Purpose
• Board sets aside funds

• For future strategic needs

• Building reserve fund

• Emergency fund

Key Difference from Restricted

• No donor restriction

• Board can change purpose

• Shows prudent planning

• Transparent communication



Website 
Transparency

: Digital 

Accessibility

 Available to View Online: Current & prior year 
financial statements on church website

 Form 990: Make Form 990-N/990-EZ/990 available 
(public document anyway)

 Annual Summary: One-page simplified financial 
summary for members/visitors

 Audit Report: Post CPA audit opinion & summary 
of findings

 Contact Info: Provide treasurer/finance 
committee contact for questions

 Ministry Impact: Translate numbers to impact: 
"Your $100 donation provides X ministry"

 Compliance Note: Many state AGs expect 
churches to have financial info readily available



Impact: Transparency Increases Giving & 

Member Loyalty

Transparent Church
• Members give more (25% avg)

• Higher retention rate

• Trust in leadership

• Fewer complaints

• Less susceptible to fraud

Opaque Church

• Members give less

• Higher turnover

• Suspicion of leadership

• Frequent complaints

• Higher fraud risk



Case Study: The Secret Finances Rebellion

Situation: Church leadership kept financials secret. Board didn't share reports with congregation. 

Members asked questions, told nothing.

The Problem: Giving declined 30% in 2 years. Members left for other churches. Rumors of misuse 

spread.

Result: New leadership implemented quarterly financial reports to congregation. Gave members access 

to financials. Giving recovered to prior levels within 18 months. Trust restored.

 Learning: Transparency is not weakness - it's strength. Trust builds giving.



Case Study: The Restricted Fund Violation

Situation: Donor gave $50K specifically for youth ministry building. Leadership used $30K for general 

operating expenses instead.

Discovery: Donor asked for update on youth building. Leadership avoided question. Donor contacted 

CPA who reviewed financials.

Result: Donor demanded $30K restitution. Church reputation damaged. Leadership required to 

implement restricted fund tracking. Donor stopped giving.

 Learning: Misusing restricted funds violates donor trust AND legal obligation. Track separately, 

report regularly.



Financial 

Transparency 

Checklist

 ☐ Monthly financial statements prepared within 
15 days of month-end

 ☐ Budget vs. actual variance analysis included 
with all reports

 ☐ Financial statements reviewed by Finance 
Committee before board meeting

 ☐ Quarterly summary report shared with 
congregation (bulletin insert or email)

 ☐ Annual financial statement completed & 
available by March 31

 ☐ Independent audit or review engagement 
completed annually

 ☐ Form 990 or Form 990-N filed timely with IRS

 ☐ Financial statements available on church 
website



Financial 

Transparency 

Checklist - 

Continued

 ☐ Restricted funds tracked separately & used only for 
intended purpose

 ☐ Designated funds documented with board 
resolution

 ☐ Donors reported on use of their restricted gifts 
(annually minimum)

 ☐ Annual budget approved by board & presented 
to congregation

 ☐ Cash flow projections prepared quarterly (plan for 
liquidity)

 ☐ Fund balance policy documented (e.g., maintain 
3 months operating expenses)

 ☐ Accounting software tracks all transactions with 
audit trail

 ☐ Finance committee reviews controls & fraud risk 
quarterly



Financial Transparency: 120-Day 

Implementation Plan
Days 1-30
• Audit current practices

• Review prior statements

• Identify gaps

Days 31-60

• Create new report templates

• Set up fund tracking

• Schedule audit/review

Days 61-120

• Implement monthly reporting

• Issue first congregational update

• Website disclosure setup



Communication 

Strategy: 

Explaining 

the 

Numbers

 Avoid Jargon: Use simple language, not 
accounting terminology

 Visual Charts: Pie charts showing expense 
breakdown more effective than numbers

 Ministry Impact: Translate dollars to ministry: 
"Your $X support helped Y people"

 Transparency About Challenges: If giving is 
down, explain honestly & show plan

 Gratitude First: Lead with appreciation for 
giving, not just reporting numbers

 Questions Encouraged: Invite members to ask 
about financial decisions

 Regular Updates: Consistent communication 
(quarterly or monthly) builds trust



Key 
Takeaways

 Financial transparency increases giving by 
25% on average

 Monthly board reports & quarterly 
congregational updates are ESSENTIAL

 Independent audit or review builds credibility 
with IRS, state AGs, and members

 Restricted funds must be tracked separately 
and used ONLY for donor intent

 Website financial disclosures show 
professionalism & build trust

 Transparency prevents fraud - visible finances 
deter theft & embezzlement

 Clear communication translates numbers into 
ministry impact



TRANSPARENCY 

IN FINANCES 

DEMONSTRATES 

STEWARDSHIP 

AND 

STRENGTHENS 

MINISTRY

Build 
Congregational 
Trust Today

Next: Church Governance & Bylaws



Thank You

FINANCIAL 

TRANSPARENCY: 

THE FOUNDATION 

OF 

CONGREGATIONAL 

TRUST & MINISTRY 

GROWTH

Questions & Discussion Welcome


	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23

