


<<Insert Parish / School Letterhead>>

RESTRICTED FUND POLICY
[Parish Name]
Section I: Purpose
This policy establishes standards for accepting, recording, spending, monitoring, and reporting restricted funds at [Parish Name] in accordance with donor intent, the Archdiocese of Milwaukee Parish Financial Management Manual (PFMM), AICPA nonprofit guidance, and U.S. Generally Accepted Accounting Principles (GAAP).
Section II: Definition of Restricted Funds
Restricted funds are contributions or other assets whose use is limited by donor-imposed restrictions or other applicable restrictions. They are tracked separately from unrestricted resources and may not be commingled with general operating funds in reporting.
Section III: Authority to Accept Restrictions
Only the Pastor/Parish Administrator/Parish Director, in consultation with the Finance Council, may accept restricted gifts on behalf of the parish. The parish may decline a restricted gift for various reasons, including, but not limited to the following:
The restriction is:
a) inconsistent with Catholic doctrine, the parish mission, or canon law;
b) administratively impractical;
c) legally or ethically problematic; or
d) likely to create an ongoing obligation the parish cannot meet.
Section IV: Establishment of Restricted Funds
When a restricted fund is established, the following information should be collected:
a) Fund name
b) A clear statement of purpose
c) Donor restriction terms (exact language; save copy of donor letter with policy)
d) Start date
e) Responsible staff member or committee
f) Class or department code to be used for tracking financial activity in the fund
g) Defined spending rules
h) Reporting requirements

This information may be documented using the Restricted Fund Profile template.
Section V: Purpose & Permitted Use
Restricted funds should be used exclusively for the purpose(s) stated in the fund documentation. Expenditures that fall outside the stated purpose are prohibited unless the policy is formally amended. If a payment benefits both restricted and unrestricted purposes, the parish must document the allocation methodology before charging the fund.
Section VI: Prohibited Uses
Restricted funds may not be:
a) used for general operating expenses unless specifically allowed by the donor restriction;
b) borrowed from without the written authorization of the Pastor/Parish Administrator and Finance Council, with documentation of the repayment plan;
c) overspent beyond the available restricted balance; or
d) used to support activities outside the stated restriction.
Section VII: Funding Sources
All contributions must be clearly identifiable as intended for the restricted purpose.
Restricted funds may receive income through various sources, including, but not limited to: special envelopes, gifts, bequests, fundraiser proceeds, etc.  In each case, the donor intent to restrict the donation must be clearly stated.  In the case of fundraisers, if the fundraiser is raising funds for a restricted fund, advertisements, program brochures, etc. need to clearly state the restricted purpose.
Section VIII: Expenditure Authorization
No disbursement shall be made from the fund without proper authorization. The following approval requirements shall apply:
[Define spending thresholds and who must approve. Consider tiered approvals for smaller vs. larger amounts, and any Archdiocesan approval requirements for major capital projects.]
Example: Expenditures up to $10,000 require the written approval of the Pastor/Parish Administrator upon recommendation of the Finance Council. Expenditures exceeding $10,000 require approval by the Finance Council and the Parish Pastoral Council. Projects exceeding $25,000 are additionally subject to Archdiocesan review per PFMM guidelines.
Section IX: Governance & Oversight
Ongoing stewardship of the fund shall be the shared responsibility of the parties identified below, consistent with the PFMM. The parish finance director or bookkeeper shall maintain the accounting records. The Pastor and Finance Council shall review restricted fund activity periodically.
[Identify the committees, councils, or individuals responsible for monitoring and recommending expenditures from the fund.]
Example: The Buildings & Grounds Committee shall identify capital needs and present recommendations to the Finance Council. The Finance Council shall evaluate proposals and advise the Pastor/Parish Administrator on the use of fund resources. The Pastor/Parish Administrator retains final approval authority over all expenditures.
Section X: Accounting Treatment
Restricted contributions shall be recognized as revenue with donor restrictions when received or promised, as applicable under GAAP. Releases from restriction shall be recorded when the specified purpose is met or the restriction expires. Restricted funds shall not be commingled with unrestricted operating funds in financial reporting.
The fund balance shall be reported on the parish Confidential Financial Statement (CFS) in accordance with Archdiocesan accounting standards.
Section XI: Reclassification & Release of Restrictions
A restriction may be released only when:
a) the donor-specified purpose is fulfilled;
b) the restriction expires by time or event;
c) the donor provides written release or modification; or
d) a court or authorized governing process permits modification under applicable law.
Section XII: Unused Balances
Balances remaining in a restricted fund may:
a) remain available for the stated purpose;
b) be carried forward if the donor intent permits; or
c) be addressed through donor communication or legal/administrative process if the purpose is complete and no further use is possible.
Section XIII: Investment & Cash Management
Restricted cash may be pooled with other parish funds for investment purposes only if the parish can separately track and honor the restricted balance at all times. Shortfalls in pooled cash do not eliminate the restriction.
[State whether the fund is required to maintain a minimum balance, and if so, the amount and rationale.]
Example: The fund is not required to maintain a specific minimum balance. However, the Finance Council shall periodically assess the adequacy of the fund in relation to anticipated capital needs.
Section XIV: Amendment & Dissolution
This policy may be amended by a vote of the Finance Council with the approval of the Pastor/Parish Administrator. Any amendment shall be documented in writing and appended to or replace this policy.
In the event the fund is dissolved, any remaining balance shall be transferred to the parish general operating fund or applied to a purpose consistent with the original intent of the donors, as determined by the Finance Council and Pastor/Parish Administrator.
Section XV: Reporting & Transparency
The parish shall provide a summary of restricted fund activity to parish leadership and the Finance Council at least quarterly and to the parish community at least annually (typically within the Parish Annual Report). Each report shall include:
a.  Beginning fund balance
b.  Contributions received during the period
c.  Expenditures & releases from restriction, including a description of projects or purposes funded
d.  Ending fund balance
Section XVI: Documentation & Record Retention
Supporting documents must be retained for each restricted fund, including:
a) donor letter, gift agreement, or special envelope from offertory;
b) Pastor or Finance Council approval;
c) General ledger coding instructions;
d) invoices, receipts, and proof of payment; and
e) correspondence or documentation regarding any modification of donor intent.
Section XVII: Policy Review
This policy shall be reviewed annually by the Finance Council and updated as needed. Reviews should be noted in the finance council meeting notes.



APPROVALS
By signing below, the undersigned attest that this Restricted Fund Policy has been reviewed and approved by the Parish Finance Council and the Pastor/Parish Administrator.
Effective Date:  ________________________
	Title
	Signature
	
	Date

	Pastor / Parish Administrator / Parish Director
	
	
	

	Trustee Secretary
	
	
	

	Trustee Treasurer
	
	
	

	Pastoral Council Chair
	
	
	

	Finance Council Chair
	
	
	


Retain a signed copy of policy in parish files. 
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