
Designated Fund Management Policy     

iIn the Presbyterian Church (U.S.A.), the session is responsible for the overall guidance 
and direction of the ministry of the local church including matters of budget and finance. 
It is extremely important that church leadership exercise all possible care to keep the 
number of restricted and designated funds to a minimum.  These funds always possess 
the problem of drawing funds away from the unified budget of the church. In order to 
manage the restricting of church funds, the following policy has been adopted:

Designated Funds Defined:

Designated funds are charitable contributions with the stipulation (designation and/or 
action of setting aside) that they be used for a specified purpose (i.e., an approved 
project, program and/or ministry of the church).  Donors make contributions to the
church, designating how the contribution is to be spent and are held by the church for 
the specific purpose outlined by the donor. 

The church should not automatically accept restricted/designated funds as tax-
deductible charitable contributions. This policy is to insure that funds are truly tax-
deductible charitable contributions and not received for purposes contrary to the 
ongoing ministries of the church and ultimately become funds that are not useable. This 
policy is also intended to avoid receiving funds for the same purpose as specific line 
items in the budget.

The Session, in an official business meeting will approve all such funds. The fund must 
be publicized and promoted for the same purpose to receive contributions as contained 
in the written description of the fund.

Contributions designated to a group or organization within the church (i.e. Sunday 
school class) for the organization’s exclusive use and under its total control is not a 
deductible contribution to the church. (The class is not a 501(c) (3) organization.) The 
church cannot add the designated contribution to the donor’s contribution statement 
because the church does not have any control over the distribution. 

Previously Designated Funds:

The church must operate under the original terms (verbal or written) that were assumed 
when the existing designated funds were established. An attempt will be made to have 
the originating donor complete the Request for New Designated Fund form in order to 
document the purpose of the funds and how the funds will be managed.

Process for Establishing a Designated Fund 

 Any member of the church or community may request the establishment of a 
designated fund. They are referred to as the originating donor(s).  The member 
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must present a written request to the Treasurer or Finance Committee using the 
Request for new Designated Fund form (see attachment A).

 The Treasurer will determine if the request is a tax-deductible charitable 
contribution and is compatible with the mission of the church. (note: Neither the 
Treasurer nor the church provide tax advice- consult your tax advisor.)

 If the finance committee determines the gift is acceptable as designated, then 
they will present the request for a new designated fund to the session during the 
next regular or special session meeting for approval and activation to receive 
gifts from all of the church membership and others over and above tithes and 
offerings.

 If the designation is not approved by the session, the originating donor will be 
contacted and encouraged to redirect the gift to an existing fund or use within the 
budget.  If that is not possible, the gift will be returned and not recorded as a 
contribution. This must be done before year-end contribution statements are 
distributed.

 A list of contributions and donors will be kept for Internal Revenue Service 
required record keeping.  

 Members should be made aware that the Designated Funds policy has been 
established with instructions on how to request a designation.  

 The session may decide to approve of a new designated fund originating out of 
the session in a called session meeting. The clerk of session should complete 
the Designated Funds form so that the intent of the designation is spelled out as 
well as other pertinent information.

 The monthly financial reports to the church will keep the designated funds 
separate from the operating portion of the budget.  It is important to help the 
membership and visitors understand that any dollar amounts held in trust as
designated funds are not available to assist the church in meeting budget needs 
for the operations of the church.

Funds Received for New Funds Without Written Authorization.  

 Counters/tellers should observe the gift during the counting process as a gift to 
an unapproved restricted/designated fund.

 The counters/tellers will record the gift on the count sheet in red or highlight the 
description and amount as a potential new designated fund. It is important to 
note that the counters/tellers are not authorized to approve a gift to a new 
designated fund.

 The Treasurer will temporarily deposit the gift, request a formal written request
from the originating donor, and inform them that the funds are temporarily 
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deposited and will need to be approved by the session before the designation will 
be set up.

.  Distributing Funds from a Designated Account

 Designated funds will be distributed in a manner and purpose as spelled out by 
the fund description from the originating donor.

 If funds are designated for a purpose but the purpose of the designation is added 
as a line item to the Operating budget, then the accounting principle of “using the 
most restricted funds first” must be applied.

 Without a prior written agreement with the originating donor in the church 
documents (see Attachment A), the only way the church can unilaterally change 
the purpose of a designated donation is by court order.

 If the church has accepted designated funds for a specific purpose and the 
“sunset clause” (see definition at end of document) is not in affect, but later decides to not 
pursue the purpose of the funds, the condition has been changed and the 
donor(s) will be given the following options:

o The contribution can be retained as a designated fund if there is a 
possibility that the church may pursue the purpose sometime in the future.

o If the donor(s) can be identified, they will be asked if they would like to 
change the designation of their gift or move to the general operating fund.

 The church will request the donor’s decision in writing in order to avoid any 
misunderstandings.

 The church may not be able to identify all of the donors who contributed to a 
specific fund.  This can often be the case when some persons donated cash gifts 
without any identification and/or the gifts were made years prior to the church 
abandoning the plans to build, etc.  The donors may have moved, or records are 
too old or have been destroyed and therefore contact is not possible.  In such an 
event, the session should have an official business meeting to decide how such 
funds should be handled.  
NOTE:  This procedure is only appropriate for that portion of any fund that cannot be 
identified to specific donors.

Designated Fund balances should be reviewed annually by the session to determine if 
the funds are still relevant as supporting a mission of the church. If the funds are no 
longer relevant to the mission of the church then the session should proceed with the 
process above of contacting the donors for resolution.

The Request for Designated Funds will include a “sunset clause” that must be signed by 
the originating donor(s). If the funds are not dispersed within 3 years after the last 
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donation to the fund, then the session, at their discretion, has the authority to move the 
balance to a similar authorized fund or to any fund deemed appropriate by the current 
active session.

                                            Attachment A                                                                              

Request for New Designated Fund

Fund name: _____________________________________________

A. Purpose and complete description of the fund 

Why is this designated fund needed and how will it further the church’s mission?  

B. How will the funds be spent?

C. What is the time frame for this fund?

D. How will the designated account be closed?

E. How can any money left in the fund be dispersed after the fund is 
closed?  [A-Move to General Operating, B- Move to another Designated Fund or 
C-Other (detail “other” below)]

Originating Donor signature_____________________       Date____________

 By signing this contract, you acknowledge receiving a copy of the Designated Funds Policy and agree that if 
the funds are not dispersed within 3 years from the last donation, the session has the right to transfer the 
funds to a similar authorized fund or to any fund deemed appropriate by the current session (“sunset 



Designated Fund Management Policy     

clause”). Every effort will be made to communicate with the donor(s) if the transfer of funds is brought before 
the session for consideration of invoking the “sunset clause”.

                                                            
i Version 1 approved by CPC Session 4/15/13


