Designated Funds Administered By The Clergy

It is a common practice for a congregation to set aside a sum of money in a designated fund
(sometimes called a Benevolence Fund, Mercy Fund, etc.) to be made available to the rector of
the parish to distribute according to the guidelines and for the purposes that advance the ministry
of the parish.

As with all funds donated to the parish, the funds deposited in a designated account for use by
the rector belong to the parish, not the individual. The rector essentially acts as a trustee of the
designated funds that are owned by the parish.

All donations intended for this designated fund should be made to the parish, deposited in a
parish account and then transferred to the designated account. Checks should be made out to the
parish, not the rector. If a check is made out to the rector, that becomes income to the rector and
is subject to income tax, and it does not qualify as a charitable contribution. If checks are made
out to the parish, they are tax deductible.

The vestry should establish a clear policy and procedure on how the designated fund is to be
funded, dispersed, and maintained. The vestry should periodically review the practices and
management of the fund to ensure all parties understand the procedures and that the rector is
protected from tax or misappropriation risk.

Since the rector has wide discretion regarding the distribution of designated funds, maintaining a
confidential (but not secret) record indicating to whom and when funds are dispersed, as well as
the ministerial purpose thereof, is essential.

The monthly reconciliation of the account should be completed by the parish treasurer or other
financial officer of the parish. Furthermore, the funds in this account should be included in the
annual parish financial review and, when it is time, in the regularly scheduled external audit.
Additionally, there should be a limit on the dollar amount that may be expended at any one time
without advance notice and agreement from the vestry (or their designee).

The appropriate and traditional use of such a designated fund is to address needs among
congregation and community members. Payments for food, rent, utilities, and medical bills for
persons in need are typical uses of these funds. Wherever possible, payments should be made
directly to the provider rather than the individual or family.

Ministry expenses, continuing education, travel and entertaining expenses should, if deemed
appropriate by the vestry, be funded as a line item in the parish operating fund, rather than from
this designated fund.

Designated funds under the rector’s control are not to be used to benefit the rector or a member
of the rector’s family directly or indirectly. Prohibited uses of these funds include payments for



anything that personally benefits the rector or his family. Therefore, personal clothing, food,
books, rent, utilities, insurance premiums, medical expenses, etc., of the cleric are inappropriate
expenditures by or through designated accounts administered by the rector. In no case should
these funds be used to purchase alcohol, tobacco, or weapons of any kind. If any portion of this
designated fund is used for personal benefit the entire amount of monies deposited into the
account will be added to the taxable income of the clergy person receiving the benefit. The
individual misusing the funds may be exposed to both civil and/or criminal liability and
canonical discipline.

This is a sample policy presented to the clergy at the ADOC clergy gathering at All Saints
Anglican in Weddington, NC on January 17th 2024.



