Restricted v. Unrestricted Funds Quiz
Example 1:  The parish is undertaking an addition to the school.  The parish conducts a capital campaign to raise $1,000,000 to pay for the addition.  

Example 2: The parish has a net surplus of $50,000 at the end of the fiscal year. They decide to set aside reserves for facility premises maintenance that need to occur in a future fiscal year.  It formalizes this through action of the pastoral and finance councils.  

Example 3: A donor comes forward and offers the parish $25,000 to maintain the church pipe organ.  
Example 4: The Christian Mother’s Club has $12,520 in their checking account. The money is raised through bake sales during the year.
Example 5: The parish receives a large bequest.
Restricted funds contain a donor specified legal restriction as to how the funds may be used.  The restriction may come about by the solicitation under which the funds are collected or by the donor upon making the donation.
Note 1: An endowment is established to support the parish.  While the restriction is generic, since it is formalized in an endowment (legal contract), the monies held in the endowment are legally restricted. 

Note 2:  All donor restricted funds must be documented in writing.  The solicitation and donor list for the school will suffice for example 1.  Example 2 must be documented by the donor along with the donation, or in its absence, the church must acknowledge the restricted donation in writing to the donor to document the restriction.  It may be prudent to allow for alternative uses of the funds, especially if the restriction is rather narrow.  (Restricting a donation to a church pipe organ may prohibit use of the donation if at some time in the future the pipe organ is removed and not replaced.  It is better to direct the restricted funds first to the pipe organ, then to liturgical music support to allow some flexibility while maintaining the donor’s wishes.)
Unrestricted funds do not contain a donor specified legal restriction as to how the funds may be used.  
Note 1:  Revenue collected from the Choice program must be used for qualified educational purposes but it is not a donation, therefore is not donor restricted.  Similarly, receipts for a state funded hot lunch program must be used for that purpose but is also not a donation.  Amounts that do not qualify are returned to the payor.
Note 2: A “Memorial” fund is established with donations or a bequest.  If the memorial does not contain donor restrictions, it is unrestricted and may be used for any purpose the parish determines.
Note 3: All other funds held by a parish without a legal restriction are general funds available to satisfy any obligations of the parish.
Other Reminders:

· Donations, memorials and bequests are revenue to the parish and must be reported on the Statement of Revenues and Disbursements.  Record the revenue as unrestricted or restricted based on the legal status discussed above.

· Disbursements of fund balances are expenditures of the parish and are also reported in the appropriate account and unrestricted/restricted column on the CFS.

· Document!  Document!  Document!  If a donation is not clearly documented as a legal restriction as to the use of the funds, it will be unenforceable in court and the donation is classified as unrestricted.
