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1. PURPOSE AND SCOPE
1.1 Purpose: The purpose of this Restricted Fund Spending Policy is to establish the standards and procedures by which [NONPROFIT ORGANIZATION NAME] (the "Organization") accepts, records, tracks, manages, and expends funds that donors have restricted for specific purposes.
1.2 Scope: This Policy applies to all restricted funds received by the Organization, including but not limited to grants, designated gifts, endowment income, capital campaign contributions, and program-specific donations.
1.3 Policy Statement: The Organization shall use all restricted funds solely for the purposes specified by the donor or grantor and in accordance with all applicable laws, regulations, and accounting standards.

2. DEFINITIONS
2.1 Restricted Fund: A fund established to account for resources that are restricted by a donor or grantor for a specific purpose, time period, or both.
2.2 Temporarily Restricted Funds: Funds subject to donor-imposed stipulations that may be fulfilled by actions of the Organization or that expire by the passage of time.
2.3 Permanently Restricted Funds: Funds subject to donor-imposed stipulations that neither expire by the passage of time nor can be fulfilled or otherwise removed by actions of the Organization.
2.4 Unrestricted Funds: Funds available for any purpose consistent with the Organization's mission and exempt purpose.
2.5 Release of Restriction: The process by which a restricted fund is reclassified as unrestricted once the donor-imposed restriction has been satisfied.
2.6 Designated Funds: Funds set aside by the Board of Directors for a specific purpose, which remain unrestricted for accounting purposes.
2.7 Restricted Fund Register: The official record maintained by the Organization listing each restricted fund, its purpose, balance, and activity.

3. ROLES AND RESPONSIBILITIES
3.1 Board of Directors: The Board of Directors is responsible for approving this Policy, overseeing compliance, and approving expenditures from restricted funds where required.
3.2 Finance Committee: The Finance Committee is responsible for reviewing restricted fund activity, monitoring compliance with donor restrictions, and reporting to the Board of Directors.
3.3 Executive Director: The Executive Director is responsible for ensuring that restricted funds are used in accordance with donor intent and for approving expenditures within delegated authority.
3.4 Chief Financial Officer or Treasurer: The [TITLE OF FINANCIAL OFFICER] is responsible for maintaining the Restricted Fund Register, recording all restricted fund activity, and preparing periodic reports.
3.5 Program Managers: Program Managers are responsible for requesting expenditures from restricted funds and ensuring that such expenditures are consistent with the applicable restriction.

4. ACCEPTANCE OF RESTRICTED FUNDS
4.1 Review Before Acceptance: Before accepting any restricted gift or grant, the Organization shall review the terms and conditions to determine whether the restriction is consistent with the Organization's mission and capacity.
4.2 Authority to Accept: Gifts and grants under [DOLLAR THRESHOLD FOR ACCEPTANCE] may be accepted by the [TITLE OF AUTHORIZED OFFICER]. Gifts and grants at or above [DOLLAR THRESHOLD FOR ACCEPTANCE] require approval by the [BOARD OF DIRECTORS OR FINANCE COMMITTEE].
4.3 Documentation: All restricted gifts and grants shall be documented in writing, including the donor's name, the amount, the specific restriction, and any conditions or deadlines.
4.4 Refusal of Gifts: The Organization may decline any restricted gift or grant that is inconsistent with its mission, creates an undue administrative burden, or imposes conditions the Organization cannot reasonably satisfy.

5. ESTABLISHMENT OF RESTRICTED FUNDS
5.1 Fund Creation: A separate restricted fund shall be established in the accounting records for each distinct donor restriction.
5.2 Fund Identification: Each restricted fund shall be assigned a unique fund number and a descriptive name reflecting its purpose.
5.3 Register Entry: Each restricted fund shall be entered in the Restricted Fund Register with the following information: [FUND NAME], [FUND NUMBER], [DONOR NAME], [RESTRICTION DESCRIPTION], [ORIGINAL AMOUNT], [DATE RECEIVED], and [EXPIRATION DATE IF ANY].
5.4 Notification: The [TITLE OF FINANCIAL OFFICER] shall notify the [BOARD OF DIRECTORS OR FINANCE COMMITTEE] of each newly established restricted fund within [NUMBER] days of receipt.

6. TRACKING AND ACCOUNTING
6.1 Separate Accounting: The Organization shall maintain separate accounting records for each restricted fund to ensure that expenditures are properly charged against the correct fund.
6.2 Accounting Standards: Restricted funds shall be accounted for in accordance with [APPLICABLE ACCOUNTING STANDARDS, E.G., GAAP, FASB ASC 958].
6.3 Restricted Fund Register: The Restricted Fund Register shall be updated within [NUMBER] days of each transaction and reconciled monthly.
6.4 Reconciliation: The [TITLE OF FINANCIAL OFFICER] shall reconcile all restricted fund balances to the general ledger on a [MONTHLY/QUARTERLY] basis.
6.5 Record Retention: Records of all restricted fund activity shall be retained for a period of not less than [NUMBER] years or as required by law.

7. EXPENDITURE PROCEDURES
7.1 Allowable Expenditures: Expenditures from a restricted fund shall be permitted only if they directly advance the purpose for which the fund was established.
7.2 Expenditure Request: All requests for expenditure from a restricted fund shall be submitted in writing using the Organization's standard expenditure request form, specifying the [FUND NAME], [FUND NUMBER], [AMOUNT REQUESTED], [PURPOSE OF EXPENDITURE], and [SUPPORTING DOCUMENTATION].
7.3 Approval Authority: Expenditures from restricted funds shall be approved as follows: expenditures up to [DOLLAR THRESHOLD] by the [TITLE OF AUTHORIZED OFFICER]; expenditures from [DOLLAR THRESHOLD] to [DOLLAR THRESHOLD] by the [TITLE OF AUTHORIZED OFFICER]; and expenditures above [DOLLAR THRESHOLD] by the [BOARD OF DIRECTORS OR FINANCE COMMITTEE].
7.4 Documentation: Each expenditure shall be supported by invoices, receipts, or other documentation sufficient to demonstrate that the expenditure is a proper charge against the restricted fund.
7.5 Prohibited Expenditures: Restricted funds shall not be used for expenditures that are inconsistent with the donor's restriction, including but not limited to [LIST OF PROHIBITED EXPENDITURES].
7.6 Administrative Allocation: Unless prohibited by the donor, up to [PERCENTAGE] of each restricted grant may be allocated to administrative and indirect costs, in accordance with the donor's written agreement.

8. RELEASE OF RESTRICTIONS
8.1 Determination: The [TITLE OF FINANCIAL OFFICER] shall determine when the purpose of a restricted fund has been fulfilled or when a time restriction has expired.
8.2 Approval of Release: Release of a restriction shall be approved by the [TITLE OF AUTHORIZED OFFICER] and documented in writing.
8.3 Reclassification: Upon approval, the remaining balance of the restricted fund shall be reclassified as unrestricted or as otherwise directed by the donor.
8.4 Residual Balances: Any residual balance remaining after the restriction has been fulfilled shall be handled in accordance with the donor's written instructions or, if none, as determined by the [BOARD OF DIRECTORS].

9. REPORTING AND MONITORING
9.1 Periodic Reports: The [TITLE OF FINANCIAL OFFICER] shall prepare a report of restricted fund activity for the [BOARD OF DIRECTORS OR FINANCE COMMITTEE] on a [MONTHLY/QUARTERLY] basis.
9.2 Report Contents: Each report shall include, at a minimum, the [FUND NAME], [FUND NUMBER], [BEGINNING BALANCE], [CONTRIBUTIONS RECEIVED], [EXPENDITURES], [RELEASES OF RESTRICTION], and [ENDING BALANCE] for each restricted fund.
9.3 Annual Audit: The Organization's restricted funds shall be included in the annual financial audit or review conducted by [NAME OF AUDITOR OR AUDIT FIRM], if applicable.
9.4 Donor Reporting: The Organization shall provide donors with reports on the use of their restricted gifts as required by the donor agreement or at least [ANNUALLY/QUARTERLY].

10. COMPLIANCE AND INTERNAL CONTROLS
10.1 Segregation of Duties: The Organization shall maintain segregation of duties between the approval of restricted fund expenditures and the recording of such expenditures.
10.2 Conflict of Interest: All persons involved in the expenditure of restricted funds shall comply with the Organization's Conflict of Interest Policy.
10.3 Grant Compliance: The Organization shall comply with all terms and conditions of grants, including reporting deadlines, budget limitations, and allowable cost provisions.
10.4 Corrective Action: Any expenditure found to be inconsistent with a donor restriction shall be corrected promptly, and the [TITLE OF AUTHORIZED OFFICER] shall report the matter to the [BOARD OF DIRECTORS OR FINANCE COMMITTEE].

11. POLICY REVIEW AND AMENDMENT
11.1 Review: This Policy shall be reviewed by the [BOARD OF DIRECTORS OR FINANCE COMMITTEE] at least [ANNUALLY/EVERY TWO YEARS].
11.2 Amendment: This Policy may be amended by a majority vote of the [BOARD OF DIRECTORS] at any duly convened meeting.
11.3 Effective Date of Amendments: Amendments shall take effect on [DATE OF ADOPTION OF AMENDMENT] unless otherwise specified.

12. ADOPTION
12.1 Approval: This Restricted Fund Spending Policy was approved and adopted by the Board of Directors of [NONPROFIT ORGANIZATION NAME] on [POLICY ADOPTION DATE].
12.2 Signature:

Signed: ______________________________________

Name: [NAME OF BOARD CHAIR]

Title: [TITLE OF BOARD CHAIR]

Date: [DATE OF SIGNATURE]

Signed: ______________________________________

Name: [NAME OF EXECUTIVE DIRECTOR]

Title: [TITLE OF EXECUTIVE DIRECTOR]

Date: [DATE OF SIGNATURE]
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