Accounting for General and Special Funds
Accountability issues:
The vast majority of the gifts that a church receives can be conveniently accounted for within the context of its General Fund operations.  To be able to plan operating activities, and clearly communicate to members how gifts are being used, consider creating general ledger accounts within the following categories (see the Chart of Accounts resource for more detail):

	ACCT NUM
	NAME
	ACCNTTYPE

	
	
	

	
	Assets (1001 to 1999)
	ASSETS

	
	Liabilities (2001 to 2999)
	LIAB

	
	Fund Equity (3000 to 3999)
	EQUITY

	3000
	General Fund Opening Balance 
	EQUITY

	3010
	Special Fund Balance: Benevolence Fund
	EQUITY

	3020
	Special Fund Balance: Capital Improvement Fund
	EQUITY

	3030
	Special Fund Balance: Christian Education Fund 
	EQUITY

	3040
	Special Fund Balance: Faith Promise Fund
	EQUITY

	3050
	Special Fund Balance: Recommended Causes
	EQUITY

	3900
	General Fund Current Net Income
	EQUITY

	3905
	Special Fund Current Net Income Offset
	EQUITY

	
	General Fund Income (4001 to 4099)
	INC

	
	Special Funds Income (4901 to 4999)
	INC

	4910
	Special Funds Income: Benevolent Fund
	INC

	4920
	Special Funds Income: Capital Improvement Fund
	INC

	4930
	Special Funds Income: Christian Education Fund 
	INC

	4940
	Special Funds Income: Faith Promise Fund
	INC

	4950
	Special Funds Income: Recommended Causes
	INC

	
	Payroll Expenses (5001 to 5049)
	EXP

	
	Fringe Benefits (5051 to 5089)
	EXP

	
	Administration (5101 to 5199)
	EXP

	
	Facilities and Equipment (5501 to 5599)
	EXP

	
	Worship Ministries (6001 to 6099)
	EXP

	
	Congregational Life (6201 to 6299)
	EXP

	
	Pastoral Care (6401 to 6499)
	EXP

	
	Adult Education (7001 to 7099)
	EXP

	
	Youth Ministries (7501 to 7599)
	EXP

	
	Evangelism (8001 to 8099)
	EXP

	
	Outside Support (e.g. Ministry-shares) (8801 to 8899)
	EXP

	
	Special Fund Expense Accounts (9001 to 9999)
	EXP

	9010
	Special Fund Expense: Benevolent Fund
	EXP

	9020
	Special Fund Expense: Capital Improvement Fund
	EXP

	9030
	Special Fund Expense: Christian Education Fund 
	EXP

	9040
	Special Fund Expense: Faith Promise Fund
	EXP

	9050
	Special Fund Expense: Recommended Causes
	EXP


Account for property, plant and equipment, including new capital expenditures and financing arrangements all within the General Fund.
Gifts that are received with donor use restrictions must be applied according to the donors’ wishes.  Council, or some official subset thereof, must decide if gifts that contain use and/or time restrictions fit within appropriate church programming.  Key steps and issues include:

1) Recording designated gifts and grants -- those with a particular use and/or time constraint -- in special temporarily restricted equity accounts that indicate the restriction, such as "Temporarily Restricted for Family Workshops."  This may be accomplished by debiting the Unrestricted Net Asset account and crediting the Temporarily Restricted account for the amount of the gift(s).

2) Budgeting for the spend-down of the restricted funds, if a budget does not exist already, indicating authorized expenditures for the program, and the time period(s) over which the funds may be spent.  Programs often extend for more than one year.

3) Creating the general ledger expense accounts that are needed to track the budget and expenditures.

4) Adjusting the Temporarily Restricted Special Fund account at the end of each accounting period.  As funds are expended for the program, per the donor restrictions and the budget plan, relieve the Temporarily Restricted account by doing the reverse of 1) above in crediting the Unrestricted Net Asset account and debiting the Temporarily Restricted account.  At the end of each accounting period, determine the amount spent on the program during that period.

Caution:
· Avoid the unnecessary complexity of creating too many special fund accounts.  For instance, one “Recommended Causes” fund balance account can be used to account for the balance of all special gifts made by members for other charitable organizations.
· Avoid creating separate bank accounts to track special gifts.  Just create general ledger accounts, as necessary.

· Although uncommon, sometimes large designated gifts are given with the proviso that interest earned be retained for use in the designated program.  Either an allocation of interest earned on all church funds will have to be prorated and allocated to the program, or a separate bank account could be set up for the designated funds (do not do the latter unless absolutely necessary).  
· Allocated interest gets added to the Temporarily Restricted Net Asset account.
