Benevolence Funds

Page 2 of 2

[image: image1.jpg]Ay

ECFA

\

A higher standard.
A higher purpose.





Benevolence Funds

Benevolence gifts are given to needy individuals or families. Benevolence gifts made directly by a donor to needy individuals are not deductible. To qualify for a charitable deduction, contributions must be made to a qualified organization.

Benevolence gifts could be paid from the general fund of an organization or from a benevolence fund based on gifts restricted for benevolence purposes but not restricted for a particular benevolent recipient. 
Contributions to benevolence funds may be claimed as charitable deductions if they are not earmarked for particular recipients. If a donor makes a suggestion about the beneficiary of a benevo​lent contribution, it may be deductible if the recipient organization exercises proper con​trol over the benevolence fund. The suggestion must only be advisory in nature and the charity may accept or reject the gift. Otherwise, earmarked benevolence gifts are generally not deductible.

When a church or nonprofit organization wants to help a particular individual or family that has unusually high medical bills or other valid personal financial needs a charity should consider offering the option of setting up a trust fund at a local bank. Contributions to the trust fund would not be deductible for tax purposes and that payments from the trust fund would not represent taxable income to a needy individual or family. This method of helping the needy person or family is clearly a legal approach and represents personal gifts from one individual to another.

Benevolence payments to nonemployees are not reportable on Form 1099-MISC (or any other information form). Benevolence payments to employees are generally reportable on Form W-2.

Ministries should form a benevolence committee for the express purpose of determining the recipients of the benevolence funds and the amounts they should receive.

Suggested Benevolence Fund Policy

Whereas, New Haven Church has a ministry to needy individuals; and

Whereas, The church desires to establish a Benevolence Fund through which funds for the support of needy individuals may be administered; and

Whereas, The church desires to operate the Benevolence Fund according to the highest standards of integrity;

Resolved, That New Haven Church establish a Benevolence Fund to help individuals in financial need and will develop written procedures to document the need, establish reasonable limitations of support per person during a specified time period, and obtain external verification of the need; and

Resolved, That the church will accept only contributions to the Benevolence Fund that are “to or for the use” of the church and their use must be subject to the control and discretion of the church board. Donors may make suggestions but not designations or restrictions concerning the identity of the needy individuals; and

Resolved, That the church will provide a charitable contribution receipt for gifts that meet the test outlined in the previous resolution. The church reserves the right to return any gifts that do not meet the test.

Resolved, That New Haven Church will establish a Benevolence Committee to oversee the disbursement of the Benevolence Fund. This Committee will include at least one member of the Board of Directors and two independent members. They will determine who will receive disbursements from the Benevolence Fund and in what amount.

Based on The Zondervan Church and Nonprofit Tax & Financial Guide by Dan Busby 
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