	
	
	



Spending the Permanent Endowment from a Trust
Charity Commission guidance explains that there are two main types of permanent endowment:
· money or other assets given to your charity for investment. Only the investment income can be spent;
· property given to your charity which must be used only for a particular purpose.  For example, land or buildings given for use as a school or recreation ground.
How you must spend investment income – or how you must use permanent endowment property – are the ‘purposes’ of the permanent endowment.
Parochial Church Councils typically receive a pecuniary legacy or similar gift that is charitable in nature and hold the capital as an investment, which generates income for the specified purpose.  A PCC’s accounts must record a permanent endowment separately from other funds it controls (unrestricted, designated, restricted).
It may be possible for a PCC to spend a permanent endowment.  Whether a PCC needs Charity Commission authority depends on the market value of the permanent endowment fund you are spending from – not the amount you are planning to spend.
Rules for spending from a smaller value fund
You can spend some or all of a permanent endowment fund without the Charity Commission’s authority if all of the following apply:
· the market value of the fund is £25,000 or less;
· you are satisfied that you can achieve the purposes of the fund more effectively by spending the fund itself rather than just spending the income;
· the permanent endowment is not designated land.
You must:
· make a formal decision by passing a resolution at a quorate PCC meeting (see Church Representation Rule M27);
· follow the rules in your charity’s governing document to pass the resolution (for PCCs, this is achieved by a simple majority of the members present and voting at an ordinary meeting).
Keep a written record and your reasons for deciding to spend.
Rules for spending from a higher value fund
You can spend some or all of a permanent endowment fund where:
· the market value of the fund is more than £25,000;
· the permanent endowment is not designated land.
You must:
· pass a resolution that you are satisfied you can achieve the purposes of the fund more effectively by spending the fund itself rather than just spending the income;
· get the Charity Commission’s authority before you spend.
You must send the Charity Commission a copy of your resolution which must be validly passed, and a statement of reasons.
In your statement of reasons tell the Charity Commission:
· if any people or organisations who gave the permanent endowment fund to your charity stated any wishes about how you should use it. Include any evidence of this;
· the financial position of the fund;
· the current needs of the people who can benefit from the permanent endowment fund, and how circumstances have changed since the fund was set up;
· why you can achieve the purposes of the fund more effectively by spending it rather than keeping it (if this is not covered in the resolution);
· the current market value of the fund.
The Commission will respond within 60 days to provide authority or ask you:
· for more information, such as more details on the reasons for your decision;
· to take certain actions, such as to give public notice to your plans.
Apply for authority to spend from a higher value fund
The Charity Commission asks PCC members in making a decision about spending permanent endowment to:
· act within their powers;
· act in good faith and only in the interests of the charity;
· make sure they are sufficiently informed;
· take account of all relevant factors;
· ignore any irrelevant factors;
· manage conflicts of interest;
· make decisions that are within the range of decisions that a reasonable trustee body could make.
We encourage PCCs to review Charity Commission guidance before making a significant or strategic decision about a permanent endowment.  This also explains how to record the decision you make.
Once the PCC has passed an appropriate resolution, the PCC Secretary or Treasurer must send a copy of the minutes of the relevant meeting and a copy of the resolution document to finance@hereford.anglican.org for the attention of the DBF’s Income & Trusts Officer (currently Mrs Lorraine Aitken).
If the funds were originally gifted or bequeathed to the Hereford Diocesan Board of Finance rather than to the PCC, the request to spend some or all of the permanent endowment will need to be considered at next meeting of the HDBF Finance Committee.  If this Committee approves the request, the Income & Trusts Officer will contact the PCC for their confirmation to sell the relevant investment, and to obtain bank account details for the proceeds of sale.  
Please contact Mrs Lorraine Aitken at the Diocesan Office in Hereford (01432 373300) if you have any questions for clarification.
	
	
	



