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Revenue Sources

• Some Typical Revenue Sources

– Public Funds/Grants
– Private Contributions
– Fee for Service
– Investment Income
– Membership Dues
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Revenue Sources (cont.)

• Contributions:

An unconditional transfer of cash or other 
assets, or a settlement or cancellation of 
liabilities in a voluntary nonreciprocal transfer
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Revenue Sources (cont.)

• Contributions (cont.):
– Excluded Transfers

• Agency or intermediary transactions
• Tax exemptions or incentives

• Promises to Give
– An agreement to contribute assets or forgive 

debt
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Revenue Sources (cont.)

• Types of promises to give
– Unconditional
– Conditional
– Restricted

• Contributed Services
– Create or enhance nonfinancial assets, or
– Require specialized skills and would otherwise  

be purchased if not donated
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Revenue Sources (cont.)

• Exchange transactions – reciprocal 
transfers in which each party receives and 
sacrifices something of approximately 
equal value.
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Revenue Sources (cont.)

• Agency Transactions

– Agency Transaction – type of exchange 
transaction in which the reporting organization 
acts as an agent, trustee or intermediary for 
another party that may be a donor or donee.
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Indicators Useful in Distinguishing 
Contributions From Exchange Transactions

Indicator Contribution Exchange Transaction

Recipient not-for-profit 
entity's (NFP's) intent in 
soliciting the asset.

Recipient NFP asserts that it 
is soliciting the asset as a 
contribution.

Recipient NFP asserts that it 
is seeking resources in 
exchange for specified 
benefits.

Resource provider's 
expressed intent about the 
purpose of the asset to be 
provided by recipient NFP.

Resource provider asserts 
that it is making a donation 
to support the NFP's 
programs.

Resource provider asserts 
that it is transferring 
resources in exchange for 
specified benefits.

Method of delivery. The time or place of delivery 
of the asset/service to be 
provided by the recipient 
NFP to third-party recipients 
is at the discretion of the 
NFP.

The method of delivery of 
the asset/service to be 
provided by the recipient 
NFP to third-party recipients 
is specified by the resource 
provider.
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Indicators Useful in Distinguishing 
Contributions From Exchange Transactions

Indicator Contribution Exchange Transaction

Method of determining 
amount of payment

The resource provider 
determines the amount of the 
payment.

Payment by the resource 
provider equals the value of 
the assets to be provided by 
the recipient NFP, or the 
assets' cost plus markup.  
The total payment is based on 
the quantity of assets to be 
provided.

Penalties assessed if NFP 
fails to make timely delivery 
of assets

Penalties are limited to the 
delivery of assets/services 
already produced and the 
return of the unspent 
amount. (The NFP is not 
penalized for 
nonperformance.)

Provisions for economic 
penalties exist beyond the 
amount of payment. (The NFP 
is penalized for 
nonperformance.)
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Indicators Useful in Distinguishing 
Contributions From Exchange Transactions

Indicator Contribution Exchange Transaction

Delivery of assets to be 
provided by the recipient 
NFP

Assets/Services are to be 
delivered to individuals or 
organizations other than the 
resource provider.

Assets/Services are to be 
delivered to the resource 
provider or to individuals or 
organizations closely 
connected to the resource 
provider.

11



Distinguishing Contributions from Exchange Transactions 
and Determining Conditionality of Contributions
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Does each party receive direct 
commensurate value on the 

transaction

Exchange Transaction
Apply Rev Rec (ASC 606) or 

other guidance

Is the resource provider a 3rd party 
payer?

Agency Transaction 
(no effect on revenue)

Non reciprocal Transaction 
Apply contributions (nonexchange) 

guidance in Subtopic 958-605

Are there conditions 
present (i.e.  Right of 
return/release and a 

barrier)?

Conditional Contribution
(Nonexchange)

Recognize revenue when condition is 
met.

Meeting of conditions

Unconditional Contribution
(Nonexchange)

Recognize revenue in appropriate net 
asset class

Are there restrictions present? 
(i.e. limited purpose or timing)

Unconditional with Donor 
Restrictions

Unconditional without Donor 
Restrictions

Start Here
Yes

Yes

Yes

Yes

No

No

No

No



Recognition of Revenue Sources

• Unconditional Promise to Give:
– Depends only on passage of time or demand for 

performance 
– Recognized in the period received
– Should be sufficient evidence that a promise was 

made and received 
• Donor Imposed Restrictions

– More specific than broad limits of the nature of the 
NFP and its purpose

– May be temporarily or permanently restricted
– Temporary restrictions can be for programs, 

capital, time or a combination
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Recognition of Revenue Sources

• Conditional Promise to Give:
– Requires a future and uncertain event in order 

for the donor to be required to comply
– Conditional pledges are recognized only when 

substantially all conditions have been met
– If possibility of future event not occurring are 

remote, pledge is unconditional
– If assets have been received with a conditional 

promise to contribute them, they are treated 
as a refundable advance (liability)

• Ambiguous donor stipulations
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Recognition of Revenue Sources (cont.)

• Valuing a Contribution Received or Made
– Fair value is most evident if quoted market 

prices are available
– Market prices for similar assets, independent 

appraisals or using discounted cash flows can 
be used if no quoted market price is available

– Amortization of discount of a long term pledge 
receivable should be recognized as 
contribution income
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Recognition of Revenue Sources (cont.)

• Valuing Non-Cash Contribution Received or 
Made
– Inventory Items
– Contributed Services
– Gifts in Kind
– Items Given for Fundraising Use
– Works of Art, Historical Treasures and Similar 

Assets
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Example 3

• University A has a cancer research center that 
regularly conducts research to discover more effective 
methods of treating cancer and often receives 
contributions to support its efforts. 

• University A receives resources from a pharmaceutical 
company to finance the costs of a clinical trial of an 
experimental cancer drug the company developed. 

• The pharmaceutical company specifies the protocol of 
the testing, including the number of participants, the 
dosages to be administered and the frequency and 
nature of follow up examinations.  

• The pharmaceutical company requires a detailed 
report of the test outcome within 3 months of the 
test’s conclusion.
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Proposed ASU on Grants and 
Contributions

• Exposure draft issued August 2017
• Comment period closed November 1, 

2017
• Clarify and improve guidance as to 

whether a transfer is an exchange 
transaction or contribution

• Modified prospective basis upon adoption 
for agreements that are:
– Not completed as of effective date
– Entered into after the effective date
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Proposed ASU on Grants and 
Contributions

• Suggested Improvement Areas:
– Determination of what is commensurate value 

for services
– Determination of conditional based upon 

barriers that must be overcome or right of 
release

• Indicators provided on what is a barrier
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Questions
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Charitable Contribution Substantiation 
Requirements

Making Sure Your Donors Get the Tax Breaks They Deserve



Why is Substantiation Important?
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Why is Substantiation Important?

• A recipient organization is not penalized for a 
failure to acknowledge a contribution

• However, a donor may not claim a tax deduction for 
any single contribution of $250 or more unless the 
donor obtains a contemporaneous, written 
acknowledgement of the contribution from the 
recipient organization
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What is a Contemporaneous, Written Acknowledgement?!
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• A written statement containing:
1. The name of the recipient organization
2. The name of the donor (harder than you think!)
3. The amount of cash contributed or a description (but not the 

value) of non-cash contributions
4. A statement that “no goods or services were provided by the 

organization in return for the contribution” (assuming that’s 
true)

5. If goods and services were provided, a description of what 
was provided and a good faith estimate of the value of such 
goods or service

• A separate acknowledgement may be provided for 
each single contribution of $250 or more; or a single, 
annual acknowledgement that substantiates all 
contributions of $250 or more



26

• The IRS does not provide a form 
or sample acknowledgement 
forms, these are crafted by each 
charitable organization based on 
the previous requirements noted

• Acknowledgements can be either 
electronic (such as an email) or 
paper (formal letters, postcards, 
computer generated forms, etc.)

What is a Contemporaneous, Written Acknowledgement?!

A contemporaneously, 
written 

acknowledgement



How to make a written acknowledgement contemporaneous

• Best practice is to
send a written 
acknowledgement 
no later than
January 31 of the 
calendar year following the donation (e.g., any donation  
received in 2016 should be acknowledged by January 2017)

• In order for the donor to claim a deduction the donor must 
receive their acknowledgement by the earlier of either:
– The date on which the donor files her personal federal income tax 

return for the year of the contribution, or
– The due date (including extensions) of the return
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Pennsylvania Specific Requirement

• On every printed solicitation or 
written confirmation, receipt and 
reminder of a contribution, the 
following statement must be 
conspicuously printed verbatim:

“The official registration and financial 
information of (insert the legal name of 
the charity as registered with the PA 
DOR) may be obtained from the 
Pennsylvania Department of State by 
calling toll free, within Pennsylvania, 1 
(800) 732-0999.  Registration does not 
imply endorsement.”
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We Provided Goods and Services, Now What?

• A donor may only take a contribution deduction to the extent their 
contribution exceeds the FMV of the goods or services the donor 
receives for their contribution.
– E.g., Tom Taxpayer donates $100 to his local public access television 

station.  In exchange for his donation he receives a cookbook worth 
$30.  Tom may only take a $70 tax deduction.

• A charitable organization must provide a written disclosure 
statement to any donor who makes a payment exceeding $75  
and in-part, receives goods or services for their donation.

• The written disclosure statement must:
– Inform the donor that the deductible portion of their donation is limited 

to any amounts in excess of the FMV of the goods or services.
– Provide the donor with a good faith estimate of the FMV of the goods 

and services.
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Other Goods and Services Considerations

• The written disclosure statement 
must also be furnished on BOTH
the solicitation statement (if any) 
and the written acknowledgement.

• The statement must be in writing 
and must be made in a manner 
that is likely to come to the 
attention of the donor. 
– The IRS mentions in Publication 1771 

that a disclosure statement in small 
print within a larger document may not 
meet the disclosure requirements.
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Membership Exception

• A recipient organization is not deemed to have 
provided goods or services if, in exchange for a 
charitable donation, the recipient organization 
provides an annual membership 
benefit to the donor.  

• To qualify for this exception, the cost of 
the membership must be less than $75 and 
consists of recurring rights or privileges such as:
– Free or discounted admission to the charitable 

organization’s events or facilities;
– Discounts on purchases from a gift shop;
– Free or discounted parking; and
– Free or discounted admission to “member-only” 

events.

• Example: A charitable organization offers a $75 annual membership that gives free 
admission to all of its weekly events, and a $20 poster.  The written 
acknowledgement must mention the $20 value for the poster, but the free 
admission falls within the membership exception.
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Token Exception
• Insubstantial goods or services 

provided by the recipient 
organization do not need reported.

• Goods and services qualify for the 
token exception if:
– Payment occurs in the context of a 

fundraising campaign
– The charitable organization informs 

the donor of the amount of the 
contribution that is deductible and 
either:

• The FMV of the benefit received does not 
exceed the lesser of 2% of the donation 
or $106, or

• The donation is at least $53, the good 
provided bears the charitable 
organization’s name or logo (e.g., a mug), 
and the cost of the item is less than 
$10.60
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Intangible Religious Benefits Exception

• If a religious organization provides only “intangible 
religious benefits” to a contributor, the 
acknowledgement does not have to describe the 
benefit or FMV, but it must disclose intangible religious 
benefits were provided.

• Intangible Religious Benefits – benefits provided by a 
tax-exempt organization operated exclusively for 
religious purposes, and are not usually sold in 
commercial transactions outside a donative gift.
– Ex: admission to a religious ceremony or partaking in wine 

used in a religious ceremony.
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Samples of Written Acknowledgements
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• Thank you for your cash contribution of $300 that 
(organization’s name) received on December 12, 
2015. No goods or services were provided in 
exchange for your contribution.

• Thank you for your cash contribution of $350 that 
(organization’s name) received on May 6, 2015.  In 
exchange for your contribution, we gave you a 
cookbook with an estimated fair market value of 
$60.

• Thank you for your contribution of a used oak baby 
crib and matching dresser that (organization’s 
name) received on March 15, 2015. No goods or 
services were provided in exchange for your 
contribution.

• Thank you for your contribution of $450 to 
(organization’s name) made in the name of its 
Special Relief Fund program. No goods or services 
were provided in exchange for your contribution.



Other Substantiation Considerations
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Form 8283

• Form 8283 must be completed 
for noncash contributions of more 
than $500 (note: the presence of an 
8283 is in addition to the donor needing a 
contemporaneously written 
acknowledgement)

• Obligation is on the taxpayer to complete the form

• A donor contributing property, other than a publicly traded security, 
valued at more than $5,000 during the tax year, must obtain a qualified 
written appraisal for the donated property and attach to Form 8283.

– When the gift exceeds $5,000 the donee organization must sign the Form 8283 
acknowledging they’re a charitable organization and they received the donated 
property as described.

– Signing does not represent agreement by the donee organization with the 
claimed FMV provided by the taxpayer.
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Form 8282

• The companion Form to the 8283

• If the donee organization sells the donated 
property within 3 years, it must also file a follow-up 
Form 8282 with the IRS and give the donor a copy 
of that form.

• Form must be filed within the IRS within 125 days 
of disposition of the property.
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Vehicle Donations

• Vehicle donations includes not 
only any motor vehicle, 
manufactured primarily for use 
on a public street, road and 
highway, but also includes 
boats and airplanes.

• Vehicles held primarily for sale 
(such as by a car dealer) are 
not treated as qualifying for the 
vehicle donation deduction.
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Donor’s Vehicle Donation Deduction

• The donor’s deductible amount 
depends on what the charity 
does with the vehicle.

– If a charity sells the vehicle the 
donor’s deductible amount is 
generally limited to the gross 
proceeds the charity receives 
from the sale

– If the charity applies another use, 
the donor may get the FMV of the 
vehicle on the date of contribution
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Written Acknowledgement Requirements for Vehicle Sales

• Taxpayer’s Name and TIN/SSN
• The vehicle identification number
• The date of the contribution and:

– A statement that no goods or services were provided in return 
for the donation or

– A description and good faith estimate of the value of any 
goods and services provided

• A statement certifying the vehicle was sold in an arm’s 
length transaction between unrelated parties

• The date the vehicle was sold
• The gross proceeds received from the sale
• A statement that the deduction may not exceed the 

gross proceeds of the sale
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How Can an Donor Get a FMV Deduction for Their 
Vehicle?

• The written acknowledgement:

– States the charity intends to make a 
significant intervening use of the 
vehicle, gives a detailed description of 
that use, the duration of the use and 
certifies the vehicle will not be sold prior to 
completing such use; or

– Certifies that the charity intends to make a 
material improvement to the vehicle, a detailed 
description of the improvement and the charity  
certifies the vehicle will not be sold prior to 
completion of the improvement; or

– Certifies the charity intends to give or sell the vehicle to a needy 
individual at a price significantly below FMV and the gift furthers 
the exempt organization’s charitable purpose.
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Form 1098-C

• In order to enforce the vehicle donation rules, 
the IRS requires Form 1098-C.

• When accepting a vehicle donation the donee 
organization must file a 1098-C with the IRS 
for each contribution on a qualified vehicle 
that has a claimed value of more than $500.

• This filing is in addition to all other filing 
obligations, including the need to send the 
donor a written acknowledgement letter.

• On the Form, the donee must state whether it 
intends to sell the vehicle or if it intends to put 
the vehicle to one of the uses that would 
permit the donor to claim a FMV deduction for 
the vehicle.
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Questions???
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