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Clarifications
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The FASB codification does not distinguish the difference in terms for 
contributions, grants, and other similar items.

What is a contribution?

• An unconditional transfer of cash or other assets to an entity or settlement or 
cancellation of its liabilities in a voluntary nonreciprocal transfer by another 
entity acting other than as an owner.

• Can be with or without donor-imposed restrictions.
• Restrictions are narrower than the overall mission of the NFP, and they are 

purpose (what type of activity) or time. (Don’t confuse this with a condition 
which could be how to conduct the activity.)
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Clarifications, continued
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Contribution Types
• Unconditional
• Conditional

• Contains a donor-imposed condition
• Impacts revenue recognition

• Restricted
• Contains a donor-imposed restriction
• Impacts revenue classification
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Clarifications, continued
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Intentions to Give
• An intention to give is not defined, but essentially it is a desire to 

give that is not unconditional or based upon a future uncertain 
event.
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Clarifications, continued
Conditional vs. Unconditional Contributions
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For a Donor-Imposed 
Condition to Exist:
• A right of return/release 

must exist; and
• The agreement must 

include a barrier 
• Indicators and examples 

to help in determination

Key judgment area: performance metrics on which 
entitlement depends vs. “best efforts” metrics 
(sometimes referred to as guideposts)

To determine what is a barrier, an NFP will consider indicators 
which will include, but are not limited to, the following:

The inclusion of a measurable performance-related 
barrier or other measurable barrier
(e.g., specified level of service, specific output(s) or 
outcome(s), match)

The extent to which a stipulation limits discretion by the 
recipient on the conduct of an activity
(e.g., qualifying expenses, specific protocol)

The extent to which a stipulation is related to the 
purpose of the agreement
(excludes administrative or trivial)
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Clarifications, continued
Donor Advised Funds
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Generally, a donor advised fund is a separately identified fund or account that is 
maintained and operated by a section 501(c)(3) organization, which is called 
a sponsoring organization. Each account is composed of contributions made by 
individual donors. Once the donor makes the contribution, the organization has legal 
control over it. However, the donor, or the donor's representative, retains advisory 
privileges with respect to the distribution of funds and the investment of assets in the 
account.

Source:
https://www.irs.gov/charities-non-profits/charitable-organizations/donor-advised-funds

https://www.irs.gov/charities-non-profits/charitable-organizations/donor-advised-funds
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Clarifications, continued
Donor Advised Funds
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Some donors make gifts from a donor advised fund (DAF).

DAFs provide variance power to the holder of the fund, i.e., a Community 
Foundation.

That variance power is what creates the tax deduction.

Warning – be careful of contributions that state they are being made by the donor’s 
DAF.

Why the warning – the variance power that the DAF has creates an intention to give, 
not an unconditional promise.
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Clarifications, continued
Agency Transactions
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FASB master glossary defines an agent as – A party that acts for and 
on behalf of another party. For example, a third-party intermediary is an 
agent of the transferor if it acts on behalf of the transferor. 

• It has a second definition for an agent which is – An entity that acts for and on behalf of 
another. Although the term agency has a legal definition, the term is used broadly to 
encompass not only legal agency, but also the relationships described in Topic 958. A 
recipient entity acts as an agent for and on behalf of a donor if it receives assets from 
the donor and agrees to use those assets on behalf of or transfer those assets, the 
return on investment of those assets, or both to a specified beneficiary. A recipient entity 
acts as an agent for and on behalf of a beneficiary if it agrees to solicit assets from 
potential donors specifically for the beneficiary’s use and to distribute those assets to the 
beneficiary. A recipient entity also acts as an agent if a beneficiary can compel the 
recipient entity to make distributions to it or on its behalf.
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Clarifications, continued
Agency Transactions
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This is a fairly complex area within Subtopic 958-605 of the FASB 
Codification.

There are many examples in the paragraphs included in 958-605-55, 
which is the implementation guidance for contribution accounting.

For today, our focus is on the concept of variance power and if the 
NFP has the ability to direct where the funds are going. 
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Clarifications, continued
Variance Power
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The Master Glossary of the FASB Codification 
defines variance power:
• The unilateral power to redirect the use of the transferred assets 

to another beneficiary. A donor explicitly grants variance power if 
the recipient entity’s unilateral power to redirect the use of the 
assets is explicitly referred to in the instrument transferring the 
assets. Unilateral power means that the recipient entity can 
override the donor’s instructions without approval from the donor, 
specified beneficiary, or any other interested party.
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Case Studies
Examples 
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Typical wording and what to look for

Is there variance power?

Is it an agency transaction or a contribution?

Is it conditional?

Is it restricted?

What is the accounting?
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Case Studies
Example 1
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Case Studies
Example 1, continued
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This is a 5-year gift agreement. 
Focus on 3 and the surrounding language. Guidelines/guideposts or barriers?
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Case Studies
Example 1, continued
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Right of Return/Release from Obligation must be linked to not 
achieving the barrier.

In the example on the prior page, how would you treat the gift if next 
year’s payment is contingent on achieving the number of musicians/ 
songwriters, etc., being brought to the school?

How would you treat the gift if the right of return/release from 
obligation was not tied to achieving that number?
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Case Studies
Example 2 – Legal Barriers to Completing
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A donor restricted a contribution to scholarship funds for nurses that 
were working as part-time nurses and had a full slate of courses (15 
credit hours). 

State law was that nurses could not be full-time students and work part 
time—they could be part-time at both, but not full-time at either. 

What does the NFP do when a donor’s requirements are not legally 
possible to attain? 
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Case Studies
Example 3 – Agency
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Case Studies
Example 4 – Donor Advised Gift
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 Excerpt from gift agreement:

Often gifts from DAFs just mention that you have been recommended to receive a gift from their DAF.
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Contributions Revisited
Example 5 – Connection to Right of Return
(From the FASB Codification)
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Contributions Revisited
Example 6 – Restriction and a Right of Return
(From the FASB Codification)
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Contributions Revisited
Example 7
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Emails received during fiscal 2025

 This email shall confirm my plan to pledge to NFP A in early 2026 an 
amount of $1,000,000 to match the 2025 walk donations up to the 
amount of $1,000,000. The name of the donor should remain 
anonymous.

 I shall confirm my pledge to NFP A in early 2026 a gift in the amount of 
$1,000,000 to match the 2025 walk donations. The name of the donor 
shall remain anonymous.
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Contributions Revisited
Example 8
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Contributions Revisited
Example 8, continued

Does the termination option create a barrier?

Does the organization assess the likelihood of 
termination?
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Contributions Revisited
Example 9
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Question – Do we have an unconditional 
contribution?
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Contributions Revisited
Example 9, continued
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The agreement also included this:



Questions?



Contact

Forvis Mazars

The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and 
analysis of industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by 
Forvis Mazars or the author(s) as to any individual situation as situations are fact-specific. The reader should perform their own analysis 
and form their own conclusions regarding any specific situation. Further, the author(s)’ conclusions may be revised without notice with 
or without changes in industry information and legal authorities.
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