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IN-KIND CONTRIBUTIONS - ACCOUNTING
FOR NON-CASH GIFTS
For many nonprofit organizations,
non-cash gifts are an important source
of support for their mission, providing
goods and sometimes services that they
would otherwise have to purchase.
The accounting treatment of such gifts
which can be used or sold, calls for
them to be valued at “fair value” at the
date of the gift. There are important
considerations for both accounting
and tax purposes that the organization
needs to be aware of and document
when accepting in-kind contributions.
Financial Accounting Standards Board
(FASB) ASC 958 requires contributions
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to be measured at the fair value
at the date of the gift, using the
principles for measuring fair value
established in ASC 820. In-kind
contributions can have donorimposed restrictions and also
might be considered an exchange
transaction under the recently
adopted revenue recognition
standards, most such contributions,
however probably will be related to
fundraising or operational activities
to be used as part of the program
activities. Let’s take a look at two
distinct kinds of non-cash gifts.

Gifts of tangible personal property
such as furniture, computers,
automobiles, supplies, clothing, and
similar items are generally recognized as
a contribution at their fair value provided
the organization can either sell these
items or use them in their operations.
Clothing contributed to a women’s
shelter, for example, might be given to
clients of the shelter or might be sold at a
thrift store to raise funds for the shelter.
The thrift store in this case would meet
the two requirements laid out in the
guidance: (1) they have discretion in using
or distributing the gifts as they see fit;
and (2) they have the risks and rewards
of ownership. Organizations that act as
an agent or intermediary, however, would
not recognize the same kind of goods as
a contribution.
The measurement of fair value is
dependent upon the nature of the
property contributed and what the
organization will use it for. Clothing to be
sold at a thrift store, for example, might
be valued at the estimated selling price.
Medical supplies donated to a health
clinic might be valued at the wholesale
value at the date of the gift because they
are intended for use in the organization,
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for a library. The value of the materials
he provided and his time at his usual
rate would be used to measure the fair
value. This value should be recognized
whether or not the organization would
have been able to afford to purchase
them at fair value.
An internet service provided may
donate the service to a nonprofit
without charge. The value in that case
would be the normal charge paid by
the organization if they had contracted
for those services. Volunteer services
provided by a doctor at a clinic would
be valued at the normal rate that would
be received if the clinic were required
to hire another doctor to perform
those services.
An engineer who volunteered her
services to assist in the development
of a plan for new construction for a
nonprofit would fit in both categories,
value would be added to a nonfinancial
asset and the services would require
specialized skills.
If the services do not meet that criteria
they should not be recognized.
not to be offered for sale. Fair value
can also be affected by legal restrictions
which are attached to the gift. For
example, a land conservation easement
that limits the use of a donation of land
should be considered in determining the
appropriate fair value. A gift of stock
in a closely held company will be more
difficult to value than shares of AT&T.
When items are contributed to be
sold at fundraising events, they are
recorded at fair value when received as
a contribution. For example, a patron
of the arts donates a painting appraised
at $500 for a gala auction. The $500
is recorded as a contribution. At the
auction, the painting sells for $1,000.
An additional contribution of $500
is recorded since that is partially an
exchange transaction and partially a
contribution. If the painting sold for
$200, contribution revenue would be
decreased by $300.

The IRS will require preparation of
Form 8283 for gifts valued between
$500 and $5,000. If the gift is $5,000
or more, there is also a requirement to
have the Form signed by an appraiser.
Contributed services are recognized
if they create or enhance a nonfinancial
asset or if they require specialized skills,
are provided by individuals possessing
those skills, and would typically need
to be purchased, not provided by
donation. FASB 958 provided guidance
related to the recognition of such
services and the measurement of their
fair value.
For services that enhance the value
of a nonfinancial asset, the fair value
may be measured by referring to the
fair value of the services received or of
the asset enhancement which results
from the services. For example, a
carpenter builds special display shelves

Since many funding sources require
the organization to match or provide a
certain portion of allowable expenses
for a grant, it is critical to evaluate,
value appropriately, and record in-kind
contributions. It is a complex area and
since nonprofit organizations cover such
a wide range of activities and missions,
the nature and type of in-kind gifts is
also very complex. In-kind donations
may also include an exchange element
that needs to be analyzed in accordance
with the revenue recognition standards.
If your organization does not
already have written policies and
documentation about acceptance and
recognition of in-kind contributions,
think about making that a project for
this year. Our Not-for-Profit group
would be glad to provide additional
guidance.
Marilyn Pendergast, Partner
(Albany, NY)
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NONPROFIT TRENDS ACCOUNTANTS CAN COUNT ON

Although it is too soon to see what
the 2019 numbers will be, one thing
is certain: if fewer people continue
donating, Not-For-Profits (NFPs) will
have to adjust and prepare for a new
wave of trends in 2020 and beyond,
opening the door for accountants to
advise and direct.
Statistics show that charitable giving by
individuals in America fell 1.1-percent
to $292 billion in 2018 compared
with 2017, according to Giving USA.
One of the reasons this occurred was
because the Tax Cuts and Jobs Act
(TCJA) doubled the standard deduction
for families to $24,000, meaning
fewer households itemized and took a
deduction for charity.
Here are four key trends that
accountants who work with NFPs can
expect and use to their advantage:

1. The consolidation of charities
With donations decreasing, it is
harder for NFPs to find the funds
they once had. According to the
National Center for Charitable
Statistics (NCCS), more than 1.5
million nonprofit organizations
are registered in the US. These
organizations comprise a diverse
range of nonprofits, including
advocacy, art, labor unions,
education and health; however,
the number only reflects registered
nonprofit organizations and the
total number of nonprofit
organizations operating in the
US is currently unknown.
With only so many charitable
dollars to go around, starting up
a new NFP may not be the best
approach. Some likeminded charities
are even considering merging and

joining forces. Many charities run
into donation issues due to the
large number of charities, and
consolidation of these non-profit
organizations could become more
common in 2020.
2. Colocation drives collaboration
and economic development
Another possible upcoming
trend with NFPs is the concept
of colocation. There are more
opportunities for colocation than
ever before and some commercial
businesses are starting to take
advantage of this.
Take the Cortex Innovation
Community in St. Louis as an
example. The Cortex is a 200-acre
hub where companies that specialize
in technology and biological
science research, development and
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commercialization reside. Located in
a formerly vacant area in midtown
St. Louis, the Cortex has rejuvenated
an area that once seemed almost
helpless.
The same could be done through
NFPs. A potential trend that could
be happening in the near future
is seeing NFPs joining together to
purchase and rehab older buildings.
This leads to cost savings and
shared administrative costs, which
can only be beneficial to NFPs with
donations going down. It also offers
a convenience for clients since odds
are high that they will likely need
help from multiple NFPs.
Under this scenario, the
organizations will be able to engage
in conversations with likeminded
individuals in the shared building.
With similar people with common
goals under the same roof, it is
natural for dialogue to break out.
The redeveloping of old buildings or
deserted areas is also beneficial to
the economic development of the
area. It can help with community
development.
NFPs can work with a number of
community redevelopers to help
certain properties in a geographic
region. This scenario has promise and
other markets are starting to do this,
even with NFPs. It’s a trend that other
areas have done, and new regions
will continue to adopt in 2020 and
in later years.
3. Metrics make for a
competitive edge
The seemingly inevitable
consolidation of charities is forcing
more competition. To maintain a
competitive edge, it is crucial for
NFPs to develop and implement
performance metrics. This will be
a continuing trend with more
than one million NFPs going after
limited dollars.

All NFPs need to identify their
metrics and communicate them with
their clients, donors and board of
directors. This will give them the
best chance with individual and
corporate donations.
4. Catering to generational changes
As previously mentioned, charitable
donations were down in 2018 as
new tax laws impacted how much
individuals gave. In 2020, NFPs
will need to adapt. In order to do
this, organizations must address
any generational or cultural issues
they have in order to be relevant to
donors as well as their dollars. There
are several steps NFPs can take.
First, consider developing marketing
materials for different generations or
age groups. This includes changing
branding and the look and feel of
communications tools depending
on which demographic is being
targeted. Having a diverse and
multigenerational staff and board
is imperative to the organization
accomplishing this goal, as well as
knowing how to relate to its entire
donor base.

office space. These limited dollars
make it crucial for organizations to
implement performance metrics and
change the way they communicate
to their donors, based on their age,
race and location. These are trends
that will likely occur for NFPs in 2020
and in the years soon to follow.
Laurie Hopkins, Partner
(St. Louis, MO)
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It is also important for NFPs to be
more active on social media if their
activity on digital platforms, such as
Facebook, LinkedIn and Twitter, is
inconsistent. Also, staying up with
the digital world, some NFPs might
want to consider adopting new
technology to make donating more
convenient.

(NFPs) will have

Some of these will take years to
accomplish, but it is important to
keep in mind that marketing to
millennials and the latest generation
– Generation Z – is a lot different
than marketing to baby boomers.
They have different interests, ways to
communicate and ideas of how they
want to spend their time and money.

opening the door for

As donation dollars continue to
dwindle for NFPs, it is likely that
some will start to merge or at
least start sharing buildings and/or

to adjust and

prepare for a new
wave of trends in

2020 and beyond,
accountants to

advise and direct.
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PARKING TAX REPEALED AND PRIVATE FOUNDATION EXCISE TAX UPDATE
On December 20, 2019 the “Parking
Tax” was retroactively repealed when
the new Taxpayer Certainty and Disaster
Tax Relief Act was signed into law.
The “Parking Tax” or more technically,
disqualified transportation fringes,
became a component of unrelated
business income (UBI) tax under the
2017 Tax Cuts and Jobs Act. The repeal
of the “Parking Tax” is retroactive,
so more or less, it is as if it had never

existed. If an organization filed a 990-T
for 2017 and/or 2018 and paid tax on
disqualified transportation fringes; an
amended return should be filed in order
to claim a refund for any tax paid.
The IRS has provided specific guidance
for this refund, including that the return
should indicate “Amended Return –
Section 512(a)(7) Repeal” at the top
of the form. Further guidance can be
found at the IRS website.

In addition to the repeal of the
“Parking Tax” the new act also includes
a provision to simplify the private
foundation excise tax on investment
income. Effective for years beginning
after Dec. 20, 2019 there will be a flat
1.39% rate as opposed to the prior
tired tax rates of 1% and 2%.
Erica Battle, Not-for-Profit Specialist
(Farmington Hills, MI)

NOT-FOR-PROFIT INDUSTRY INSIGHT
With the increasing complexity of laws and
regulations, it’s important for associations,
foundations, charities, hospitals, schools
and other tax-exempt entities to seek out
professionals with extensive experience
in nonprofit compliance issues. We
understand there are many challenges
affecting the industry and provide the
attention needed to help clients stay
focused on their job at hand.
UHY LLP’s National Not-For-Profit Practice
offers comprehensive audit and assurance,
tax planning and compliance and business
advisory services to meet the unique,
complex needs of nonprofit organizations.

These types of specialized services, which
cut across the traditional service lines,
demonstrate our philosophy of skilled
professionals integrating industry expertise
with technical services.

OUR LOCATIONS
CA
CT
FL
GA
MD
MI
MI
MI
MI

Irvine 949 623 8803
Farmington 860 676 9020
Miami 305 438 7993
Atlanta 678 602 4470
Columbia 410 423 4800
Ann Arbor 734 213 1040
Detroit 313 964 1040
Farmington Hills 248 355 1040
Port Huron 810 984 3829

MI Sterling Heights 586 254 1040
MO Kansas City 816 741 7882
MO St. Louis 314 615 1301
NY Albany 518 449 3171
NY Catskill 518 943 4502
NY Hudson 518 828 1565
NY Kingston 845 331 5030
NY Long Island 631 712 6860
NY New York 212 381 4800
NY Saratoga Springs 518 583 1234
NY Rye Brook 914 697 4966
TX Houston 713 325 7870
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