GIFT PLEDGE PROCESSING
PURPOSE:  This procedure used by the Foundation to record Gift Pledge revenues and receivables, to classify receivables as Current or Non-current, and to provide an Allowance for Doubtful Gift Pledge Receivables.
SCOPE:  This document describes the process for recording gift pledges in accordance with Foundation guidelines and FASB 116.
DEFINITON:  A gift is defined as an irrevocable voluntary transfer of items of value, usually in the form of cash, checks, securities, real or personal property. Gifts may come from individuals, corporations, foundations and other sources; and recipients must use them for only the restricted purpose(s) as prescribed by the donor. Recipients may provide services or goods in exchange for gifts (quid pro quo). A pledge is a promise, either written or verbal, to make a contribution at a later date. For example, a donor may pledge to make contributions totaling $10,000 over the next five years.
The following characteristics describe a gift: 

· No contractual requirements are imposed and there are no "deliverables" to the donor. However, the gift is accompanied by an agreement that restricts the use of the funds to a particular purpose. Gifts are often evidenced by pledge agreements, letters of intent, pledge cards, notations on donor checks or acknowledgement correspondence. 

· A gift is irrevocable. While the gift may be intended for use within a certain timeframe, there is no specified "period of performance" or "start" or "stop" dates as associated with Sponsored Programs. 

· There is no formal fiscal accountability to the donor beyond progress reports and summary reports of expenditures, often thought of as good stewardship. 

Gift Pledges should be evidenced as described above for gifts in general.

Contingencies

If the donor makes stipulations that must be met before a gift transaction can occur, such as evidence of intent to purchase a building, then the receivable for the gift has not occurred until such conditions are satisfied. No revenue/receivable recognition will be made until the stipulation is satisfied (any payment in advance should be credited as a Deferred Revenue).

Material (face value of $5,000 or greater) unconditional gift pledges must be included in the financial statements. Unconditional gift pledges must be recorded in G/L accounts when the pledge is accepted, is verifiable, measurable and is probable to collect.

When an unconditional gift pledge is received or a conditional gift pledge has been met, the Development Office must communicate this to the Foundation which must record the pledge at its net present value, a debit to Gift Pledges Receivable and a credit to Gift Pledge Revenue. When the gift pledge is collected, debit Cash and credit Gift Pledge Receivable and "Additional" Gift Pledge Revenue.

Gift Pledges extending beyond one year must be properly valued using time value of money techniques. Annually at year-end, Foundation uses the interest rate(s) applicable for new pledges to be recorded in that fiscal year based upon yields as listed in the "Wall Street Journal".

Allowance for Doubtful Gifts - The Foundation with input from the Development Office and the Project Director will determine an allowance factor for uncollectible pledges. The provision may be calculated by (1) applying an average percentage of historical gift pledge write-offs, or (2) applying an appropriate percentage to aged receivable balances. Adjustments to the pledge receivable are offset by corresponding adjustments to the Gift Pledge Revenue account.

PROCEDURES

The Foundation in concert with the Development Office determines what constitutes a gift and a gift pledge. An Open Gift Pledge report is prepared listing each gift pledge and showing face value amounts and installment dates, payment amounts/dates, and balance. This report is provided to Foundation quarterly. Endowment pledges are included and are marked accordingly.  New pledges in the month are highlighted as well as payments received in the month. If a decision has been made that a pledge will not be received in the future and that it will be dropped from the report, then that information is included also.

The Foundation maintains an Excel spreadsheet report for gift pledges. Discount rates to determine net present value of future installments for new pledges in the fiscal year are provided at year-end and these are listed on the spreadsheet. Gift pledges are listed by the year in which they originate and the appropriate discount rates are used for net present value. Basic calculations are made and then net present values are carried into columns that summarize data by future year. 

New pledges for the month are added. Any payments are entered as a reduction in the face value/net present value of the next installment. The remaining face value balance of each pledge should agree with the balance on the Development Office report. An Allowance for Doubtful Receivables percentage factor is applied to total net present values. Columnar totals by future year allow for determining the Current and Non-current amounts for both Gift Pledge Receivables and the Allowances. Foundation spreadsheet is updated and adjusting accounting entries are made if significant material pledge activity has occurred and accordingly at year end.

The Allowance for Doubtful Pledges Receivable factor is determined once a year, normally at year end. The Foundation communicates with the Development Office to review the questionable pledges, the history of failed pledges, and to agree on a percentage factor to be used for the current fiscal year. The agreed rate is applied equally to all future year installment balances.

Gift pledge entries are made to the following accounts:

· G/L object code 5227, Gift Pledge Revenue 

· G/L object code 1117, Gift Pledge Receivables 

· G/L object code 1150, Allowance for Doubtful Gift Pledge Receivables, (credit) balance 

G/L object code 5227 is the offset to all adjustments to the Receivables/Doubtful accounts.

When significant activity has occurred and pledge activity is to be recorded, all calculations as to current and non-current receivables and allowances will be made and will be recorded, with Gift Pledge Revenue being adjusted accordingly and accordingly at year end. 

