
Donations, Contributions, and Disclosure Statements 
 
Although the thrust of a recent communication from the AFP (Association of Fundraising 
Professionals) has to do with hiring an event planner for a golf tournament, there are 
some salient points re: donations, quid pro quo contributions and the requirement for 
disclosure statements that are directly applicable to fund raising events of our 
Foundation and Chapters. 
 
Annual charity auctions and other fund raising events must be set up and managed as 
follows in order to comply with IRS (Internal Revenue Service) rules: 

Charitable Contributions - Quid Pro Quo Contributions 

This is a payment a donor makes to a charity partly as a contribution and partly for 
goods or services. For example, if a donor gives $100 (e.g., at a silent or live auction) 
and receives an item valued at $40, the donor has made a quid pro quo contribution. 
The charitable contribution part of the payment is $60, and a disclosure statement must 
be provided by the organization to the donor. Failure to make the required disclosure 
may result in a penalty to the organization. 

Disclosure Statement  

The required written disclosure statement must:  

a. Inform the donor that the amount of the payment that is deductible for federal income 
tax purposes is limited to the excess of any money contributed by the donor over the fair 
market value of goods or services received, and  

b. Provide the donor with a good faith estimate of the fair market value of the goods or 
services.  The charity must furnish the statement in connection with either the 
solicitation or the receipt of the quid pro quo contribution.  If the disclosure statement is 
furnished in connection with a particular solicitation, it is not necessary for the 
organization to provide another statement when it actually receives the contribution. 

No disclosure statement is required if any of the following is true: 

a. The goods or services given to a donor have no substantial value. 

b. The donor's total payment (quid pro quo contribution) is $75 or less. 

b. There is no donative element involved in a particular transaction with a charity (e.g., 
there is generally no donative element involved in a purchase from a charitable 
organization’s gift shop). 

Good Faith Estimate of Fair Market Value  



An organization may use any reasonable method to estimate the fair market value 
(FMV) of goods or services it provided to a donor, as long as it applies the method in 
good faith.  The organization may estimate the FMV of goods or services that generally 
are not commercially available by using the FMV of similar or comparable goods or 
services.  Goods or services may be similar or comparable even if they do not have the 
unique qualities of the goods or services being valued. 

Penalty for Failure to Disclose  

A penalty is imposed on a charity that does not make the required disclosure of a quid 
pro quo contribution.  The penalty is $10 per contribution, not to exceed $5000 per 
fundraising event.  The charity can avoid the penalty if it can show that the failure was 
due to reasonable cause. 

Easy Way to Provide the Disclosure Statement 

Part (a) of the required written disclosure statement (i.e. “The amount of the payment 
that is deductible for federal income tax purposes is limited to the excess of any money 
contributed by the donor over the fair market value of goods or services received”.) can 
be provided by a written statement handed to the attendee to the auction upon check-in. 

Part (b) of the required written disclosure statement (i.e. “Provide the donor with a good 
faith estimate of the fair market value of the goods or services”.) can be accomplished 
with a small sign next to each silent auction item providing the FMV. The same FMV 
information can be provided with a “handout” to the winner of each live auction item.  
Cell phone photos should be taken of each of these documents for record purposes. 

Use of Gifts for other than the Solicited Purpose 

An organization may not use monies from for a purpose other than the purpose for 
which it was solicited (e.g., donation directly to a scholarship). Such a use would be 
unethical and would violate the principle of honoring donor intent. 


