
How To Keep Unrestricted Funds Flowing
Nonproýt organizations have traditionally relied on the government and local United Way 
agencies to supply a signiýcant portion of their unrestricted funds, but cutbacks from these 
sources have left many nonproýt organizations struggling to cover everyday costs.

Although nonproýt organizations are often very 
successful at bringing in temporarily or permanent-
ly restricted funds, they still may ýnd themselves 
ýnancially strapped. To ensure your organization 
has enough cash to operate, youôll need a sufýcient 
supply of unrestricted funds.

Communication Is Key
As the name suggests, unrestricted funds are operating 
revenues that donôt have speciýc restrictions, so 
organizations can use them for general operating 
purposes. Nonproýt organizations typically use these 
assets to help defray core operating expenses such 
as utilities, salaries, rent, supplies and other normal 
costs of doing business.

Probably the best way to increase unrestricted gifts 
is simply to ask for them. Educate supporters about 
why theyôre important. Explain that unrestricted gifts 
are easier to manage and offer greater þexibility than 
restricted gifts. Because of that, your organization 
can focus more time and energy on furthering its 
mission and expanding its programs, knowing that 
it has adequate funds to keep the doors open and the 
lights on.

One way to convey this message is in your fund-rais-
ing materials. Be candid about your desire to increase 
your intake of unrestricted funds, and explain that 
these donations allow your organization to respond 
to ever-changing needs as it deems appropriate.

Also, remind board members that donors create 
the restrictions. Sometimes board members restrict 
funds themselves even though the funds are techni-
cally unrestricted.

Impact Of New Pension 
Act On Nonproýts
Despite its name, the recently enacted 
Pension Protection Act of 2006 also 
addresses a number of other areas of 
taxation. Some items impacting non-
proýt organizations and their respon-
sibilities include:

	 Å	 Beginning 2007, all cash gifts, 
regardless of amount, must be 
substantiated by a bank reorder 
or a written communication 
stating the charityôs name and 
the amount and date of the 
contribution.

	 Å	 To substantiate the deduction of 
clothing and household items, 
the taxpayer must obtain a 
receipt from the charity showing 
the name of the organization, 
the date and location of the gift 
and a detailed description of the 
property donated.

	 Å	 Deductions for donations of 
clothing and household goods 
made after August 17, 2006, 
will be allowed only if the items 
are in ñgood used condition or 
better.ò The law does not deýne 
ñgood condition.ò 
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