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When managing the financial records of a Non-Profit Organization (NPO),
accurately journalizing each transaction is essential for maintaining
transparency, accountability, and compliance with accounting standards.
Proper journal entries ensure that the organization’s financial statements
reflect the true state of its resources and obligations. In this article, we
will explore how to journalize transactions with a focus on a common
scenario: a benefactor promising support to an NPO, including guidance on
what to do when no journal entry is necessary. We will also cover other
typical transactions faced by NPOs, illustrating the correct accounting
procedures with clear examples.

Understanding Basic Concepts in Non-Profit
Accounting

Before diving into specific journal entries, it’s important to grasp some
fundamental concepts:

What is a Benefactor Promise?
A benefactor promise refers to an agreement or commitment made by an
individual or organization to contribute resources—such as cash, goods, or
services—to an NPO at a future date or upon certain conditions.

Revenue Recognition in NPOs
Revenue for NPOs generally comes from donations, grants, or contributions.
Recognizing these revenues depends on whether they are unconditional or
conditional commitments.

Conditional vs. Unconditional Promises
- Unconditional Promise: The benefactor commits to contribute without any
restrictions or conditions. Recognized as revenue when pledged.
- Conditional Promise: The contribution depends on the organization meeting
certain conditions. Recognized as revenue only when conditions are



substantially met.

Journalizing Transactions: General Principles

Proper journal entries for NPO transactions rely on the nature of the
transaction:

- Assets received (cash, goods, services): Debit asset accounts, credit
contribution or revenue accounts.
- Liabilities incurred (pledges, grants): Debit relevant expense or asset
accounts, credit liabilities.
- No Entry: When a transaction does not meet the criteria for recognition
under accounting standards, no journal entry is made.

Scenario Analysis: A Benefactor Promises
Support to an NPO

Let’s examine the specific scenario: A benefactor promises to donate funds or
resources to an NPO. The key question is whether and when to record this
promise.

Case 1: Unconditional Promise Made
Suppose a benefactor promises to donate $50,000 to an NPO, unconditional and
without restrictions.

Journal Entry:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | Pledge Receivable | $50,000 | | Recognize promise to donate |
| [Date] | Contribution Revenue | | $50,000 | Record donation revenue |

Note: When the promise is unconditional, the organization recognizes a
receivable and revenue at the time of the pledge.

Subsequent Receipt of Funds:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | Cash | $50,000 | | Receipt of pledged funds |
| [Date] | Pledge Receivable | | $50,000 | Remove receivable upon cash
receipt |

---



Case 2: Conditional Promise
If the benefactor's promise is conditional—say, the donation depends on
certain milestones being achieved—the organization should not recognize
revenue until the conditions are substantially met.

Initial Journal Entry:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | No Entry | | | Recognition deferred until conditions are met |

When conditions are satisfied:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | Pledge Receivable | $50,000 | | Recognize unconditional promise |
| [Date] | Contribution Revenue | | $50,000 | Recognize revenue upon meeting
conditions |

---

Other Common Non-Profit Transactions and Their
Journal Entries

Beyond pledges, NPOs handle various transactions that require accurate
recording:

1. Receiving Donations in Cash
Journal Entry:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | Cash | Amount | | Cash donation received |
| [Date] | Contribution Revenue | | Amount | Recognize donation as revenue |

2. Donated Goods or Services
If the organization receives donated goods or services, they should be
recorded at fair market value.

Journal Entry for Donated Goods:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | Inventory or Supplies | Fair value | | Record donated goods |



| [Date] | Contribution Revenue | | Fair value | Recognize contribution |

For Donated Services:

If the services are measurable and necessary, record at fair value:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | Program Expenses | Fair value | | Record donated services |
| [Date] | Contribution Revenue | | Fair value | Recognize contribution |

3. Grants Received
Grants are usually recognized as revenue when earned, based on the grant
agreement.

Journal Entry Upon Receipt:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | Cash | Amount | | Grant received |
| [Date] | Unearned Revenue | | Amount | Record as deferred revenue if
conditions apply |

Recognizing Revenue:

| Date | Account Title | Debit | Credit | Explanation |
|--------|----------------|--------|---------|--------------|
| [Date] | Unearned Revenue | Amount | | When conditions are met |
| [Date] | Grant Revenue | | Amount | Recognize earned grant revenue |

---

When to Put "no Entry" in the Journal

Not all transactions require a journal entry. Recognizing when to record or
defer entries is crucial.

Situations Requiring No Entry
- Unconditional promises not yet fulfilled: If the promise is not yet
enforceable or the organization has not taken any action, no entry is needed.
- Conditional promises not yet met: Until conditions are substantially
satisfied, do not recognize the promise as revenue.
- Intended but uncommitted actions: Planning or intentions without formal
commitments do not require journal entries.
- In-kind donations not measurable: When the value of donations cannot be



reliably measured, no entry is made until measurable.

Best Practices for NPOs
- Maintain clear policies for recognizing pledges and donations.
- Regularly review outstanding promises and their conditions.
- Consult accounting standards (such as GAAP or IFRS) tailored for non-profit
entities.
- Ensure transparency by disclosing significant pledges and contingent
liabilities in financial statements.

Summary of Key Points
- Always analyze the nature of the transaction to determine whether to
journalize.
- Recognize unconditional promises as receivables and revenue at pledge date.
- Defer recognition for conditional promises until conditions are
substantially met.
- Record donations, grants, and in-kind contributions at fair value when
applicable.
- Use "no Entry" when the transaction does not meet the criteria for
recognition.

Conclusion

Accurate journalizing of transactions is fundamental for the financial health
and integrity of a Non-Profit Organization. Understanding when to record an
entry and when to defer or omit it helps maintain compliance with accounting
standards and enhances transparency to stakeholders. The scenario of a
benefactor promising support illustrates the importance of evaluating the
conditions attached to promises before recognizing revenue. By applying these
principles and best practices, NPOs can ensure their financial records truly
reflect their resources, obligations, and operational results.

Whether dealing with pledges, donations, grants, or in-kind contributions,
following a structured approach to journal entries ensures clarity and
accountability—cornerstones of effective non-profit management.

Frequently Asked Questions

What is the journal entry when a benefactor promises
a donation to an NPO but has not yet made the actual



contribution?
No entry is made until the donation is received or the pledge is fulfilled,
unless the promise is considered unconditional and measurable, in which case
a receivable and revenue may be recognized.

How should an NPO record a pledge received from a
benefactor promising to donate an item or cash?
If the pledge is unconditional and measurable, the NPO should record a debit
to Pledge Receivable and a credit to Contribution Revenue.

If a benefactor promises to donate an amount but
does not specify when or if they will fulfill it,
what is the appropriate journal entry?
No entry is made until the pledge becomes unconditional or the donation is
received.

What is the accounting treatment if the benefactor's
promise is conditional and the condition has not yet
been met?
No entry is recorded until the condition is satisfied and the pledge becomes
unconditional.

When the benefactor fulfills their promise and
donates funds to the NPO, what is the journal entry?
Debit Cash and credit Contribution Revenue.

How does an NPO record a pledge that has been
received but not yet collected?
Record a debit to Pledge Receivable and a credit to Contribution Revenue when
the pledge is unconditional; no entry is made if the pledge is conditional.

Why might an NPO choose not to journalize a promise
from a benefactor if no entry is required by
accounting standards?
Because the promise is conditional or unmeasurable, and no actual or
receivable recognition is appropriate until the pledge is unconditional and
measurable.



Additional Resources
Journalize the Following Transactions If No Entry Put "No Entry" is a
fundamental skill for nonprofit organizations (NPOs) to accurately record
their financial activities. Proper journalizing ensures transparency,
accountability, and compliance with accounting standards. Whether it's a
donation, a promise of future support, or an expense, each transaction must
be correctly documented to reflect the true financial position of the
organization. In this guide, we will explore how to journalize various
transactions, starting with a common scenario: a benefactor promises an NPO a
contribution. We will delve into the principles of journal entries, when to
recognize income, and how to handle no-entry situations.

---

Understanding the Basics of Journalizing for NPOs

Before jumping into specific transactions, it’s important to understand the
core principles:

- Double-entry bookkeeping: Every transaction affects at least two
accounts—debit and credit.
- Revenue recognition: Donations or promises are recorded when earned or when
received, depending on the accounting basis (cash or accrual).
- Promises of support: Usually recorded as receivables or deferred income if
the promise is unconditional.
- No Entry: When a transaction does not impact the financial statements at
the time, or the event is not recognized under accounting standards, "No
Entry" is used.

---

Scenario Breakdown: A Benefactor Promises an NPO a Contribution

What Does It Mean When a Benefactor Promises Support?

A benefactor promises to give a certain amount to an NPO in the future. This
is a common occurrence in the nonprofit sector, where donors pledge support
that may be fulfilled over time. The key questions are:

- Is the promise considered a receivable?
- When should the organization recognize the promise as income?
- Are there any conditions attached to the promise?

Types of Promises

- Unconditional Promise: The benefactor commits to giving a specific amount
regardless of future conditions.
- Conditional Promise: The commitment depends on certain conditions being
met.



For simplicity, we'll assume the benefactor’s promise is unconditional.

---

Journalizing a Benefactor’s Promise of Support

Step 1: Determine the Timing of Recognition

Under the accrual basis of accounting, promises of support are recognized
when they are unconditional and measurable. If the promise is unconditional,
the NPO should record a receivable and recognize revenue.

Step 2: Record the Promise

Suppose the benefactor promises to give $10,000 in the future.

Journal Entry (at the time of promise):

| Account Title | Debit | Credit |
|-------------------------|----------------|-----------------|
| Promises Receivable | $10,000 | |
| Contribution Revenue | | $10,000 |

Explanation:

- Promises Receivable (Asset): Represents the amount the organization expects
to receive.
- Contribution Revenue (Income): Recognized because the promise is
unconditional and measurable.

---

Step 3: When the Gift Is Received

When the benefactor actually delivers the $10,000, the entry is:

| Account Title | Debit | Credit |
|---------------------------|----------------|-----------------|
| Cash | $10,000 | |
| Promises Receivable | | $10,000 |

Explanation:

- Cash increases as the organization receives funds.
- Promises Receivable decreases as the receivable is settled.

---

Special Considerations

No Entry Scenario



If the promise is not yet unconditional (e.g., it’s contingent on future
events), or if the organization follows cash basis accounting, no entry may
be recorded until the cash is received. In some cases, a promise might be
considered no entry.

---

Additional Examples and Guidance

Example 1: A Donor Makes a Conditional Promise

Suppose a donor promises $5,000, but only if the organization meets certain
conditions, such as completing a project.

Journal Entry:
No Entry — because the promise is conditional and not yet unconditional, and
under accrual accounting, revenue is not recognized until conditions are
satisfied.

---

Example 2: An In-Kind Donation

An organization receives donated goods worth $2,000.

Journal Entry:

| Account Title | Debit | Credit |
|---------------------------|----------------|-----------------|
| In-Kind Donations | $2,000 | |
| Contribution Revenue | | $2,000 |

---

Example 3: Outgoing Expenses

Suppose the organization pays for office supplies costing $300.

Journal Entry:

| Account Title | Debit | Credit |
|---------------------------|----------------|-----------------|
| Office Supplies Expense | $300 | |
| Cash | | $300 |

No Entry is needed if the supplies are purchased on account, in which case
Accounts Payable would be credited.

---

Summary Table: Key Principles in Journalizing NPO Transactions



| Transaction Type | Recognize Revenue? | Record Entry? | Notes |
|------------------------------------------------|--------------------|------
------------------------|----------------------------------------------------
----|
| Unconditional promise of support | Yes | Yes | Record receivable and
revenue at promise date |
| Conditional promise | No | No | Recognize only when conditions are met |
| Actual donation received | Yes | Yes | Debit Cash, credit contribution
revenue |
| No promise, no support, no transaction | No | No | No entry |
| In-kind donations | Yes | Yes | Record fair value of donated items |
| Expenses incurred | Yes | Yes | Record expense and decrease cash or
accounts payable |

---

Final Tips for Proper Journalizing

- Always verify whether a promise is unconditional before recognizing income.
- Record promises receivable at the fair value of the support promised.
- Recognize revenue when it is both earned and measurable, and the
probability of receipt is high.
- Use "No Entry" when the transaction does not meet the criteria for
recognition or when no actual event occurs.

---

Conclusion

Journalize the Following Transactions If No Entry Put "No Entry" is a guiding
principle that underscores the importance of understanding the nature of each
transaction. Proper journalizing ensures that an NPO’s financial statements
accurately reflect its financial health, compliance, and transparency. When a
benefactor promises support, the timing and conditions of that promise
dictate whether it should be recognized as receivable, income, or simply
noted as a future commitment. By following these principles and understanding
the nuances of each scenario, nonprofit professionals can maintain sound
financial records and uphold their fiduciary responsibilities.

---

Remember, always review applicable accounting standards (e.g., FASB ASC 958
for nonprofits) and consult with accounting professionals when in doubt.
Proper journalizing is not just about record-keeping—it's about fostering
trust and integrity within the nonprofit sector.
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