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PITFALLS OF NON-PROFIT MANAGEMENT OF RESTRICTED 

DONATIONS IN MINNESOTA 
 
Non-profit organizations often receive donations for a specific purpose.  For example, 
a donor might wish to restrict a donation for a particular capital project or piece of  
equipment, such as a new wing of  a building, or a vehicle.  But what happens when 
the purpose of  a restriction on a donation is no longer valid?  What happens when 
the intent of  the donor can no longer practically by carried out?  The Uniform 
Prudent Management of  Institutional Funds Act (UPMIFA) governs how non-profit 
organizations use and dispose of  restricted donations when the original purpose of  
the donations no longer exists.  UPMIFA is a codification of  the cy pres doctrine - an 
equitable common law doctrine that requires the preservation, as nearly as possible, 
of  the expressed intent of  a charitable gift when strict accomplishment of  the terms 
of  the gift has become impractical, inexpedient, or impossible.   
 
A prerequisite to application of  UPMIFA is a determination of  the existence of  a 
restricted donation.  If  the donors did not in fact restrict the gift, UPMIFA does not 
apply.  The donations are unrestricted and can be used for whatever purpose 
(consistent with the non-profit’s mission) desired.  Conversely, if  there is 
unambiguous evidence of  the donor’s intent to restrict the use of  a donation to a 
specific purpose, the inquiry also ends there; UPMIFA applies 
 
If  evidence of  the donor’s intent in restricting a gift is ambiguous, courts will look to 
extrinsic evidence to ascertain the donor’s intent.  A 2002 unpublished decision of  the 
Minnesota Court of  Appeals, Stock v. Augsburg College, provides insight into the kind of  
extrinsic evidence a court will look to in ascertaining a donor’s intent.  In this case, 
Augsburg College solicited a donation from an alumnus of  the college, Elroy Stock, to 
help fund the construction of  new building on campus.  The college solicited the 
donations with enticements for naming rights on various wings of  the building.  Stock 
made a $500,000 donation after conversations with development officers with the 
college suggested that a wing of  the new building would be named after him. 
 
During the time these negotiations were occurring, the college learned that Stock had 
been writing anonymous letters to families and individuals of  mixed race, denouncing 
mixed race marriages, and mixed religion marriages.  Based on substantial negative 
publicity that broke about Stock’s anonymous letters, Augsburg changed its mind 
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about naming the wing of  the new building after Stock.  Augsburg also stated that it 
would not return Stock’s donation to him. 
 
While the court found that Stock’s claims were time barred, the court nonetheless, in 
dicta, addressed an argument made by Augsburg as to whether Stock would have been 
entitled to the return of  his donation even if  his claims had not been time barred.  
The court stated that a restricted gift is one that is conditioned on a donee’s 
performance of  an act; and if  the condition is not fulfilled, the donor may reclaim the 
gift. 
 
In determining whether Stock’s gift could have been reclaimed, the court considered 
all of  the extrinsic evidence surrounding the gift – the literature distributed by the 
college soliciting naming opportunities, the representations made by the college 
development officers in soliciting the gifts, and a subsequent affirmation of  the 
solicitation promises made to the donor. Minnesota courts have also taken into 
account subsequent conduct of  a donor and donee to affirm a donor’s intent (i.e. 
following through on promises to restrict the use of  funds in certain ways).  The 
court found that Stock’s gift was restricted and he would have been entitled to reclaim 
his donation had his claim not been time barred. 
 
If  a donation has been restricted the only way to lawfully alter the use of  the funds 
under UPMIFA is:  

1.  If the donor consents in writing. 

2.  Court approval in accordance with procedures and standards 
applicable to modification of the purpose of a charitable trust. 

3. Upon 60 days advance notice to the attorney general if: 

(a) the institutional fund subject to the restriction has a 
total value of less than $50,000; 

(b) more than 20 years have elapsed since the fund was 
established; and 

(c) the institution uses the property in a manner consistent 
with the charitable purposes expressed in the gift 
instrument. 
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Non-profit organizations should be aware of  these laws when accepting or handling 
restricted funds.  If  there is any doubt about the intentions of  the donor, the non-
profit should conduct a thorough investigation, with the assistance of  counsel, to 
ascertain the donor’s intent, or, if  the purpose of  the restriction is no longer valid, 
possible, or practical, modify the donor’s intent in accordance with UPMIFA. 


