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2022 Year-End Planning for Not-for-Profits 

As organizations near their year-end, it is time for them to consider how today’s 
financial actions affect year-end reporting. Below are some of the items and reminders 
to consider before year-end: 

Donor Acknowledgement Letters 
Please remember to send a contemporaneous written donor acknowledgment letter to 
all donors who contributed to the organization during the tax year. The IRS has 
disallowed charitable contribution deductions when the donor does not have the 
contemporaneous donor acknowledgment letter required by IRC §170 or when the 
letter fails to include the required information, including the quid pro quo language. 
You can read more about the donor receipt requirements here. 

Estimated Tax Payments 
As a reminder, organizations with unrelated business income must make estimated tax 
payments throughout the year or be subject to underpayment penalties. At a minimum, 
organizations should make estimated tax payments equal to the previous year’s tax 
liability. However, organizations whose unrelated business taxable income exceeds $1M 
in the prior year are generally required to make estimated tax payments based upon the 
annualization periods and due dates below: 

Estimated Payments Income Through Due Date 

1st Installment 2 months 15th day of 4th month

2nd Installment 3 months 15th day of 6th month 

3rd Installment 6 months 15th day of 9th month 

4th Installment 9 months 15th day of 12th month 

Organizations must make federal tax payments to the IRS using either a wire transfer or 
the Electronic Federal Tax Payment System (EFTPS).

https://clarknuber.com/articles/requirements-for-the-donor-receipt/
https://www.eftps.gov/eftps/
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Financial Statement Updates: 
If your organization is required to follow generally accepted accounting principles (GAAP), here are some 
accounting standard changes to consider:  

Gifts-in-Kind 

In September 2020, the FASB issued ASU 2020-07, Presentation and Disclosures by Not-for-Profit Entities 
(Topic 958) for Contributed Nonfinancial Assets. The new ASU requires contributed nonfinancial gifts-in-
kind (GIK) to be presented as a separate line item in the financial statements. In addition, entities will be 
required to disclose a disaggregation (breakout) by type of donated asset, information about whether 
the assets will be monetized or utilized, a description of the programs or activities in which the GIK will 
be used, and information about any donor restrictions. The valuation techniques and inputs used to 
arrive at the fair value measurement, including the principal market or most advantageous market, will 
also be required disclosures. 

The amendments in this ASU are effective for annual reporting periods beginning after June 15, 2021, 
and they should be applied on a retrospective basis. Early adoption is permitted. Read more about the 
changes here.  

Leases 

ASU 2016-02, Leases (Topic 842) is meant to increase transparency and comparability among 
organizations by recognizing lease assets and lease liabilities on the balance sheets of lessees and 
disclosing essential information about leasing transactions. This update will generally apply to all leases, 
except those with terms of 12 months or less. Since its introduction in February 2016, the standard has 
been postponed and updated several times. Although applicable for certain entities earlier, this 
standard must now be implemented by all entities reporting on a GAAP basis for calendar year 2022 and 
fiscal years ending in 2023. Read more about the lease standard here.  

Federal Tax Updates: 

Reminders 

Separate unrelated trades or businesses conducted by exempt organizations with more than one 
unrelated activity are required to be segregated and unrelated business losses from one trade or 
business are not allowed to offset profits from other unrelated trades or businesses. This is often 
referred to as the “unrelated business income siloing.” Final regulations were issued on December 2, 
2020, providing guidance for determining separate trade or businesses, allocating directly connected 
deductions, and reporting unrelated income from pass-through investments and debt-financed 
property. Read more here.  

For organizations with net operating losses generated after December 31, 2017, those losses can only 
offset taxable income from the silo which it was generated. In addition, for tax years 2021 and after the 
post-2017 net operating losses can only offset up to 80% of current year income within each unrelated 
business silo. Thus, the exempt organization may be subject to tax even if it has significant net operating 
losses. Please see the following table for additional information. 

https://fasb.org/Page/ShowPdf?path=ASU+2020-07.pdf&title=ACCOUNTING+STANDARDS+UPDATE+2020-07%E2%80%94NOT-FOR-PROFIT+ENTITIES+%28TOPIC+958%29%3A+PRESENTATION+AND+DISCLOSURES+BY+NOT-FOR-PROFIT+ENTITIES+FOR+CONTRIBUTED+NONFINANCIAL+ASSETS&acceptedDisclaimer=true&Submit=
https://clarknuber.com/fasb-issues-new-presentation-disclosure-requirements-gifts-in-kind/
https://www.fasb.org/Page/ShowPdf?path=ASU+2016-02_Section+A.pdf&title=Update+2016-02%E2%80%94Leases+%28Topic+842%29+Section+A%E2%80%94Leases%3A+Amendments+to+the+FASB+Accounting+Standards+Codification%C2%AE&acceptedDisclaimer=true&Submit=
https://clarknuber.com/articles/ready-or-not-its-time-implement-new-lease-accounting-standard/
https://clarknuber.com/articles/flow-charts-for-implementing-ubti-siloing-rules/
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Net Operating Losses 
Generated Prior to 

2018 

Net Operating Losses 
Generated in 2018-

2020 

Net Operating Losses 
Generated in 2021 and 

After 

Carryover Period 20 years Unlimited Unlimited 

Carryback Period* 2 years 5 years None 

Net Operating Loss 
Deduction Limitation 
on Taxable Income 

None None 80% 

Net Operating Loss 
Silong Provisions Apply 

No Yes Yes 

*If a taxpayer wants to forgo a net operating loss carryback, they may make an irrevocable election on the Form 990-T. See Rev 
Proc 2020-24. 

Final regulations for the excise tax on remuneration over $1M and excess parachute payments were 
issued on January 11, 2021, clarifying who is considered an employee/covered employee of an 
applicable tax-exempt organization, the exceptions to the rules, and further defined what is included as 
remuneration. Read more here. 

As a reminder, not-for-profit organizations are eligible for the Employee Retention Credit (ERC), which 
can generate a tax refund of up to $26,000 per employee during 2020 and 2021. If you have not already 
taken advantage of this credit, you may want to look into it now for those years. Organizations have up 
to three years to file a refund claim for the credit. Read more about the ERC and recent guidance here. 

IRS Tax Exempt and Government Entities Fiscal Year 2022 Compliance Program 
and Priorities 

Each year, the IRS’ Tax Exempt and Government Entities (TE/GE) division releases a program letter, 
which outlines TE/GE’s priorities for the coming fiscal year.  

For exempt organizations, TE/GE’s compliance strategies for FY22 include a continuation of prior years’ 
compliance program as well as reviewing worker classification, Form 990-N filing eligibility and the gross 
receipts test, and excise tax on excess compensation under Internal Revenue Code Section 4960. The IRS 
will continue its prior years’ focus on hospital organizations with unrelated business income, social 
clubs’ investment and nonmember income, organizations with indicators of potential private benefit or 
inurement to individuals or private entities by way of private foundation loans to disqualified persons, 
and organizations previously operating as for-profit entities before conversion to public charities.  

TE/GE also continues to use data and queries to drive its work plan, including query sets based on 
information reported on Forms 990 and 990-EZ. The Program Letter and Compliance Program and 
Priorities are available on the IRS website. 

https://www.irs.gov/pub/irs-drop/td-9938.pdf
https://clarknuber.com/articles/changes-employee-retention-credit/
https://clarknuber.com/articles/your-top-employer-retention-credit-questions-answered-recent-irs-guidance/
https://www.irs.gov/pub/irs-pdf/p5313.pdf
https://www.irs.gov/government-entities/tax-exempt-government-entities-compliance-program-and-priorities
https://www.irs.gov/government-entities/tax-exempt-government-entities-compliance-program-and-priorities
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Inflation Adjustments 

Over sixty tax provisions are adjusted for inflation annually. For the tax year 2022, the following 
inflation-adjusted amounts may apply to public charities: 

• The fringe benefit exclusion for qualified transportation benefits is $280/month ($270/month in 
2021). The threshold applies separately to parking benefits and mass transit benefits. 

• Insubstantial benefit limitations for contributions associated with fundraising campaigns: 

o The low-cost article threshold is $11.70 ($11.30 in 2021). 

o Contributions of $58.50 or more ($56.50 in 2021) are fully deductible to donors if only 
“token items” are provided in exchange for the contribution. Token items are identified 
based on the cost to produce. In 2021, organizations may use the low-cost article 
threshold of $11.70 ($11.30 in 2021). 

o Contributions are fully deductible to donors if the fair market value of all benefits 
provided in exchange for a contribution is $117 ($113 in 2021) or 2% of the payment, 
whichever is less. 

• The reporting exception for non-deductible lobbying expenditures concerning dues received 
from a person, family, or entity is $124 or less ($120 in 2020). 

Mandatory Electronic Filing 

Many exempt organizations already electronically file their Form 990, either because they are required 
or have elected to do so for convenience. However, all Form 990, 990-EZ, 990-N, 990-T, and Form 990-
PF filers now must electronically file their tax returns. 

For Form 4720, the electronic filing requirement applies only to private foundations; however, the IRS 
encourages other organizations to also file their Form 4720 electronically. Some of these forms have not 
long been available for electronic filing, and it presents a challenge for both the IRS and software 
providers to implement and support electronic filing changes.  

Other Issues: 
Accountable Plans 
Qualified accountable plans and related documentation is a fruitful area for IRS audits. All employers 
must have a written expense reimbursement plan to exclude the reimbursement of ordinary and 
necessary business expenses from employee compensation. Employees must submit receipts with the 
required data and within required time frames to ensure reimbursements are not treated as taxable 
income to the employee. 

We recommend a review of your plan if it hasn’t been refreshed for some time. This review will ensure 
that any changes in tax laws have been incorporated into the plan and also help prevent an automatic 
excess benefit transaction when making certain reimbursements to disqualified persons.  

https://clarknuber.com/articles/be-aware-issues-when-e-filing/
https://clarknuber.com/articles/be-aware-issues-when-e-filing/
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Compensation Studies 
Most not-for-profit organizations are either required or want to ensure compensation paid to 
employees is reasonable and not excessive. Public charities, as well as organizations exempt under Code 
Sec. 501(c)(4) and 501(c)(29), must establish reasonable compensation for disqualified persons, those in 
a position to substantially influence the affairs of the organization, to prove to the IRS that 
compensation is reasonable.  

Often, organizations other than public charities and those exempt under Code Sec. 501(c)(4) and 
501(c)(29) also want to establish reasonable compensation for many reasons. One step in this process is 
obtaining comparable compensation information, and a compensation study is one method to 
accomplish this. A compensation study considers the job requirements, location, size of the 
organization, and other facts to provide benchmarking data for a reasonable range of compensation for 
a position in a given market.  

IT and Software Solutions Services 

In the remote work environment that many organizations are now facing, risk management looks 
different than what it did previously. IT and Software Solutions Services touches every aspect of an 
organization, from financial systems to smart devices to the computers on employees’ desks or home 
offices. It is critical to manage and mitigate your risk around technology to safeguard your assets. Clark 
Nuber can help. Our services include: 

• Service Organization Controls reports (SOC 1, 2, and 3) 

• IT audits 

• Management report baselining 

• Security reviews 

• Cybersecurity and risk assessments 

• IT consulting 

• Microsoft Supplier Security and Privacy Assurance (SSPA) services· 

• Software Functional Needs Assessments and Gap Analysis 

• Accounting System/ERP Sales, Implementation, Consulting and Training 

Questions? 
If you have questions regarding any of the tax, audit, or accounting issues, or if you would like to set 
up a meeting, please contact any of our not-for-profit professionals. 

If you would like to receive monthly articles and insights on the latest accounting news, subscribe to the 
Clark Nuber NFP Newsletter here. 

This letter contains general information only and should not be construed as accounting, business, 
financial, investment, legal, tax, or other professional advice or services. Before making any decision or 
taking any action, you should engage a qualified professional advisor. 

https://clarknuber.com/services/not-for-profit-compensation-analysis/
https://clarknuber.com/hubspot-email-us/
https://clarknuber.com/newsletter-sign-up-forms/
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