Tax Guide for Nonprofits

oth Edition

Stephen Fishman, J.D.



Table of Contents

Chapter 1 — Nonprofits and the IRS ... s 1
Learning ODJECLVES .....oii ittt e e e e ettt et e e e e e e e et ee e e e e e e e e s annntbeeeeeaeeeaannrneeeaaaeas 1
INEFOAUCTION ... 1
What Do We Mean When We Say “NONPIOfit™? ........oio ettt a e 1

Tax-Exempt NONPIOfitS ......ccoeiiiiee e 1
Section 501(c)(3) Charitable Organizations ..............oo uieiiiii e a e e 2
Private Foundations and PUublic Charities .............ooouiiiiiiii e 3
The Life Cycle of @ NONPIOfit............eeieiiiie ettt e e e e e e e e e e e e e e aenes 3
Creating Your Legal ENtity ...ttt e e e e e e 4
Obtaining Tax-EXemMP STATUS ........ueiiiiieiii e e e e e e e e e e e e aaes 4
L@ T3To ol aTe J O]y ] o] =T o o7 = SR P PO PPEPT 5
Limitations on Your NONProfit’s ACHVItIES .........uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieeieeeeeeeseeaeesseerereerreerersrerrerree 6
Documenting and Disclosing ContribULIONS ...........ccuuiiiiiiiii e 7
ANNUAL TAX FIlINGS e 7
[RCTe o] o I Q=TT o] o T TP PP P P PP PP PP PPPPPPPPPPPPPRt 8
=T e ol aTo I o T0 ol N o] aT T4 {1 SRR 8
1S3 U o [ TSP 8
AL a = L 3= T I 0 o [ o PP PPERT 8
WHO GEtS AUGIEA. ...ttt e ettt e e e e e e e ettt e e e e e e s s nnteeeeeeeaeesaanseneeeaaaeeaannn 9
TYPES OF AUAIES ...ttt e e e e e e ettt e e e e e e e s e nnebeeeeaaeeesaannbeneeaaaeeaaannns 9
AUAIE OULCOMIES ...ttt e oottt e e e e e e s e e et bt e e e e e e e e e s e nteeeeeaaaeeeeaannbbaneaaaaeeeaannenneas 13
APPEaliNG @n IRS AUIt.....ciiiiiiiiiieeee e 14
REVIEW QUESTIONS ...ttt e e e e e ettt et e e e e e e s e abb e eeaaaaeeeaansbaeeeaaaeeaaansneneas 15
REVIEW ANISWETS ...ttt ettt ettt 5555555tttk ettt ettt et et e e e e nnnn e 16

Chapter 2 — Annual IRS Filings — FOrm 990............cccoiimmmiesrir s ssssss s ssssss s ssssnnsnes 19
Learning ODJECLIVES .....coiiiiiiiiiieie ettt ettt et e e e e e ettt et e e e e e e s e nbbeeeeaaaeeessanebaneeeaaeeaaanneneeas 19
INEFOAUCTION ... 19
The Nuts and Bolts of the Filing ProCess............ueiiiii it a e 19

Why an Information REIUMNT ... e e e e e e eeaaaeas 19
WO IS EXEMIPL? . 20
Which FOorm Should YOU Fle7..... ...ttt e e e e e e eeea e s 21
When to File YOUr REtUMN.......oooi i 22
You Must File Your Return ElectroniCally ... 23
What If YOU DON'E FlE7 ...ttt e e e e e e et e e e e e e e e e e ennnaeeeaaaeas 23
The 990-N Postcard Filing—As Simple as [t Gets.........oocuuiiiiiii e 24
How to Complete and File FOrm 990-N .........uuuuuiiiiiieiiiiiiiiieeiitieieeeeeereeereeeeeerreeeeseerrrrrrrrererrrerr.s 24
Form 990-EZ: The E-Z WAy OUL .......ooiieiiiiiee ettt e ettt e e e e e e s et e e e e e e e e e nnneeees 26
General Background INfOrmM@ation...........ooiuiiiiiiie et e e e e e e 27
Parts | and 1l: Financial INformation ..............oooi e 28
Part 111: Program ACCOMPIISNMENTS ... ...uuuiiiiiiiiiiiiiiiiiiiieiiibiebbbieb bbb eee bbb eeeeeeeeeeeeeeneeeene 33
Part IV: ODTKE Disclosure and COmMPENSAtiON ...........uuuuuuruereeireerreeriurniereeerrernneereeeerrrereree. 34
Part V: Additional INfOrmMation............ooi e e e e e e e 36
Part VI: Payments to Key Employees or Contractors...........oocuueiiiiii i 38
SIGNALUIE BIOCK ...ttt e e e e e ettt e e e e e e e e nbe e e e eeeaaeeaaannrrneeeaaeeaaane 38
SCNEAUIES ...t e oottt e e e oo ettt e e e e e e e ee e e e anbee e e e e e e e e e e annenneeaaaeaeaaann 38
Form 990: Just Hold Your Nose and File [t.............uuuuiuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiiieeeeeeee e eeeeeeeeeeeeeeeeees 39
Do You Really Have to File FOrmM 9907 .......ooiii ettt e e e e e 40
Who Should Prepare FOrm 9907........cooiiiiiiieeeee e 40
AN Overview Of FOMM 990 ...t e e e e e et e e e e e e e e e nar e e e e e e e e e e e e e anneenes 41
Getting Ready for FOMM 990..........uiiiiii it e e e e e e e et e e e e e e e s e nneneeeeaaaeeaaanes 43
Are Your Management Practices Up 10 SNU? .........oooiiiiiii e 45
Identify and Disclose Family and Business Relationships ... 46

Letting the Public See Your Report Card: Disclosure of FOrm 990.............uuvuuiiiiiiiiiiiiiiiiiiiiiiiiinnininnnnns 46



Table of Contents

PUDbIIC INSPECHION Of REIUMNIS. .. . uiiiiiiiiiiiiiiiiieiie ittt saeee e ee e es e ssssssesssssssessssssnnnsnnnes 47
Furnishing Copies Of REIUIMNS .........oii it e e e e e e e et e e e e e e e e nneeees 47
What If SOMeone Harasses YOU? ......cooiiiiiiieieee e 48
Penalties for Failure t0 COMPIY ......oooiiiiie e a e e e e e ees 48
Notifying the IRS If You Terminate, Merge, or Contract Your Nonprofit...........cccccoeiiiiiiiiiiniieniiiie, 48
WhICh FOIM 10 File. ...t e e e et e e e e e e eeeeaa e e e e e aaaaees 49
When the RetUIN 1S DUE..... ...ttt e e e e e et e e e e e e e eee e e e e eaaeanes 49
Information YOUu MUSE DISCIOSE..........covviiiiiiiiiiiice e 49
Significant Contraction of Your NONProfit...........coo e 50
What to Do If the IRS Has Revoked Your Nonprofit's Tax-Exempt Status.............ccccooeeee. 51
Reinstating TaxX-EXemPt StAtUS ........ooi i e e 51
REVIEW QUUESTIONS ...ttt e e e e oottt e e e e e e s e ae b e ee e e e e e e s s anttaneeeaaeeaaannneneas 54
REVIEW ANSWETS ...ttt ettt oo e e e e ettt oo e e e e e e et ttta e e e e eeeeetaan e e eeaeeentannaeeaaeeennsnnnnaaaaaaaees 56
Chapter 3 — Record Keeping and ACCOUNEING.........ccciummmmiiiiiniiiesmnin s sssssss s sssssss s nnnnes 59
=TT a1 a Yo @ o] [=Twt Y=L SRR 59
g (e T 0T34 o] o 1R 59
Why Keep FIinancial RECOIAS? .........uueiiiiii ettt e e e e e e et e e e e e e e s annaeeeeeaaaeeaaanns 59
Preparing Annual IRS Information REIUINS ... 59
Showing You're Fulfilling Your Nonprofit MiSSION.............coiiiiiiiiiiiiii e 59
Showing You Qualify as @ Public Charity.............oooiiiiiii e 60
L] R 60
Preparing Financial State€ments ... 60
MONItOrING YOUF BUAGEL ......eiiiiiiiiiiiiieiieeetee ettt ettt be e nnnennes 60
What Does the IRS REQUITE? ......ccoeeieeeeeeeeeeee e 61
N = VG (- | USSP 61
AN Accounting MEthOd.........cooviiiiiiiiiii 61

A Record of INCOME @nd EXPENSES .......cccovviiiiiiiiiiieieeeeee e 62

F N =T o1 I - V| USSP 69
Asset and Liability RECOIS .........cooiiiiiiiiiiiiii 70
EMPIOYMENT TAX RECOIMIS ... uuuiiiiiiiiiiiiiiieiieeeeietibeb bbbttt e bbbttt s s s s s seebebbeebnnenee 7
How Long Should ReCords Be Kept? .........eiiiiiiiiiiiiiee ettt a e 71
Do You Need an INdependent AUTIL? .........uuuueueueeeieiiieiieeeeteerteeeeeeeeeeeeereeeseeeeesseeeeeeeerereeereerrersssenrsrnnnnes 72
MINAING thE GAAP ...ttt e e e e e e oo ettt bttt e e e e e e s e aebeeeeeaaeeessanbbaneeeaaeeaaannnneeas 74
Required FINancial StatemMENTS ...........uuuuuuiiiiiiiiiiiiiieiiieiieieeaeeeeeeeeeeeeeaeeeaeeereeereerrereeeeeesereresssssssssrsnnes 74
Accounting for Restricted FUNAS ...........uuiiiiie e e 75
Recording Pledges and DONAIONS ..........uuueuiieiiiiiiiiiiiiiiiiiiiiibbbiieeeeeeeeeeeeeeeeeeeebeeeebeebeeeeeeeseseesseeneeenees 75
REVIEW QUESTIONS ...ttt e e e e e ettt et e e e e e e s e abb e eeaaaaeeeaansbaeeeaaaeeaaansneneas 76
REVIEW ANSWETS ...ttt ettt oo e e e e ettt oo e e e e e e et ttta e e e e eeeeetaan e e eeaeeentannaeeaaeeennsnnnnaaaaaaaees 77
Chapter 4 — Volunteers, Employees, and Independent Contractors.............cccoeeieiiiiiiiccccnnnssnssssseenns 79
Learning ODJECLVES .....coiiiiiiieiiii ettt e ettt e e e e e et bttt e e e e e e e s anbeeeeeeaaeeessanebaneeeaaeeaaannnneeas 79
g (e T U131 o] o 1R 79
Volunteers—The Backbone Workforce of Nonprofits..........ccccccvviiiiiiiii 79
What IS @ VOIUNTEEI? ..., 79
Volunteer Work—From Director to INtern ... ... 80
Reimbursing Your Volunteers—Know the RUIES.............uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieeeeeeeeeeeee e 80
Accountable Plans—The Key to Success Withthe IRS ... 81
LoCal TranSPOrtation COSES ......uuuuuuurirueiuiiieeiitreeetutuueeeeeeaeeeeeeeeeeeseeseeesseeeeeeeeeeesesssssssssssssssssssssnnsnsnnnns 84
Travel and Meal EXPENSES.... .o et e e e e ettt e e e e e e e eeneaaa e e e aeaaeaees 84
Unreimbursed VOIUNTEEr EXPENSES ......... ittt e e e e e ettt e e e e e e e e eneeanaaaaeaaeeee 85
Requirements for Deducting Unreimbursed EXPENSES............uuuuvuiiuiuiiiiiiiiiiiiiiiiiiiiiienernrrereneerennen. 85
Substantiation of VolUNtEEr EXPENSES ......ccciiiiiiiececeeee e 87
Benefits and Freebies—How to Show Your Appreciation Tax Free............uuuvviiiiiiiiiiieieiiiiiiiiieiinininnnnn. 88
Working Condition Fringe BeNEfits ..........ooo i 88
De Minimis Benefits—Those TOKEN FreEhIES..........uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeereerrrerrreenennennne 89
Tax-Free Benefits for Volunteer-EmMPIOYEES .........ooiiii i 90

il



Table of Contents

Paid Help: Employees and Independent CONtraCiorS. ............uuuuuurruriieiiiiieiiiriiieriereeereseeereerereeeeeernenns 91
What's the Big DEaIT .........eeiiiiiiiiiieiiie ettt e e e ettt e e e e e e st e e e e e e e e e e e anrnaeeaaaaeas 92
HOW O TEll the DiffErENCE ... . uuuuiiiiiiiiiiiiitiietiieeitete ettt eee e e aaesee e e eee s sessessssssssssssssssssessnnsnnnnes 93
The Safe Harbor Rule for Independent Contractor Status.................cceieiiiiiiiiiii e, 96
Getting an IRS Advance Determination ........... ..o e e 97
Classifying Corporate Officers and DiIr€CtOrS ...........oiiuuuiiiiieeeeiiiiiiieee e e e e e 97

Hiring Independent CONtraCtOrS. ........ooii et e e e e e e s e e e e e e e e e e enneeees 98
Procedures for HiriNG CONraCtOrS ...........uuieiiiie et a e e 98
Your Tax Reporting Obligations .............eiiiiiiii e e e 101
Filing FOrmM T099-NEC ... ..ottt e e e e e ettt et e e e e e e e e neteeeeaaaeeaaannnebeeeeaaaeeaanns 102

[ Tl o =4 aT ][0} ==L T TP PP PP PP PP PPPPPPPPPPPPIRt 102
The Tax ColleCtor ROIE ........ccoe e, 102
ReiMbUrsSing YOUr EMPIOYEES .......uuuiiiiiiiiiiiiiiiiiiiiietibebebbeeebeeeebeseeeee e seeebbbbb e bbb bbb essesssessessesnnennnnne 105
Excise Taxes on Excessive EMployee PaymMentS............uuuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeneeeeneeeeeneinnnee 106

Affordable Care Act (ACA) and Nonprofit EMPIOYErS ........cc.uuiiiiiiieeiiieieeee e 106
Is Your Nonprofit @ “Large EMPIOYEI™? .......coo ittt e e e e e e 106
Independent Contractors Not Covered by Employer Mandate ..., 107
Penalties UNAEr the ACA ... ..ueeeiiiiiiiiiiieie ettt eesssesseseeeseesessssesssssssssssssssssnssnssnnnnnnnes 107

REVIEW QUESTIONS ...ttt e e e e ettt e e e e e e s e nae e e e e e e e e e e s s e anbbseeeeaaeeaaannnnnneas 108

REVIEW ANSWETS ...ttt e e e e et ettt e e e e e e et ettt e e e e e eeeeeeaaa e e e eaeenessnn e e eaaaaeeennnnnnaeann 109

Chapter 5 — Charitable Giving — The Basics and Cash Donations .............ccooeeviiiiiiicicccnnnsss s, 111

=TT a1 aTo @ o] [=Tot Y=L PRSP 111

T (e T U131 o] o 1P 111

Your Role @s @ NONPIOfit........cciiiiiiiiiiieieeee e 111

Threshold Requirements for Deducting Donations...............coiiiiiiiiiiiiiiiae e 112
The Donee Side—It Must Be a Qualified Organization ..o 112
THE DONOK SIAE ... 114

Annual Ceilings on Charitable DeAUCLIONS..............uiiiiiiiiiiiiii e eeeeeeea e 116
L07= 1] o I 00T a1 1310101 17T o= 116
Property ContriDULIONS ...ttt e e e e e et e e e e e e e e s nnnbraeeeeaaeeaanns 116

What Can a Donor ContribULE? .......cceee e 117

When Is a Contribution Made for Tax PUrPOSES? .......ccovviiiiiieeeeeeeeeeeee e 117

Special Gifts—Earmarked, Restricted, and Conditional ..., 118
T E T GG Lo I C ) 1 TP PPPRPPPIRt 118
TS 1y w1 (= 1o I C ) PP PPPPPPPPRt 119
CoNItIONAl GiIfES .o e e ——————— 119

If Your Nonprofit Provides GOOAS OF SEIVICES...........ccuviiiiiiiiiiiiieeeeeeeeeeee e 120

107 1] o T 00T o1 131010 17T o= 121
Contributions of Less than $250............oii i 121
Contributions of $250 @Nd MOTE ..........uuiiiiiiiie ettt ee e e eatee e e as 122

107 1] oI i (=30 10T o TN 123

INEErESE-Free LOANS ... ettt e e e e e et e e e e e e e e eatta e e e e aeeeeeenennnan 124

Quid Pro QUO COoNtHDULIONS ...t et e ettt e e e et e e e s neeea e e anneeeaans 124
DT T ol T oI £= (=Y 4 a1 ) PP PRPPPIRt 125
Exceptions to the Quid Pro QUO RUIES ............uuuuiiiiiiiiiiiiiiiieiiiiiiiteieeeeeeeeeeeseaereeeeesrrerrrrrrrerrrerrrrenne 127

(O] = 1 A XU T 10 L= TR PEEPT 130

REVIEW QUESTIONS ...ttt e e e oo ettt e e e e e e e e e naee e e e e e e e e e e e aanneseeeeaaeesaannnnnneas 131

REVIEW ANSWETS ... ettt ettt e oo e e et ettt e e e e e e e e ettt e e e e e eeeeetaaa e e e eaaeeessan e e eaaaaeennsnnnnaeenn 133

(0d JE=T o] L= Rl o oY oYY o V20 B T 4 B 1o 4 T 135

T T a1 aTo @ o] [=Tot Y=L PRSP 135

T a1 eTo 0T 1o o 1P 135

Annual Deduction Limit for Property DONAtIONS ............ooiiiiiiiiiiaaeee e e e 135
Long-Term Capital Gain Property...........cuueeiiiiee ittt e e e e e e eeeaaeeeannes 136
Ordinary Income and Short-Term Capital Gain Property............cccueeiieiiiiiiiiiiiiieee e 136

Valuing Property Donations—An Art, NOt @ SCIENCE .........cuuiiiiiiiiei e 136

il



Table of Contents

Your Nonprofit's Role in Determining ValUe..............cooiiiiiiiiiiiiiae e 137
Basic Valuation Rule: Fair Market Value ... e 137
Different Types of Property DONAtioNS..........coiii e a e 138
Clothing and HOUSENOIA IEEMS .......coiiiiee et a e e e e e e e e 138
Vehicles—Used Cars, Boats, and AIrCraft ............oouuiiiiiiiiiee e 139
Stock and Other SECUTTIES ....ciiiiiie e 141
Bitcoin and Other CryptOCUITENCY ...........uueiiiiiee ettt e e e e ettt e e e e e e s aee e e e e e e e e s aanneneeeaaaaeaaannes 143
NON-FUNQGIDIE TOKENS (NFTS) ...ttt ettt e e e e e e e et e e e e e e e s anneneeeaaaaeeaaanns 144
T L S = = U PPPUR 145
Art, Antiques, Collectibles, and Unusual GiftS..............cooiiiiiiiiiiiiiii e, 145
CoNSErVatioN EaSEMENTS .. ..cciiiiiiiieceee e 147
[eTeTo I 01Y7=T o1 (o] oY TP PO P PP PP PP PPPPPPPPPPPPPRY 147
BUSINESS INVENTOIY ...ttt bbbttt e ettt bttt e e ennnenneee 148
Corporate Inventory and EQUIPMENT.......coooiiiiiiceeee e 149
Documenting Property DONGLIONS. .........uuuuiiiiiiiitiiiiiiiiiiiibeibbebeebeeebeeeeeeeeeeeaeeebebebeeebeeseeeeseseseseeseeeeenennes 149
Deadline for Providing DOCUMENtAtioN ..........coiiiiiiiiiiiiiie et a e e e 149
Property Worth Less Than $250..........ccuuiiiiiiiieeie ettt e et e e e eee e 150
Property Valued at $250 0 $500...........coiiiiiiiiieeie ettt 151
Property Valued at More Than $500 but Not More Than $5,000 .............cccooeviieeiiiie e 151
Property Valued at More Than $5,000............cocoiiiiiiiiiie ettt 152
When a Nonprofit Sells Donated Property—IRS Form 8282 ............cccovviiviiiiii 156
Documentation Rules for Cars, Boats, and AIrplanes ..............uueiiiiiiiiiiiiieeeeeeeeeeeeeee e, 159
REVIEW QUESTIONS ...ttt e e e e e ettt e e e e e e s e naeeee e e e e e e e e s aannbsaeeeaaeesaannnneneas 163
REVIEW ANSWETS ... ettt e e e et e ettt e e e e e et ettt e e e e e eeeeetaaa e e eaeeeeessnn e e eaaaaeeensnnnaaeann 164

Chapter 7 — Excessive Compensation, Sweetheart Deals, and Other Ways to Get in Trouble

WIith the IRS ... s s s s s s s s s s s s s s s s s s s s s s s s nnn s ssssssssnsssnnsnnnsnsnnnnnnnnnnsnnnnn 165
=TT a1 aTo @ o] [=Tot Y=L PRSP 165
T (e T U131 o] o 1P 165
A Nonprofit Is Not a Personal Piggy BankK ..............cooiiiiiiiiiiiieiiee e 165
The IRS Intermediate Sanctions Minefield..............ooooiiiiiiiii 166

Disqualified Person + Excess Benefit = IRS Sanctions..............uuvvviiiiiiiiiiiiiiiiiiiiiiiiiiiiiiereeeeeneeeen. 167
Automatic EXCESS BENEFIS.......ccovviiiiiiiiiiiieeee e 167
LOANS WIth INSIAEIS ...t e e e e ettt e e e e e e e e eeaa e e e e e eaeeeeeennnns 168
Transactions With Disqualified Persons—How to Avoid Problems Withthe IRS ............................... 168
Identify Your Nonprofit's Disqualified PErsons .............ccovviiiiiiiiiiii 169
FOIIOW IRS-APPrOVEA PrOCEAUIES ... . .uuuiiiiiiiiieeeteieeaseeeseererssnseseseseesessssssesssssssssseesssessssssrsssssssnsnnnes 171
Have a Conflict of INterest POICY........... i e e 172
Excessive Compensation for Services: The Most Common Excess Benefit.............ccccooooiiiin. 173
Preapproval Of COMPENSATION ........uuuuuuiiiiieiiiiiiiieieeetteeeeeeeereeeeeeeeeeeeeeeeeeeeseereeeeeeeeessseessssssssnsssssrnnnes 174
What Is Reasonable Compensation? ..........ccovviiiiiiiiii e 175
What Is Included in CoOmMPENSAtiON? ........ccceiiiiieieieeeee e 176
Using Comparable Compensation Data .................uuuuuiiiiuiiieiiiiiiiiiiiiiiiireeeereeeeeeeeeerrerr———.. 176
Document All Taxable Compensation Paid 0 DPS .............uuuuiiiiiiiiiiiiiieiiiiiiiiiiiiieineeeeeeeereeeeee. 178
Reimburse Employee DP Expenses Under an Accountable Plan ..., 179
Correcting and Reporting Excess Benefit Transactions ............oooouviiiiiiai i 180
The IRS’s Sentence of Death: Revocation of Tax-Exempt Status ............ccccoevveii 184
Private INUIEMENT ... . e ettt e e e e e et et e e e e e e e eattan e e e aeaeeeenennnas 184
A2 1 ES I ==Y T PP PPPPPPPRRt 185
REVIEW QUESTIONS ... uvvvtitiiiiiiiieieeeeeeeeeeteaeeeteee ettt e ees e s e s s s st et e st s st s s s s s s s s s s s s s s st s s s s s s s e s sessnnssesnnnnnn 186
REVIEW ANSWETS ...ttt e e e et e ettt e e e e e et ettt e e e e e eeeeeeaaa e e eeaaeeeesnn e e aaaeeeeenennnnaeann 187

Chapter 8 — Nonprofits That Make Money and UBIT ... 189
T T a1 aTo @ o] [=Tot Y=L PRSP 189
T a1 eTo 0T 1o o 1P 189
WAt IS UBIT 7 e 189

Is the Activity Related t0 YOUr MISSION?........ooii e 190

v



Table of Contents

IS the ACtIVILY @ BUSINESST ....eeiiiiiiiiiiiitiit ettt e ettt e e e e e e e s s et e e e e e e e e e e e nbaeeeeaaaeeeeaannennes 192

Is the Activity “Regularly Carried ON"7?...... .o et e e e e e e e e e e e nneeeeas 193
Activities EXempt From UBIT ... et e e e e e e e ee e e e e e eeeeeennns 193
When Your Volunteers DO the WOrK..........oooii e e e e 193
Thrift Shops and Donated Merchandise ..............coovviiiiiiiii 194

[ To ] Lol I £ EPPPPUR 194
CONVENIENCE ACHVITIES ..ot a e e e e e e e e e aaas 195
BUSINESS SPONSOISIIDS ... uuutttitiiiiitiitiieeeiteteeteteeeeeeeeeeee e eeeeeseaeesssesseseessesessssssssssssssssssssssssssnsssnnnnnnns 195
Rental Income, Capital Gains, and Investment INCOMe...............cccooiiiiiiiiiiiiiiiiieeee e, 196
LOW-COSt GIVEAWAYS ....eeeeeiiiiitiieieeae e e ettt ee e e e e e e e ateeeeeaaaeeaaannabbeeeeaaaeeaaannseeeeeaaaeeaaannnesnneaaaaeeaaanns 197
RESEAICN INCOME. ... oottt e e e e e ettt e e e e e e e eetta e e e e aaeeeeeennnan 197

=] aTe [o T €= Ty o L= PR UUPPURRPR 197
Periodical AdVErtiSING INCOME ... ..uuuiiiiiiiiiiiiiiiiiieieie ettt b bbb e ee e e eeeeeneseeenenneeee 198
DO YOU OWE UBIT? ..uuuiiiiiiitiiiuiittetttetteasstteteeeeeeeeseesssessssssssssssssssssssssssssssssssssssssssssssssssssessssssnnssnsnnnnnnn 199
Calculating UBIT With Multiple Business ACHIVItIES ...........cooiiiiiiiiiiieee e 200
FiliNG UBIT TaX REIUMIS .....uttiiiiiiiiiieiiieietet ettt e et et et e esnnenne 201
(D= o [T Lo (o] ol 1T o TR UOUPURRPR 201
Failure to File FOImM 900-T ... ettt e e e e e ettt e e e e e e e eeeann e e e e eeeeeeennnns 201
L070) 1 (=Y o1 (=38 o] o] o o T 202
)Y To I U I TP PP PP PP P PP PP PP PPPPPPPPPPPPPPPRt 202
REVIEW QUESTIONS ...ttt e e e e e e ettt e e e e e e s s naes e e e e e e e e e s s aannbseeeeaaeeaaannnnneeas 203
REVIEW ANSWETS ...ttt e e e et ettt et oo e e e et ettt e e e e e aeeeeeaaa e e eeeeeeeesan e e eaaaaeeensnnnnaeenn 204
Chapter 9 — Lobbying and Political Campaign Activities ..........cccoccmmiiiiniiiiiimeere s 205
T T a1 aTo @ o] [=Tot Y=L PRSP 205
T eTo U131 o 1SR 205
Lobbying by Nonprofits—What's Allowed and What's NOt ..., 205
AL aE= Lo - o o] o)/ o To PRSPPI 206
Not All AAVOCaCY IS LODDYING ......uiiiiiiiiiiiiiiiiiiii bbb e e eeeeeeeenee 207
Nonpartisan Education 1S NOt LODDYING..........uuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiieieeieeieeeeeveeeeeeeeeeeeeeeeeeenee 208
How Much Lobbying IS TOO MUCRT? ... e e e 209
Reporting Your Lobbying Time and EXPENSES.........uuuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieeseeeeeeeeessesenereeeneeeene 211
LobbYING Vi the INTEINET. ... ..uiiiiiiiiiiiiit bbbt eenbbbbbneneenee 211

If You Receive Federal GrantS...........couvvviiiiiiiiiiiieeeeee e 212
Political Campaign Activities—An Absolute Ban ............coooo e 212
What Activities Are Prohibited ... 213
Voter Education, Voter Registration, and Get-Out-the-Vote Drives ...........ccccccvvvvivviiiii 213
Candidate AP PEAIANCES......cciii i i i et 214

RV o) (=1 U T [PPSR 215
Individual Activity by Directors, Officers, and EmplOyees............ccoooiiiiiiiiiiiiiiiiie e 215
Issue Advocacy vs. Political Campaign ACLIVILY .........coooiiiiiiiiii e 216
Business Activity as Political Campaign ACLIVItY ...........ooiiiiiiii e 216
LAY 0171 =T PSPPI 217
Consequences of Violating the RUIES .............ooiiiiii e 218
Getting Around the RESIFHCHONS. ........oiiiiie e e e e e e 219
Forming a Social Welfare Organization ..............oooiiiiiiiioi e 219
FOrMING @ PAC ...ttt et e e e e e ettt e e e e e e e e s anneeeeeeeeaaeeeaannbrneeeaaaeeaannn 220
REVIEW QUESTIONS ...ttt e e e oo ettt e e e e e e e e e naee e e e e e e e e e e e aanneseeeeaaeesaannnnnneas 221
REVIEW ANSWETS ... ettt ettt e oo e e et ettt e e e e e e e e ettt e e e e e eeeeetaaa e e e eaaeeessan e e eaaaaeennsnnnnaeenn 222
Chapter 10 — Tax Credits for NONProfits.............ccceeeiiiiiiiiiiiiirsr s 223
T T a1 aTo @ o] [=Tot Y=L PRSP 223
T a1 eTo 0T 1o o 1P 223
Tax Credits for Nonprofits with EMpIOyees .............oooviiiiiiiii 223
Small Business Health Care Tax Credit........ ..o e e e e e 223
Work Opportunity Tax Credit.........coceiiiiiiieceee e 223
Credit for Start-Up Costs for Employee Retirement Plans...........ccoooiiiiiiiiiiiieiei e 224



Table of Contents

Energy-Related Tax CredifS . ..... .. i ittt e et e e e e e e s e e e e e e e e e e nneeees 224
INVESTMENT TAX Credit....coiiiiiiiiiiieeeeeeeeeeeeeee s 224
Clean Energy Production Tax Credit.............ueiiiii ittt e e e e 225
Commercial Clean Vehicle Tax Credit.........oooioiiiiiieiecceceeeee e 225
EV Charger Credit ... ..ottt e e e ettt e e e e e e e e nnee e e eeaa e e e e e aanneraeeeaaaeeaanns 226
Using Elective Pay to Collect Clean Energy and EV Tax Credits fromthe IRS.................c..coe. 226
Energy-Efficient Commercial Buildings DeducCtion ..............cooiiiiiiiiiiaiiiiiiiee e 228

REVIEW QUESTIONS ...ttt e e e e ettt e e e e e e e e aabe e e e e e e e e e e s e annaseeeeaaeeaaannnnnneas 229

REVIEW ANSWETS ...ttt e oo e ettt ettt e e e a2 e e eettta e e e e e eeeeeeaaa e e e aaaeeetsan e e eaaaeeennsnnnnaeann 230

Chapter 11 — Help Beyond This BOOK............cccuviiiiiiiiiiiiiisssesssesssssssssssssssssssssssssssssssssssssssssssssssssssssees 231

Learning ODJECLVES .....ciii ittt ettt e e e e e e ettt e e e e e e s s anteee e e e e e e e e e nneseeeeaaeeeaannnenes 231

T g (e T U131 o 1P 231

HEID FrOM the IRS ...ttt e ettt ettt sttt s s s s s s e s ssssnnsssnnnnnne 231

Other Helpful Publications and WeEDSITES..........ccoiiiiiiiiccceecceeee e 233

REVIEW QUESTIONS ...ttt e e e oo ettt e e e e e e e e e naee e e e e e e e e e e e aanneseeeeaaeesaannnnnneas 235

REVIEW ANSWETS ...ttt ettt e e e e ettt e oo e e e et ettt e e e e e eeeeeeaaa e e e eeeeeessan e e eaaeaeennsnnnnaaann 236

Appendix — How to Use the Downloadable FOrms..........cou. e 237
L€ o =TT 1 239
g T =N 243

vi





