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How the law could jeopardize donations

The TCJA makes several changes that could alter 
donation habits. Most relevantly, the law:

›  Cuts individual income tax rates, which reduces 
the tax impact of deductions,

›  Eliminates or limits some of the most popular  
itemized deductions, including the state and  
local tax deduction,

›  Nearly doubles the standard deduction to  
$12,000 for individual taxpayers and $24,000  
for married couples filing jointly, and

›  More than doubles the estate tax exemption  
to $11.18 million. 

Experts worry that the changes related to deductions 
will mean fewer taxpayers itemize, making them  
ineligible for charitable deductions. And, with the 
possibility of being hit by the estate tax more remote, 
wealthy individuals may feel less motivated to  
give. (Note, however, that tax legislation has been 
proposed that would allow nonitemizers to deduct 
charitable donations. Check with your tax advisor for 
the latest information.)

What you can do

While the impact the TCJA will have on charitable 
giving remains to be seen, you really can’t afford to 
take a wait-and-see attitude. Savvy nonprofits are 
preparing to combat the potential donation dip with 
these strategies:

1. Promoting donor-advised funds. Organizations are 
increasingly touting the advantages of donor-advised 
funds (DAFs) to current and potential donors. Donors 
can get an immediate tax deduction for contributions 
to a DAF, while retaining advisory privileges for the  
distribution of funds and investment of account assets.

By making significant contributions to a DAF in  
a single year, a donor can exceed the standard 
deduction and itemized deductions. Remember, 
only those taxpayers who itemize will obtain any tax 
benefit from charitable donations. The donor can 
advise the fund administrator to distribute the funds 
to you annually in increments. And this allows your 
nonprofit to receive a steady stream of donations 
regardless of whether the donor itemizes every year.

Strategies for maintaining — or growing — 
donations under the new tax law

When the economy improves, nonprofits typically find that donations also grow. But the latest economic 
swing comes on the heels of a sweeping new tax law that many fear will counter that effect. The Tax 
Cuts and Jobs Act (TCJA) may disincentivize charitable giving for all but the wealthiest contributors. 
Even those donors may have less tax incentive to give, though, so nonprofits must adjust their strategies 
to maintain a reliable influx of dollars.



2. Getting the board involved. Traditionally, fundraising 
was considered one of the primary responsibilities of a 
nonprofit’s board of directors. This obligation has fallen 
by the wayside at some organizations over the years, as 
duties related to governance and ethics have gained 
in prominence. Now is the time to gently remind your 
board members of the vital role they play in bringing 
in funding. Ask them to reach out to their connections, 
and make it easy for them to do so. For example, you 
can provide them talking points, statistics, outcome 
reporting and materials they can use to persuade 
potential donors of the value of your group’s work.

3. Encouraging donation “bunching.” It’s been 
estimated that the number of households claiming 
charitable deductions will plunge from about  
37 million to 16 million in 2018 because fewer tax-
payers will itemize. But, if typical donors bunch their 
donations similarly to how those with DAFs do, they 
may accumulate enough charitable deductions to 
push them over the standard deduction some years. 

For example, a donor who typically contributes  
to your organization at year end can instead  
bunch donations in alternate years (January and 
December of 2019 and January and December  
for 2021). Or a donor could make several years’ 
worth of donations in one year. The donor still  

gives the same total amounts as in the past, without 
sacrificing the charitable deduction.

4. Reaching out to retirees. Donors age 70½ or  
older may qualify to transfer up to $100,000 to 
charitable organizations (other than DAFs or private 
foundations) every year from their traditional or  
Roth IRA accounts. Married couples can distribute 
as much as $200,000 annually. 

Although no charitable deduction is allowed, the 
distribution isn’t included in the taxpayer’s adjusted 
gross income (AGI). That’s because the IRA trustee 
makes it directly to the charitable organization. 
This strategy reduces the donor’s taxable income, 
making it easier for them to qualify for deductions 
subject to AGI floors and avoid the net investment 
income tax. The distributions also count toward their 
required minimum distributions from IRAs.

Better safe than sorry

Even if the most dreaded consequences of the TCJA 
don’t develop, it never hurts to regularly review your 
donation strategies, considering current and expected 
economic conditions. Broadening your solicitation 
approaches to include those described above will 
help reduce your vulnerability to budget gaps. n
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Some nonprofits have found it worthwhile to devote resources to 
securing microdonations, or gifts in increments so small that donors 
don’t think twice about making them. A callout for $5 donations 
sent by smartphone via text or an app, or an automatic $10 monthly 
donation from a checking account or credit card, can produce a 
nice chunk of revenue for minimal effort.

This method of donation, which is a natural for mobile technology, 
has proven particularly popular with younger donors who appreciate 

the ease. And, importantly, getting these donors invested in your organization when they’re still in their 
early earning years can pay off further in the future if they have the potential to become major donors.

Until recently, many organizations felt the associated credit card transaction fees made microdonations 
impractical. But those fees have dropped significantly in many cases, making this a good time to reconsider.

If you decide to give microdonations a try, remember that there are no “micro donors.” Treat these donors 
as you would others, sending acknowledgments for even the smallest contribution.

Microdonations are small, but potentially mighty
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Qualified sponsorship payments 

Generally, “qualified sponsorship payments” received 
by a nonprofit are exceptions to what’s considered 
unrelated (trade or) business income (UBI). A qual-
ified sponsorship payment is a payment of money, 
transfer of property or performance of services with 
no expectation that the sponsor will receive any 
“substantial return benefit.” Benefits returned to the 
sponsor can include advertising; goods, facilities, 
services or other privileges; rights to use an intangible 
asset such as a trademark, logo or designation; or 
an exclusive provider arrangement.

To be considered “substantial” by the IRS, the aggre-
gate fair market value (FMV) of all benefits given  
to the sponsor during the year must exceed 2% of 
the sponsor’s payment to the nonprofit. If the total 
benefit exceeds 2% of the payment, the entire FMV 
of the benefits (not just the excess amount) is a 
substantial return benefit. 

“Use” or “acknowledgment”?

The regulations specify for purposes of the exception 
that a not-for-profit’s “use or acknowledgment” of a 
sponsor’s name, logo or product lines associated 
with the sponsored event won’t constitute a substan-
tial return benefit to the sponsor. Your organization’s 
use or acknowledgment (as opposed to promotion, 
marketing or endorsement) can include:

›  The display of the sponsor’s brand or trade names 
and product or service listings, as well as a listing 
of the sponsor’s locations, telephone numbers or 
website address,

›  Logos and slogans that contain no qualitative  
or comparative descriptions of the sponsor’s  
products, services, facilities or company such as 
“the best car insurance money can buy,” and 

›  Display or distribution of the product itself, free 
or for remuneration (at the sponsored event), if 
there’s no agreement to provide the sponsor’s 
product exclusively. 

Additionally, keep in mind that payments made in 
connection with a trade show or convention aren’t 
qualified sponsorship payments, nor are contingent 
payments. If a sponsor’s payment is dependent  
on event attendance, broadcast ratings or other 
measures of public exposure to the sponsored  
activity, the payment falls outside the exception.

Finding a corporate sponsor to bankroll all or part of your nonprofit’s special event isn’t easy. So, once you 
line up a sponsor, you’ll likely be in proverbial heaven. But, wait — don’t feel too blissful. Your organization 
must carefully abide by the requirements for a qualified sponsorship payment exception or it could, in the 
end, face unrelated business income tax (UBIT).

Corporate sponsorships

Do you know how to avoid UBIT?
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The tax man can cometh

The possibility that federal or state taxing authorities 
might come after people because of their volunteer 
activities doesn’t necessarily spring to mind as an 
obvious risk. But it can happen. You could inadver-
tently create taxable income for your volunteers  
if you provide them any benefits, services or com-
pensation beyond reimbursements for actual  
out-of-pocket expenses incurred while performing 
volunteer services. Reimbursements that exceed 
actual expenses are taxable.

Substantial return benefit

When a sponsorship comes with a substantial return 
benefit, only the part of the sponsor’s payment that 
exceeds the substantial 
return benefit is considered 
a qualified sponsorship 
payment. The remainder 
is UBI. 

Consider, for instance, a 
not-for-profit that receives 
$50,000 from a sponsor to 
help fund an event. The 
organization recognizes 
the support by using the 
sponsor’s name and logo in promotional materials. It 
also hosts a dinner for the sponsor’s executives, and 
the FMV of the dinner is $1,500, exceeding 2% of the 
sponsor’s payment. 

The use of the sponsor’s name and logo constitutes 
permissible acknowledgment of the sponsorship, but 
the dinner is a substantial return benefit. As a result, 

only that portion of the 
sponsorship payment that 
exceeds the dinner’s FMV, 
or $48,500, is an exempt 
qualified sponsorship 
payment.

Follow the rules

Properly executed, spon-
sorships can benefit both 
sponsor and organization. 
But if your nonprofit doesn’t 

follow the rules for the IRS exception carefully, a 
sponsorship can be deemed paid advertising and 
your organization could end up liable for UBIT. n

For many nonprofits, their volunteers rank among their most valuable assets. These individuals contribute 
critical services, freeing up employees to work on other vital matters. What’s one way to protect them 
and keep them on board? Take the steps necessary to minimize their risk of tax or legal liabilities that 
could be associated with their volunteer work.

Protect your volunteers from liabilities

Generally, “qualified 
sponsorship payments” 
received by a nonprofit 
are exceptions to  
what’s considered UBI.
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If your volunteers sometimes need to cover costs with 
their own money (for example, picking up supplies 
for an event), inform them beforehand — in writing 
and verbally — that they must provide records and 
receipts of their spending on the organization’s 
behalf. This may seem burdensome to people just 
trying to do some good, so explain that it’s for their 
own protection. 

They can land in court

Volunteers face a real risk of being sued for their 
actions (or inactions) while performing services  
for your organization. The risk is particularly  
significant with nonprofits that provide medical  
services or work with vulnerable populations.  
But even such simple tasks as driving can result  
in litigation.

The federal Volunteer Protection Act of 1997 offers 
some degree of defense for volunteers acting  
within the scope of their responsibilities. Many states 
similarly have passed laws to shield volunteers.  
But the limitations on liability can vary significantly 
from state to state, with different limits, conditions 
and exceptions. For example, Alabama provides 
broad coverage in the absence of “willful or  
wanton conduct.” In Michigan, on the other hand, 
volunteers are protected from lawsuits only if the 
nonprofit expressly assumes liability for claims in its 
articles of incorporation.

The volunteer protection laws, however, don’t preempt 
the need for appropriate insurance coverage. In fact, 
some of the laws explicitly require a nonprofit to carry 
insurance to limit volunteer liability. 

To minimize risk, carry comprehensive general liability 
insurance that specifically covers volunteers, as well as 
directors and officers liability insurance. If volunteers will 
operate vehicles for your organization, check whether 
your auto insurance will cover them. Add them as 
additional insureds if necessary. Larger organizations 
might consider amending their bylaws to include a 
broad indemnification clause for volunteers when the 
claims against them exceed insurance limits.

Think, too, about how you can nip the risk of litigation in 
the bud by implementing processes and procedures to 
control the risks of harm or injury caused by volunteers. 
For instance, you should devote time upfront to screen 
and train volunteers appropriately, and restrict certain 
client-facing activities to employees. 

Help them help you

Volunteer retention often is just as important as 
employee retention. But volunteers who feel the risks 
associated with helping your organization outweigh 
the benefits probably will direct their altruistic instincts 
elsewhere. Consult with your legal and insurance 
advisors to make sure you’re doing all you should to 
reduce those risks. n



Nonprofits largely lack succession plans

A new study 
raises a big red 
flag for nonprofits. 
Researchers found 
that, although 67% 
of nonprofit leaders 
surveyed plan to 
leave their positions 
within the next five 

years, 78% of organizations lack formal succession 
plans. According to the researchers, few of the 1,141 
respondents appeared to have given the matter 
serious consideration or determined the skills and 
attributes desirable in new leaders.

The researchers note, too, that, while the board of 
directors should be charged with undertaking suc-
cession planning, it frequently falls to the executive 
director. The study, The Wake-Up Call, was funded  
by several for-profit vendors serving nonprofits. n

Start-up matches nonprofits  
with motivated freelancers

A newly launched 
start-up matches 
nonprofits of all  
sizes with skilled, 
affordable free- 
lancers. Wethos 
pairs nonprofits  
with freelancers 
who feel strongly 

about the organizations’ causes, including website 
professionals, graphic designers, writers and social 
media managers. The nonprofits set the rates they 
are willing to pay (with a $15 per hour minimum), 
and freelancers are matched accordingly.

The service is free for nonprofits; freelancers who 
land work pay a 15% fee. The firm currently boasts 
about 1,500 freelancers and 300 nonprofits on its 
platform. Other companies — such as Upwork, 
Elance and Freelancer — also match nonprofits  
to freelancers. n

Study considers gender roles  
in #GivingTuesday donations

Since it began in 2012, 
#GivingTuesday has 
become a critical 
component in many 
organizations’ fund-
raising efforts. The 
Women’s Philanthropy 
Institute of Indiana  
University has released 

a study that can help organizations make the most  
of the day. Gender Differences in #GivingTuesday 
Participation reports that, while women and men  
give about the same amounts, women make up  
61% of #GivingTuesday donors. Why? It’s because 
they’re asked to give more often, are more active on 
social media (where many fundraising campaigns 
proliferate) and volunteer at a greater rate. The 
researchers advise organizations to optimize  
#GivingTuesday by engaging on social media,  
making it easy to give via smartphone and using 
volunteers to amplify the campaign. n

Potential for political influence  
motivates corporate giving

New research  
indicates that  
corporate giving  
isn’t driven solely by 
pure intentions — 
rather, firms deploy 
their charitable 
foundations as a 
form of tax-exempt 

influence seeking. The National Bureau of Economic 
Research found that grants from foundations associ-
ated with Fortune 500 and S&P 500 corporations to 
charitable organizations located in a congressional 
district increase when the representative is assigned 
to committees that are relevant to the corporations. 
When a member of Congress leaves office, charitable 
giving to his or her district experiences a short-term 
decline. The researchers estimate that 7.1% of total U.S. 
corporate charitable giving is politically motivated. n
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Data security is a necessity in today’s global 
marketplace because almost all companies, 
from the smallest to the largest, are collecting 
data and transmitting it around the world. If your 
business handles data that is transmitted in a 
credit card transaction, becoming PCI compliant 
is a surefire way for you to safeguard your donors’ 
and customers’ personal information.

What is PCI Compliance?
PCI compliance is formally known as Payment Card Industry 
(PCI) Data Security Standard compliance. The PCI standards 
dictate how companies should safely accept, store, process, 
and transmit credit card information. 

Is PCI Compliance Mandatory?
PCI compliance is not federally mandated, and only some 
states have a compliance requirement. The bodies that do  
require businesses to follow these standards are the credit 
card companies themselves. The standards can be used  
as a guideline to help you improve your own credit card  
security standards. 

PCI Data Security Standards 
The PCI guidelines encourage you to meet certain security 
“best practices.” These best practices are listed as six major 
goals and then divided into 12 actionable steps to help you 
reach those goals.

What Do I Need to Do To Become Compliant?
After you have met the six major goals as mentioned above, 
the next thing you should do is determine what compliance 
level your credit card company will require of you. The levels 
are different for each credit card company, but generally 
they divide merchants into levels based on their transaction 
volumes. 

The PCI Security Standards Council has developed  
self-assessment questionnaires that will ask you questions 
about your business practices in an attempt to discover  
where you are on the road to compliance. There are different 
questionnaires for different groups of merchants. 

In practice, the questionnaire is more of a helpful tool than a 
test. By answering its questions, you can learn just where your 
procedures are lacking. 

Questions?
Our LaPorte Risk Advisory Services (RAS) professionals would like 
to help you on your PCI compliance journey. Beyond personally 
consulting with our LaPorte personnel related to PCI compliance  
guidelines, we can put you in contact with qualified security 
assessors (QSAs), who can help your company complete the 
self-assessment questionnaire. Our RAS team works closely and 
often with these quality QSA professionals. For more information 
about this valuable security process, please contact our Risk 
Advisory Services team or contact Vincent J. Maggiore, CISA, 
directly at vmaggiore@laporte.com.

Is My Business PCI-Compliant?


