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General prohibition

The IRS is clear: Sec. 501(c)(3) organizations are 
prohibited from participating or intervening in any 
political campaign on behalf of, or opposed to, any 
candidate for public office. This includes:

›  Making or soliciting contributions to or for candi-
dates or political organizations,

›  Endorsing a candidate or rating candidates,

›  Distributing partisan campaign literature or written 
statements,

›  Speaking about a candidate, or

›  Using resources to influence an election.

On the other hand, nonpartisan activities to educate 
the public and help citizens participate in the electoral 
process are permitted.

Even educational activities can stray into prohib-
ited political intervention, though. For example, a 
statement that doesn’t explicitly endorse or oppose 
a candidate might violate IRS rules if it mentions a 
candidate or expresses approval or disapproval of  
a candidate’s positions or actions. Statements that 
are published during a campaign, refer to voting 
or the election, or raise a campaign issue also may 
violate the rules.

Whether a statement supports or opposes a candi-
date depends on the circumstances. For instance, a 

The mid-term elections are almost here, and jockeying for 2024 elections isn’t far behind. That 
makes this a good time to review the IRS rules regarding Section 501(c)(3) organizations and polit-
ical activities. Noncompliance can lead to costly excise taxes and jeopardize your organization’s 
tax-exempt status.

It’s time to vote
Watch out for IRS limits on nonprofit political activities
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statement with some of the above elements none-
theless could be permissible if it’s related to an event 
other than the election, such as a scheduled vote 
on proposed legislation.

Limits on voter education

Nonpartisan voter education — voting guides,  
registration and get-out-the-vote efforts, and candidate 
forums — generally is acceptable. The key is that these 
activities must be conducted in an unbiased manner. 

Charities should avoid referring to candidates or politi-
cal parties in written or verbal communications about 
educational activities. Communications should only 
urge people to register and vote or describe the hours 
and locations for registration and voting. Any services 
(for example, registration forms or rides to the polls) 
should be offered to all, regardless of party affiliation.

If your organization publishes voting records, tread 
carefully. You shouldn’t identify any incumbent as a 
candidate or compare an incumbent’s position with 
those of your organization or an opposing candidate. 
Releasing and distributing a compilation of voting 
records on select issues during an election could 
constitute prohibited political campaign intervention.

Candidate questionnaires present a similar risk. To 
mitigate risk, don’t word questions in a way that  
suggests preferred responses. Send questionnaires 
to all candidates and publish all responses with-
out substantive editing. Again, avoid comparing 
responses to your organization’s positions.

Candidate appearances 

If you invite a candidate to speak in his or her 
capacity as a candidate, you must give all qualified 
candidates an equal speaking opportunity. No politi-
cal fundraising should be allowed.

Candidates can appear in other roles, though, 
without imposing equal-opportunity obligations. A 
candidate might appear as a subject matter expert 
on a topic other than the election. Your charity must 
maintain a nonpartisan atmosphere and make no 
reference to the campaign or candidacy at the 
event or in announcements about it. Announce-
ments should clearly state the capacity in which the 
candidate is appearing.

One way to circumvent this web of caveats is to hold 
a candidate forum and give all candidates on the 
same stage an equal opportunity to answer ques-
tions. Questions should be prepared and presented 
by an independent, nonpartisan panel and cover a 
broad range of issues that are of interest to the pub-
lic. The moderator and the forum’s sponsors need to 
refrain from commenting on the questions, answers 
or candidates.

Take notice

While IRS enforcement of the political intervention 
prohibition for charities has been anything but 
intense in recent years, violations can result in costly 
reputational damage. After reviewing the possible 
consequences and discussing the issue with your 
tax advisor, your organization may decide the politi-
cal activity isn’t worth the risk. n

Some charities exist primarily to advocate 
on certain issues, and many others at least 
dabble in such advocacy to advance their 
missions. These nonprofits may continue their 
advocacy during election season — as long 
as it doesn’t cross the line into campaign  
intervention.

You might cross that line if your message invites 
recipients to compare a candidate’s position 
on an issue with the organization’s views. Mes-
sages could violate the rules without directly 
encouraging a vote for or against a candidate. 
The message doesn’t even have to use the 
candidate’s name; it could suggest a particular 
candidate with party labels or words such as 
“conservative” or “liberal.”

To stay on the safe side when advocating for 
your issues during political campaigns, don’t 
mention voting or the election. And don’t state 
whether candidates agree with your organi-
zation’s position. The IRS has indicated that a 
history of substantially similar advocacy during 
nonelection periods may also help to avoid 
the appearance of election intervention.

What about issue advocacy?



‹ 4 ›

Acknowledge donated items

If you hold an auction to sell merchandise or services 
that have been donated to your charity, you should 
provide written acknowledgments to the donors of 
auctioned items valued at $250 or more. The acknowl-
edgment must state the name of your organization 
and a description — but not the value — of the 
donated item. It also must include: 

›  A statement and good faith estimate of the value 
of any goods or services that your organization 
provided in return for the contribution, or

›  A statement that no goods or services were provided 
by your organization in return for the contribution.

It’s the donor’s responsibility to substantiate the value 
of a donated auction item. 

Certain rules for certain gifts

Donors of services (for example, 
legal, beauty or personal chef 
services) may be surprised to 
learn that their donations of 
services aren’t tax-deductible as 
contributions. Alert them to this in 
advance. The same goes for the 
donation of the use of a vaca-
tion home or use of other goods, 
equipment and facilities. 

Consider notifying donors of prop-
erty, such as artwork or fine jewelry, 
that tax laws generally limit their 
deductions to their tax basis in the 
property (typically what they paid 

for it). They can’t deduct the current fair market value 
(FMV) of the donated property if it’s higher.

Additionally, if you receive an item for auction with 
a claimed donation value of more than $5,000, and 
sell or otherwise dispose of the property within three 
years, you must file Form 8282, “Donee Information 
Return.” You also must provide a copy of the form to 
the item’s donor. Form 8282 must be filed within 125 
days of the date of sale. Failure to file the form could 
result in penalties.

For motor vehicle donations, you must provide Form 
1098-C to the donor within 30 days of sale to report 
the actual amount received when the vehicle is sold. 
The donor’s charitable deduction is limited to the 
amount sold.  

Auctions can be an effective way to raise funds for your nonprofit organization. But preparing for an 
auction involves more than fun and games. Here are some suggestions that can help ensure you 
don’t run afoul of tax requirements.

Tax compliance

Understanding tax issues with auctions



Upsides of limits

Term limits recognize that board members can lose 
enthusiasm over time or become less committed. 
Some long-time board members may be ineffec-
tive, disruptive or absentee. Negativity of any kind is 
often contagious and can taint the rest of the board 
and your overall organization. At the other end of 
the spectrum are those board members who do so 
much they’re at risk of burnout. Term limits give all of 
these members a way to make a graceful exit.

Other reasons to consider term limits include:

Enhance board diversity. Term limits allow organiza-
tions to add new skills and perspectives necessary to 
keep their boards up to date and functioning effec-
tively. Similarly, they make it easier to ensure a board 
represents its community’s gender, racial, economic, 
religious and other diverse groups.

Reduce power concentration. In boards that don’t 
regularly turn over, power can become concentrated  

While term limits for nonprofit boards of directors aren’t legally mandated, many organizations  
consider term limits to be a best practice. Term limits aren’t right for every organization, though,  
and you should consider the pros, cons and practical steps involved before you adopt them.

Are term limits right for your board?
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Provide FMV estimate

A contribution made by a donor who receives sub-
stantial goods and services in exchange (such as 
the item won in the auction) is known as a quid pro 
quo contribution. Under IRS rules, you must provide a 
written disclosure statement of the FMV of the goods 
or services received to a donor who makes a pay-
ment of more than $75 that’s partly a contribution 
and partly for those items. These disclosures are often 
required for charitable auction bids exceeding $75.

So, it’s a wise practice to provide bidders with a good 
faith estimate of the FMV of each available item in 
the auction catalog or in the descriptions posted at 
the time of bidding. Include language notifying bid-
ders that only the amount paid in excess of the FMV 
may be deductible as a charitable donation. This will 
satisfy the written disclosure requirements.

Failure to provide the written disclosures can result 
in penalties of $10 per contribution, not to exceed 
$5,000 per auction. You can avoid the penalty if you 
can show your failure was due to “reasonable cause.”

Collect sales tax on sold items

Remember that your organization’s exemption from 
paying sales tax when purchasing items isn’t an 
exemption from collecting sales tax when selling 
items. Charitable auctions are basically sales, and 
most states require nonprofits to collect sales tax on 
items sold. 

If your organization doesn’t normally engage in  
merchandise sales, you may need to register with 
your state to collect sales tax. Some states allow 
exemptions for “occasional sales,” though. Research 
the state and local sales tax implications before  
you hold your event to ensure compliance. Your  
CPA can help. 

Keys to success

Failure to comply with tax laws can undo all your 
organization’s hard work. Applying the best practices 
presented in this article will help your organization 
fulfill its tax obligations and help your auction winners 
to fulfill theirs. n
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in the hands of a small, entrenched group. These 
cliques might intimidate new members, as well as 
staff, and block necessary change. Term limits can 
preempt such issues and provide regular opportuni-
ties to improve group dynamics.

Expand your circle of stakeholders. Term limits also 
allow nonprofits to expand their circles of invested 
stakeholders. An organization can become more 
ingrained in the community, rather than relying on just 
one passionate group of volunteers.

Prevent fraud. Finally, term limits can help prevent 
insider fraud. It’s easier for long-term board members 
who know an organization’s ins and outs to override 
internal controls and hide fraudulent schemes.

Potential downsides

Of course, term limits could have disadvantages — 
namely, the potential loss of institutional knowledge, 
expertise and donations from both board members 
and their networks. You could lose significant volun-
teer hours, as well. But your organization may find 
other board members to step up to fill the gaps.

Regular turnover does require a greater investment of 
time and resources, though. You’ll need to regularly 
identify, recruit and train new members, and work to 
build the cohesiveness required for collaboration.

Implementing limits

If you decide to establish term limits, you’ll need to 
amend your bylaws. First, though, you should deter-
mine the appropriate term lengths and limits.

You might, for example, allow two consecutive three-
year terms or a total of six years with a minimum 
one-year hiatus between terms. It’s best not to adopt 
terms that are too long because it could discour-
age potential members from applying. On the other 
hand, terms that are too short don’t give members 
sufficient time to make meaningful contributions. 
Short terms also mean holding frequent elections. To 
avoid a mass exodus, stagger member’s terms. For 
example, you might structure it so that only one-third 
of the board departs at a time. 

Your CPA and/or other professional consultants can 
provide assistance when an organization is weigh-
ing change on this scale. It’s sometimes easier for 
outside experts to raise the issue of term limits — in 
the context of good governance or best practices — 
than for current board members or staff to do so.

Keep good ones “on board”

If you adopt term limits, ensure you tap the talent 
and knowledge of departing board members by 
conducting exit interviews and requesting feedback. 
Finally, consider conferring emeritus status or estab-
lishing advisory boards to keep departing board 
members invested. n

Term limits allow organi-
zations to add new  
skills and perspectives 
necessary to keep their 
boards up to date and 
functioning effectively.
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NEWSBYTES
Volunteer time increases to $29.95 per hour

The estimated national value of a volunteer hour 
has reached $29.95, according to calculations 
performed by the University of Maryland’s Do Good 
Institute on behalf of Independent Sector. The Do 
Good Institute, which is part of the university’s School 
of Public Policy, based the figure on data from the 
U.S. Bureau of Labor Statistics (BLS). 

The estimate represents a 4.9% increase over 2020. 
The state-level value ranges from $14.11 per hour  
for Puerto Rico to $50.48 per hour for the District  
of Columbia.

The researchers noted that the pandemic reduced 
the number of volunteer hours in 2021. They cited 
a study from Fidelity Charitable that found 66% of 
volunteers have cut their hours or stopped volunteer-
ing entirely due to COVID. But the value is based on 
hourly earnings, which BLS data indicates increased 
from 2020 (possibly due to inflation) — leading to a 
higher value for volunteer time. n

Which auction items attract the most bids?

Fundraising technology company GiveSmart has 
crunched the numbers from more than 880,000 
silent auctions in 2019 and 2020 to identify which 
items receive the most bids. Their Ultimate Silent 
Auction Study looks at 16 different auction items and 
breaks down item performance by time of year and 
geographic region. 

Golf outings are the most popular items in the first 
quarter of the year, with a 230% return on the starting 

bid. They don’t 
rank in the top 
performing items 
in the other 
quarters, though. 
Autographed 
items land in the 
top performers 
in every quarter, 
topping out in 
the third quarter with a 551% return on the starting 
bid. Researchers also found that most items fail to go 
for fair market value (FMV). In 2019, for example, all 
auction items went for 87.45% of their FMV. n

“Best nonprofits” score high on fun and diversity

In a tight labor market, employee retention is critical — 
and organizations can learn some important lessons 
about what keeps workers happy from the most recent 
The NonProfit Times’ Best Nonprofits To Work For list. One 
of the conclusions from the survey? Fun matters. 

According to the publication, employees at 88% 
of the best medium-sized nonprofits (those with 
between 50 and 249 employees) agree with the 
statement: “At this organization, employees have fun 
at work.” Examples include game-based celebrations, 
book clubs and spirit weeks.

Happy employees also work at organizations that 
prize diversity and inclusion. Ninety-two percent of 
employees at all of the organizations that made  
the list believe their employers nurture a culture of 
diversity and inclusion. n



Nonprofit employees with outstanding student loans may be in luck. Many of the 
onerous requirements of the Public Service Loan Forgiveness (PSLF) program 
are currently waived, making it easier for borrowers to obtain loan forgiveness. 
But, the waiver is temporary; borrowers must act before October 31, 2022.

PSLF Basics
The Public Service Loan Forgiveness (PSLF) program, enacted in 2007 under  
President Bush, endeavored  to make college more affordable for those who 
became nonprofit employees. To qualify, borrowers must work full time for a 
qualifying employer for at least 10 years and make 120 qualifying loan payments 
under an income-driven repayment plan. 501(c)(3) nonprofit organizations, the  
US military, and any US federal, state, local or tribal government organizations are 
qualifying employers. Also included are organizations that provide public services 
such as emergency management, safety, services for the disabled, and education.

Detailed information about qualifying employers can be found on the Federal 
Student Aid website.

The Problem with PSLF
Ten years after the enactment of the PSLF — when nonprofit workers first started 
applying for forgiveness — it became clear that the program had flaws. Nearly all 
applications were denied the first year. Some of the reasons for denial were:

The wrong type of repayment plan.
Only income-driven repayment plans were eligible for the PSLF program.

The wrong type of loan.
Only William D. Ford Direct Loans were eligible for the program. 

Incomplete payment records.
Payment records often got lost, especially when loans were sold. 

Consolidation of loans.
Borrowers who consolidated their loans could not count the payments 
they had made prior to consolidation.

Inconsistent payment schedule.
Late payments and partial payments wouldn’t be considered qualifying 
payments.

By the end of 2018, only 1% of applications had been approved  
for forgiveness.

PSLF Limited Waiver
In 2021, in response to the coronavirus pandemic, the Biden Administration 
extended a limited PSLF waiver to lenders relaxing the PSLF rules. The  
waiver allows payments made on non-Direct Loans (like Federal Family  
Education Loans and Perkins Loans) to qualify for the program,  allows  
any payments to count toward the 120-payment goal and allows borrowers  
in non-income-driven payment plans to qualify.

Borrowers must still work for a qualifying employer, and need to make  
120 payments while working for a qualifying employer, but almost every  
other requirement was relaxed. 

So… what’s the catch?

The PSLF limited waiver expires on October 31, 2022. 

What Should Borrowers Do Now?
Borrowers should submit their paperwork to the Department of Education  
as soon as possible and use the PSLF Help Tool to get the payments (and 
their work history) pre-certified — even if all program requirements have not 
yet been met. 

If you or any of your employees have questions about the limited PSLF  
waiver, contact a member of LaPorte’s Nonprofit Industry Group.

Much Needed help for Nonprofit Workers With College Loans

111 Veterans Memorial Blvd, Suite 600 | Metairie, LA 70005-3057
504.835.5522 | FAX 504.835.5535


