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Bringing a Unique Understanding of Key Issues Facing not-for-Profit Organizations

The Tax Cut and Jobs Act

How will it Impact Non-Profit Organizations?

From the Editor - Ken Cerini, CPA, CFP, DABFA

W

elcome to the Winter/Spring issue of the NFP Advisor, our newsletter dedicated to the nonprofit sector.
The nonprofit sector is one of the most important sectors, yet too often nonprofits do not have the
funding and resources necessary to maximize their potential. Some of the most significant issues
impacting the sector are:
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►The need to effectively measure and report impact;
►The expected decreases in government funding, with the possibility that funding can decline further if the
State doesn’t receive the federal funding it has budgeted for;

►The increased demand for discretionary dollars, especially by way of fundraising, in a time period where

W

tax law changes are decreasing the benefit of charitable giving;

►The need to incorporate handheld devices into organizational development plan;
►The continued push towards collaboration/merger within the sector; and
►The continued increase in government regulations and audits
Those nonprofit leaders that are able to view and run their agency as a business, with a focus on strengthening
their organization’s overall financial position through building cash reserves and can effectively articulate the
impact that their agency is having on both the people they serve and the community in general, will be posed
to flourish in the new nonprofit sector. Nonprofits should continue to market the strong work they are doing
through videos, info grams, their website, and even through their form 990.

Our mission is to serve as a
cultural center for Long Island
by showcasing a broad variety
of performing arts for a wideranging audience at affordable
prices.

We want to help you to be a leader in the sector. In this issue of the NFP Advisor, you will find articles on:

►The Tax Cuts and Jobs Act

► Social impact

►Allocation methodologies

► New strategies in using the Facebook newsfeed

www.patchoguetheatre.org
(631) 207-1313

In addition, the Imagine Awards will be held at the Crest Hollow Country Club on May 1, 2018. This event
brings together over 100 nonprofit organizations in a collaborative environment to network, learn, and honor
the top Long Island nonprofit organizations.
Lastly, on June 28, 2018, we will hold our annual nonprofit half-day seminar at Carlyle at the Palace. We hope
to see you at these events, or we hope to hear from you if you need any help or insight.
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ith the recent passing of the Tax Cuts and Jobs Act
(TCJA) by Congress, many non-profit organizations
are all wondering the same thing - how will they be
affected? Though the final tax bill is still subject to slight
implementation changes as the Internal Revenue Services
(IRS) moves to update its platforms to mirror the new laws,
it is imperative to understand how to appropriately prepare for
the impact it will have on non-profits in the future. One of the
key changes impacting non-profits is the standard deduction
provision. For 2017, the standard deduction was $6,350 for
singles and $12,700 for married individuals filing jointly. The
2018 standard deduction nearly doubles to $12,000 for singles
and $24,000 for married couples. Ultimately, a taxpayer would
opt for an itemized return when his/her personal deductions
(i.e. charitable contributions, mortgage interest, property tax,
medical expenses) exceed the standard deduction amount. As
a result of nearly doubling the standard deduction and either
repealing or scaling back most itemized deductions, the number
of taxpayers who elect to itemize may substantially shrink.
This directly impacts non-profits as taxpayers who change to
use the standard deduction may lose the tax benefits of making
charitable contributions. This is especially true in New York
State, where the $10,000 limitation on State and Local Tax
(SALT) deductions will be felt hardest. Many charities fear
that this may alter the manner in which they currently pursue
donations from the public, forcing them to focus more efforts
on wealthier taxpayers who will continue to itemize their
deductions.
Steve Taylor, Vice President for Public Policy at United Way
Worldwide, worries the tax bill will force his organization
to change who it targets for fundraising. Currently, United
Way’s average annual gift is $379, which mainly comes from
individuals having $5-$10 dollars a week deducted from their
paychecks. Though the company also receives larger donations
from fewer wealthy individuals, Taylor describes the middleclass donors as the charity’s “bread and butter.” Although
the bill also increased the limit for charitable contributions
from 50% to 60% of a donor’s income to incentivize giving,
the increased standard deduction and/or elimination of other
itemized deductions virtually negates this benefit. Overall,
the Tax Policy Center estimates these new provisions will
significantly reduce charitable donations “between $12-20
billion or 4 and 6.5 percent per year” going forward into 2018.
A second key provision impacting non-profit organizations is
Code Section 4960, “Tax on Excess Tax-Exempt Organizations’

Executive Compensation.” The new provision results in a taxexempt employer being liable for an excise tax of 21% for
compensation in excess of $1 million dollars for the top five
highest paid employees and on certain “parachute payments”
(certain large severance payments). Unlike Code Section
162(m), which limits the definition of a covered employee to
corporate officers, the 4960 Tax will apply to any employee
and not solely officers. The intention of this tax rule change
is to align tax-exempt organizations more closely with forprofit entities, which are not allowed to deduct salaries over $1
million. As a result, tax-exempt organizations will no longer
have a strong tax advantage to attract highly-compensated
employees that otherwise may be hired for a publicly-traded
company. Compensation paid under a pre-existing contractual
agreement will not be exempt from this legislative change.
Other relevant provisions stemming from the TCJA include
the estate tax exemption and unrelated business income tax.
For 2018 the estate tax exemption doubles, as estates will
be exempt up to $11 million per person and $22 million per
married couple (expiring after 2025), which may lessen the
amount of charitable bequests given by wealthy individuals.
The estate tax is an important source of revenue for nonprofits and by doubling the exemption it is estimated charitable
giving will lower by $4 billion per year. Lastly, the Unrelated
Business Income Tax (UBIT) provision will require UBIT
to be calculated on each individual trade or business and not
aggregated. Essentially, this means the TCJA will no longer
allow tax-exempt non-profits that operate multiple unrelated
businesses and generating Unrelated Business Income (UBI)
to deduct the losses from one business to offset the profits from
another. This will most likely result in more nonprofits having
to pay UBIT.
Duke Haddad, Executive Director of Development for The
Salvation Army, feels top strategies to increase fundraising for
2018 include “to encourage nonprofit practitioners to promote
mobile fundraising, collaborate with others in a variety of
ways, use technology to tell stories of impact with your donors,
and use organizational social media networks to cultivate
relationships and promote brand awareness.” Although the
TCJA may not appear very helpful for non-profit organizations,
it does not mean 2018 cannot be a growth year for fundraising.
Non-profit leaders that desire to successfully lead their
organizations into 2018 must understand the importance of
recognizing change and how to adapt.

Shona St. Angelo & Kaitlin Asam, MBA
Supervisor

Staff Accountant

Key Components of SROI

► Track Program Spending. How much does it cost to run program X?
► Identify Associated Metrics. How many people are served during each cycle/month/etc.? Pinpoint the most compelling metrics

that your organization can reliably track, preferably with the least manual effort (to reduce the likely margin of error). The goal
is to move from anecdotal measurements, to real metrics that are tangible and measurable.

► Research. Tap into existing research that quantifies various aspects of your issue area. For example, a) the average cost of an

animal in the shelter system, b) the average cost of health care for an uninsured person, c) the cost benefit analysis of a person
no longer being homeless, or d) the benefit of a particular educational program for a child.
Communicating Your SROI (Just as Important!)

Strategic messaging and communication of your SROI is also critical. After all, what’s the point if no one can understand your
impact?

Social Impact...
The nonprofit currency of the future

Once the numbers are crunched and research is examined, carefully consider how to communicate your impact. More and more,
infographics or concise, visually appealing statements (see below for an example from www.robinhood.org) that convey your
impact are most effective.

Is Your Organization “Effective?” How do you know? Do you measure the impact you have as an organization; both from an
impact on the people you serve as well as the community at large? How is impact measured? Has your organization identified
the appropriate metrics (which are most likely different for each program you run)? Why is it even important to measure impact,
so we can figure out impact, what do we do with this information?

I

f you are like most nonprofits, these questions can be overwhelming and cause anxiety. But ask any executive director who
has struggled with a Charity Navigator application or sat in front of Atlantic Philanthropies, the Robin Hood Foundation,
or fought for local funding - beyond the ever-important anecdotal information of your mission impact, potential funders
need to see that you are able to quantify your impact in a number of different ways.
Let’s first look closely at Social Return on Investment (SROI). SROI shows the double bottom line – your organization’s traditional
ROI along with the social impact of your work. Understand, when we discuss impact, that’s not the number of units or services
your organization provides (which is known as outputs), it’s much more; it’s how you altered lives and changed communities in a
positive way that creates real life and financial results.
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Think: What would happen if your programs/efforts did not exist?
For example, one issue that I worked on frequently while at AARP was older adult hunger and poverty. We worked in partnership
with organizations like Hunger Solutions New York, the Health & Welfare Council of Long Island, Long Island Cares and many
more.

If we do nothing, (#)
putting their health at risk.

older New Yorkers will fall into poverty and be unable to afford food, thus

If we spend $
to fund
lifted out of poverty and generate $

program, these (#)
older New Yorkers will be
amount of economic activity in their communities.

In addition, the story of your organization’s impact must also be compelling. And don’t sell yourself short – even if you don’t
provide direct service or have a ‘tug at the heart strings’ mission – there is always an opportunity to craft something creative,
factual and effective that complements your SROI.
Key Trends in the Nonprofit Sector Affecting Impact Measurement
It is also important for your organization to be aware of the trends in the nonprofit sector currently increasing the demand for
impact measurement.
1. Overall Accountability. More and more, funders are holding even smaller and medium nonprofits accountable for quantifying
their impact. Out of 5000 organizations, 4500 told GuideStar that they would “would support high-impact nonprofits if they
could readily find information on organizations’ effectiveness.”
2. Fiscal Responsibility. A good grasp of your organization’s financial health is more often expected, rather than simply appreciated.
3. Heightened Competition. On Long Island alone there are over 3,500 nonprofits! And that often means intense competition for
the same dollars, grants and donors’ attention. Add to that, LI’s proximity to NY City and the shrinking world we live in, as
dollars are provided nationally and internationally, and you can understand how important it is to make a compelling story of
impact and leverage to draw attention, and money, to your organization. Unfortunately, organizations that rely upon government
funding are often without a contingency plan should those dollars be reduced or compromised.
In short, to overlook or discount the importance of effectively measuring your social impact, is to put your organization’s very
existence in jeopardy. So if you haven’t had a chance to address this yet at your nonprofit, the time is now! Add this to the agenda
of your next strategic planning session.

Christine Deska

President
Nonprofit Sector Strategies
(718) 415-9304 | cdeska@nonprofitsectorstrategies.com

Allocation

Methodologies

D

id you know that there are new FASB standards that are
now in effect for nonprofits?

The new guidelines went into place beginning December 15, 2017
for the calendar year 2018 and Fiscal Year beginning July 1st,
2018. For the first time since 1993 the reporting standards have
been updated. It is an effort to make the financial statements more
transparent and straightforward. Its goal is to give stakeholders a
clearer picture of the overall entity’s financial statements.
The first major change will involve the classification of net assets,
currently there will be only two classes instead of the previous 3
classes. The new classification will be as follows: Without donor
restriction, which is the old unrestricted net asset class and with
donor restriction which is the old permanently restricted and
temporarily restricted net asset classes. Not-For-Profits must
present total net assets with donor restriction, total net assets
without donor restriction, and total net assets in the statement of
financial position. The main idea is to keep track of donor imposed
restrictions along with presenting more pertinent information on
the financial statements in regard to the amounts and types of donor
restrictions. It will have a cleaner look on the financials with only
two columns necessary. The restrictions on net assets, however,
will still need to be outlined within the footnotes.
The second big change is to the presentation of liquidity within
the statement of financial position. Nonprofits will now need to
present a classified statement of financial position (splitting short
term and long term assets and liabilities). In addition, there
will now be a reconciliation in the footnotes that shows what
resources are available for use in the following year. In addition,
there will be a need for additional disclosures about the particular
management strategies in relation to having cash available to meet
regular annual expenses. This will help prospective readers of the
financials achieve a greater awareness of the financial position of
the Not-For-Profit.

The last major
change will be the
presentation of expenses.
All not-for-profit organizations
will now be required to present a
statement of functional expenses, not just
health and welfare organizations. There will also
be an explanation needed as to the methodologies used
to allocate expenses. Not-For-Profits will have a choice to
disclose this in the footnotes or in the actual financial statements
themselves.
In addition to directly charging expenses, organizations
should establish formal allocation methodologies to track their
expenditures. GAAP requires all costs be reasonable, allowable,
allocable, and the methodologies should be consistently applied.
The allocation methods used one year should be used the next,
unless a noteworthy event has occurred that will warrant such a
change.
Not-for-Profits must develop a methodology for allocation of indirect
costs (ex. rent, utilities, telephone, repairs and maintenance) and
then execute strategy to put the methodology into place.
For instance, an acceptable allocation methods for expenses such
as utilities, rent, household supplies, and other occupancy related
costs, would be square footage.
All non-profits must have documentation of their cost allocation
methods for both people inside the organization, auditors, and
prospective readers of the financial statements and review the
allocations quarterly. Remain consistent in their cost allocation
methods from year to year, and program to program.
Remember the most important points about Cost Allocations:

► Directly apply costs where possible.
► Always have documentation for allocation of hours, square
footage and indirect costs.

► Consider time studies for payroll related costs.
► Review your methodologies quarterly to make sure they are still
reasonable.

► Consistently apply methodologies where appropriate.
► Make sure allocation methodologies are simple, reasonable, and
supportable.

Brian Warfield

Staff Accountant

How the Facebook Newsfeed will

Affect the Nonprofit Industry
acebook CEO Mark Zuckerberg recently announced
a major change to the company’s news feed that will
histrionically impact how individuals interact on
the social network. Facebook’s news feed will contain fewer
news articles, marketing content, and ads in order to fulfill
the company’s 2018 ‘ focus areas.’ Zuckerberg felt public
content from businesses, brands, and media had removed the
user’s ability to experience personal moments and effectively
connect with others. In an attempt to spur more meaningful
interactions, users will now be exposed to more videos
and photo posts from their friends, family, and the local
community. After the long struggle Facebook had endured
in trying to satisfy both users and marketers, it is shocking
that the company, which has become one of the world’s top
distributers for both news and online ads, ultimately sided with
the users. Facebook’s rational was based upon user feedback
stating the decreased user engagement over the past 24 months
was primarily due to the increasing and overcrowding ad
volume that was drowning ‘organic’ posts from taking place.
Though this will impact businesses in general, this change
will particularly influence nonprofits that often lack the capital
to hire a devoted social media professional. The previous
algorithm allowed 45% of Facebook users to be exposed
to a nonprofit’s post even if they were not followers of the
organization. The current 1.5 million nonprofits utilizing
Facebook rely on the social media platform to amplify
awareness and promote the organization’s mission and
services provided. Nonprofit organizations are already at risk
in losing donations from donors, due to the recent passing of
the Tax Cut and Jobs Act (TCJA) by congress, and many fear
this updated news feed could potentially reduce their revenue
stream even further. Hannah Orenstein, Digital Manager at
the Malala Fund, worries how the changed newsfeed will
directly impact her nonprofit’s ability to achieve its mission,
as their largest social media following is on Facebook. The
Malala Fund is a nonprofit entity that Facebook flaunts as
being one of the success stories stemming from its nonprofit
recruitment efforts.

Though there seems to always be resistant to change at first,
it is imperative to be aware of the budding opportunities for
those who seek to adapt and strive. Nonprofits have meaningful
interactions with individuals every day and those that can find
a way to have these type of interactions translate to Facebook
will find success with the updated feed. Organizations can
adjust their social media strategy to not post unreceptive
posts, but rather share individual success stories and focus on
engaging users through comments and groups. Though some
organizations have previously been able to succeed by merely
blasting out posts, nonprofits will now have to more carefully
articulate their postings and evaluate their feedback as to
which obtain the most hits, likes, and shares.
A few key methods to improve your organizations “Facebook
Strategy” for 2018 include: stop posting passive content, inspire
meaningful conversations and start a blog, invest in Facebook
ads, and broadcast with Facebook Live. Posting links to articles
and videos do not result in users commenting or sharing,
instead, one should focus on expressive and meaningful posts.
The post can propose a question to the users seeking their
advice and recommendations that will organically produce
a more meaningful conversation and generate more traffic
to the organizations page. For those organizations without
a Facebook ad budget, it is vital to reconsider, as nearly all
successful nonprofits on Facebook utilize ads to surge page
posts, develop their email list, and fundraise. Live video has
become the leading choice of content used on Facebook,
receiving more than six times the views when compared to
videos and pictures combined. Once users join the broadcast
and begin commenting, their friends are notified of the live
broadcast. Overall, the news feed transformation necessitates
nonprofit organizations to craft an improved digital media
strategy by wholly understanding their Facebook audience and
spur natural conversations in order to successfully continue
having their mission reach prospective donors.

Kaitlin Asam, MBA

Staff Accountant

Cerini & Associates, LLP
3340 Veterans Memorial Hwy.
Bohemia, N.Y. 11716
www.cerinicpa.com

Join us on May 1st at the Crest Hollow Country Club to honor and network
with some of the most innovative nonprofit organizations on Long Island!

• Community Development Corporation
of Long Island
• LGBT Network
• The Corporate Source
• The INN (Interfaith Nutrition Network)

• Sister Patricia Griffith - Mercy Haven, Inc.
• Mary C. Hodge - Cerebral Palsy Association
of Nassau County
• David Kilmnick - LGBT Network
• Sandy Oliva & Cynthia Scott - Safe Center LI

•
•
•
•

Bay Street Theater
Cinema Arts Centre
Landmark on Main Street, Inc.
Long Island Museum
Tickets $125 | Nonprofit Rate $100

For more information on
Tickets and Sponsorships:

www.imagineawardsli.com
•
•
•
•

Community Housing Innovations, Inc.
East End Disability Associates, Inc.
Long Island Alzheimer’s Foundation
Patient AirLift Services (PALS)

•
•
•
•

Girls Inc. of Long Island
John Theissen Children’s Foundation
Long Island Coalition for the Homeless
The Book Fairies

Or Contact:
Hillary Needle
Event Planner
(516) 993-4056
Hillary@HillaryNeedleEvents.com

New Emcee Announced!
Anchor: Doug Geed

Doug Geed

www.imagineawardsli.com

3340 Veterans Memorial Hwy., Bohemia, NY 11716 | (631) 582-1600 | www.CeriniCPA.com

