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familiar with your particular factual situation for advice 
or service concerning any specific matters.
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to, or suitable for, your specific circumstances or needs, 
and may require consultation with counsel, 
consultants, or advisors if any action is to be 
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CliftonLarsonAllen LLP or other professional prior to 
taking any action based upon the information in the 
presentation or materials provided. CliftonLarsonAllen 
LLP assumes no obligation to inform you of any changes 
in laws or other factors that could affect the 
information contained herein.
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Learning Objectives

3

Outline new and current 
accounting guidance affecting 

nonprofits

1

Identify upcoming accounting 
standards and recognize 

important items to consider 
during implementation of the 

leasing standard

2
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Leases (Topic 842)

5

EFFECTIVE DATE: 

FISCAL YEARS BEGINNING AFTER 12/15/21 

(12/31/22; 6/30/23); 

EXCEPT FOR PUBLIC NFP ENTITIES WHICH HAVE AN 
EFFECTIVE DATE OF YEARS BEGINNING AFTER 12/15/19 

(12/31/20; 6/30/21)

PUBLIC NFP ENTITY = AN ENTITY THAT HAS ISSUED, OR IS 
A CONDUIT BOND OBLIGOR FOR, SECURITIES THAT ARE 

TRADED, LISTED, OR QUOTED ON AN EXCHANGE OR 
OVER-THE-COUNTER MARKET
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Steps: Lease Analysis and Accounting

*Lease & Non-lease Contract Components; Fixed and Variable Consideration*

Initial Measurement

*Contract components* Discount rate** Lease Term

Lease Classification & Subsequent Measurement

Operating lease Financing lease

Lease Determination (Completeness)

Lease Non-lease

6
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Lease Determination

7

An identified asset
- Can be explicitly or implicitly specified

- Supplier has no practical ability to substitute

- Supplier receives no economic benefit from 
substituting 

The right to control the 
use during the lease term

- Decision making authority over the use of the 
asset

- Ability to obtain substantially all economic 
benefits from the use of the asset
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Lease Classification – Lessee 

8

Financing lease if ANY of the following 5 
conditions are met: 

Transfer of 
ownership

Option to 
purchase is 
reasonably 

certain

Lease term is 
a major part 

of the 
economic life

Present value 
of lease 

payments is 
substantially 
all of the fair 
value of the 
underlying 

asset

The 
underlying 
asset is of a 
specialized 

nature

If none of the above are met, the lease is an operating lease
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Leases Financial Statement Impact – Balance 
Sheet

•Right-of-Use Asset

•Lease Liability
Finance 
Lease

•Right-of-Use Asset

•Lease Liability
Operating 

Lease
9
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Lease Liability – Initial Measurement

Present value of 
the lease 
payments

•Discount rate**

•IBR, Implicit rate, 
Risk free rate

Real estate taxes 
and insurance

•Fixed (included)

•Variable (excluded)

Lease liability

10
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• ROU asset = 

o Initial measurement of 
lease liability

o Plus: lease pre-payments

o Plus: lessee initial direct 
costs

o Minus: lease incentives 
received

Lease Right of Use Asset – Initial Measurement

11
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Lease Financial Statement Impact - Income 
Statement

• Amortization Expense

• Interest Expense
Finance 
Lease

• Lease ExpenseOperating 
Lease

12
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Lease Financial Statement Impact - Cash Flow 
Statement

• Operating:

• Amortization of ROU Asset

• Change in lease liability

• Financing:

• Principal Payments

Finance 
Lease

• Operating:

• Amortization of ROU Asset

• Change in lease liability
Operating 

Lease
13
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Example – Operating Lease

3 year lease term

Annual rent of $100, escalating $3 annually

7% interest rate

14
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Example – Operating Lease

Expense Liability Asset

Payment Interest Principal Amortization

Year A B C D A-C

1 103 100 19 81 84

2 103 103 13 90 90

3 103 106 7 99 96

309 309 39 270 270

15

• Initial Recognition: 

Dr. ROU Asset 270 
Cr. Lease Liab 270

• Year 1 Entry: 

Dr. Lease Exp 103 A

Dr. Lease Liab 81  D

Cr. Cash 100 B

Cr. Accum Amort 84 A-C

• NOTE: No amortization expense is recorded! It 
is a component of the lease expense! 
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Example – Finance Lease

3 year lease term

Annual rent of $100, escalating $3 annually

7% interest rate

16



©2023 CliftonLarsonAllen LLP 17

Example – Finance Lease

Asset Liability Expense

Amortization Payment Interest Principal

Year A B C D A+C

1 90 100 19 81 109

2 90 103 13 90 103

3 90 106 7 99 97

270 309 39 270 309

17

• Initial Recognition: 

Dr. ROU Asset 270

Cr. Lease Liab 270

• Year 1 Entry: 

Dr. Interest Exp 19 C

Dr. Amort Exp 90 A

Dr. Lease Liab 81 D

Cr. Cash 100 B

Cr. Accum Amort 90 A

• NOTE: No lease expense is recorded.  Each 
component is recorded.
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Operating Finance

Total Expense – Operating Lease vs Finance Lease

18
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Total Expense – Operating Lease vs Finance Lease

19
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Steps: Lease Analysis and Accounting

*Lease & Non-lease Contract Components; Fixed and Variable Consideration*

Initial Measurement

*Contract components* Discount rate** Lease Term

Lease Classification & Subsequent Measurement

Operating lease Financing lease

Lease Determination (Completeness)

Lease Non-lease

20
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• Separate lease components from non-lease components

• Allocate the consideration on a relative standalone basis

o Use observable standalone prices wherever available

• May elect practical expedient to not separate the non-lease 
component

o Accounting policy

Contract Components

21
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Contract Components – Example 1

• Payments for taxes and insurance are included in a contract

• Annual lease payments are fixed at $10,000 per year

• Real estate taxes and insurance payments are variable and 
will be billed to the lessee each year

22
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Contract Components – Example 1

• Are the real estate taxes and insurance components of the 
contract?

• Contract contains a single lease component

o The right to use the building

• Lessee payments are a reimbursement of the lessor’s costs

o Not a payment for goods or services in addition to the right to 
use the building

23
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Contract Components – Example 2

• Payments for taxes and insurance are included in a contract

• Annual lease payments are fixed at $13,000 per year

• Contract components are itemized

o $10,000 for rent

o $2,000 for real estate taxes

o $1,000 for insurance

24



©2023 CliftonLarsonAllen LLP 25

Contract Components – Example 2

• Are the real estate taxes and insurance components of the 
contract?

• Contract contains a single lease component

o The right to use the building

25
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Contract Components – Example 3

• Payments for taxes, insurance, and common area 
maintenance are included in a contract

• Annual lease payments are fixed at $17,000 per year and 
include rent, taxes, insurance, and building maintenance

26
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Contract Components – Example 3

• Real estate taxes and insurance are still not components of 
the contract

• What about the common area maintenance?

• Lessee receives a service from the lessor

o A second component of the contract (non-lease component)

o Consideration is allocated among the two components

o CAM payments are not included in lease liability

▪ Unless the practical expedient is selected

27
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Disclosures

28

• Enable users of financial statements to 
assess the amount, timing and 
uncertainty of cash flows arising form 
leases

Objective

• Enhanced qualitative and quantitative 
disclosuresRequirement
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Example Disclosures – Quantitative

29



©2023 CliftonLarsonAllen LLP 30

Example Disclosures – Maturity Table

30
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Gifts in Kind (ASU 2020-07)

Effective Date: 

Annual reporting periods 
beginning after June 15, 2021

(6/30/22; 12/31/22)

Objective: 

Clarifies the presentation and 
disclosure of contributed 

nonfinancial assets; recognition 
and measurement requirements 

remain unchanged

How to prepare for 
implementation:

- Track amounts separately 

- Prepare for additional disclosures - see 
examples included in the ASU

- Review related accounting policies
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Gifts in Kind (ASU 2020-07) Specified Changes

Financial Statement Presentation: 

• Contributed nonfinancial assets as a separate line in the statement of activities

Disclose:

• Disaggregation of the amount of contributed nonfinancial assets by category

• For each category disclose:

• Qualitative info about monetized vs utilized

• Policy about monetizing rather than utilizing

• Description of donor-imposed restrictions

• Description of valuation techniques and inputs to determine FMV

• Principal market used to arrive at FMV in NFP is prohibited from participating in that 
market

33
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Gifts in Kind (ASU 2020-07) Income Statement Presentation

34
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Gifts in Kind Disclosure - Example 1

35
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Gifts in Kind Disclosure - Example 2

36
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Gifts in Kind Disclosure - Example 3

37
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Topics, Upcoming Standards, 
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Other Current Accounting Topic Upcoming 
Standards

ASU 2016-13 Current Expected Credit 
Losses (CECL)

• Effective for years beginning after 12/15/22

• (12/31/23; 6/30/24)

Reference Rate Reform

39
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A credit loss 
is recognized 

when:

Current US GAAP:

• It is probable a credit 
loss has occurred

ASU 2016-13:

• Based on a Current 
Expected Credit Loss 
(CECL) model

ASU 2016-13 Current Expected Credit Losses 
(CECL)

40
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ASU 2016-13 CECL

Trade receivables, 
such as:

membership 
dues

tuition

Notes receivable
Capital or 

financing leases 
held by the lessor

41
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ASU 2016-13 CECL

Assets reported at the net amount expected to 
be collected

Requires entities to use an allowance for credit 
losses (contra-asset account) that serves as a 
valuation account

42
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(CECL) Estimate Expected Credit Losses Using:

43

•Past events and historical experience

•Current conditions 

•Supportable forecasts 

Information from:

•Discount cash flow methods

•Loss rate methods

•Roll rate methods

•Probability of default methods

•Aging schedule methods

Methods including:
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Reference Rate Reform

44

ASU 2020-04: Effective Date: may be applied any time after 3/12/20 but no 
later than 12/31/22

ASU 2021-01: Effective immediately

Objective: Provides relief in accounting for contract modifications related to 
transitioning from LIBOR and other reference rates for a limited period of 
time

How to prepare for implementation: Inventory all contracts (receivables, 
debt, leases, derivatives) that reference discontinued rates; understand and 
apply the optional expedients relative to each type
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Find additional resources and 
learn about upcoming events 
at CLAconnect.com. 

Improving your financial 
health starts with an honest 
check-in. 

Our guidance can help 
organizations and individuals 
stay on the right track. 

We’re Here For You

45

Learn More

https://www.claconnect.com/
https://www.claconnect.com/campaign/financial-health-planning
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What’s New for 2023?
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Michael De Prima Sarah Hintz
Michael.deprima@CLAconnect.com Sarah.hintz@CLAconnect.com
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At the end of the session, you will be able to:

51

Recall current tax developments Identify tax opportunities and risks 
that may affect your organization
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Donor advised funds (DAFs)

53

Regulations under section 4966 – excise taxes on 
donor advised funds

Regulations under section 4967 – prohibited 
benefits and related excise taxes

Regulations under section 4958 – donor advised 
funds and supporting orgs

Impact of donor advised funds on the public 
support test



©2023 CliftonLarsonAllen LLP 54

Donor Advised Funds – Proposed ACE Act

Guidance regarding the public-support computation with 
respect to distributions from donor advised funds

o Accelerating Charitable Efforts (ACE) Act
▪ Introduced to Senate on June 9, 2021

▪ Introduced to House & referred to the House Committee on Ways and 
Means on February 3, 2022

o Designed to encourage DAFs and private foundations to distribute 
funds more rapidly

o Discouraging the shifting charitable funds between DAFs & private 
foundations

o Could have a negative affect on public charities

o Pending – we will be tracking

54
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IRS Legal Memorandum

(ILM) 202302012

released January 13

Charitable guidance for cryptocurrency

55

To qualify for a charitable contribution 
deduction, taxpayer must submit a qualified 
appraisal over $5,000

Can’t rely on value listed on a cryptocurrency 
exchange

Cryptocurrency doesn’t fit statutory 
exceptions on appraisal requirements under 
section 170

Form 8283 is requried for donations over 
$500
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Other Priority Guidance Plan Topics

56

Allocation of indirect expenses in computing unrelated business income

• IRC Section 512

509(a)(3) Supporting Organizations

• Pending final regulations 

• Proposed regulations issued in February of 2016

Group exemptions 

• Initial guidance released in 1980 in Rev. Proc. 80-27

• Notice 2020-36 suggested proposed updates 

• No group exemption applications being accepted
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Compliance Initiatives

Worker 
misclassification and 
W-2/1099 matches

Retirement plans of 
small exempt 
organizations

Retirement plans and 
worker 
misclassification

990-N filings

Excess compensation 
excise tax

Tax exempt bonds

57
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Recent IRS audit activity

59

Audits are back
Auditors are 
coming in person

Increased IRS 
funding =
more audits
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Exemption issues

60
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Revenue and Expense Deep Dive

61



©2023 CliftonLarsonAllen LLP 62

Employee / Independent Contractor

62



©2023 CliftonLarsonAllen LLP 63

Employee / Independent Contractor

63
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Political activities

64
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Unrelated Business Income

What are the issues here?

65
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Recap

66

Compliance Initiatives & Priority Guidance Plan in audits

What puts you on the radar?

Importance of having a pulse on overall compliance

Regardless of where the audit starts….it will likely hit all of 
these topics
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Employee Retention Credit Overview

2020 2021

Covered Dates (payroll paid during period) 3/13/20 – 12/31/20 1/1/21 – 9/30/21

Employer size-based restrictions*
Over 100 fulltime employees can only 

include paid but not working
Over 500 fulltime employees can 
only include paid but not working

Quarterly Revenue Decline vs. same quarter 2019
OR

>50% >20%

Partial or full government shut-down Actual dates organization was shut-down by government order

Maximum eligible wages + healthcare cost per 
employee

$10,000/year $10,000/quarter

% wages + healthcare eligible for credit 50% 70%

Maximum annual credit/employee $5,000 $21,000

*Fulltime employee measured by Calendar 2019 according to ACA definition of fulltime employee (130 hrs+/mo = 1.0; < = 0.0)

68



©2023 CliftonLarsonAllen LLP 69

Employee Retention Credit Opportunity

• Still a great opportunity if you have not yet looked into it!

• Reconciliation of ERC revenue to Form 990 revenue

• Reduce compensation tax deductions for UBI on Form 990-T

• American Rescue Plan Act of 2021 - expanded statute of 
limitations

• IRS Information Release IR-2022-183 

69
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Inflation Reduction Act

70

Alternative minimum tax 
(AMT)

$79.6 billion IRS improvements 
and enforcement

Clean Energy Tax Credits
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Refundable Tax Credit 
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• IRA of 2022 created and modified several 
green energy credits

• IRC Section 6417 provides a “direct pay” 
option for tax-exempts and certain 
governmental entities

• Many credits have prevailing wage 
requirements that increase credit, in most 
cases from 6% to 30% 

• Applies to tax years beginning after Dec. 
31, 2022

• Unique opportunity for NFPs to get cash 
refunds from the federal government for 
green energy investments 

Inflation Reduction Act Credit Opportunities 

72
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• Sec. 6417(a): “In the case of an applicable entity making an election…with respect to 
any applicable credit determined with respect to such entity, such entity shall be 
treated as making a payment against the tax imposed by subtitle A (for the taxable 
year with respect to which such credit was determined) equal to the amount of such 
credit.”

• Applicable Entity:

o Any organization exempt from the tax imposed by subtitle A,

o Any state or political subdivision thereof,

o The Tennessee Valley Authority,

o An Indian tribal government,

o Any Alaska Native Corporation, or

o Any corporation operating on a cooperative basis which is engaged in furnishing 
electric energy to persons in rural areas

Section 6417 Overview 

73
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• Election Timing

o In the case of any government, or political subdivision for which no return is 
required under section 6011 or 6033(a), such date as is determined appropriate 
by the Secretary, or

o In any other case, the due date (including extensions of time) for the return of 
tax for the taxable year for which the election is made, but in no event earlier 
than 180 days after the date of the enactment of this section

Section 6417 Overview (Continued)

74
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Section 6417 Direct Pay Credits   

75

§30C Alternative fuel vehicle refueling property credit 

§45 Electricity produced from certain renewable resources, etc.

§45Q Credit for carbon oxide sequestration 

§45U Zero-emission nuclear power production credit 

§45V Credit for production of clean hydrogen 

§45W Credit for qualified commercial clean vehicles 

§45X Advanced manufacturing production credit 

§45Y Clean electricity production credit 

§45Z Clean fuel production credit 

§48 Energy credit 

§48C Advanced energy project credit 

§48E Clean electricity investment credit 
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Guidance Still Needed…

76

How will credits be 
refunded? 

• “The Secretary may require such 
information or registration as the 
Secretary deems necessary for 
purposes of preventing duplication, 
fraud, improper payments, or 
excessive payments under this 
section”

• Excessive payment penalty of 20%

What support will be 
required?

• Will the projects/costs/credits have 
to be certified by a third party?

• What forms or applications will need 
to be submitted?

• Will there be a “monitoring” period?
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THANK YOU!
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