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Additional Information

Learning Objective

To provide attendees with a better understanding of whatõs to come for nonprofits in 2023.

Instructional Delivery Methods

Group Internet-based

Recommended CPE

1.0 CPE Credit

Recommended Fields of Study

Accounting

Prerequisites

None required

Advance Preparation

None

Program Level

Basic

Course Registration Requirements

None

Refund Policy

No fee is required to participate in this session.

Cancellation Policy

In the event that the presentation is cancelled or rescheduled, participants will be contacted 

immediately with details.

Complaint Resolution Policy

GRF CPAs & Advisors is committed to our participantsõ 100% satisfaction and will make every reasonable effort to resolve complaints as quickly as possible.

Please contact kdavis@grfcpa.comwith any concerns.

Disclaimer

This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type of advice. Readers and users of this webinar information are advised not to 

act upon this information without seeking the service of a professional accountant.

mailto:kdavis@grfcpa.com
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Agenda

ÅIntroduction

ÅNew accounting pronouncements

ÅNonprofit tax update

ÅTop risks in 2023 and beyond

ÅDEI and ESG

ÅFireside chat

ÅRecap

ÅQ&A
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Accounting 
Standards 
Update

ÅContributed Nonfinancial Assets

ÅLeases 

ÅCurrent Expected Credit Losses
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Polling Question #1

A. Yes

B. No

C. Unsure

Have you already implemented the standard for Contributed Nonfinancial Assets?



Contributed Nonfinancial Assets (Topic 958)

Å Implementation of  ASU 2020-07 was effective beginning with 

fiscal year ends of  June 30, 2022.

Å Increases the transparency of  contributed nonfinancial assets 

through enhancements in presentation and new disclosure 

requirements.

Å Important note: The method of  determining the amount to 

record is not changing.

Å Nonfinancial assets include donated food, vaccines, supplies, rent, 

services and crypto currency.

Å Nonfinancial assets do not include donated stocks (these are 

financial assets).
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Contributed Nonfinancial Assets (Topic 958) -
Continued

Å Contributed nonfinancial assets must be presented as a separate line item in the statements of  activities, apart from 

contributions of  cash and other financial contributions. 

Å The following information related to contributed nonfinancial assets must be disclosed:

ü Summarize different types of  in-kind contributions and their amounts,

ü Describe the programs that benefitted, 

ü Disclose the existence of  donor restrictions (if  any), 

ü Describe how the fair value was determined, and 

ü Disclose whether or not the contributed nonfinancial assets were monetized through sale.
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Leases (Topic 842)

Å Implementation of  all the ASUs related to Topic 842, for nonprofits, 

starts with fiscal year ends of  December 31, 2022.

Å Important note: Implementation date of  the standard is January 1, 2022.

Å This is a very complicated new standard; and we will not do a deep dive 

today.

Å Since accounting for lessors is not changing significantly, we will focus on 

the accounting for lessees. 

ÅGRFõs website has a Resource Center with information related to this 

new standard. For example, check out GRFõs recent webinar on leases:

GRF Webinar on Leases under Topic 842
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https://www.grfcpa.com/resource/meet-the-implementation-deadline-for-the-new-lease-accounting-standard/?_hsmi=237164839&_hsenc=p2ANqtz-9kGHp5AaM22uGpzcQ8RLtLZDrAYz3KOhzQP86oIzZRSYL9CaIJi_-MTKSX-2vSK888WLpItZv6z4QNa2fqW_7X4Wj5Aw


Leases (Topic 842) - Continued

Å Be careful about lease terms as built-in renewal options that are reasonably 

certain of  being exercised can extend the term of  a lease.

Å Also watch out for embedded leases in technology contracts.

Å Decide on the accounting policies and practical expedients you will use to 

implement the new standard. 

Å Pick a transition method for the implementation (earliest comparable period 

presented OR alternative modified retrospective method of  transition).

Å Choose a discount rate and, once you choose the discount rate, you do not 

change it unless there is a lease modification.

Å These are the important decisions to make before you start doing any 

calculations. 
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Leases (Topic 842) - Continued

Å There are 3 types of  discount rates - Implicit, IBR or Risk Free.

Å The implicit rate is going to be difficult to determine so the standard allows you to use an incremental borrowing rate 

(IBR) instead. 

Å IBR is the interest rate that you would have to pay a bank to borrow, on a collateralized basis, over the same term an 

amount equal to the total lease payments. Each lease should have a different IBR unless the lease terms are the same. 

Å Nonprofits have the option to use a Risk Free rate as a practical expedient. A risk-free rate is usually the interest rate 

from a US Treasury Note with the same term as the lease. 

Å Important note: The IBR may be a little harder to figure out because you have to ask a banker for it, but it will give you 

a lower lease liability than the Risk Free rate.
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Leases (Topic 842) - Continued

Å Deferred rent or lease incentive liabilities under the old standard will need to be carried forward assuming they were 

correctly determined in prior years. 

Å Adjustment on Day 1 ðthe implementation date entry records the lease liability and right of  use (ROU) asset. The Day 

1 adjustment should also record the reclassification of  any deferred rent or lease incentive liability as a contra asset 

against the ROU.
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Å Important note: Deferred rent and lease incentive liabilities are not 

written off. These balances should be reclassified to contra asset 

accounts so that they net against the ROU asset.

Å Adjustments on Day 2 and thereafter ðperiodic adjustments are 

required to record the rent payments and amortize the lease liability, the 

contra asset for deferred rent and lease incentive, and the ROU asset.



Current Expected Credit Losses (Topic 326)

Å Implementation of  ASU 2016-13 starts with fiscal year ends of  December 

31, 2023.

Å Current Expected Credit Losses (CECL) is not just for the banks and for-

profit companies.

Å Nonprofits are included in the standard. While the new standard does not 

apply to contributions, it does apply to exchange transaction revenues that 

fall under Topic 606.

Å Currently, nonprofits record an allowance for doubtful accounts based on 

past experience that represents expected collections of  receivables.

Å Going forward, the allowance for expected credit losses should be based on 

past experience plus current conditions plus (or minus) a forecast of  future 

conditions.
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Current Expected Credit Losses (Topic 326) -
Continued

Å Under CECL, credit impairment is recognized as an allowance for credit losses, rather than as a direct write-down. 

Å In other words, every 606 (exchange transaction revenue) receivable should have an allowance against it. 

Å There is no threshold for recognition of  an allowance (i.e., all receivables related to 606 revenue streams will be required 

to have an allowance) and the direct write-off  method will no longer be allowed.

Å Nonprofits must determine an allowance for expected credit losses even on assets that have a low risk of  loss. 

Å Important note: Receivables that are either current or not yet due (which may not require an allowance under current 

GAAP) will be required to have an allowance for expected credit losses under CECL.
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Polling Question #2

A. Yes

B. No

C. Unsure

Are you ready to implement CECL?



Nonprofit tax 
update

ÅInflation Reduction Act and IRS 
Funding

ÅCrypto update

ÅE-file woes for self  declared 
organizations

ÅDiversion of  Assets ðwhen and how to 
report
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Nonprofit Tax Update

Å Inflation Reduction Act Includes:

Å IRS Funding Increase - $80 Billion over 10 years (in 

addition to annual appropriations

Å According to the Congressional Research Services, funding 

to be used on four key areas:

Å Taxpayer Services ($3.2)

Å Enforcement ($45.6)

Å Operations Support ($25.3)

Å Business Systems Modernization ($4.8)

ÅWill Republican House impact funding?
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Nonprofit Tax Update

Å Inflation Reduction Act Includes:

Å Clean Energy Tax Credits

Å More that two dozen credits including qualified commercial clean vehicles tax credit and investment in renewable energy 

property (e.g., solar cells, wind) 

Å Tax-exempt organizations may be allowed to receive direct payments in lieu of  certain tax credits

Å Guidance is being developed on how to apply and receive the credits
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Nonprofit Tax Update

Å Inflation Reduction Act Includes:

Å IRC 179D energy efficient commercial building deduction 

modified to allow deduction to be allocated to designer of  

property owned by tax-exempt organizations to 

òmonetizeó the deduction

Å Crypto Donations Must be Appraised

Å ILM 202302012 released January 13, 2023

Å Impetus for Congress to act?
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ÅMost exempt organizations are now required to e-file Form 990 with the IRS

ÅWhile most exempt organization are required to file an application for exemption, some organizations (such as 

501(c)(4) social welfare organization and 501(c)(6) professional societies and trade organizations are not required to 

do so. 

Å501(c)(4) must notify the IRS of  its intent to operate within 60 days of  forming but there is no such requirement for 

a 501(c)(6)

ÅAs a result, there is no record of  the organization in the IRS database, causing a rejection of  the form 990 and the 

organization to spend more money and resources to contact the IRS to complete the filing.

ÅMany organizations may decide to file the 1024 to resolve the e-file issue but this can be costly. 

E-filing for Self Declared Organizations
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Diversion of Assets

ÅWhat is a diversion of  asset? 

Å A diversion of  assets includestheft, embezzlement or any unauthorized use of  the organization's 

assetsand can involve any person, whether or not an officer, director, key employee or independent 

contractor.

Å Does a diversion of  asset need to be reported on the 990?  As most things tax related IT DEPENDS!

o It must be significant - A diversion is considered significant if  the gross value of  all diversions (not taking into 

account restitution, insurance, or similar recoveries) discovered during the organization's tax year exceeds the 

lesser of: (1) 5% of  the organization's gross receipts for its tax year; (2) 5% of  the organization's total assets as 

of  the end of  its tax year; or (3) $250,000
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Diversion of Assets

o A significant diversion of  assets will be reported on Form 

990, Part VI, line 5 with a detailed disclosure on Schedule O. 

o Organization will want to be thoughtful in the wording of  the 

disclosure and consider providing the reader with information  

on steps taking to retrieve the assets, and to make sure this 

does not happen again. 

o A diversion of  assets are reported on the form year in which 

they were discovered rather than the year in which they 

occurred. 

o But that is not allé 
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Diversion of Assets

o If the diversion of assets was perpetrated by a òdisqualified 

personó an excess benefit transaction must be reported on Part 

IV lines 25a and 25b and Schedule L. 

o Section 4958 creates a two-tier excise tax on excess benefit 

transition

o DQ person who benefits from an excess transaction is subject to 

a tax of  25% of  the excess benefit.

o If  not corrected within 90 days of  the date of  notice;   a 200% 

excess benefit tax is imposed on the disqualified person
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Top risks in 
2023 and 
beyond

ÅGlobal uncertainty

ÅDealing with your Board 

ÅTackling risk with ERM

ÅESG and DEI
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Growing Uncertainty

Natural Disasters

GeoPolitical Changes

Cyber Threats & 

Privacy

Disruptive 

Innovation

Available Labor 

w/out Needed Skills

Shift in

Demographics

Regulator 

Expectations

Reputation

Pandemics
War / Terrorism
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The new normal?
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2023 Top Risks Themes

Staffing challenges will persist, and workplaces will continue to 
transform

Recession and cost increases will lead to more financial squeeze

Technological advances increase cybersecurity and fraud threats

Organizationõs culture may not sufficiently encourage the timely 
identification and escalation of  risk issues
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Polling Question #3

A. Yes

B. No

C. Unsure

Are top Risks a regular agenda item at Board meetings?



Dysfunctional boards

1. Reluctance to discuss strategy or risk or both

2. A failure to refresh board composition resulting in stakeholder 
concerns

3. A failure to address succession planning

4. An inability to deal with disruptive behavior by a director

5. Board and committee structure that creates confusion or leaves 
issues uncovered

Source: https://boardmember.com/different-reasons-board-dysfunctional/

https://boardmember.com/different-reasons-board-dysfunctional/


What is a significant Risk to your Organization?
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Enterprise Risk Management Process
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Strategy/objective setting

Risk identification and assessment

Risk response

Monitoring and communication



Happy Marriage!
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Strategic

Planning

Risk 

Management

ERM

Strategic Uncertainty:

Threats and

Opportunities

ERM integrates strategic planning and risk management to improve responses to uncertainty, 

organizational resilience, and mission fulfillment. 



What do we mean by ESG?

Environmental: Impact of  operations 

on the planet

Social: Relationships with stakeholders

Governance: Internal practices, controls, 

and procedures
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Environmental

E: òEnvironmentaló considers how an organization performs as a steward of nature. This 

can include issues related to: 

Á carbon emissions

Á waste management

Á water management

Á raw material sourcing

Á climate change vulnerability
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How has òWork From Homeó (WFH) impacted your

Organization environmental footprint?



Social

S: òSocialó examines how organizations manage relationships with employees, customers, 

and the greater community. Risks that fall under this category can include:

Á corporate social responsibility

Á labor management

Á data privacy

Á general security

Á health and safety 
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With the recent rise of  high-profile movements

related to addressing racial injustice, social ESG-related 

subjects such as diversity, equity, and inclusion have 

taken prominence.



Governance

G: òGovernanceó refers to variables such as business ethics, leadership, executive pay, audits, 

internal controls, intellectual property protection, and shareholder rights. 

39

Diversity risks, while social in nature, 

also can fall under the governance 

umbrella,such as actions to improve 

board diversity.  We have seen a rise in boards 

taking interest in ERM as a result 

of  increase scrutiny in 

ògovernanceó.



Example ESG Frameworks

Sustainability Accounting Standards Board https://www.sasb.org/

Global Reporting Initiative https://www.globalreporting.org/

United National Sustainable Development Goals https://sdgs.un.org/goals

Climate Disclosure Standards Board https://www.cdsb.net/

World Economic Forum https://www.weforum.org/

Task Force for Climate-related Financial Disclosure https://www.fsb-tcfd.org/

40

Although no single environmental standard exists, there are several recognized 
standards that provide guidance

https://www.sasb.org/
https://www.globalreporting.org/
https://sdgs.un.org/goals
https://www.cdsb.net/
https://www.weforum.org/
https://www.fsb-tcfd.org/


Polling Question #4

A. Yes

B. No

C. Unsure

Have you seen your main stakeholders (i.e. employees, customers, investors, suppliers, 
communities, etc.) place an increased focus on DEI programs?



What is diversity?

Diversity recognizes all the ways we are different and unique 

and that our differences and uniqueness are sources of  strength, 

contributing new ideas and improving problem-solving.  

Including, but not limited to race, gender, age, national origin, 

self-identification, religion, sexual orientation, socioeconomic 

status, education, marital status, language, and physical 

appearance.
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What is equity?

Equity is an ongoing practice to ensure that everyone is given the 

resources and opportunities based on their circumstances in order 

for everyone to achieve a fair and equal end result. Equity takes 

into account people's experiences with privilege and oppression 

and how those factors have influenced their lived experiences and 

opportunities.
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What is inclusion?

Inclusion creates an environment where everyone 

feels welcome, respected, and valued.  They are not 

afraid to show their true personality, talents, 

aspirations but also their insecurities, doubts, and 

worries. Inclusion happens when people feel like 

they are an insider; they experience a feeling of  

belonging within their organization.
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What is DEI?

The management of  DEI has evolved from a focus on compliance 

to a strategic-level effort with a demonstrated positive impact on an 

organization's performance. Companies that strive for both 

diversity, equity and inclusion are achieving intended business 

results because DEI provides a competitive advantage.
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Burnout and Diversity Tax

Key Points

o Marginalized employees face the diversity tax in the workplace.

o Burnout is more likely for marginalized employees because of  the cumulative impact of  the diversity tax.

o DEI is a critical part of  preventing and reducing burnout.

Á People with marginalized social identities are often told that they "have to work twice as hard for half  

as much." This expression is a summary of  what is also referred to as the diversity tax.

46



Microaggression

Term used for commonplace daily verbal, behavioral or 

environmental slights, whether intentional or unintentional, that 

communicate hostile, derogatory, or negative attitudes toward 

historically marginalized groups.

o Can impact a person's ability to do their job, sense of  safety, and 

overall happiness.

o Examples:

Á òWhereõs your family from/where were you born?ó 

Á òWow, you are so articulate!ó 
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Numbers & Risk

Unspoken pressure on people from marginalized groups to be more qualified, more professional, and harder 

working than their colleagues just to be valued on par, can lead to reduced productivity, costly health 

struggles, and high turnover.

Data also indicates that employees who are not carrying that emotional tax burden may also become 

disenchanted with their organizationõs intolerance for diverse point of views and will subsequently leave, as 

confirmed by 72% percent of  respondents surveyed in a Deloitte Poll. 
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Numbers & Risk

65% of  employees surveyed in an SHRM study felt that the respectful treatment of  all employees was a very important 

factor in their job satisfaction.

According to the EEOC, employment discrimination charges and their respective percentages:

Á Disability: 24,324 or 36.10% of  cases

Á Race: 22,064 or 32.70% of  cases

Á Sex: 21,398 or 31.70% of  cases

Á Age:14,183 or 21.00% of  cases
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Á National Origin: 6,377 or 9.5% of  cases

Á Color: 3,562 or 5.3% of  cases

Á Religion: 2,404 or 3.6% of  cases

Á Equal Pay Act: 980 or 1.5% of  cases



What do we do? Where do we begin?

Being aware on its own is not enough to prevent it if  you are a marginalized employee or if  you are trying to create equity 

for your marginalized employees.

Foster an Inclusive Climate

Á All leaders shape climate, for better or worse

Á Educate yourself  

Á Start to understand the nature of  bias 

Á Have active discussions 

Á Look for ways to immerse yourself  in other cultures 
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Á Reflect on your habits, work, policies, processes, and procedures, and 

the bias that might be in them.

Á Hold yourself  accountable 

Á Hold others accountable 



Upcoming Workshop
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Browse GRF events

https://www.grfcpa.com/events/2-part-virtual-workshop-series-navigating-the-world-of-uncertainties-impacting-nonprofit-organizations/
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Fireside Chat 
with Rhonda Gold, 
W·ě ɿȷ !ɲȇʦɆǸǁחʮ 
Essential Hospitals



öȇʻחʮ ǸɁǁʻ

1. What are some things that you and your team do to prepare for your audits?

2. How do you ensure that the team is on track to deliver and upload the information timely?

3. What systems do you all have in place that you believe have been helpful in the new, remote 

and paperless world? 

4. During audit fieldwork, how often are you communicating with your team regarding audit 

progress and status? 

5. For any new and/or prospective clients, what would be your advice as they approach audit 

time?

6. What challenges does AEH face?
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Offices in DC and New York

Serving clients across the globe

301-951-9090 | www.grfcpa.com

Questions?
Contact Us

rlocastro@grfcpa.com aboland@grfcpa.com mmusser@grfcpa.com twilliams@grfcpa.com

scolladay@grfcpa.com ajensen@grfcpa.com rgold@essentialhospitals.org

Get to Know our Leadership Team >

jgoudarzi@grfcpa.com

mailto:rlocastro@grfcpa.com
mailto:aboland@grfcpa.com
mailto:mmusser@grfcpa.com
mailto:twilliams@grfcpa.com
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mailto:rgold@essentialhospitals.org
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