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NEW GUIDANCE
In late 2018, the Treasury department
issued further guidance on how taxexempt organizations should be
treating paid commuting and parking
provided to employees, commonly
referred to as qualified transportation
fringe benefits.
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IRS EXPLANATION

For organizations that have employees, unrelated business
taxable income (UBTI) is increased by new Internal Revenue
Code section 512(a)(7). Under section 512(a)(7), UBTI is
increased by any amount for which a deduction is not
allowable because of section 274 and which is paid or
incurred by the organization after December 31, 2017, for
any qualified transportation fringe (as defined in section
132(f)), or any parking facility used in connection with
qualified parking (as defined in section 132(f)(5)(C)). This
rule does not apply to the extent the amount paid or
incurred is directly connected with an unrelated trade or
business which is regularly carried on by the organization.
For organizations with a fiscal tax year that begins in 2017,
enter the amount of any increase in UBTI on line 12 of the
2017 Form 990-T.
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For those who lease or own their parking facility, the IRS has provided four steps to
assist nonprofits of all sizes to determine how to apply the rule:

1.
Calculate the
number of parking
spots in the lot or
garage that are
reserved for your
employees, whether
designated by
signage or a
separate facility with
access limited solely
to employees.

2.
Determine the
primary use of
remaining spots not
previously
designated. If
primary use is
parking for the
general public and is
empty during normal
operating hours, it
would not be subject
to UBTI.

3.
Calculate the allowance
for reserved nonemployee spaces (for
visitors and customers).
UBTI is not increased for
the portion of expenses
associated with nonemployee spaces. This is
calculated as the number
of reserved non-employee
spots divided by the total
remaining parking spots
which excludes those
identified in Step 1.

4.
Determine
remaining use and
allocable expenses
by allocating the
remaining spots
between employee
and non-employee
parking. A
reasonable method
should take into
account actual
usage of the
remaining spots by
employees.
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Here’s an example of the 4 steps outlined on the prior page:
Nonprofit XYZ leases a parking lot with 100 parking spots for $10,000 annually.
There are 25 spots reserved for employees via signage (step 1), or 25%. UBIT is increased by
$2,500. It is estimated that 50 of the remaining 75 spots are used by employees and accordingly,
the lot is not considered to be primarily used by the general public. It is also noted there are five
up front parking spots reserved for office visitors, or 5%. The associated 5% or $500 will not
increase UBIT (step 3). The $7,000 in remaining parking expenses must then be allocated to
employee and non-employee spots, and a portion is recognized as UBIT taxable at 21%.
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The IRS noted that if the Nonprofit
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preparation of a 990-T is not
required.

Moving forward, employers should
quantify and identify all parking
expenses and potentially re-evaluate
their current parking arrangements.

Nonprofit Organizations can submit
public comments electronically at
www.regulations.gov
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RIVERO, GORDIMER & COMPANY, P.A. maintains
licenses that require extensive continuing education (CE)
as mandated by the State of Florida, the Florida Institute
of Certified Public Accountants and the American
Institute of Certified Public Accountants. Our
professionals obtain additional CE hours to perform
audits in accordance with U.S. Government Auditing
Standards for certain governmental and not-for-profit
organizations. We partner with more than 50 not-forprofit clients and hold several distinctions (listed below)
that make us an ideal partner for your Organization.

2018 Small Business of the Year: 21-50 Employees

Exclusive Member Tampa Bay Region

Member of Governmental and Employee
Benefit Plan Audit Quality Centers

Rivero, Gordimer & Company
STRENGTH IN NUMBERS SINCE 1983
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At RGCO, our experience with not-for-profit organizations spans more than 35 years and
has been a significant segment of our Firm’s practice. Our commitment to this part of the
industry has led to RGCO becoming a trusted name in the not-for-profit community that
includes 501(c) 6 and 501(c) 3 corporations and private foundations.
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