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Review of Form 990
1. Key Changes 
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2. Governance Questions
A. Policies

(i) Document Retention
(ii) Investment Policy
(iii) Gift Acceptance
(iv) Whistleblower

B. Disinterested Board Members
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Background:


 
Form 990 is a favorite tool for evaluating nonprofits



 
Form 990 revision process began in 2004 with IRS 
requests for public comments on Form 990 and House 
Ways & Mean Committee hearings on nonprofits



 
In 2007, Senators Baucus and Grassley urged Treasury 
to create a more thorough form to “allow the IRS to 
better identify those entities that warrant additional 
review”
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Background: 
• New Form 990 for 2008 (filed in 2009)
• Last major revision in 1979
• Revision’s goals:



 

Promote transparency and accountability


 

Improve tax compliance


 

Provide a basis for comparing the organization to similar 
organizations



 

Ease reporting burden 
• “Core Form” (11 pages) and 16 Schedules
• www.irs.gov/charities 
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Background:


 
New Form 990 is phased in over a 3-year period when nonprofit  
exceeds either gross receipt or asset thresholds below



 
May file 990-EZ if gross receipts AND assets are: 
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Tax year Gross Receipts Total Assets
2008 (filed in 2009) > $25,000 & < $1,000,000             < $2,500,000

2009 (filed in 2010) > $25,000 & < $500,000 < $1,250,000

2010+ (filed in 2011 & later) > $50,000 & < $200,000 < $500,000

• File Form 990-N if gross receipts are less than above amounts 



Core Form:
Key changes include: 



 

A new summary page on page 1 


 

Signature block moved to page 1 from the end of the form 


 

Statement of program service accomplishments  is moved to 
page 2 



 

A checklist of required schedules in Part IV


 

Consolidation of federal tax compliance questions in Part V 


 

New governance section in Part VI 


 

Revised compensation reporting of TDOKEs in Part VII


 

Movement of financial statements to pages 9 through 11, and 
new financial reporting questions in Part XI 
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Core Form: Part I – Summary


 
Prior Form 990 did not have summary page



 
Provides snapshot of key financial, governance, and 
compensation information to increase transparency



 
Because summary page captures data from other parts 
of Form 990, it should be completed last



 
Now includes prior year’s revenues and expenses



 
Requires mission and significant charitable activities 
to be described first
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Core Form: 
Part III – Statement of Program Service Accomplishments



 
Report mission



 
List any significant new or discontinued programs



 
Describe three major exempt activities
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Core Form: 
Part IV – Checklist of Required Schedules



 
Identifies schedules to complete
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Core Form: 
Part V – Other IRS Filings and Tax Compliance 



 
Increases awareness of filing responsibilities
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Core Form: 
Part VI – Governance, Management & Disclosure



 
IRS and Congressional officials cite poor governance as core 
problem with non-compliant charities



 
Well-governed nonprofits are more likely to use assets for 
proper purposes and comply with tax laws



 
IRS argues §6033 gives them power to ask governance 
questions



 
Part VI covers 3 general areas:



 

Section A – Governing Body & Management


 

Section B – Policies


 

Section C - Disclosure
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Core Form: 
Part VI, Governance: Section A – Board & Management
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Core Form:  
Part VI, Governance: Section B – Policies
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Core Form: 
Part VI, Governance:  Section C – Disclosure
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Core Form:  
Part VII - Compensation



 
Extends compensation reporting to all §501(c) entities so IRS 
may better detect private inurement



 
Summarizes data from W-2s and 1099s on calendar year basis
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Core Form: 
Part VIII – Statement of Revenue



 
Reports revenue in three categories –


 

Contributions, gifts, grants, and other similar amounts


 

Program service revenue


 

Other revenue


 
Remains consistent with current Form 990 with no 
major changes 



 
Combines current Part I Statement of Revenues with 
Part VII Analysis of Income Producing Activities



 
Eliminates UBIT exclusion codes, which were 
sometimes difficult to locate
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Core Form: 
Part IX – Statement of Functional Expenses



 
No material changes from current form; however, there 
are few small changes including:


 

Separate reporting of management, lobbying, and investment fees


 

New reporting for advertising and promotion, IT, royalties, 
insurance, and travel and entertainment for public officials



 
Expected to reduce administrative burden because revised 
form specifically details numerous types of fees and 
expenses, which should eliminate need for attachments
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Core Form: 
Part X – Balance Sheet



 
No material changes from current form



 
Certain items (such as accumulated depreciation and 
receivables from disqualified persons) are no longer 
required to be listed separately in unstructured 
attachments because they are now included in specific 
schedules to revised form (Sch. D & Sch. L, 
respectively)



 
Expected to reduce administrative burden 
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Core Form: 
Part XI – Financial Statements



 
New section requires information about financial statement 
preparation
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New Schedules


 

Sch. A – Public charity status


 

Sch. B – Contributors List


 

Sch. C – Campaign & 
Lobbying



 

Sch. D – Financial Data


 

Sch. E – Education/Schools


 

Sch. F – Foreign Activities


 

Sch. G – Gaming/Fundraising


 

Sch. H – Hospitals


 

Sch. I – Grants to Individuals, 
Organizations & Governments



 

Sch. J – Compensation 


 

Sch. K – Tax-exempt Bonds


 

Sch. L – Transactions with 
Interested Persons (e.g. loans)  



 

Sch. M – Non-Cash 
Contributions (no money) 



 

Sch. N – Liquidation, 
Termination, etc.



 

Sch. O – Supplemental Data 
(other)



 

Sch. R – Related Organizations
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Schedule A:  
Public Charity Status and Public Support



 
Modifies public support test period from four years to 
five years



 
Reflects recent elimination of advance ruling process



 
Separates the public support test for 
§509(a)(1)/§170(b)(1)(A)(vi) versus §509(a)(2) 
organizations



 
Requires nonprofits to report prior years’ amounts 
using the same accounting method for 2008 form



 
Provides additional space for narrative of “facts and 
circumstances” test
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Schedule B: 
Contributors

Charities must file if


 
They meet the 33 ⅓% support test and received 
contributions > $5,000 (money or property) or 2% 
of total contributions from any sole contributor



 
They did not meet the 33 ⅓% support test but 
received contributions > $5,000 from any sole 
contributor

Any other §501(c) that received contributions 
> $5,000 from any sole contributor
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Schedule B: 
Contributors


 

Open to public inspection if nonprofit files Form 
990-PF or if nonprofit is a §527 that files Form 
990 or 990-EZ


 

Closes names and addresses of contributors for all 
other nonprofits to public, but allows amounts and 
descriptions of non-cash items to be disclosed


 

Only requires names of persons who give > 
$5,000 or 2% of total contributions
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Schedule C: 
Political Campaign and Lobbying Activities



 

Must complete if charity engaged in 


 

Direct or indirect political campaign activities, or


 

Lobbying


 

Must disclose and estimate volunteer hours using any reasonable method


 

Must report excise taxes under §4955 (campaigning) and §4911 (lobbying)


 

Separates lobbying activities between charities with §501(h) election and 
those without such election
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Schedule C: 
Political Campaign and Lobbying Activities



 
New disclosures for NON-501(c)(3)s
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Schedule D: 
Supplemental Financial Statements



 
Captures required reporting for:


 

Donor advised funds


 

Conservation easements


 

Art and museum collections


 

Trust, escrow and custodial arrangements


 

Endowment funds 


 

FIN 48 footnotes



 
Includes space for narrative to provide additional 
financial information for certain assets
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Schedule D: 
Supplemental Financial Statements
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Schedule E: 
Schools



 
Schedule E contains same questions which used to be 
found on Schedule A of 2007 Form 990



 
Focuses on fact that tax-exempt educational 
organizations cannot discriminate and must publicize 
admission policies



 
Query whether Senator Grassley’s and IRS soft 
contact with large universities regarding endowment 
size and unrelated business taxable income will 
change Schedule E in near future
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Schedule F: 
Activities Outside the U.S.



 
Report fundraising, grant making, commercial, or 
exempt activities outside the U.S.



 
Three categories:


 
Commercial and/or exempt activities by region



 
Grants to foreign organizations or governments



 
Grants to foreign individuals



 
May include passive investments, too
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Schedule F: 
Activities Outside the U.S.
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• Reporting required on regional basis (rather than by country), 
names not required

• $10,000 aggregate revenues or expenses threshold



Schedule F: 
Activities Outside the U.S.



 
Grants to foreign organizations/governments



 
Report if any single entity receives > $5,000
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Schedule F: 
Activities Outside the U.S.



 
Grants to foreign individuals



 
Report if aggregate grants > $5,000
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Schedule G: 
Fundraising & Gaming Activities

New and detailed questions
Three separate and distinct sections:


 
Professional fundraising



 
Special events



 
Gaming activities
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Schedule G: 
Fundraising & Gaming Activities: Professional 

Fundraising

© 200934

• Report if nonprofit pays > $15,000 for professional help



Schedule G: 
Fundraising & Gaming Activities:  Special Events  
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Schedule G: 
Fundraising & Gaming Activities:  Gaming
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•This includes bingo, pull-tabs, raffles
•Texas has strict rules on gambling/gaming activities



Schedule H: 
Hospitals



 
Previous form did not require detailed reporting of 
community benefit activities or activities that serve 
the public



 
Part I contains questions regarding community benefit 
activities



 
Parts I, II, III, IV and VI are optional for 2008



 
Most complicated new schedule in revised Form 990
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Schedule H: 
Hospitals
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Schedule H: 
Hospitals
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Schedule H: 
Hospitals
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Schedule H: 
Hospitals
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Schedule I: 
Grants and Other Assistance


 
Information formerly reported on unstructured 
attachments are shown on this new schedule



 
Filing threshold is > $5,000 


 

To any single entity for grants to US governments or US 
organizations and



 

In aggregate for grants to US individuals



 
Foreign grants reported on Schedule F
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Schedule I: 
Grants and Other Assistance
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Schedule I: 
Grants and Other Assistance
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Schedule K: 
Tax-Exempt Bonds



 
Significant noncompliance issues with recordkeeping 
and record retention led to this new Schedule K



 
Includes questions on use of proceeds to identify 
whether the organization is trying to circumvent 
arbitrage rebate requirements



 
Has detailed questions regarding private business use


 

Leases


 

Partnerships


 

Management contracts 
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Schedule L: 
Transactions with Interested Persons



 
Consolidates reporting of transactions with insiders 
into single schedule



 
Report loans to and from interested persons



 
Report non-loan transactions, including excess 
benefit transactions (§§501(c)(3)/(4)s only), grants, 
and business transactions, such as sales, joint 
ventures, management contracts



 
Requests information on transactions not previously 
reported



 
Instructions define “interested” persons
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Schedule M: 
Non-Cash Contributions



 
Imposes new reporting requirements for non-cash 
contributions of specific categories, including:


 

Art


 

Books and publications (quantity information not required)


 

Clothing and household goods (quantity information not required)


 

Cars and other vehicles


 

Securities


 

Conservation easements


 

Real estate



 
Reporting threshold is $25,000 in aggregate revenues 
from non-cash items or receipt of any work of art, 
historical treasure or artifact, scientific specimen or 
archaeological artifact
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Schedule M: 
Non-Cash Contributions
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Schedule N: 
Liquidation, Termination, Dissolution, or Significant Disposition of Assets



 
Intended to help ensure assets continue to be used for 
exempt purposes
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Schedule O: 
Supplemental Information



 
Electronic filers complained about inability to provide 
additional information



 
Provides 2 pages to answer questions or provide 
additional information not required by the Form



 
You may provide as many continuation pages (Page 2 
of Schedule O) as needed



 
Must file if you file Schedules G, K, L or R



 
2008 e-file program will continue to limit attachment of 
PDF files
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Schedule R: 
Related Organizations and Unrelated Partnerships



 
New reporting requirements on information about joint 
ventures and investments in for-profit organizations that 
are not controlled by the organization



 
Requires information about transfers to and from non- 
charitable exempt organizations



 
Increase transparency about organizational structures 
where there are tax compliance concerns



 
Allows IRS to track charitable assets
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Schedule R: 
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Governance Questions


 
Document Retention Policy


 
Ensures that records are adequately protected and 
maintained



 
Identifies proper time to discard records that are no 
longer needed



 
Separates retention guidelines by record categories, 
including:


 

Employment  and employee benefit plan records 


 

Key agreements


 

Real estate records


 

Intellectual property records and 


 

Tax records
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Governance Questions


 

Protects directors under the 
prudent investor rule



 

Clearly states investment 
goals and objectives



 

Defines & assigns duties


 

Offers guidance & 
limitations



 

Establishes basis for 
evaluating investment 
results



 

Sets asset allocations



 

Describes asset quality


 

Includes investment 
philosophy



 

Delegates duties to 
investment committee or 
professional manager



 

Specifies reporting 
requirements



 

Identifies investments which 
are restricted from mission 
and tax perspective

54

Investment Policy
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Governance Questions
Gift Acceptance Policy


 
Causes nonprofit to focus on types of assets that are 
acceptable gifts



 
Specifies nonprofit’s or development staff’s role in 
administering a gift



 
Helps prevent nonprofit from accepting bad gifts



 
Educates board and staff about issues that certain 
gifts might trigger



 
Develops better gift planning and administration
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Governance Questions
Whistleblower Policy


 
Encourages staff and volunteers to come forward 
with credible information on illegal practices or 
violations of adopted policies of nonprofit



 
Specifies that nonprofit will protect the individual 
from retaliation



 
Identifies those staff or board members or outside 
parties (which may be needed for smaller 
nonprofits) to whom such information can be 
reported 
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Governance Questions
Disinterested Board Members must


 
Not be compensated as officer or employee of 
nonprofit or its affiliates



 
Cannot receive total compensation or other 
payments exceeding $10,000 from nonprofit or its 
affiliates other than expense reimbursement and 
payment for services rendered as board member



 
Cannot be involved in a transaction that is 
reportable on Schedule L
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Governance Questions
Disinterested Board Members include a member


 
Who donates to the nonprofit



 
Who has taken a bona fide vow of poverty and either


 

Receives compensation from a religious order or apostolic 
organization or



 

Belongs to a religious order that receives nontaxable 
sponsorship payments



 
Who receives financial benefits from the nonprofit 
solely as being a member of the nonprofit’s charitable 
class
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Conclusion:  

QUESTIONS??????????
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