


Management Companies
1| (Line 3)

* Delegation of Insider’s duties

+ Examples of “managerial decision making”
— hiring, firing or supervising personnel
— budgeting or financial operations

— supervising activities

Changes to Organizational
Documents (Line 4)

+ Articles of incorporation, articles of
organization, trust agreement or equivalent

+ Bylaws, operating agreement or equivalent
+ Significant changes only

Material Diversion of Assets
(Line 5)

+ Disclosure relates to tax year when discovered
* Material = the lesser of:

—$250,000

— 5% of gross receipts

— 5% of total assets

* Describe embezzlement/theft and corrective
action




Members (corporate or LLC) /
| Stockholders/ Joint Venturers (Lines 6

* Applicable?
e Power to elect directors

* Approval rights

(Note: NC nonprofits have no stockholders)

Contemporaneous Minutes of
Meetings (Lines 8a-b)

» Board of directors

+ Committees with board delegated authority

+ Contemporaneous — the later of:
— next meeting

— 60 days after the meeting

Local Chapters, Branches and
Affiliates (Lines 9a-b)

+ Legal authority to exercise supervision and
control

+ Written policies and procedures




Form 990 Review (Line 10)

+ Provide final copy to board of directors before
filing

* Opportunity for review by directors or
management
— Who
— When
— Extent

* Include schedules

Mail to Insiders (Line 11)

» Disclose names and addresses if can’t be
reached at filer’s mailing address

Written Conflict of Interest
Policy (Lines 12a-c)

* Scope of policy:
— define conflict of interest
— identify covered persons
— facilitate disclosure
— specify procedures to manage conflicts
+ Advance disclosure of potential conflicts by
Insiders

* Monitor and enforce compliance
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| Conflict of Interest (cont.)

|

» Financial transactions between the filer and its
Insiders

+ Also Insiders’ family and “closely associated”
businesses

* Materiality threshold unclear

- Written Whistleblower Policy
(Line 13)

Credible information

legal practices or violations of policy
* No retaliation

+ Compliance officer

| Written Document Retention and
|| Destruction Policy (Line 14)

* Maintain
+ Document
* When to cease destruction
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Executive Compensation
(Lines 15a-b)

+ Section 4958 Safe Harbor Compliance

— Review and approval by independent persons
(governing body or compensation committee)

— Comparability data

— Contemporaneous documentation

* Scope

— Top management official

— Officers

— Key Employees

Joint Ventures with Taxable
Entities (Line 16a-b)

* Covered activities:
— investments
— contribution of assets
— other participation
* Disregarded arrangements:
1) 95%+ income is UBTIL, and

2) primary purpose = income production/asset
appreciation

* Written policy or procedure re protection of tax-exempt
status and policy implementation

| State Copies of Form 990
(Line 17)

+ List states that receive copy of Form 990
* State income/franchise tax (generally not NC)

« State solicitation license renewals
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Public disclosure requirements
(Lines 18 and 19)

* Form 1023/1024 (unless pre-1987)

* Forms 990 and, for charities, 990-T (3 years)
* Governing documents

+ Conflict of interest policy

* Financial Statements

* How? Website? Upon request? Inspection
only?

Location of books and records

+ Name

. Physical address (or filer’s office, if residence)
* Phone number

Schedule O — Narrative
|| Information

+ All responses deviating from IRS standards
(Part VI, Section A)

* Form 990 review

* Name and address of insiders not reachable at
filer’s address

+ Conflict of interest policy compliance
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Schedule O — Narrative
Information (cont.)

+ Executive compensation approval
+ Public disclosure of:

— governing documents

— conflict of interest policy

— financial statements

Annual Tax Filing Requirements

Federal:

e IRS Form 990 (annual information return)

e IRS Form 990-T (unrelated business income tax)

State:

» “State Copy” of IRS Form 990 (generally not
required)

e NC Form CD-405 (unrelated business income tax)

e NC Forms E-585 and E-585M (sales and use tax
refund)

Solicitation Licensing

¢ Required by 38 states, including North Carolina, and the
District of Columbia

¢ Exemption in North Carolina if annually raise less than
$25,000 and do not compensate officers, directors or
professional fundraisers

¢ Other exemptions for certain religious institutions, schools,
hospitals and hospital foundations

¢ North Carolina Secretary of State Licensing Division
(http://www.secretary.state.nc.us/csl/Licensing.aspx)
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Internet Solicitation
and Licensing

* Charleston Principles (ronbinding policy statement of
the National Association of State Charity Officials)

* Recommend licensing when (1) solicit contributions
on website and regularly receive contributions from a
particular state on a basis or (2) send email
solicitations to individuals residing within that state

Unified Registration Statement
(www.multistatefiling.org)

Solicitation Disclosures

* Name of organization
* Address of organization
* Purposes for which contributions will be used

Solicitation Disclosures (cont.)

“Financial information about this organization and a
copy of its license are available from the State
Solicitation Licensing Section at (919) 807-2214.
The license is not an endorsement by the State.”

— This statement must be in at least nine-point type
and be made conspicuous by being in bold,
underlined or otherwise set apart from the other
text

15



Solicitation Disclosures (cont.)

“The amount of the contribution which is
deductible for federal income tax purposes is
limited to the excess over the value of the
goods or services provided by [insert full name

of organization]. The tax-deductible portion of
your giftis $

— When solicit contributions of $75 or more for
which valuable benefits are provided

Solicitation Disclosures (cont.)

* Optional: “[insert full name of organization] is
qualified as a charitable organization under Section
501(c)(3) of the Internal Revenue Code.
Contributions to [insert name of organization] are
tax-deductible to the extent permitted by law.”

— It is important not fo state that contributions are
“fully” deductible as various federal and state
rules may limit individual donors’ ability to claim
a deduction

Solicitation Acknowledgement

* Acknowledgement required when:
— for all gifts of $250+, and

— receive gifts of $75+ for which you provide
valuable goods or services

* Best practice to send contemporaneous written
acknowledgment of each and every gift
received
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Solicitation Acknowledgement
(cont.)

o All acknowledgements must include the following
statement: “Financial information about this
organization and a copy of its license are available
from the State Solicitation Licensing Section at (919)
807-2214. The license is not an endorsement by the
State.”

— This statement must be in at least nine-point type and be
made conspicuous by being in bold, underlined or
otherwise set apart from the other text

Solicitation Acknowledgement
(cont.)

+ Lay groundwork for next gift with update on
charitable activities and sincere expression of
gratitude

Acknowledgment of Gifts of $250+

*  “Qualifying contemporaneous written substantiation” should include the
following:

o

Name and Address of Donor:
Name and Address of Donee:
Description of Contribution: ~ Cash Contribution:

Charitable Portion:
Description of Personal or Real Property Contributed: [do not provide
valuation]
Date Donee Received Contribution:
[Description and Good Faith Estimate of Value of Goods or Services Provided
to Donor in Consideration of the Contribution:] or [Insert the following
statement: “The estimated value of the item given is insubstantial, and the full
amount of the donor’s gift is tax-deductible to the extent permitted by law.”]
Signature (optional); Name and Title of Representative of Donee
Date of Acknowledgment:

o o

o

o

o

o o
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Acknowledgment of Gifts of $250+
(cont.)

* Donor must receive acknowledgement on or before
the donor’s tax filing deadline for the calendar year in
which the contribution is made

» $250 threshold includes the deductible and
nondeductible portions of the contribution

» Multiple gifts of less than $250 made in a single
taxable year by the same donor are not aggregated for
purposes of this rule (but best practice to
acknowledge all gifts)

Acknowledgment of “Quid Pro Quo” Gifts
of $75+

* Good faith estimate of the value of the goods
or services provided to the donor by the
organization

o Required to include value of items donated to the
organization

Acknowledgment of “Quid Pro Quo” Gifts
of $75+ (cont.)

* Not required to deduct value of certain items: (1) the
fair market value of the benefit provided to the donor
is not more than 2% of the total amount of the gift, or
$95.00, whichever is less, or (2) the amount
contributed is $47.50 or more and the only benefits
received in connection with the gift are token items
that bear the organization’s logo and have an
aggregate value of less than $9.50

o These amounts are adjusted annually for inflation; the
amounts included here are for the year 2009

o May disregard value of items donated to the organization
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Charitable Raffles in North Carolina

Only two raftles per twelve-month period

— But, local affiliates each may have two raffles

FMV of all prizes may not exceed $125,000

— Except real estate with an appraised value up to $500,000
90% of the net proceeds must be used for charitable
purposes
No proceeds may be used to pay any person to
conduct the raffle or to rent a building where the
raffle is conducted

Charitable Solicitation:
Special Concerns for New Organizations

Applications for tax-exempt status filed within 27
months of the organization’s formation qualify for
retroactive determination; accordingly, some donors
will make contributions in the interim

Many corporate and private foundations will not
make gifts prior to receipt of the determination letter;
may use fiscal sponsor to receive gifts in the interim

Temporary solicitation license may be issued to “non
tax exempt entities”

Updates

North Carolina Secretary of State

Principal office
Registered office
Registered agent

No annual report required
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Questions? Comments?

Dianne Chipps Bailey

Robinson; Bradshaw & Hinson, PiA:

101 N. Tryon Street
Suite 1900
Charlotte, North Carolina 28246
704-377-8323 (Phone)
J04-373:3923 (Fax)
dbaileyi@rbh.com

ROBINSON BRADSHAW 3 HINSON
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