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Numerics

501(c)(3) organization
adverse determination, 83-85
political activity limitations, 24
tax-exempt application, 51-52, 79-83
tax-exempt organizations list, 69-79

501(d) organization, 77

501(e) organization, 77

501(f) organization, 78

501(k) organization, 78

501(n) organization, 78

521(a) organization, 78

527 organization, 78

9/11 disaster, 35-36
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abbreviation, 62

Abramoff, Jack (lobbyist), 40

accountability
compensation governance, 98
for-profit versus nonprofit group, 15
Sarbanes-Oxley objectives, 184
Sarbanes-Oxley provisions, 186
volunteer taxes, 99-100

accountable plan, 99-100

accountant, 144

accounting, 187, 196

accounting firm, independent
approved services, 147-148
overview, 142-143
Sarbanes-Oxley provisions, 197

Ace Hardware (cooperative), 178

ad hoc committee, 136

address, 62

adjournment, 67

adjusted gross income, 42

adverse determination, 57, 58, 83-85

advertising, 252-253

affiliation, 145

agenda, meeting, 67
agricultural marketing cooperative, 170
agricultural organization, 51, 71
airplane, 213
Alabama, 263
Alaska, 263
Alliance for Children & Families, 49
American Cancer Society, 49, 244
American Red Cross (nonprofit
organization)
bylaw examples, 64
recent missteps, 18, 35-36, 132
annuity, 29-31
antique property, 212
apostolic association, 77
Application for Employer Identification
Number (Form SS-4), 55, 80
Application for Recognition of Exemption
(Form 1023 or 1024), 54, 80
appraisal, 209-210, 212
Arizona, 263
Arkansas, 263
arm’s length offer, 207
art, 212
articles of incorporation
cooperative formation, 174
Model Nonprofit Corporation Act
provisions, 289-294, 297
nonprofit incorporation, 62-63
tax-exempt application, 80
tax-exempt revocation, 244
articles of organization, 60
asset
Form 990 detail, 114, 115
Model Nonprofit Corporation Act
provisions, 302-303
self-dealing, 160
test, 157
audit
board function, 120
definition, 142
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audit (continued)
executive salaries, 37
increase in, 36
IRS review, 222-226
recent IRS actions, 34, 36
Sarbanes-Oxley general provisions,
133, 184-185
Sarbanes-Oxley nonprofit provisions,
190, 191-192
state-IRS information sharing, 25
audit committee
CEO/CFO certifications, 148-149
charter, 144
complaints, 148
functions, 139, 142
independent accounting firm,
142-143, 147-148
interaction with management, 144-145
legal issues, 150
membership guidelines, 145-146
overview, 141
questions to evaluate board
membership, 237
rotating audit partners, 149, 185
sample report, 261-262
Sarbanes-Oxley general provisions,
133, 141, 147-150, 185
Sarbanes-Oxley nonprofit provisions,
189, 191
standards, 143
automatic excess benefit transaction
rule, 96
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backdated status, 57-58

balance of funds, 115

balance sheet, 56

bankruptcy, 38

basis, 43-44

beneficiary, 61, 121

benevolent life insurance association,
51,73

Bill and Melinda Gates Foundation, 155

black lung benefit trust, 75

blood donation, 42

board meeting
director’s duties, 122, 124
guidelines, 66—68
Model Nonprofit Corporation Act
provisions, 277-278
questions to evaluate board
membership, 241
Sarbanes-Oxley provisions, 133
board-meeting minutes
committee meetings, 138
compensation documentation, 92-93
director’s duty of care, 123
director’s rights, 129
overview, 67-68
board of directors. See also director
charitable investment regulation, 31-32
compensation committee tasks, 87-90
compensation governance, 98
diversity of members, 64
election, 119
evaluation questions, 235-242
Form 990 detail, 114
function, 118, 120
governance, 119-120
IRS compensation guidelines, 91
legal obligations, 120-121
member recruitment, 64-65, 235-242
mission statement creation, 50
Model Nonprofit Corporation Act
provisions, 278-283
overview, 117-118
private foundations, 162-163
Sarbanes-Oxley changes, 131-134, 196
board of trade, 71
BoardSource (Web site), 233
boat, 213
bonus, 187
book donation, 41, 212
bookkeeping
director’s rights, 129
Form 990 errors, 110, 223
IRS audit, 223-224
new legislation, 19
questions to evaluate board
membership, 238
Sarbanes-Oxley provisions, 185
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Brand, Myles (NCAA president), 204
budget

board function, 120

questions to evaluate board

membership, 239

salary issues, 89
Buffet, Warren (charitable donor), 155
bulk purchase, 166
business income, unrelated

criteria, 201-202, 203

definition, 13

exceptions, 202-203

Form 990, 104, 107-108

overview, 201

PPA provisions, 42

reporting requirements, 204-205
business judgment rule, 122, 128-129, 177
business league, 51, 71
bylaw

board election, 119

committee formation, 136

cooperative formation, 174

definition, 12

examples, 257-259

incorporation process, 63-64

Model Nonprofit Corporation Act

provisions, 295-297
tax-exempt status application, 55
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California, 264

call to order, 67

capital gains tax, 30

capital stock, 74

car, donation of, 213

care, duty of, 122-123

Carnegie Foundation, 158

cash contribution, 214

cemetery company, 52, 73-74

CEO/CFO. See chief executive/financial
officer

certificate of incorporation, 11

chamber of commerce, 51, 71

chapter, 72

Chapter 11 bankruptcy, 38

Charitable Gift Annuities Model Act, 31
charitable investment, 31-32
charitable risk pool, 78
charitable trust, 245
charter, 11-12, 144
chief executive/financial officer (CEO/CFO)
audit committee, 148-149
Sarbanes-Oxley provisions,
186, 187, 190, 192, 197
selection, 120
typical day, 127
child care organization, 78
church, 245
civic league, 70
closed membership, 171
clothing donation, 212, 214
collections, 212
Colorado, 264
committee. See also specific types
basic structures, 135-136
formation, 136-138
overview, 135
questions to evaluate board membership,
237-238
types, 138-140
common law, 121-125
common treasury, 77
communication
audit committee regulations, 147
audit committee standards, 143
director’s rights, 129
IRS interaction, 217-226, 224
community
function, 11
nonprofit’s impact, 49
public charity versus private
foundation, 156
relations and outreach committee, 238
treasury, 77
Community Career Center (Web site), 233
CompassPoint (Web site), 232
compensation
audit committee membership, 145
board function, 120
consultants, 88
Enron problems, 182
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compensation (continued)
excessive salaries, 37-38, 95-97, 98
Form 990 detail, 115
governance issues, 97-99
IRS guidelines, 91-93
overview, 87
package creation, 93-97
PPA provisions, 96
questions to evaluate board
membership, 239
recent scrutiny, 16
Sarbanes-Oxley provisions,
132, 133, 187, 196
self-dealing, 160
tax exemption revocation, 245-246, 248
compensation committee
board responsibilities, 133
duties, 87-90
IRS guidelines, 92
overview, 140
compliance check, 97, 220
condominium cooperative, 168
confidentiality, 124, 252
conflict of interest
audit committee membership, 145
compensation regulation, 91, 93
director’s duties, 123-124
Sarbanes-Oxley provisions,
184-185, 187, 193
trustee’s duties, 128
conformed copy, 55, 81
Connecticut, 264
consulting service, 191
consumer cooperative, 168
cooperative. See also specific types
categories, 167-171
common issues, 177
versus corporation, 175-176
definition, 166
famous examples, 178
formation, 173-174
function, 166-167
history, 167
member criteria, 171-172
overview, 61, 165
tax benefits, 172-173
typical operations, 176

cooperative telephone company, 51
corporate governance guidelines, 133
corporation
versus cooperative, 175-176
incorporation process, 62-64
overview, 59
Council of Better Business Bureaus’
Philanthropic Advisory Service, 32
Council on Foundations, 163
county/municipality nonprofit
regulations, 32
credit union, 52, 74
crop cooperative, 74
Cumulative List of Organizations (Internal
Revenue Service), 54
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David and Minnie Meyerson
Foundation, 157
debt, 115
declaratory judgment, 85
deduction, tax
donations, 12
notable nonprofit missteps, 38-39
political activity limitations, 24
private foundation versus public
charity, 53
property donations, 210, 212-213
qualified appraisals, 210
versus tax exemption, 52-53
Delaware, 264
determination letter
request, 221-222
tax-exempt application, 57, 80, 81, 83
tax-exempt documentation, 53
direct mail, 23
director. See also board of directors
definition, 117
function, 118, 121-128
lawsuits against boards, 121
Model Nonprofit Corporation Act
provisions, 283-285
overview, 121

questions to evaluate board membership,

236-237, 240-241
rights, 128-129
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Sarbanes-Oxley provisions, 131-134
state regulation, 25
DIRECTYV (television company), 169
disclosure committee, 196
disqualified person, 160
dissention, 129
dissolution provision, 63, 304-315
distributing funds
compensation governance, 98
cooperative tax, 172-173
corporation versus cooperative, 175
Model Nonprofit Corporation Act
provisions, 304
notable nonprofit missteps, 36-37
private foundation creation, 159
private foundation versus public
charity, 153
distribution cooperative, 166
District of Columbia, 264
document shredding
board duties, 131
Enron problems, 183
Sarbanes-Oxley major provisions,
188, 193
documentation
director’s duty of care, 123
Enron problems, 183
Form 990 errors, 110
IRS audit, 223-224, 225
IRS salary guidelines, 91, 92-93
notable nonprofit missteps, 39-40
overview, 11-12
PPA provisions, 42-43
questions to evaluate board
membership, 238
Sarbanes-Oxley provisions, 131, 188, 193
tax-exempt status, 53-54, 55-56, 81
domestic fraternal society, 73
donation. See also specific types
for-profit versus nonprofit group, 15
notable nonprofit missteps, 35-36
PPA incentives, 41-42
PPA provisions, 213-215
private foundation versus public
charity, 53
tax deduction, 12

tax exemption revocation, 246-247
valuation, 205-213
donor
definition, 11
lawsuits against boards, 121
overvalued donations, 211-213
political activity limitations, 24
donor-advised funds, 96
due diligence, 93
duty of care, 122-123
duty of loyalty, 123-124
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earned income, 200
easement, 43, 215
education, nonprofit, 218
educational organization, 70, 78
election law, 23-24
electric cooperative, 168-169, 177
emeritus status, 119
employee
association, 70
benefit plan, 61, 76, 94, 128
employment contract, 95
firing policy, 125
identification number, 55, 80
salary determination, 88
employees, hiring
audit committees, 139
board’s duties, 125
compensation package, 93-97
employer withdrawal liability payment
funds, 76
Employer’s Supplemental Tax Guide,
Supplement to Circular E (IRS
Publication 15-A), 240
employment contract, 95
employment tax, 100
endowment test, 157
Enron (bankrupt company)
major problems, 182-183
Sarbanes-Oxley changes, 130, 131
environmental conservation, 42
equity credit, 172
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ethics
Model Nonprofit Corporation Act
provisions, 279-283
Sarbanes-Oxley provisions, 193
ex officio member, 119
excess benefit transaction, 96-97
excise tax, 42, 98
executive committee, 138
Executive Order 13224, 247
exempt function, 78
expenditure
compensation package, 93-94, 96
Form 990 detail, 112, 115
notable nonprofit missteps, 39
private foundation creation, 161
questions to evaluate board
membership, 239
volunteer tax issues, 99
extension, Form 990, 106

ofFe

facade easement, 43, 215

fair market value, 206, 209
faith-based organization, 70, 77, 105
family foundation, 154

farmer, 42, 78

Federal Emergency Management Agency

(FEMA), 36-37
federally organized corporation, 70
financial cooperative, 171
financial expert, 146, 191
financial statement
Enron problems, 183
notable nonprofit missteps, 35
tax-exempt status application, 56, 81
firing employees, 125
501(c)(3) organization
adverse determination, 83-85
political activity limitations, 24
tax-exempt application, 51-52, 79-83
tax-exempt organizations list, 69-79
501(d) organization, 77
501(e) organization, 77
501(f) organization, 78
501(k) organization, 78
501(n) organization, 78

521(a) organization, 78
527 organization, 78
Florida, 265
food donation, 41
Ford Foundation, 155
foreign corporation, 62, 316-323
Form 8718 (User for Exempt Organization
Determination Letter Request), 55
Form 8283, 210, 212
Form 990
common errors, 109-110
compensation package, 95
detail, 112-116
groups required/not required to file,
104-105
IRS audit, 223
overview, 55, 103-104
public inspection, 110-112
recent changes, 17
salary comparisons, 90

Sarbanes-Oxley nonprofit provisions, 192

small nonprofits, 19
soft contacts, 220
state statutes, 108-109
tax exemption revocation, 247
types, 106-108
Form 990-EZ, 106-107, 115-116
Form 990-PF, 107, 161-162
Form 990-T, 107-108, 204-205
Form SS-4 (Application for Employer
Identification Number), 55, 80
Form 1099, 95
Form 1023 or 1024 (Application for
Recognition of Exemption), 54, 80
for-profit business, 14-15, 92
foundation. See also specific types
board of directors, 162-163
characteristics, 154
creation, 159-162
Form 990 filing, 104
IRS view, 22
nepotism, 236
overview, 12, 153
versus public charity, 53, 153, 155-156
rationale, 153-154
recent IRS audits, 34
tax deductions, 53
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termination, 163
types, 156-159
fractional interest, 214-215
fraternal beneficiary society, 72
fraud
Sarbanes-Oxley provisions, 186, 188
state regulation, 26, 29
USPS regulation, 23
fringe benefits, 94, 248
fundraising activity
board of directors recruitment, 65
director’s duties, 126
overview, 12
public charity versus private
foundation, 156
watchdog agencies, 32
funds distribution
compensation governance, 98
cooperative tax, 172-173
corporation versus cooperative, 175
Model Nonprofit Corporation Act
provisions, 304
notable nonprofit missteps, 36-37
private foundation creation, 159
private foundation versus public
charity, 153
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Generally Accepted Accounting Principles
(GAAP), 144
Generally Accepted Auditing Standards
(GAAS), 144
Georgia, 265
gift annuity, 30
goal setting
for-profit versus nonprofit group, 15
notable nonprofit missteps, 40
Sarbanes-Oxley implementation, 194
good cause, 106
governance
board functions, 119-120
committee, 196
compensation issues, 97-99
Sarbanes-Oxley standards,
20, 133-134, 189
state regulation, 25, 26

government corporation, 105
government program, 12
grant-making foundation, 153, 158-159
Grassley, Charles (senator)

IRS scrutiny, 16, 17

Red Cross controversy, 18, 36

tax deduction reforms, 38
gross income, 204
group legal service plan, 52, 75
Guidestar (nonprofit organization),

111-112, 229-230
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Hatch, Michael A. (Massachusetts attorney
general), 37

Hawaii, 265
health

cooperative, 169

insurance, 52, 76, 78
healthcare industry, 37
HealthPartners, Inc. (nonprofit

company), 37

hiring employees

audit committees, 139

board’s duties, 125

compensation package, 93-97
history, 22, 43, 167, 219
honorary member, 119
horticultural organization, 51, 71
hospital, 16, 77
household goods, 212, 214
housing cooperative, 168, 176
Hurricane Katrina, 36-37

o]e
Idaho, 265
illegal activity
director’s duties, 125
Sarbanes-Oxley provisions,
130-134, 186, 188
state regulation, 26, 29
USPS regulation, 23
Illinois, 265
income tax. See tax
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income test, 157-158, 201-202
incorporation process, 62-64
indemnified member, 125, 285-289
independent accounting firm
approved services, 147-148
overview, 142-143
Sarbanes-Oxley provisions, 197
independent director, 131-132
Indiana, 266
Individual retirement account (IRA), 41
information return, 103
inspection, public
Form 990, 104, 110-111
tax-exempt application, 56-57, 82
intellectual property, 57
intermediate sanction, 98
internal controls
audit committee functions, 139, 146
Sarbanes-Oxley provisions,
188, 192, 197-198
Internal Revenue Service (IRS). See also
specific tax forms
adverse determination, 83-85
audit increases, 36
audit tips, 222-226
communication tips, 217-226
Cumulative List of Organizations, 54
definition, 1
Employer’s Supplemental Tax Guide,
Supplement to Circular E, 240
history, 219
information sharing with states, 25
overview, 21-23
recent legislation, 15-20, 34
revocation of tax-exempt status, 18-19
salary guidelines, 91-93
Tax Exempt Status for Your
Organization, 59
Tax on Unrelated Business Income of
Exempt Organizations, 203
tax-exempt application, 50-59, 79-83
unrelated business income criteria,
201-202
unrelated business income reporting,
204-205
international law, 31
International Trademark Association, 64

Internet Nonprofit Center, 230-231

Internet Resources for Nonprofits (Web
site), 233

interview, 250

investment, 31-32

investment committee, 140

Iowa, 266

IRA (individual retirement account), 41

IRS. See Internal Revenue Service

issuer, 185
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jewelry, 212
judgment, 122
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Kansas, 266
Kentucky, 266

o/ o

labor organization, 51, 71
Land O’Lakes (cooperative), 178
lease, 160
legal issues
audit committees, 150
board’s obligations, 120-121
cooperative membership, 171
cooperative versus corporation, 175
directors’ duties, 121-125, 126
IRS soft contacts, 221
negative effects of lawsuits, 34
questions to evaluate board
membership, 242
legal service plan, 52, 75
legislative action, 15-20, 33-34. See also
specific laws
Letter of Determination
request, 221-222
tax-exempt application, 57, 80, 81, 83
tax-exempt documentation, 53
liability insurance, 94
Liberty-Ellis Island Foundation, 39-40
life member, 119



limited liability company (LLC), 60
loan, 94, 132, 160

lobbying, 40-41, 114

local associations of employees, 70
location, organization, 49, 90
lodge, 72

Louisiana, 266

loyalty, duty of, 123-124
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Maine, 267
management, nonprofit
audit committee’s tasks, 139, 144-145
director’s duties, 125-126
director’s rights, 129
Enron problems, 183
for-profit versus nonprofit group, 15
Sarbanes-Oxley objectives, 184
Sarbanes-Oxley provisions, 186
margin, 167, 172, 173
market conditions, 207, 208
marketing cooperative, 166, 170
Maryland, 267
Massachusetts, 267
material weakness, 188
media, 126, 249-253
Medicare tax, 240
meeting
committee members, 137-138
IRS audit, 225-226
meeting, board
director’s duties, 122, 124
guidelines, 66-68
Model Nonprofit Corporation Act
provisions, 277-278
questions to evaluate board
membership, 241
Sarbanes-Oxley provisions, 133
merger, 297-302
Meyerson Foundation, 157
Michigan, 267
Minnesota, 267
minutes, meeting
committee meetings, 138
compensation documentation, 92-93

director’s duty of care, 123
director’s rights, 129
overview, 67-68
mission
definition, 10
director’s duties, 125
for-profit versus nonprofit group, 15
overview, 47
salary comparisons, 90
tax-exempt status reapplication, 58
mission statement
board function, 120
components, 48-49
definition, 11, 47
models, 49
overview, 47-48
rationale, 48
writing guidelines, 50
missionary organization, 105
Mississippi, 268
Missouri, 268
model act
overview, 26-27
types, 27-32
Model Charitable Solicitations Act, 28-29
Model Nonprofit Corporation Act
articles of incorporation, 289-294, 297
board of directors, 277-285
bylaws, 295-297
dissolution provisions, 304-315
distributions, 304
foreign corporations, 316-323
indemnification, 285-289
mergers, 297-302
organization provisions, 275-277
overview, 26, 27
participating states, 27-28
sale of assets, 302-303
Montana, 268
Musculoskeletal Transplant Foundation, 17
museum, 203
mutual benefit organization, 51
mutual ditch or irrigation company, 51, 73
mutual insurance company, 52, 74
mutual reserve, 52
mutual telephone company, 51
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name, organization, 18, 62
National Association of Attorneys General
(NAAQG), 28
National Association of Insurance
Commissioners, 31
National Association of Investors
Corporation, 17
National Association of State Charity
Officials (NASCO), 28, 232
National Collegiate Athletic Association
(NCAA), 204
National Cooperative Finance
Corporation, 171
National Rural Electric Cooperative
Association, 169
National Rural Telecommunications
Cooperative (NRTC), 169
National Telephone Cooperative
Association, 169
NCNA (Web site), 233
Nebraska, 268
nepotism, 236
net assets, 115
Nevada, 268
New Hampshire, 269
New Jersey, 269
New Mexico, 269
New York, 269
New York Stock Exchange (NYSE), 37
news item, 252-253
9/11 disaster, 35-36
nominating committee, 138-139, 196
non-accountable plan, 100
noncompliance, 218
nonexempt activity, 243-244
non-government organization (NGO), 31
Nonprofit @ Adobe (Web site), 233
Nonprofit Academic Centers Council (Web
site), 233
Nonprofit Guides (Web site), 233
Nonprofit Integrity Act, 34
nonprofit regulation. See also specific laws
county and municipality
considerations, 32
IRS considerations, 21-23
notable nonprofit missteps, 35

political activity limitations, 23-24
Postal Service considerations, 23
state government considerations,
24-32, 34
nonprofit sector
characteristics, 10-14
versus for-profit sector, 14-15
membership, 1, 9, 10
types of nonprofits, 59-61
North Carolina, 269
North Dakota, 270
Northumberland Big Sisters Big
Brothers, 49
notice, meeting, 66-67
NRTC (National Rural Telecommunications
Cooperative), 169
NYSE (New York Stock Exchange), 37

o () o

Ocean Spray (cooperative), 178

Office of Management and Budget Circular
No. A-133, 142

officer salary. See compensation

Ohio, 270

Oklahoma, 270

OMB Watch (Web site), 233

operating agreement, 60

Operation Rescue West (ORW), 245

operational test, 72

Opportunity Knocks (Web site), 233

Oregon, 270

organizational test, 72

Orton Foundation, 17
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PAC (political action committee), 79

painting, 212

partnership, 60, 245

patron, 166

patronage dividend, 165, 172

payroll tax, 239-240

Pennsylvania, 271

Pension Protection Act (PPA)
compensation limits, 96, 97
documentation, 42-43
donor gifts, 213-215



incentives, 41-42
loopholes, 43-44
overview, 33, 41, 213
provisions, 18-20, 41-44
tax exemptions, 42
pension trust, 75
People for the Ethical Treatment of
Animals (PETA), 244
performance evaluation, 88, 134
personal property, 214
philanthropy, 22
PipeVine (nonprofit company), 39
planned giving, 31
point person, 224-225
political action committee (PAC), 79
political activity
exemption revocation, 244-245
nonprofit limitations, 14, 23-24
political organization, 78-79
PPA. See Pension Protection Act (PPA)
PR (public relations) professional, 251
press release, 251
prior gift, 128
privacy, 154
private foundation
board of directors, 162-163
characteristics, 154
creation, 159-162
Form 990 filing, 104
IRS view, 22
nepotism, 236
overview, 12, 153
versus public charity, 53, 153, 155-156
rationale, 153-154
recent IRS audits, 34
tax deductions, 53
termination, 163
types, 156-159
private letter ruling, 222
private non-operating foundation, 153, 159
private operating foundation, 156-158
programming committee, 237
progressive tax, 205
property donation
PPA incentives, 213-215
PPA provisions, 42, 43
valuation, 205-213

property sale, 160
public
benefit organization, 51
confidence in nonprofits, 34
disclosure of information, 186, 196
public charity
definition, 52
versus private foundation,
53, 153, 155-156
tax deductions, 53
public inspection
Form 990, 104, 110-111
tax-exempt application, 56-57, 82
public relations (PR) professional, 251
Publication 598, IRS (Tax on Unrelated
Business Income of Exempt
Organizations), 203
Publication 15-A, IRS (Employer’s Supple-
mental Tax Guide, Supplement to
Circular E), 240
purchase price, 207
purchasing cooperative, 170

OQ.

qualified appraisal, 210
questionnaire, 134
quorum, 67
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railroad retirement, 77
raise, 140
rancher, 42
REA (Rural Electrification Association), 169
real estate board, 51
reasonable compensation, 91-92
record-keeping
director’s rights, 129
Form 990 errors, 110, 223
IRS audit, 223-224
new legislation, 19
questions to evaluate board
membership, 238
Sarbanes-Oxley provisions, 185
recreational club, 51, 72
registered agent, 63
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registration document, 25
regular meeting, 66

regulation, nonprofit. See also specific laws

county and municipality
considerations, 32
IRS considerations, 21-23
notable nonprofit missteps, 35
political activity limitations, 23-24
Postal Service considerations, 23
state government considerations,
24-32, 34

religious organization, 70, 77, 105

replacement cost, 209

reporting form, 103

reporting requirements
recent scrutiny, 16
Sarbanes-Oxley provisions, 188
unrelated business income, 204-205

resolution, 136

restricted gift, 128

revenue. See also specific types
Form 990 detail, 112, 115
salary comparisons, 89

revocation, tax exemption
notice, 58
PPA provisions, 18-19, 20
reasons, 243-248

Rhode Island, 271

Rochdale Society, 167

Rockefeller Foundation, 155

rural electric cooperative, 169

Rural Electrification Association (REA), 169
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salary
audit committee membership, 145
board function, 120
committee duties, 87-90, 92, 133, 140
consultants, 88
Enron problems, 182
excessive salaries, 37-38, 95-97, 98
Form 990 detail, 115
governance issues, 97-99
IRS guidelines, 91-93
overview, 87

package creation, 93-97
PPA provisions, 96
questions to evaluate board
membership, 239
recent scrutiny, 16
Sarbanes-Oxley provisions,
132, 133, 187, 196
self-dealing, 160
tax exemption revocation, 245-246, 248
Sarbanes-Oxley Act (SOX)
audit policies, 147, 148-150
impact, 193-194
nonprofit governance, 20
objectives, 183-184
overview, 130, 181-182
provisions, 130-134, 141, 184-194
standards implementation, 194
test, 195-198
scholarship trust, 61
school, 105, 203
scope of authority, 126
S-corporation, 43-44
self-dealing
Form 990 detail, 114
PPA provisions, 43
private foundation creation, 159, 160
self-perpetuating organization, 119
selling in bulk, 166
September 11, 2001, attacks, 35-36
settlor, 61
shredding documents
board duties, 131
Enron problems, 183
Sarbanes-Oxley major provisions,
188, 193
sign-off authority, 147
small nonprofit, 19
social club, 51, 72
Social Security tax, 240
social welfare organization, 70
soft contact, 219-221
solicitation
Form 990 statutes, 109
model acts, 28-29
state regulation, 25
South Carolina, 271
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South Dakota, 272

SOX. See Sarbanes-Oxley Act

special committee, 136, 137

special meeting, 66

special purpose entity, 183

Spitzer, Eliot (New York attorney general),

36, 37, 132

staff. See employee

staggered term, 119

stakeholder
for-profit versus nonprofit group, 15
overview, 10-11
Sarbanes-Oxley provisions, 184

standing committee, 136, 137

state attorney, 25

state government
cooperative formation, 173
Form 990 statutes, 108-109
information sharing with IRS, 25
nonprofit regulation, 24-32, 34
private foundation creation, 161-162
recent legislation, 34
regulatory authority listing, 263-274

state institution, 105

statement of value, 212

stock
cooperative formation, 174
corporation versus cooperative, 175-176
crop cooperative, 74
PPA provisions, 43-44

stockholders’ equity, 183

subsidiary organization, 105

Suer, Oral (nonprofit CEO), 39

support staff, 88

support test, 158
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tax
assistance, 218
compensation package, 94, 95
cooperatives, 172-173
foundation termination, 163
history, 219
public charity versus private

foundation, 156

questions to evaluate board membership,
239-240
refunds, 83
state regulation, 25
taxable versus nontaxable income,
199-205
volunteer issues, 99-100
tax deduction
donations, 12
notable nonprofit missteps, 38-39
political activity limitations, 24
private foundation versus public
charity, 53
property donations, 210, 212-213
qualified appraisals, 210
versus tax exemption, 52-53
Tax Exempt and Government Entities
Division (TE/GE)
compliance checks, 97
overview, 22, 218
soft contacts, 220-221
Tax Exempt Status for Your Organization
(Internal Revenue Service), 59
tax exemption
adverse determination, 83-85
articles of incorporation, 63
cooperative membership, 172
eligible nonprofits, 69-79
overview, 12-13
payroll taxes, 240
political activity limitations, 23-24
PPA provisions, 42
rationale, 14
recent scrutiny, 16, 17
versus tax deduction, 52-53
tax-exempt status application,
50-59, 79-83
tax exemption revocation
notice, 58
PPA provisions, 18-19, 20
reasons, 243-248
Tax on Unrelated Business Income of
Exempt Organizations (IRS
Publication 598), 203
Tax Reform Act, 154
Taxes For Dummies (Tyson), 53
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teachers’ retirement fund association, 73
TE/GE. See Tax Exempt and Government
Entities Division
telephone cooperative, 168-169
Tennessee, 272
termination tax, 163
terrorism, 247
Texas, 272
title holding company, 70, 76
trust, 161. See also specific types
trustee
definition, 61
duties, 127-128
state regulation, 25
Tyson, Eric (Taxes For Dummies), 53
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unearned income, 200
unemployment trust, 74
Uniform Management of Institutional Funds
Act, 32
Uniform Principal and Income Act, 32
Uniform Prudent Investor Act, 31
Uniform Trust Act, 32
Uniform Unincorporated Nonprofit
Association Act (UUNAA), 29, 60
unincorporated association, 60-61
United Way (nonprofit organization),
39, 132
university salary, 37
unrelated business income
criteria, 201-202, 203
definition, 13
exceptions, 202-203
Form 990, 104, 107-108
overview, 201
PPA provisions, 42
reporting requirements, 204-205
U.S. Postal Service (USPS), 23
USA.gov (Web site), 231
user, 11, 80
User for Exempt Organization Determination
Letter Request (Form 8718), 55
Utah, 272

utility cooperative, 168-169
UUNAA (Uniform Unincorporated
Nonprofit Association Act), 29, 60
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valuation, property, 205-213

vehicle donations, 39

Vermont, 273

veterans’ organization, 75, 76

Virginia, 273

voluntary employees’ beneficiary
association (VEBA), 51, 72-73

volunteer, 15, 99-100

o/ o

Washington, 273
watchdog agency, 32
Web sites
BoardSource, 233
Community Career Center, 233
CompassPoint, 232
Internet Resources for Nonprofits, 233
NCNA, 233
Nonprofit @ Adobe, 233
Nonprofit Academic Centers Council, 233
Nonprofit Guides, 233
OMB Watch, 233
Opportunity Knocks, 233
USA.gov, 231
West Virginia, 273-274
whistle blower, 130, 188, 193
Wisconsin, 274
workers’ compensation, 76
workers’ cooperative, 170
W-2 form, 95, 100
Wyobraska Wildlife Museum, 206
Wyoming, 274

oyo

Youth Ministries, Inc., 245



