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Form 990 — Informational Return

Form 990 is a critical document -- two key enterprise risks:

« Public Relations -- The Form 990 is the most
comprehensive, publicly-available source of information
about the activities of your organization.

Maintenance of Exempt Status -- The IRS and state and
local taxing authorities will use the Form 990 to assess
compliance with tax laws and adherence to mission and
practices as an exempt organization.

What's Important?

1. Maintenance of Tax Exempt Status
1. Revenue Sources — are activities in alignment with the tax exempt purpose
2. Compliance with Federal, State & International tax requirements.
3. Conducting only appropriate activities — prohibited from political activities

2. Fulfillment of Exempt Purpose
1. Statement of Functional Expenses (Part IX) — are funds used to support the exempt purpose?
Provide in Program Service Accomplishments (Part Ill). Description should include:
Specific measurements — clients served, days of care provided, number of sessions or events
held, or publications issued;
Objectives — current and long-term goals;
Reasonable estimates for any statistical information.
2. Fundraising — how much does it cost your organization to raise a $.
Total Contributions/Fundraising Expenses
3. Appropriate board ion and

team to be effective

3. Stewardship of Assets
1. Appropriate compensation
2. Monitoring of conflicts of interest
3. Active participation in governance

The Real World...

Example of Entity Structure

ABC Corporation

Palliative Medicine

CED Corporation
Crowe Horwath DME rental

Parent Organization
Crowe Horwath

Hospice

Hospice

ABC Foundation

Foundation
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The Real World - Media Perception

“Hospice reported its largest expense paid
to any contractor or entity was $xx million for
management services to the sole member.”

REALITY
« Little regard for corporate structure that typically includes
centralized services at top level.

« Perception that funds are being diverted to a parent company.

Example of Intercompany Transactions
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Compensation Oversight & Review
Process

15 Did the process for determining compensation of the following persons include a review and approval by
iation of the deliberation and decision?

independent persons, comparability data, and contemporaneous i
a The organization's CEO, Executive Director, orfop management official . . . . . . . . 15a
b Other officers or key employees of the organizafion . . . . . . . . . . . ... . . ... 15b|

IZATION'S COMPENSATION COM

COMPENSATION OF THE
LITY DATA ARD
NSATION AND
ECTOR:
BOARD AND

The Real World - Media Perception

“The average compensation of the top 12
executives has grown by $xxx ......... etc.

”

REALITY
« Perception that officer compensation is set by the officers.
+ Oversight by Board and Compensation Consultants
typically ignored. & -
* @0
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Form 990 Update — Core Form Part VII
Compensation

« Part VI, Compensation: Hours devoted to related organizations

— The IRS has split columns (A) and (B) into two lines per person.

Organizations now report the hours worked for the reporting organization

and related organization(s) on the same page.
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(1) Jane Doe c

Board Secretary 1 v v

The Real World - Media Perception

“The CEO devotes 40 hours a week to a
related nonprofit organization and one hour
a week to Hospice.”

REALITY

« Typically ignore the fact that organizations are intermingled
and that officer time cannot always be accounted for by
company.
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Schedule J: Compensation Information

12 Chuck the sppropriste oo s omrzation provcd any of e followkg 1 o for 3 perscn lsed n Fomn
900, Part Vil Soction A, s 1a. Compiate Part i o provida any reiavant information regarding
El First.class or charter travel O Housing allowance o residence for wwu use
O Travel for companions 00 Payments for business use of personal residence
O Tax ingsmniication and gross-up paymants El Hisatn or social club BUss o inftiation 1833
O iscrationary spending account 00 Personal senvices (3.9, maid, chauffeur, chef)

I 8y of ™he boxes 0N ine 1 01 Checked, Sid he GDANZALICN 10BOW O WIITten DOKCY HOXGING Payment
o rwmtusemant o provsion of 3 of the expenses described dbow? I "No.” complete Fart I lo
wplan, . . . i)

2 D the organizabon require suﬂnann:ﬁm W‘n reimbursing or allowing expenses mﬂm.d by all officers,
Grsctors, trustess, and the Ovec 2

3 indicate which, if any. of the following the fling organization used to establish the compensation of the
organization’s CEQ/Executive Director. Check ol that apply. Do not check any baxes for methods used by 3

Diractor, but axplain in Part I,

El Writtan smployment contract

B Compsansation committes.

O Form 990 of other organizations Dvawlrwmwwmwuuw commitiee

Schedule J: Compensation Information
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The Real World - Media Perception

“ Staff cuts as executive pay rises”

“Groups seek donations for Hospice while
boosting executive pay”

REALITY

« Be sureto clearly identify that compensation is for a Calendar
Year, particularly is you file on a Fiscal Year — events may not
match the timing of compensation.

« Perception that donations go straight to executive pay.

* Have a clear policy that matches donations and grants to
funded programs — be obsessive about following this in
practice.

Power of Schedule O

FORM 990, PART | AZOmons, MARTIN LYNCH
VILSECTIONA | | EEguarion
COMPENSATION COMPENSATION REPORTED FOR MR. LYNCH IS FOR CALENDAR YEAR 2012 HE SERVES AS
CEOQ FOR CROWE HORWATH HOSPICE, ABC CORPORATION, C'DCQRPORATION VP
CORPORATION AND CROWE HOSPICE ECUNDATION HI TIIE 15 SHARED oY ALL ENTIES
OTHER COMPENSATION FOR CY 2012 IS FOR HIS EMPLOYEE HEALTH AND RETIREMEN'

BENERITS WHICH ARE UNOER THE SAME PLANS PROVIOLD TO ALL EMPLOVEES,
DR, ISABELLA SWANSON, MO,

COMPENSATION REPORTED FOR DR SWANSON 15 £OR CALENDAR YEAR 2012 SHE
GYERSEES MEDICAL AFEAIRS FOR CROWE HORWATH HOSPICE. ABC CORPORATION. ceD

ENTITIES A PORTION GF HER COMPENSATION IS FROM HIS PHYSICIAN FEES FOR SERVICE
OTHER COMPENSATION EOR CY 2012 1€ FOR HER EMPLOYEE HEALTH AND RETIREMENT
BENEFITS WHICH ARE UNDER THE SAME PLANS PROVIDED TO ALL EMPLOYEE

JORGE T FERNANDEZ

COMPENSATION REPORTED FOR MR FERNANGEZ I3 FOR CALENDAR YEAR 2012 HE SERVES

A3 CAQ CROWE HORWATH HOSPICE. ABC C ORPORATION, VSP
CORPOANTION AND CHOWE HOSFICE FOUNDATION, Hi3 THE 15 SHARED EGUALLY BY ALL

ENTITIES. OTHER COMPENSATION FOR CY 2012 IS FOR HIS EMPLOYEE HEALTH AN

RETIREMENT BENEFITS WHICH ARE UNDER THE SAME PLANS PROVIDED TO ALL EMPLOYEES.

SIMON APPLEBEE

COMPENSATION REPORTED FOR NI APPLESEE 1S FOR A PARTIAL CALENDAR YEAR 2012 HE

SERVES AS COO FOR CROWE HORWATH HOSPICE  ABC CORPORATION. CED CORPORATION

v R ANO ONE HOSPICE FOUN Equ;

e
RETIREMENT BENEF TS WHICH ARE UNDER THE SAME PLANS PROVIDED TO ALL EMPLOYEES,

Adding Transparency to Schedule O

¢ Make sure Doctors are clearly identified by full title:
Dr. John Smith, M.D.

* Make sure Doctor’s fees are clearly identified: Dr.
Smith’s compensation includes his fees for patient
visits.

¢ Break out special payments such as retention bonuses:
Mr. Smith received a $10,000 retention bonus that was
established by the Board in previous years.

¢ Be clear about what else is included in compensation:
Mr. Smith’s compensation includes the same health
care benefits that ALL employees receive.

Governance: Conflicts of Interest

Form 000 2012) Pa 6
Governance, Management, and Disclosure For each “Yes™ response fo ines 2 through 7D below, and for a “No™
response to e 8, 85, or 100 below, describe the Circumstances, rocesses, or changes in Schadule O. See instructions.
Check if Scheduie O contains a response to any quostion in this Part Vi P o)

Section B. Policies (T1/s Section B requests information about policies ot required by the Internal Revenue Code.)

o]
12a Does ihe organization have a writien confiict of nterest poiicy? If *No,” go 10 ine 13 L2 I —
B Am ofoes, crectoror tustes, 4n0 key SMO10eS eqUrR 1 clckoss Sl nerests hat cou gve
e 10 conficts? 12b|
& Doos the organization roguary and consistently morvior and enloroe COMIANGY Wi the oIy I Yos,*
doscribe in Schedule O nOW IS SOON®. . . . . . . . . ... oLo. el 12e| v

THE ORGANIZATION SENDS OUT THE CONFLICT OF INTEREST QUESTIONNAIRES TO EOARD
MEMBERS AND OFFICERS ANNUALLY. THE RESPONSES TO THE QUESTIONNAIRES Al
MONITORED AND COLLECTED BY THE CFO. SHOULD A CONFLICT EXIST THE PERSON WITH
THE CONFLICT WILL ABSTAIN FROM VOTING ON THE ISSUE IN QUESTION




Conflicts of Interest/Family &
Business Relationships

26 Was a loan to or by a cument or former offcer, drector, trustee, key employes, highly compensated employee, o
disqualfied of the end tax year? If “Yes, " complate Schedule L, Partl .

27 Did the organization provide a grant or other assistance to an officer, director, trustee, key employee,
substantial contributor or employee thereof, a grant selection committee member, or 1o a 35% controlled
entity or family member of any of these persons? If “Yes,” complate Schedule L, Part ll

20 Was the organization & panty 1o a business traneaction with one of the following partiss (sse Scheduls L,
Part IV instructions for applicable fing thresholds, conditions, and exceptions)

a A cument or former officer, director, trustee, or key employee? if “Yes, " complete Schedule L, Part IV . .

b A family member of a curent or former officer, director, trustee, or key employes? If “Yes,” complate
Schedule L, Part IV

« An entity of which a current or former officer, director, Irustes, or key employee (or a family member Ihwwli
was an officer, director, trustes, or direct or indirect owner? If “Yes, " compiete Schedule L, Part IV

2 Did any officer, director, trustee, or key employee have a family reuatmsmp or & business relationship with
any other officer, director, trustee, or key employee? . . . . . .
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The Real World - Media Perception

“ABC Hospice does business with firms
connected to board, executives”

REALITY
« Implication that such transactions are illegal.

« Ignores the fact that these were properly disclosed
in the 990 and approved by the Board.

Governance: Independent Board

Number of voting members of the govermning
body

Number of Independent voting members of the|
governing body 15

* A member of the governing body is considered to be “independent” only if all
three of the following applied during the tax year:

«  The member was not compensated as an officer or other employee of the organization;

+  The member did not receive total compensation or other payments from the
organization exceeding $10,000; and

*  Neither the member, nor any family member of the member, was involved in a
transaction with the organization.

Schedule G: Supplemental Information
Regardmg Fundraising or Gaming Act|V|t|es
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Schedule F: Statement of Activities Outside the US

Tax-exempt organizations must report detail related to foreign activities with
aggregate revenues or expenses of more than $10,000 (or investments over
$100,000) on Schedule F

Schedule F: Statement of Activities Outside the US

| Part IV §

1 aa e crgaization s LS. transror of seopurty 19,3 foreion carporaton urng o L year ¥ s
e Organaanion may Do required 13 fie Formm 526, Retum Dy 8 U.5. Transseror of Froperny t 8 Formsgn
Cormoratan (56 Wstructions or Fom 5260

v O
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o i Conporatons. e et o Ko 2471 @ve O
4 Was ihe organcation a deect or indirect shareholder of 3 PasBVe foraign investment company of
SHctng knd g e x YO T “Y4s” 08 rganzasan iy 50 requred " e Farm see1,
Informaton Retsm by a Sharehcider of 3 Pasive Forergn Investment Compary o Cuaitiad Blectng
Fo oo o o Form 66311 Yoo Ome
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The Real World - Media Perception

“About $xx million of the hospice’s
assets are invested in ‘Central America
and the Caribbean.”

REALITY

« Donors and the community are rightfully concerned about any
offshore funds.

* Form 990 classifications leave little room to fully explain, so it
makes an interesting headline.

What is an Alternative Investment?

* An alternative investment is an investment product other than traditional
investments such as stocks, bonds or cash.

* For exaﬂnpe alterpa |ve|nvestmentsmclude vent re capléal private
equlty, edge funds, |m|ted partnerships, LLCs ani other erivative

* Many of these investments are off-shore funds.

* Investments may cause additional filing requirements with IRS
— Penalties for not filing forms can be extreme

* Many investments create UBI
— Can result in taxation at the federal and state levels
~ Often, the amounts of UBI are not known until after year end, so this can result in an unpleasant
surprise

Using the Form 990 to tell your best story...

* Allocation of Functional Expenses to Program Service, Management
and General and Fundraising

¢ Fundraising Expenses to Total Contributions
« Officer Compensation to Total Compensation
* Officer Compensation to Total Salaries

¢ Working Capital Ratio

¢ Etc, etc.

Charity Navigator

Mission Statement - Charity Navigator works to guide intelligent giving. By
guiding intelligent giving, we aim to advance a more efficient and responsive
philanthropic marketplace, in which givers and the charities they support work
in tandem to overcome our nation’s and the world’s most persistent
challenges.

e e ot \l£ CHARITY NAVIGATOR

«  Accountability & Transparency 7’ Your Guide To ntellgent Gving
¢ Results Reporting

Over 6,200,000 visits to the website in 2012.

Rating Accountability & Transparency

Accomstasay & Transparescy Percemance Uetnis

nteemaon Prived on e Form 990
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