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Learning Obijective
To provide attendees with an overview of
governance disclosures on the federal form 990.

Instructional Delivery Methods
Group Internet-based

Recommended CPE Recommended Fields of Study
1 CPE Credit Taxes
Prerequisites Advance Preparation
None required None
Program Level Course Registration Requirements
Basic None

Cancellation Policy
Refund Policy In the event that the presentation is cancelled or
No fee is required to participate in this session. rescheduled, participants will be contacted

H ouse ke e p i N g immediately with details.

Complaint Resolution Policy
GRF CPAs & Advisors is committed to our participants’ 100% satisfaction and will make every
reasonable effort to resolve complaints as quickly as possible.

Please contact nzcelveen(@orfipa.cons with any concerns.

Disclaimer
This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or
any other type of advice. Readers and users of this webinar information are advised not to act upon this

Additional Information

information without seeking the service of a professional accountant.
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GRF CPAs & Advisors

Advancing

Talent, Clients
And Communities

Audit & Advisory Firm Headquartered in Washington, DC Metro Region,
servicing clients across the United States and worldwide
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GRF CPAs & Advisors

Traditional
Audit & Tax

Fraud,
Internal Audit Forensics &
valuation

Cybersecurity
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Overview of Form 990, Part Vi

« Added to revised Form 990 in 2008

* Intended to enhance transparency and accountability in the nonprofit sector

« All 990 filers must complete Part VI - p.6 of the core form

* Includes 20 questions about an organization’s governing body and management,

governance policies, and disclosure requirements.
« Some are multi-part questions
« Most are “yes” or “no” questions

« Certain answers must be explained on Schedule O

Y
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Overview of Form 990, Part Vi

Requests information about policies and procedures not required by IRS or Treasury

Provides guidelines for best practices in the sector

Strong governance practices can correlate with better tax compliance, reduced risk of non-
exempt activities (like excess benefit transactions), and more effective operations aligned

with an organization's exempt purpose.

Organizations that do not have certain policies and procedures in place may want to
implement them, even though not required by the IRS, to avoid potential public (and

potential donor) misperception about their stewardship.

All answers are open to public inspection

7
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Section A: Governing Body and Management

] CPAs & ADVISORS

Farm 980 (2024)

Governance, Management, and Discloswre. For each "Yes” responsa fo Mmas 2 through 7b below, and for a “No”
rasponse fo fne Ba, Bb, or T0b befow, descnbe the circumsiances, procasses, or changes on Schedwle O Sae instructions.

Paga B

Check if Schedule O contains a response or note to any line in this Part Y

|

Section A mﬂ‘llr'_ri Body and M.E.I‘II!EI!I‘I‘I-BI‘I’I:

1a

7a

Enter the number of voting members of the governing body at the end of the tax yesr . . 1a

If there are matesal differences In voting rights among members of the governing body, or

If the goveming body delegated broad authonty to an executive committes of similae

commettes, explen on Schedule O,

Eriter the number of voting members included on line 1a, above, who are iIndependent . gl

Did any officer, director, rustes, or kay employee have a family relaticnship or a business ralat-::nn.ﬂ.hlp with
any other officer, director, trustee, or key employesa? Co

Did the organization delegate confrod over managemert duties c:uslnmarlrg.r perrurrn&d I:l-].| or under tha dlr&nt
superision of officers, directors, frustees, or key emplovess to a managerment company or otiher person? |

Did the orgamnzation make any signficant changes to its govening docwments since the prior Form 990 was filed?
Did the organization become sware during the year of & ssgnificant diversion of the organization’s assets? |
Did the organization have members or stockholders?

Did the organizetion heve members, stockholders, or other pemnna wiho hm:l lha p::nwer to elect or appmt
oe of more members of the goveming body? Ce

Ara any govemnance decislons of the arganization reserved to [ﬂr auh{ect fi appm'n.lal I:-yj memkers,
stockhodders. or persans other than the govemning body? . Ce

Did the organizaton contemparaneousty document the meetings hedd or written actions un-:lm‘taken |:|ur1ng
the year by the following:

The governing body? .

Each cornmittes with authority to a-:l on b-e-hall c:-Tmegnl.ten'mg bbd!.u"i' Ce .

Ia there any officer, director, trustee, or key employes listed in Part VI, Section A, whn mmmt be reanne-d at
the arganizaton's malling address? I “Yes, * prowvide the namses and sddresses on Schedwle O
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Question 1: Size of Governing Body

* Ta. Enter the number of voting members of the

governing body at the end of the tax year.

« If there are material differences in voting rights
among members of the governing body, or if the
governing body delegated broad authority to an
executive committee or similar committee,

explain on Schedule O.

« Tb. Enter the number of voting members

included on line 13, above, who are independent.
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Question 1b: Who is independent?

 An independent director is someone who:
* is not compensated as an officer or employee of the organization or a related organization
« does not receive payments as an independent contractor of the organization or a related
organization exceeding $10,000

* is not (and whose family members are not) involved in an “interested person” transaction with
the organization of the type reportable on Schedule L. Thresholds are:
« $100,000 in the aggregate
« $10,000 or 1% of revenue (greater of) in a single transaction

« $10,000 to family member

« EXxceptions exist!

-
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Question 2: Relationships

2. Did any officer, director, trustee, or key employee have a family relationship or a business

relationship with any other officer, director, trustee, or key employee?

« Family relationship: “spouse, ancestors, brothers and sisters (whether whole or half blood),
children (whether natural or adopted), grandchildren, great grandchildren, and spouses of

brothers, sisters, children, grandchildren, and great grandchildren”
« Business relationship: employment, business transaction (in excess of $10,000) or common
ownership

* includesdirect or indirect relationships

« excludes ordinary course transactions on same terms offered to public

-
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Question 3: Delegated Management Duties

3. Did the organization delegate control over management duties customarily performed by-.....

or under the direct supervision of officers, directors, trustees, or key employees to a
management company or other person?

Includes (not limited to): hiring, firing, and supervising personnel, planning or executing budgets
or financial operations, or supervising exempt operations or UTBs of the organization

e Does not include:

administrative services that do not involve significant managerial decision-making.

« E.g., payroll processing, bookkeeping

investment management services (unless you do this for others)

‘. ? CPAs & ADVISORS
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Question 4: Changes to Governing Document

LN}
“““

4. Did the organization make any significant changes to its governing documents since the ™. '

prior Form 990 was filed?

* Includes significant changes to:

* organizing document (i.e., articles of incorporation, association, or organization; trust instrument;

constitution; or similar document)
» rules governing org'’s affairs (i.e., bylaws, regulations, operating agreement, or similar document)

« Report changes made since the prior Form 990 was filed, or that were not reported on any prior

Form 990, and that were made before the end of the tax year.

« DO NOT report:

« changes to policies described or established outside of organizing document and bylaws (or similar
documents), such as adoption of, or change to, a policy adopted by resolution of the governing body that

does not include a change to the organizing document or bylaws.

* Insignificant changes to governing documents

® ([ CPAs& ADVISORS
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Significant Changes to Governing Documents

lllll

1. organization's exempt purposes or mission; 7. provisions to amend the organizing or enabling

e document or bylaws;
2. organization's name;

.. e ) 8. quorum, voting rights, or voting approval
3. number, composition, qualifications, authority, or 4 gng gapp

i ts of th ing bod b th
duties of the governing body's voting members; requirements ot the governing body members or the

organization's stockholders or membership;

4. number, composition, qualifications, authority, or

. o . 9. policies or procedures contained within the
duties of the organization's officers or key employees;

organizing documents or bylaws regarding

5. role of the stockholders or membership in compensation of TDOKEs, conflicts of interest,
governance, whistleblowers, or document retention and
6. distribution of assets upon dissolution; destruction; and

10. composition or procedures of an audit committee.

,
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Question 5: Significant Diversion of Assets

5. Did the organization become aware during the year of a significant diversion of the
organization’s assets?
« Diversion: Any unauthorized conversion or use of the organization's assets including but not
limited to embezzlement or theft.

« Report diversions by the organization's officers, directors, trustees, employees, volunteers,
independent contractors, grantees (diverting grant funds), or any other person, even if not

associated with the organization (other than by the diversion).
« DOES NOT include authorized transfers of assets for FMV consideration
« Answer “yes” and explain further if the gross value of all diversions before recoveries discovered
during the organization's tax year exceeds the lesser of:
« $250,000
5% of the organization's gross receipts for its tax year, or

* 5% of the organization's total assets as of the end of its tax year.

-
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Significant Diversion - Unintended Consequences

* Private inurement or private benefit

« EXxcess benefit transaction (c3s, c4s, c29s)

 Report on Schedule L

 |Income tax reporting

 Report on Form 1099-NEC for the year
the assets were diverted even if there is
an arrangement for the value of the
assets to be recouped by the

organization.

* |Increased likelihood of IRS audit

@ ([ CPAs & ADVISORS
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Question 6: Members or Stockholders

6. Did the organization have members or stockholders?

 Answer “Yes” if the organization is (1) organized as a stock corporation, a joint-stock
company, a partnership, a joint venture, or a limited liability company; or (2) organized as a

non-stock, non-profit, or not-for-profit corporation or association with members.

 Answer “No,” if the organization is a trust for federal tax purposes.

,,,,,/%
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Question 7: Powers of Membership or Stockholders

7a. Did the organization have members, stockholders, or other persons who had the powerio
elect or appoint one or more members of the governing body? )
« Answer “Yes” if during the organization's tax year there were one or more persons (other than
the organization's governing body itself, acting in such capacity) who had the right to elect or

appoint one or more members of the organization's governing body, whether periodically, as

vacancies arise, or otherwise.

7b. Are any governance decisions of the organization reserved to (or subject to approval by)

members, stockholders, or persons other than the governing body?

 This question seeks to determine whether effective control of the organization lies with a single
individual or select few individuals to which the governing board typically defers in decision-

making situations.

=
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Question 8: Documentation of Meetings and Actions

8. Did the organization contemporaneously document the meetings held or written actions

undertaken during the year by the following:
« The governing body?
« Each committee with authority to act on behalf of the governing body?

« Contemporaneous documentation of all meetings of governing bodies and all committees

authorized to act on its behalf

,,,,,/%
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Question 9: Addresses of Officers, Directors, etc.

9. Is there any officer, director, trustee, or key employee
listed in Part VI, Section A, who cannot be reached at the

organization’s mailing address?

If “Yes,” provide the names and addresses on Schedule O.

These addresses will be available for public inspection!

|
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Section B: Policies

= = . | —— l
Section B. Policies (This Section B requests information about policies not required by the Infarnal Revenwe Code.)

10a
b

11a

12a

13
14
15

1Ga

Did the organization have lecal chapters, branches, or affillates? :

Iif “vYes." did the organization have written pobces and proceduras g::memlng lha a-:ﬂ'.'rt-ea ul‘ aunh -E:I'E.p'l:l!l”ﬂ
affieates, and branches to ensure thelr cperations are conalstent with the organization’s exempt purposes?
Has ihe organization prosided a complete copy of this Form 980 to al members of e goweming body betore filng the fom?
Demcribe on Schedule O the process, If any, weed by the crganizaticn to review this Farmn 9900

Did the organization have a written conflict of interest policy® & “No, " go to ine 13

Wiere afficers, directoms, o trustess, and key emgloyess required te disclase annually interests that could gr.'e- Fle ta mnl’lk:ta':'
Did the organization regulasty and consistently monitor and enforce compliance with the pﬂi:g,."? If “veg,"
descrbe on Schedwe O how this was dome. . C e e e . : Coe .
Did the organization have a written whistieblower p-uicg,"? )

Did the organization have a written document retention and destructon pﬂir.:y'? Coe

Ohd the process for determining compensation of the following persons include a review EI‘H:I apprwal I:ug.r
independent persons, comparability data. and contemporaneous substantiation of the deliberation and decision?
The organization®s CED, Executive Director, or top management official

Gther officers or key employess of the organizeton . . . .

if “Yes" to line 15a or 15b, deacribe the process on Schedule CI Eﬁa Ina.hu-:llnna

Did the organization invest in. contribute assets 1o, or pa’ﬂn:lpﬂle in a }nlnt veribure or similar mngerrrant
with a texable entity during the yesr? .

If “Yes," did the onganization follow a written pulh::y' ar prn-:&dure requlrlrrg the nrganlzath:m to evaluate iis
perticipation in jeint venture arrangements wder applicable federal tax kaw, and take a.tep-a to marﬂ-gua'd thie
organization's exempt atatus with respect to such arrangements? Coe e e - -

10a

10b
11a

12a
12b

12e
13
14

ios

15a
15h

16a

16b

(] CPAs & ADVISORS
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Section B: Policies

Section B specifically asks if the organization has adopted certain policies by the end of its
tax year and, in some cases, what procedures exist for monitoring compliance with these

policies.

The policies mentioned in this section may not be required by IRS or federal law, but the
information provided will give the public a sense of whether the organization has proper

governance.

In particular, a “No” answer to questions 12-16 may be perceived negatively by the public,
because of an expectation that a prudently managed organization would have the specified

policies.

Not complying with a policy is worse than not having a policy at all.

,,,,,/%
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Question 10: Local Chapters, Branches, Affiliates

10a. Did the organization have local chapters, branches, or affiliates?

« Answer “yes” for local chapters, disregarded entities, branches, lodges, units, or similar

affiliates.

« These terms include organizations over which the organization has the legal authority to
exercise supervision and control (whether or not in a group exemption), and local units that

are not separate legal entities under state law.

,,,,,/%
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Question 10: Local Chapters, Branches, Affiliates

10b. If “Yes,” did the organization have written policies and procedures governing the activities™"
of such chapters, affiliates, and branches to ensure their operations are consistent with the

organization’s exempt purposes?
« Consistency with filing org’s exempt purpose
« Whether filing org’s policies and procedures extend to all its parts or affiliates

« A central (parent) organization of a group exemption ruling is required to exercise oversight

over its subordinate organizations as a condition of the group exemption.

,,,,,/%
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Question 11: Copy of 990 to Governing Body

11a. Has the organization provided a complete copy of this Form 990 to all members of its

governing body before filing the form?

« Answer “Yes” if a complete copy of Form 990 (including required schedules), as ultimately filed
with the IRS, was provided to each voting member of the current governing body prior to its
filing with the IRS.

« Can be a paper copy, electronic copy, weblink where entire 990 can be viewed
« The governing body is not required to review, approve, or perform any other action re the return
« Answer “No” if
+ the organization merely informed its Board members that a copy of the 990 is available upon request, or

* any information was redacted or removed from the final copy of the 990 provided to governing body

members prior to filing.

-
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Question 11: Copy of 990 to Governing Body

11b. Describe on Schedule O the process, if any, used by the organization to review this Form

990.
 Review is not required but is highly encouraged
« Who should review the return? It depends!

* Schedule O description should include the process by which any of the organization's
officers, directors, trustees, board committee members, or management reviewed Form
990, whether before or after it was filed with the IRS, including specifics about who

conducted the review, when they conducted it, and the extent of any such review.

 If no review was or will be conducted, state “No review was or will be conducted.”

,,,,,/%
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Question 12: Conflicts of Interest Policy

12a. Did the organization have a written conflict of interest policy?

« Conflict of interest: when a person in a position of authority over an organization, such as an
officer, director, manager, or key employee, can benefit financially from a decision they
could make in such capacity, including indirect benefits such as to family members or

businesses with which the person is closely associated.
« Sample Conflict of Interest Policy in Form 1023 instructions

« State laws may apply - consult with your attorney

7
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Question 12: Conflicts of Interest Policy

12b. Were officers, directors, or trustees, and key employees required to disclose annually
interests that could give rise to conflicts?

Answer “Yes” if the org’'s ODTKEs must disclose or update annually (or more frequently)
information regarding their interests and those of family members that could give rise to
conflicts of interest, such as a list of family members, substantial business or investment

holdings, and other transactions or affiliations with businesses and other organizations

,,,,,/%
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Question 12: Conflicts of Interest Policy

12c. Did the organization regularly and consistently monitor and enforce compliance with the ™

policy? If “Yes,” describe on Schedule O how this was done.

* Include the following in the explanation:
* persons covered under the policy
« level at which determinations of whether a conflict exists are made,
* level at which actual conflicts are reviewed

« restrictions imposed on persons with a conflict, such as recusal from deliberations and decision

in the transaction.

=
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Question 13: Whistleblower Policy

13. Did the organization have a written whistleblower policy?

« A whistleblower policy:

« encourages staff and volunteers to come forward with credible information on illegal practices

or violations of adopted policies of the organization
« specifies that the organization will protect the individual from retaliation
« identifies those staff or board members or outside parties to whom such information can be

reported

« Effective complement to a conflict of interest policy

%
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Question 14: Document Retention Policy

14. Did the organization have a written document retention and destruction policy?

« Policy should identify:
« Length of time files must be stored
Different documents should be kept for different lengths of time
« Backup procedures to be used
« Network maintenance to ensure reliability of the system.

« Who is responsible for maintaining and documenting the storage and destruction of the org’s

documents and records.

« Applies to electronic and hard copies

« Consider state laws and tax statutes of limitation

=
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Question 15: Compensation Policies

15. Did the process for determining compensation of the following persons include a review

and approval by independent persons, comparability data, and contemporaneous

substantiation of the deliberation and decision?
 The organization’s CEO, Executive Director, or top management official

« Other officers or key employees of the organization

,,,,,/%
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Question 15: Compensation Policies

« Answer “Yes” to lines 15a and/or 15b if, during the tax year, the organization’s process for

determining compensation included all of the following:
« Approval by an authorized body
« Use of appropriate comparability data

« Adequate documentation

* Sch O description should identify:
« the offices or positions for which this process was used

« the year in which this process was most recently undertaken

.-l/////%
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Question 16: Joint Venture Policy

16a. Did the organization invest in, contribute assets to, or participate in a joint venture or

similar arrangement with a taxable entity during the year?

* Includes any joint ownership or contractual arrangement through which there is an
agreement to jointly undertake a specific business enterprise, investment, or exempt
purpose activity regardless of control, or legal or tax structure, and regardless of whether

there is a formal written agreement.

« Disregard ventures that meet both of the following conditions:

« 95% or more of the venture's income for its tax year ending with or within the organization's tax

year is passive income; and

« the primary purpose the venture is production of income or appreciation of property

Y
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Question 16: Joint Venture Policy

16b. If “Yes,” did the organization follow a written policy or procedure requiring the
organization to evaluate its participation in joint venture arrangements under applicable
federal tax law, and take steps to safeguard the organization’'s exempt status with respect to

such arrangements?
o Line 16b must be answered if line 16a is answered “Yes.”

o Examples of safeguards:
» Sufficient control over the venture to ensure it furthers the org’s exempt purpose.
* Priority to exempt purposes over maximizing profits for the other participants.

= The venture does not engage in activities that would jeopardize the organization's exemption (i.e., lobbying

or political intervention).

= All contracts entered into with the organization be on terms that are arm's length or more favorable to the

organization.

(] 4 CPAs & ADVISORS
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Section C: Disclosure
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Section C. Disclosure
17 Lst the states with which a copy of this Form 8990 |s reguered to be filed
1B Secton 6104 requires an organzaton to make ks Forms 1023 (1024 or 1024-A if spplicable), 990, and 900-T (saction 501(c)
i3)s only) avadabls for public Inspection. indicate how you made these avadable. Check all that apply.
[ | Cwn websiie | | Another's website || Upon request || Other jexpiain on Scheguie O)
18  Describe on Schedule O whether (and if 30, how) the arganization made (s governang documents, conflict of Interest pobcy,
and fmancial statements avallable to the public durng the tax year.

20  State the narme, address, and telephone number of the person who possesses the organization’s books and records.
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Question 17: Form 990 Filings with States

17. List each state with which a copy of the Form

990 is required to be filed.
- List all state/local filings, even if not yet filed.

« Some states require a copy of Form 990 to fulfill
state-exempt org or charitable solicitation

reporting requirements.

0
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Question 18: Public Availability of Forms

18. Section 6104 requires an exempt organization to make its Form 1023 (1024 or 1024-A, if
applicable), 990 and 990-T (section 501(c)(3)s only) available for public inspection. Indicate how
you made these available. Check all that apply.

« Own website
« Another's website
« Upon Request

« Other (explain on Schedule O)

,,,,,/%
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Question 18: Public Availability of Forms

« The following forms must be made available for public inspection

« Exemption applications (filed on or after 7/15/1987) - forever
« Form 990, other than Sch B names and addresses of contributors — for 3 years after filing

«  Form 990-T (for c3s only) — for 3 years after filing

« “Own website” - only if the organization posted an exact reproduction (other than the
information permitted to be withheld such as donor information on Schedule B) of its Form 990,

Form 990-T, or exemption application on its website during its tax year.

« “Another's website” - only if the organization provided, and another person or organization
posted on its website, an exact reproduction (other that the information permitted to be

withheld) of any such forms during the tax year.

* Guidestar does not count as “another's website” because the Forms 990 posted there are furnished by

IRS, unless the organization provides the return to Guidestar itself.

+ “Upon request” — every org should be checking this box!

-
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Question 19: Public Availability of Other Documents

19. Describe on Schedule O whether (and if so, how) the organization made its governing
documents, conflict of interest policy, and financial statements available to the public during

the tax year.

 Not required under federal tax law, unless part of another form that is publicly available

(such as exemption application)

State law may require it — consult your tax advisor

« Explain which if any of these documents are available, and if so, how (such as posted on

website)

« State “No documents available to the public” if the organization did not make any of these

documents publicly available.
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Question 20: Location of Books and Records

20. State the name, address, and telephone number of the person who possesses the

organization’s books and records.
* Provide the individual's name - simply stating “the organization” here will not do

« List the individual's business address and telephone number
« If books and records are kept at a personal residence, then use the organization’s address and

telephone number

« If the books and records are kept at more than one location, provide the name, business
address, and telephone number of the person responsible for coordinating the

maintenance of the books and records.

e
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Conclusions

* No right or wrong answers on Part VI, but clearly some answers are better than others.

 Thinking about the questions in advance should help your organization achieve “better”
answers.

« Establishing and following a policy is preferable to explaining a “worse” answer

« Ultimately, the focus should be on good governance, not just the answers to these

guestions.

Y
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Resources for Further Guidance

IRS.gov: Form 990 Instructions

IRS.gov: IRS Training Materials - Governance

National Council of Nonprofits: Best Practices for Nonprofits

Independent Sector: Principles for Good Governance and Ethical Practice

-
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https://www.irs.gov/instructions/i990
https://www.irs.gov/charities-non-profits/irs-training-materials-governance
https://www.irs.gov/charities-non-profits/irs-training-materials-governance
https://www.irs.gov/charities-non-profits/irs-training-materials-governance
https://www.councilofnonprofits.org/running-nonprofit/governance-leadership/principles-practices-best-practices-nonprofits
https://www.501commons.org/resources/tools-and-best-practices/boards-governance/principles-for-good-governance

Questions?




Questions?

Contact Us
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o o @ Dick Locastro, CPA, JD Lisa Heller, CPA

Partner and Director Principal
Nonprofit Tax Nonprofit Tax

Offices in DC and NYC

Serving clients across the globe

877-437-4771 | www.grfcpa.com rlocastro@grfcpa.com |heller@agrfcpa.com
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