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A popular Government, without popular information, or the means of acquiring it,
is but a Prologue to a Farce or a Tragedy; or, perhaps both. Knowledge will
forever govern ignorance: And a people who mean to be their own Governors,
must arm themselves with the power which knowledge gives.

- Letter from James Madison to W.T. Barry (July 4, 1822)
Sunlight is said to be the best of disinfectants; electric light the efficient
policeman.

- LouisD. BrandeisHa r p er 0 $DedN20e1R1B)y

INTRODUCTION

The above quotations from Founding Father, Political Theorist, and our 4th President
James Madison, and Justice Louis D. Brandeis, underscore and vividly tbriligg, the

importance that transparencplays in the accountability of our Government, Society, and its
institutions in general. The concept of transparency also plays an important role in the self
regulation of the charitable sector, and in the government regulation of the charitable Is&ictor, t
reports $2.7 trillion in assets and $1.5 trillion in revenuehe | nt er nal Revenu
(Al RS0) 2009 redesign of I RS Form 990 was her

*SupervisingDeputy,Tax&Bharities Di vision, Hawai i Attorney Gener al

1 C - N ~
One definition of fdAtransparento is fdfree from preten
t hr o wwwhmirdmwebster.com

2 SeelRS 2012 Statistics of Income Bulletin.



sector to a heightened standard of transparserinythe hopes of promoting sekgulation,

assuring good governance, and promoting the prevention and detection of malfeasance. The
National Association of State OhwevisionsyoF@mhf i ci a
990 and initially expressed criticism about increasing the filing threshold for the new fidre.

IRS maintains that the redesigned Form 990 enhances accountability in a variety of ways:

A

How does the new form enhance transparenca@of or gani zati ondés mi
financial information and operations?

The new formbés summary page provides a sna
and operating information, including a comparison of the current year's revenues,

expenses, assets, and liakskti with those of the prior year. The reordered core

form provi des a description of t he or
accomplishments immediately after the summary page, to provide context before

the user proceeds to sections on tax compliance, govermareensation, and

financial statements. The Checklist of Required Schedules also provides a quick

view of whether the filing organization is conducting activities that raise tax

compliance concerns, such as lobbying or political campaign activities,

trarsactions with interested persons, and major dispositions of assets, and

indicates which schedules the organization is required to file with the5form.

Li kewi se, the |1 RS6s board governance ppractic
making full amd accurate information about its mission, activities, finance, and governance publicly
avail able, a charity encourages transparency an

The focus of this paper is not on the role of transparency in theegeifationof the
nonprofit sector (clearly that could consume an entire paper in itself). However, the widespread

public availability of a charityods financi al
i mportant Ael ectric | iyludtice Lauis Branges,| thatcatomsathed d e ¢
IRS and state charity regulators to be a more efficient police force, aided by a militia of the

Ai nformed citizenryo Madison envisioned. Cl e

3ﬁ A maj or spareacy is unfoldingringhe nonprofit world. The vehicle delivering this change is the newly
revised IRS Form 990, "Return of Organization Exempt from Income Tax," which nonprofit organizations have
begun filing for the 2008 tax year. The impact thatitiweeased transparency will have on nonprofit organizations
has been severely underestimated. 0

See http://www.guidestar.org/rxa/news/articles/2009tmmrhasopenednewform-990-createsstrategie
opportunitiesandrisks-for-nonprofitorganizations.asp

4I n comments submitted to the I RS dated September 14,
threshold to file IRS Form 990EZ to $50,000. Subsequently, in a letter dated December 17, 2007, NASCO
strenuously obj ect gase thedfiling threshold REIBS FonnrO pods raillion (exreasing to
$250,000 over timeSeeAppendix A and B

5 Seehttp://www.irs.gov/Charitieg -Non-Profits/Form990-Redesigrfor-Tax Year2008%28Filedin-2009%2 9:-
EnhancingTransparency

6Seehttp://www.irs.qov/pub/irsteqe/qovernance practices.pdf




IRS Form 990 itself is public is the scarce resources the IRS possesses to audit and examine
these fAinformation returns. o0 MoiREexanexless | vy a\

than .04 percent of the returns filed by 858,865 reporting tax exempt charitable organ|72ations.
Thus, the public availability of IRS Form 990 data allows donors, members of the public, the
medi a, and other stakeholders to be the fieyes
incomplete or inaccurate Form 990s. Moreover, charitable orgemgahat take the extra step

to promote transparency by publishing the data on the Internet often short circuit what could be
potentially costly and embarrassing investigations by governmental regulators by allowing

experienced charity regulators to fesifl unwarranted complaints almost immediately.

The core purpose of this paper is to exami
the government reqgulationf the nonprofit sector, with a particular emphasis on the extent to
whi ch a crvcial and bperat®nalfdataniselectronically available on a widespread basis
by government regulators, the extent to which government regulators make available on a
widespread basis the results of investigations and enforcement actions, and to predisntissid
the results of a survey of state charity regulator offices on the extent to which registration and
other data is searchable and publicly available on the Internet. This paper will also examine how
more liberalized information sharing between th& I&d state charity regulators can promote
transparency, and thereby accountability, by

Il. DISCUSSION
A. Federal Charity Regulation: The Internal Revenue Service

1. The IRS Website: Who Moved My Cheese?

As stated above, the IRS devoted significant time and effort into a complete redesign of
IRS Form 990 to promote transparency and thereby accountability, for which it should be
commended. It has expended significant resources since the indiggign ofthe form to
At weako it to continue t @utofamewoandereampged IRS or m.
Website in August of 2012, the I RS removed fc
Internet landing page, thereby making it diffictdt state regulators, donors, the media,

7Seehttp://wwvv_. irs.gov/uac/SQOT ax-Stats--Returnsof-Tax-ExemptOrganizationsEmployeeRetirementPlans;
GovernmenEntities;and TaxExemptBonds---IRS-DataBook-Table 13

8As; stated recently by a State of Missouri Charity regulator in the Chronicle of Philanthropy:

An organization that tries to follow the best practices on transparency can prevent government
investigations. On more than one occasion, when | have receivedta complaint about a
Missouri charity, | have decided that the allegation might be true. But upon doing a preliminary
review online, | have found that the nonprofits in question were so transparent that | could verify
that the complainers had it wrongl] without leaving my desk. Those nonprofits have no clue
how close they came to large and embarrassing investigations.

fiTransparency Can Keep a Nonprofit Out of Troube B o b Gbranicle sf ®tmlanthropyMar. 4, 2011)




academics, and the regulated sector itself to find important IRS guidance and info?nTzrtisn.
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o According to the IRS redesigned its website to make it easier for users to get to the information users most look

for information about filing, payments, refunds, credits and foBes.
http://www.irs.gov/help/article/0,,id=259023,00.html?portlet=101




The IRS Main landing page now appears like this:

@ Lok

-

£ ~ 2 ¢ X || @ Internal Revenue Service x

= -

Subscriptions v = Language wv | Information For... »

mIRS Search Q  Advanced

Fiing Payments Refunds Credits & Deductions  News & Events  Forms & Pubs  Help & Resources  for Tax Pros

| need to pay | need to apply | need to ask IRS.gov en
my taxes »» ,‘; for an EIN» a question » Espaiiol »»
F\ 3 s "
A » 5 =

Forms and Pubs Hot Topics Filing & Payment

> 941 > W-2 > Renew or Register Your PTIN for 2013 > Order a Return or Account Transcript """e’eﬁ*y‘refund?

) 4506-T > W-8BEN > Free File: It's Fast, Easy & Secure ) Use the Interactive Tax Assistant

» 1040 )y Pub 15 » Pay Your Tax Bill > Apply for an EIN Online

) §S-4 > W-4 » E-file Your Form 2290 This Year > Request an Electronic Filing PIN

) 2848 > W-9 » Affordable Care Act Tax Provisions > First Time Homebuyer Credit Look-up

» More ... » More ... » More ...

News Sandy Relief Undelivered Refunds For Tax Preparers Offshore Disclosure Identity Theft

Wanted: Volunteers to
Provide Free Tax Help Offshore Assets Voluntary Disclosure
" -

IRS Offers Tips for Year-End Nev_l details on offshore voluntary disclosure program now
Giving available.

R ST Tax Help for U.S. Citizens Abroad
Savefor Retirement; Eligible New procedures help dual citizens and others file U.S. tax

Workers Can Get Saver’ lv} 0:00/1@ © 7

orkers C an Get Saver’s returns. ) O AP D

Tax Credit : Exempt Organizations Select Check
3 P —

Voluntary Disclosure Resources

> More — @
Speed up browsing by disabling add-ons. Choose add-ons Askmelater | ¥ x

8:40 AM
1/2/2013

O s D)

Where does one interested in charities regulation or technical guidance n&vifiate
that treasure trove? It now takes two mous
cryptic moniker AFilingso and second wunde

meaningful information about the tax exempt charitable sec{excluding private foundations)
that reported $2.7 trillion in total assets and $1.5 trillion in revenwrmerly, charities and

nonprofits were prominently featured on the IRS Internet landing page. This IRS Website re
design, in thas reashlorédéd ivmeavn abrupt Aabout

transparency within the sect%er.

)
-_— N2

Al ternatel vy, a us
I down menu t

>
—
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The IRSwebsite redesign has also made it more difficult for state charity regulators to
obtain information about those charitable organizations that have had their tax exempt status
automatically revoked in their state. Formerly, users were able to downloadanfiEexfrom a
prominent area of the IRS website of all automatically revoked organizations by state of
domicile. It is now far more dlfflcult to obtain this information in a form that can be more readily
used by state charity regulatorsto protect andgafeguard charitable assets and donor restricted
gifts made to organizations whose tax exempt status has been automatically revoked.

It is my view that the I RS must dwal k the
of the 1.7 million tax exempt oagizations it regulates, it should hold itself to the same standard
and more prominently feature exempt organizations and charities on its Internet site. Technical
guidance, educational guidance, more powerful and robust search and customizable search
enghnes with real time data on exempt organizations would give regulators, stakeholders, donors,
academics, and the media better tools to assi
within the lines of statutory and regulatory requirementsit©Website, the IRS could provide
direct access to Form 990 data that is filed by those reporting charitable organizations that are
required to dile their information returns and thereby leverage its scarce resources. In addition,
greater transparencyybthe IRS would allow the many ethically governed charities and
underperforming ones, better access to educational guidance and technical guidance to assist all
them to employ best governance practices.

2. The I RS Al nformati on Sh artyiRegglatorsPr ogr a

For many years, state charity regulators have urged the IRS to seek Congressional
amendments to |iberalize section 6103 of the

IRS to more freely communicate the results of audits of chiégitarganizations, the imposition

of federal excise taxes on private foundations, and intermediate sanctions imposed on foundation
managers, and related enforcement information, among other things. Section 6103 of the IRC
generally guarantees confidentigliof tax returns, thereby encouraging the citizenry to
voluntari |l y -arsespeosrsto atnhdeifrs eilnfcome taxes to the
voluntary nature of the Nationdéds tax coll ect]
confidentality mandate of section 6103 also includes charitable organizations that file

Ai nformation returns. o0

Taxpayer confidentiality, at least with state regulators, should not come into play for tax
exempt organizations. Despite the fact that IRS Form 990 now reports poiblistinformation

about a charityds finances, aneces pragtam services, | ob b
executive compensation, functional expenses and income, and a myriad of other information
about a charity, unt i | the Pension Protectior

illegal, for the IRS to share audit and emfEment data with state charity regulators. A last
minute amendment to the PPA attempted to liberalize information sharing with state charity

12The author understands that the Exempt Organizations Division of the IRS was not pleased with the way
the redegjn downgraded the prominence of charities and tax exempt organizations on the website.

13The entire list of revoked organizations remains available on the IRS Website, but not organized by state of
domicile.



regulators, butial so subjected state charity regul ato
Procedureso that are explained in over 128 pa
Security Guidelines for Federal, Stsighed forand Lo
safeguarding tax data supplied to the IRS by individuals, corporations and partnerships, than on

the tax exempt sector, whose tax returns themselves are publicly available on the Internet and
who must provide public access to their Form 1023adher data.

The effect of these draconian information sharing procedures is that only 4 states have

entered into information sharing agreements with the TRBor example, information that is
produced to state charityRS engauyl art cotr sb @ ni mpuatpte
into any Networked computer system by a state
network being subject to another extremely difficult set of security procedures. Thus, state
charity regulators must write théaritable organization that is subject to an IRS disclosure and
request any communications from the I RS to fr
security requirements (See the ethical quandary caused by this discussed below).

These byzantineegurity requirements led 43 State Attorneys General to write a National
Association of Attorneys Gener al (ANAAGO) ASi
asking Congress to free state charity regulators from the yoke of security requiremecablappl
to individual taxpayers. In the sign on letter cauthored by Hawaii Attorney General David
M. Louie and Colorado Attorney General John W. Suthers, NAAG explained the problem
created by the PPA as follows:

As a result of the Act subjectingformation sharing between the IRS and state
charity officials to I RC A72136s criminal
state charity officials, including state attorneys general, to the same informational
safeguards imposed on the tax and reveneaa@egs of the 50 states. A copy of

the 106page IRS Publication No. 1075 that describes the multitude of safeguard
procedures to which state charity officials must adhere may be found at the

following URL: http://www.irs.gov/pub/irgpdf/p1075.pdf.

These pocedures not only create the ethical and legal conflicts described below,

they are simply unworkable given the limited resources of state charity officials

and should not apply to information regarding the revenue, expenses and
governance data of chariteborganizations already required to publicly report

their financi al and operational dat a. The
protection of confidential federal income tax information should be inapplicable.

These safe guards, for example, do petmit state charity officials to enter any

shared data through a word processing program on any networked computer for

inclusion in a civil complaint without complying with a myriad of security
requirements that state charity officials do not have thauress to implement.

14The author of this paper wishes to acknowledge that the IRS Exempt Organizations Division has made more
than good faith efforts to educate state charity regulators on how to comply with these requirements.

15S_eeAppendix C.



Consequently, despite years of diligent efforts by state attorneys general to obtain
information from the IRS, only three state Attorney General offiddsw York,
California and Hawad have entered into informatiesharing agreementsitiv

the IRS since the adoption of the Act nearly five years ago.

Even the three states that have entered into informaliaring agreements have
had to construct an uncomfortable Afiction

The NAAG Sign on letter closed noting thatfarmation applicable to tax exempt
charitable organizations should, as a matter of public policy, be more freely available to State
regulators, given the complementary role played by State Attorneys General in policing the
sector:

We see no reason why IR@otices of refusals to grant t@xempt status,
proposed revocations of exempt status, or proposed deficiency taxes for
prohibited transactions under chapters 41 or 42, such as intermediate sanctions,
taxes on selflealing transactions and similar mattergolving public charities

and foundations, should be subject to the same criminal penalties and security
procedures applicable to individual and corporate income tax return information.
This is all extremely valuable and important information that allstate charity
officials to fulfill their statutory mandate. The safeguard requirements have

proven unsuccessful and unworkaHe.

Congress has taken no action to liberalize the information sharing provisions of the PPA
in response to the NAAG Sign Ontlat nor does it appear that the IRS has advocated for such
liberalization. Given that it is the primary role of State Attorneys General to safeguard donor
expectations and charitable assets regardless of the form in which they are held, a role distinctly
di fferent from the Aboard patrol o role played
that there be far more transparency in the relationship between the IRS and state charity
regulators.

B. Transparency by State Charity Regulators: Is Source Bta Public?

After having participated in the prosecution of one of the largest breach of trust cases by
a tax exempt charitable trdst he @A Bi shop Estate Controversyo t
set about to renact a registration requirement foradkable organizations that solicit
contributions in Hawaii. From 1969 to 1994, Hawaii had a registration law, but only about 125
charities were registered (whether mainkoaded or Hawaii domiciled with the State at the time
of the | awds repeal)

After two unsuccessful attempts to-agedify a registration law in Hawaii, and after a
threepart newspaper series in tHenolulu Advertiser ent i t | ed fAHawaii 6s Rul

184

4.



Oversight of ChaAattbresyoGehenaHawWMark Bennett
my efforts to yet again introduce a registration law. AG Bennett, however, demanded as a
condition of bill introduction that the law be effectévéhat registration forms and related
submissions not siply be boxed away and not be reviewed or subject to scrutiny. Therefore, in
drafting a new registration law, | included a requirement that the registration and annual financial
reporting by registered char it i egistrdiiem prdcesse el e
would be fAipaperlesso and (b) source registrat
all to search and review via the Internet. In response to theghreaewspaper series in 2007,

Hawai i 6s DemocrattedSehat At Caunaey 6Gdopral 0s r
it was passed and enacted effective January 1, 2009.

4 1 . . : . .
Hawai i 0s I nternet agcprom@es allbusers withh aa searchable r e g i
database of all registration statements filed by registdradties and the data can be searched in
a variety of ways:

@ Charities - Mozilla Firefox p — 4 EHlell >
File Edit View History Bookmarks Tools Help I *
| {8 Charities x [ [} how much would adollaraweekadd... < | + | = o 0 o 4

€ @ httpsi//ag.ehawaii.gov/charity/search.html C | | Ml - AVG Secure Search Pl @

? SREGE
K e" DEPARTMENT OF THE ATTORNEY (GENERAL

Search for a Registered Charitable Organization

All charitable organizations must register in the State of Hawaii with the Attorney General's office if they solicit funds and are not covered by
an exemption in the law. The following search can be used to access registration and other information about each of these registered
charitable organizations.

To search for a specific charity, enter any of the following fields and click on "Search’.

Charitable Organization Name: Begins With  [+]

FEIN: &

City:

State: All States B

Zip Code:

NTEE Code: Select NTEE code [l
——

Subscription Services | Terms of Use | ContactUs | Feedback | State Portal | Charity Resources | Admin login

x Find: [N § nect 4 Previous & Highlightall (7] Match case (@) Phrase not found

158PM | |
1/3/2013

e I F | : A =

The registry allows any donor, regulators, and other persons to determine who controls the
charity, how it solicits funds, how much it spends on program senénddundraising,
management and general expenses. Users of the registry can determine whether there are
personal relationships among management and whether the organization has been subject
to regulatory discipline, among other things:

18S_eeAppendix D- Honolulu Advertiser September 16. 2007.

19 http://ag.ehawaii.gov/charity




@ 990220777.pdf (application/pdf Object) - Mozilla Firefox - - ‘ P - EM

File Edit View History Bookmarks Tools Help

| {8 Charitable Organization Details (2 990220777 pdf (application/pdf Object) > | 3 how much would a dollar a week add... IT‘
ag.ehawaii.gov/charity/attach N | P #®
21. Amount paid to PFR/PS/FRC during previous year: § 41,000.00 .
22.(A) Total contributions: $ _1,615284.00
(B) Program service expenses: § 1.452,841.00
(C) Management & general expenses: § 8,776.00
(D) Fundraising expenses: § 50,844.00
(E) Total expenses: $ 1.512.463.00
(F) Fundraising expenses as a percentage of funds raised: __3-00% %
(G) Fundraising expenses plus management and general expenses as a percentage of funds raised: 4.00% %
(H) Program services as a percentage of total expenses: 96.00% % =

Under penalty of perjury, we certify that the above information and the information contained in any
attachments or supplement is true. correct, and complete.

Swaorn to before me on (or signed on) .20

Notary public (if required)
Ryan Sakaguchi Tracey Keahi

Name (printed) Name (printed)

m:ame (signature) Name (signature)
_ acidant - -

- ,1_\ & Nedt 4 Previous & Highlight all [7] Match case i@ Phrase not found

o~ ) T | e . W, ., P
EHETBEmYM @ Dy 7 b, oy gy 200PM
: (I N | = BEeO oo ’

A complete example of such a registration statement is included in Appendix E. In
addi ti on, Hraevqii 9tdrsy cphraavitdJes compl ete access t
990.

An electronic or Internet based registration process promotes far better compliance by the
nonprofit sector than a papkased registration process and yields more complete andase
data. For example, online registration systems quickly reject and return incomplete registration
forms. Electronic registration systems also result in less clerical and review time by agency staff
and paper storage costs. It also allows regulaborany person to quickly search for and retrieve
a registered charityds financi al and operatio
a charityds data and streamline registration
repealed n 19914, Hawai i had approxi mately 125 roe
registration process. Today, there are over 2400 registered charities in Hawaii, the majority of
which are domiciled on the mainland. The direct public availability of registrdate to some
extent forces umegistered charities to operate in the Sunshiwbether because their
professional advisors suggest compliance, or because third parties report theigisoation
status to the State. Such third parties could be chariiabl® mpet i t or so0 or donor ¢
board members themsel ves. Hawai i, however, wa
other states with registration laws are somewhat wedded to paper based registration systems.
Only Arizona, California, Carado, Hawaii, Ohio, Tennessee, New Mexico, South Carolina, and
Utah have Internet based registration systems and only Hawaii, Ohio, Colorado, and New
Mexico mandate electronic registration.

10



Hawaii is in the process of implementing an onliegistration system for professional
fundraisers, thus allowing direct public access to their registration forms, and financial reports
which detail how much was raised, the percentage of proceeds the charity actually received and
itemizing all other cost®f charitable fundraising campaigns and contracts. Thus, it will be
possible, for example, to examine how efficient a particular fundraiser was for all of its charity
clients and to compare and contrast efficiencies of different professional fundraisers.

As stated above, Hawaii and those few states that provide direct access to a registered
charitybés registration form arddot st extragtéd of i nanc
summary data from such submissions, allow donors, stakeholders, theamedithers to view
the activities of the registered charity under a microsgdpes serves an important deterrence
effect and builds donor confidence in wise giving.

. . . 2
Although 39 state have registration laws in some form or ano?kmerZOlZ survey of
stae charity regulators that includes Attorneys General, Secretaries of State, and Consumer

Protection Offices shows that very few provide direct access to registration forms and financial
reports. Only nine states provide direct access to registratiamrrhs, and one of them, Texas,

only for law enforcement organizations. Thirty states provide public access only to extracted data
fromregis?;[rationforms. Ni ne states provide
annual financial reporzt.

States charity regulators, evénh os e t hat d o n @duld imprave theirer ¢ h .
transparency by making available to the public, via the Internet, information on the results of
their investigations and enforcement actions, including cease and des#ss, judgments,
appeals from registration suspensions or revocations, and injunctive orders, etc. The Hawalii

Attorney General és Office provides direct onl
other enforcement documents.

At present,only nine state charity regulatory agencies make such enforcement data

available via the Internet. The publ i c availability of such d:
deterrent effect that Justice Brandeis described, but it also serves as an efteatateonal tool
for the nonprofit sector and charities to learn more about the types of cases and abuses State

Attorneys Gener al pursue and donot pur sue. I
because donors know that someone is policingebtos

nt

Beyond the I nternet posting of enforceme
t o |

of fice has also provided internet access
agreed to implement remedial actions or reforms in response fdesqur formal investigations

20Seewww.multistateﬁlinq.orq

21S_eeAppendix F
22Id. California, Colorado, Hawaii, New Mexico, New York, North Carolina, Texas, Utah and Washington.
2. California, Colorado, Hawaii, lllinois, Massachusetts, New Meximy York, North Carolina, and Utah.

24Id. Alaska, Colorado, Hawaii, Idaho, Indiana, Mississippi, New York, Pennsylvania, and Vermont.

11



by the Hawaii Attorney General 6s Office. Mi s s
theory is that providing access to such redacted information protects the charitable organization
(and more importantly its charitable purpose) from needless embarrassment, yet also providing

the educational/deterrent effect discussed above.

1. CONCLUSION

Transparency plays an important role in the -ssdjulation of the charitable sector,
however, both federal and state charity regulators shotdduble their efforts at making their
regulatory programs more accessible and transparent, leveraging theoptiveelnternet. States
and the IRS could go farther in making source data available for public searches and
examination. The IRS should seek to liberalize restrictions that needlessly interfere with a more
efficient and robust system to detect and pnévealfeasance and protect charitable assets that
are placed at risk. The regulation of charities and data about the sector could be more freely
available on the |1 RS0s website. Shining Branc
data and enforeeent activity could help charities better understand the regulatory environment
and empower donors and funders to make better educated decisions, both of which assist to
avoid fraudulent activity and help government agencies use its enforcement resoorees m
wisely.

12
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September 14, 2007

Mr. Ron Schultz

Ms. Theresa Pattara

Form 990 Redesign

Internal Revenue Service Via Email
Washington, DC

Form990Revision@irs.gov

Re: National Association of State Charity O
Dear Mr. Schultz and Ms. Pattara:

NASCO strongly supports the I RS6s efforts
needs to enforce federaltax lawg,b t o serve the formdéds many st a
regulators. The redesign recognizes that in the nearly thirty years since the form was last
redesigned, the nonprofit sector has evolved. Exempt organizations are more frequently engaged
in compex businesdike activities and relationships with other entities. Advances in
communications technology in the past twenty years have made it possible for nonprofits to
widely expand the geographic area in which they conduct programs, make grantsi@and sol
funds. NASCO supports IRS goals to improve transparency and compliance and to reduce the
burden on filing organizations.

NASCO supports the concept of a core form, a summary page and schedules that will be
filed by organizations as they apply to thagtivities.

Data collected on the Form 990 is vitally important to state officials charged with the
responsibility to oversee charitable assets, charitable organizations and fundraising. As you
know, NASCO has been formally collaborating with the IRShendesign of the Form 990 since
1981, when states agreed to accept the Form 990 for state registration and reporting purposes
provided that information the states needed would be collected by the IRS.

Previously, a charity that solicited contributions a national basis was required to
complete dozens of unique financial reporting forms to comply with state regulations. The
agreement by the states to accept the Form 990 as a standardized, multipurpose information
return and financial reporting form wastended to ease the filing burden on nonprofits and
improve the accuracy and reliability of exempt organization financial information filed with both
state officials and the IRS. We believe that there has been success in meeting both objectives, but
asavays, we strive to continue to seek further
responsiveness to NASCO6s needs and we | ook f
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The governancquestions will generate questions from nonprofits as to whether they are
appropriate areas of inquiry for the IRS, as state officials traditionally pursue violations of
fiduciary duty and failures in governance. If IRS engages in educational activiti@sboa s t
practiceso for charity directors and trustees

The proposed implementation date is ambitious, and will require many states to
completely revamp their charities registration databases. This may pose significangelsdibe
some states.

Set forth bel ow are NASCO6s comments on th
1. Raising the Filing Threshold

The IRS is considering raising the minimum filing threshold from $25,000 in annual
revenue to $50,000. This recognizes that the current @&l®25,000 is much less than it was in
1979. Of the 39 states that regulate charities and fundraising, nearly all maintain minimum
registration and reporting thresholds of $25,000, and under. As an example, New Hampshire
requires all charities, regardlesksize or income, to register and report. California requires all
charities that receive assets of any amount to register. South Carolina, Maine and Utah require
charities to register without regard to a mirt
$8, 000 for charities that solicit, and no mir
provides that a charity that does not file a Form 990 must file an audited financial statement, if
revenues are at least $25,000. Texas, which does ndereghsirities at all, relies on Form 990
data obtained from public sources when it evaluates complaints against charities. New York,
Minnesota and many other states have a $25,000 threshold by statute. Charities with revenues
between $25,000 and $50,000shtegister and file an annual report.

NASCO surveyed its membership on this question and asked whether there is support for
the notion that the states should similarly raise the minimum threshold in tandem with the IRS.
We find that no state statute siieally ties its threshold to that of the Form 990. In fact, many
states require small charities that are not required to file the Form 990 with IRS complete the
return and file it with the state.

NASCO members state that they believe that retentioth@fminimum thresholds is
important because of the high incidence of mismanagementjesdihg, misappropriation and
waste of charitable assets at these lower asset levels, which most states are mandated to protect
for the benefit of the public. While wab not have specific data on this issue, NASCO members
state that a relatively high proportion of complaints they receive relate to the operations of
smaller organizations.
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We recognize that to heve its goal to reduce burden, the IRS believes it may need to
raise the threshold for the filing the Form 990. We note, however, that comments proposed by
Independent Sector and others express concern about the lack of public information that will be
lost about the tens of thousands of smaller organizations should this occur.

If the threshold must be raised, NASCO would prefer that the small organizations be
required to file at least a short form of sorts. If NASCO members need to revert to-a state
spedfic form for registration and reporting purposes, the uniformity we have gained through the
Form 990 will be lost. NASCO stands willing to work with the IRS and others to achieve a
compromise.

2. Core Form, Summary Page

NASCO supports the concept of sammary page that provides a snapshot of an

organi zationds identity, its size by i ncome
governance structure. The states appreciate the addition of new data such as the state of legal
domicile, andthe yea of f or mat i on. It could also be hel

(corporation, LLC, unincorporated association, trust) and whether it is a membership
organization.

Many nonprofit charitable organizations have alternative identities. For instance,
C.C.R. F. iI's known as Childrends Cancer Resear
Charities is more widely known as St. Jude Ch
corporate identities would be helpful.

Part I, Line 1. Substitutpurposefor mission The mission statement could be added to
Part 1ll, line 11 which asks how the organization makes certain documents and information
available to the public.

Part I, Line 2. Provide additional space. Astdgrambefore the wordctivities,so that it
states fAlist the organizationds three.dmost si

Part I, Line 4. Al ndependent 6 must be ade
merely in the glossary.

Part I, Line 6. Compensatiothreshold. This requires a listing of the number of
individuals receiving compensation in excess of $100,000. Many NASCO members believe that
the compensation disclosure threshold should be lower.

Part I. Lines 1116. Line 12 should require reporting aintributions and grants from all
sources, excluding government. Include a separate line for government grants.
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Part I, Lines 25 & 26. Generally, NASCO is not convinced that it is necessagiude
the Gaming and Fundraising data on the summary page so long as the detail is provided on a
schedule. Gaming is a specific activity that bears little resemblance to other types of fundraising
and placing these two activities together on the sumpegg is confusing.

Removing this from the summary page will free up space that can used for more
information about programs and activities, and perhaps for certain expense information that
could help to make the summary page a universal reporting forsmfalt organizations.

NASCO encourages the IRS to add another line to Part | that requests the total number of
volunteers. This is important information that is not captured elsewhere.

3. Summary Page Metrics, Part |, Lines 8b, 19b, 24b

We understand thahe proposed inclusion of the percentage calculations on lines 8b,
19b, and 24b have prompted a fair amount of objection in comments received thus far. NASCO
is sensitive to the notion that prominently featuring such percentages on the summary page
connoes that these are important measures of a
one can use these formulas to draw meaningful comparisons between entities. The diversity of
the nonprofit sector is such that often these comparisons are not melamhgfu applied
broadly.

|l ndi vi dual s who are wusing nonprofit data t
choose which numbers to compare and perform the calculations as they see fit. A lender will
consider certain ratios to be particularly relevavhjle a potential funder may consider other
financial indicators.

NASCO encourages the IRS to reconsider whether the ratios proposed in the draft are
those that provide the most value to the public and are not likely to lead to misunderstanding or
distottion.

In our experience, potential donors who contact state regulators for information want
assurance that their contribution will be wsflent. They want to know to what degree their
financi al support wil|l a d v a n year finahcel dataocarpbe o f i t &
hel pful in demonstrating the proportion of t
program services and other expenses, both by function and object category. It may be relevant,
for instance, to a donor if the program erpes are chiefly in salaries or in printing, postage and
caging expenses. We routinely encourage donors to review at least summary data taken from the
Form 990, and to consider that information against their own standards and values. Percentages
can be hipful in that analysis. For those citizens who respond to direct mail and telemarketing
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donation appeals, and who are making choices among dozens of requests for contributions, it
may be especiallhelpful to compare the total of joint costs of conducting an educational and
fundraising activity to total expense or to program service expense.

Thus, a ratio that in NASCOOG6s experience |
percentage of prograservice expense to total expense.

Part I, 8b. Asks that the total amount of money spent on program services be divided by
compensation paid to officers, directors, trustees, and other key employees. The vast majority of
charitable programs services aggreed out by persons other than officers, directors, trustees and
other key employees. NASCO doubts that this metric will provide meaningful information.

Part I, 19b. Asks that total fundraising expenses be divided by total contributions. This
figure canbe helpful to donors when the charity is reliant on one or two methods of raising
funds. Most established entities generate revenue and contributions through a diversified
approach, seeking both large and small contributions and grants. Newly estatiitiels may
experience high fundraising costs initially until the organization is able to secure a number of
faithful donors. But for those charities that do not have multiple sources of revenue, this number
may be of value to some donors.

Partl,24bSeeks to compare the total of current
fund balance. Generally, the individual who is evaluating this ratio is going to be able to do so
without having the calculation performed by the reporting entity.

4. Part Il, Compensation

The proposed reporting threshold for compensation disclosure is $100,000, up from
$50,000. NASCO members generally believe that the current $50,000 threshold should be
retained.

On line 1a instructions, it might be helpful toinser ii n t he aggregatedo
compensation.

NASCO ~concur s wi t h Jack Siegel 6s recomme .
descending order (trustees and directors first, institutional trustees and directors, then officers,
then employees). That wia result in all individuals within one classification being grouped
together.

NASCO prefers that the disclosure of the position title and number of hours devoted
weekly to position be retained.
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Because compensation for former employees who receive less than $100,000 in
compensation does not need to be reported on this schedule, the form only reveals former
employees paid in excess of $100,000. Column B is helpful because it permits all relevant
individuals to be included in one comprehensive schedule.

NASCO has traditionally supported the disclosure of the city and state of residence of
directors, trustees and officers. We recognize, however, that many organizations engaged in
controversial progims, or which assist those in abusive relationships, have a strong interest in
maintaining privacy to avoid harassment or threats. NASCO members concede that the safety of
volunteer directors, trustees and officers from harm will occasionally overriage¢aefor public
disclosure of the city and state of residence.

5. Part Il, Section B

Entities that r esfechoddbd seqused to tompldtel Schedule B a
and the Line 5f table should be moved to Schedule R. Rather than ask for a description of the
transaction, there should be a list of categories to allow a afeckther than a description,
such as those that are currently captured on Form 990, Schedule A. You may wish to add
Asubstanti al contributoro to |ine 5 as well
definition that currently applies to ScheduleRsrt lll, Line 2.

Line 10a requires the listing of the top five independent contractors that received
compensation of more than $100,000. The instructions clarify that professional fundraisers are to
be excluded since they are to be listed on Scheduledduld be helpful to mention it on the
form.

6. Part Ill, Statements Regarding Governance

Steven T. Miller, Commissioner, Tax Exempt and Government Entities has engaged the
tax-exempt sector regarding the appropriate role for the IRS with respectémgoee. He has
taken the stance that, at a minimum, the IRS should educate on basic standards and practices of
good governance and accountability. The states concur with observations made by Senators Max
Baucus and Charles Grassley that governance e atare of every charity scandal. In addition
to carrying out our registration and enforcement functions, NASCO members have been
extensively involved in promoting accountability and proper stewardship of charitable assets.
State offices have published afndely distributed truckloads of materials on fiduciary duties of
directors, and through forums, meetings and telephone calls, we have had countless educational
contacts with community leaders and nonprofit board members. As an organization, NASCO is
committed to continuing these important activities and welcomes the educational nature of the
inquiries on the redesigned form. With that said, however, it may be important for the IRS to
continue to state its reasons for asking the governatated questiaand dispel any notion
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thatit intends to conduct enforcement activity solely based on responses. It would also be useful
to note that the organization should refer to the applicable state law for specific legal
requirements.

Independent Sector suggests that separating statutorynp | i ance questi ons
practiceso questions would help to make the
educational in nature. This suggestion is worthy of consideration.

The instructions should clarify that neoting members areon to be included in the
number of persons on the governing body. Some organizations list honorary trustees or directors
on the IRS return. When prominent individuals are so listed, it gives a reader the misleading
impression that these persons have aweacoble and vote in the management of an organization.

Question 75a of the current Form 990 asks how many officers, directors, and trustees can
vote at board meetings. However, we do not see that question on the draft return. Because some
organizations Vil list honorary, norvoting directors, this information is useful in determining if
that is the case. In addition, an instruction for Part Il should clarify that thos&otiog,
honorary directors should not be listed.

The checkboxes to question 8 ads&n independent accountant provided certain services.
Since there is no opinion or other form of assurance provided by an accountant who prepares a
compilation, this choice should be eliminated to avoid any misleading conclusions.

NASCO suggests thatRE consider adding a question to elicit whether the entity
experienced theft and/or embezzlements during the year: Theft and embezzlement are often
indicators of poor internal controls and/or lack of board oversight. Many entities currently report
such loses in overall operating loss without explanation.

As stated above, the mission statement could be added to Part lll, line 11, which asks
how the organization makes certain documents and information available to the public.

7. Part IV, Revenue

Additional data regarding sources of contributions, such as aggregate amounts raised
from individuals, foundations, and corporations, would be desirable and of interest to the public.

8. Part V, Statement of Functional Expense

For lines 1 and 2, requesttithe amounts of cash and rmash grants be separately
disclosed. Line 3 should include a reference to complete Schedule F.
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Line 11 e. The Form calls for the amount of professional fundrafsggjo be reported
on Line 1le. The Instructions state that the organization should report not only the fee, but the
amount of money paid for fundraising services, including payments for printing, paper,
envelopes, postage, mailing list rental, etc. lwusted in professional fundraisirige. The fee
portion of what an organization pays to a professional fundraiser should be separated from the
amounts it pays to the fundraiser for other services, such as graphic design, printing, or postage.
However, bothpieces of information should be factored in for purposes of the Schedule G
trigger. The dollar level of the trigger, as we state below, may be too low at $10,000.

The states ask that costs for printing, postage, and telephone costs be retained@s object
natural expenses that can be allocated to the appropriate function. Line 13 combines supplies,
tel ephone, postage and shipping, and printing

Line 12, Advertising. The instructions state thahouse fundraisingosts and printing
should be reported as advertising expense. This is confusing.

NASCO heartily endorses the 5% limitation for other expenses imposed by Line 23.

NASCO understands that the absence of the joint cost disclosure in the redesigned form
is anoversight and will be included in the final draft. NASCO wishes to express its strong
preference for this information. We request that the joint cost information currently required be
added back into the redesigned form.

The overview leaves thiempression that the joint cost disclosure would be replaced with
the requirement that organizations exempt under section 501(c)(3) and 501(c)(4) follow AICPA
SOP 982 in allocating joint costs of conducting a fundraising and educational activity. NASCO
supports requiring all tasexempt organizations that allocate joint costs to follow AICPA SOP
98-2.

It must be emphasized that these are two separate issues. Requiring organizations to
follow SOP 982 is a welcome development that NASCO has long advocatddit & not a
substitute for the disclosure of the actual joint cost expense allocation. Without that, a reader of
the Form 990 would not be aware that such allocations took place, and would not be aware of the
effect of those allocations on the functibaapense statement.

We agree with the movement of payments to affiliates to Part V, line 21 of the draft 990.

It is not clear if organizations holding both conservation land and conservation easements
are required to fill out both Part Vand PartVIhEs e parcels are fAprogran
appear both parts must be completed by the conservation organization: Part V requires the cost
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andbook values of the conservation land while Part VII lists the easements only and does not
require cost/book values. A clarification would be welcome in the form or in the instructions.

9. Part VI, Balance Sheet

Line 10 does not require a description/vabfethe investments on Schedule D. Some
public charities have significant publietyaded stock and bond holdings that are not being
properly administered and which could jeopardize the financial health of the organization; this
therefore becomes an impant piece of information for regulators.

Part VI I, l'ine 16 refers to fAassets in per
30 of the core form 990 refer to SFAS 117. Sc
Schedule D, Part XIII refers teconciliation of Net Assets including unrestricted, temporarily,
restricted, and permanently restricted assets. It seems there should be somefersoase
among these four elements since all/l four ref
restrided assets as defined by SFAS 117. Senators Grassley and Baucus specifically mention
endowment funds in correspondence to Treasury. The new 990 should allow the reader to
understand the value and size of permanently restricted funds held by a publc charit

10.  Part VII, Statements Regarding General Activities

The instructions for lines 7-la, which serve as a trigger for Schedule R, need to be very
cl ear. The definition of Acontrol 0 is not <cor
Schedule RThe core f or e xreanfpdros etnd | it ax, whi |l e S
Anonprofitd entities.

The reference to Arel ated organizationo s
definition of related parties that appears in the 2006 Form 990 shouldabeedetThe draft
redesign definition is not as comprehensive and does not include a critical element, namely,
person(s) who exercise substantial influence. The definition of substantial influence should also
be retained from the 2006 instructions.

Thefom uses the term fAper manent eendbwnvement . O

permaneni s defi ned as, AfAssets held subject to s
per manent source of income. 0 A bet tmightbd:ef i nit
AEndowment funds are funds to which the dono
remain inviolate and that only income be expe

often misunder stand wh at ndaemd téieclude amwestdacted funidsu n d 0
in their permanent investment funds. The definition should be very clear for purposes of the form
990 in order to reduce the confusion among public charities and to give an accurate accounting
of Atrue endowmento funds
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Line 12 appears to promote the notion that an entity serving as a fiscal agent should have
a written agreement to protect its tf@xempt status. NASCO agrees that written fiscal agency
contracts are desirable and would help to minimize legal disputes that often arise between the
sponsor and the sponsored organization regarding expenditure authority. Additional discussion
of the objectives of this question should be added to the insinscti

11. Part IX, Statement of Program Service Accomplishments

The Statement of Program Service Accomplishments should be moved to the forward
section of the core form, preferably the second page. The signature block can be appended to
Part VI, StatemenRegarding Other IRS Filings.

12. Schedule D

NASCO recommends adding a section for publicly traded investments. The instructions
for VI should encourage disclosure of all|l ot
will need to provide a briefv@rview of FIN 48.

13.  Schedule G Fundraising and Gaming

In our experience, entities that engage significantly in gaming are not likely to have the
fundraising activity that would be reported on the proposed Schedule G. NASCO agrees that the
fundraising andg a mi n g activities are sufficiently di
enforcement perspective and the stateso6 fundr
the disclosure and reporting functions.

The schedule trigger, at more than $10,000 Part 4, line 11a (gross income from
fundraising events) or Part 5, line 11e (professional fundraising expenses), is quite low. It would
potentially encompass every school PTO carnival held in the United States. Perhaps a trigger of
$25,000 should beonsidered.

Part 1, Fundraising Activities. 1a. While it is helpful to know the method by which a
charity solicits contributions from the public, it would be more relevant to know what proportion
of revenues received were from each method. Other methdmsadded to the description are
doortod oor solicitations, electronic or print me

For purposes of Schedule G, it would be more useful if theexarmpt organization
indicated only the fundraisiractivities for which it paid a fundraiser for services rendered.
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Part 1, Fundraising Activities 1b. This question asks if the organization had a written or
oral agreement with any individual (imcling officers, directors, trustees, or key employees
listed in Form 990, Part Ill) oprganizationin connection with these or other fundraising
activities. If yes, they must be listed on the table, disclosing the name of the
individual/organization, théype of activity, the gross receipts, amount paid to or retained by
individual, and the amount paid to the organization.

First, reference to the insiders within the parentheses almost suggests that the main
purpose in asking this question is to determinéhose insiders are being paid to conduct
fundraising activities. This notion is reinforced by question 2. Only after reading the question
more than once, it becomes evident that the question is eliciting information about any contracts
the taxexempt oganization has related to fundraising. Second, characterizing the contracted,
compensated fundraiser as an fiorganizationo
fundraiser as an individual or third party or entity. A definition that closedembles common
state definitions for professional solicitor, fundraising counsel, or professional fundraiser should
be considered.

NASCO asks that the address of the third party or entity be disclosed.

This request for disclosure is perhaps much broader than is necessary. Many states
require that contracts between charities and professional fundraisers be filed or described. The
states generally do not require contracts with graphic designers, letgerphiofers, entertainers
and other vendors that provide services connected to the fundraising activity to be filed as part of
the registration process. If the situation warrants, those contracts can be obtained by investigative
requests.

It would be desable to separate out the fee portion of the amount paid to an outside
professional from the other amounts an organization pays to its vendor for related costs, such as
printing, design, telemarketing services, or postage.

The wording of columns (iv) and v ) i n the tabl e, Afamount

individual or organization |listed in (a); an

custody and control of the contributions solicited from the public.

The information provided in response tod3tion 3 might be improved by a list of the
states with which the organization is registered (or may be recognized as exempt from the
requirement) and checkboxes for each state.

Only a few NASCO member states actively regulate gaming activities in additio
regulating charitable fundraising. Most states have a separate agency or division that enforces
state laws governing bingo, pull tabs, raffles and other games of chance. NASCO received a few
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comments from its members regarding the gaming section of this schedule. Instructions for Part
l'11: The definition of gaming does not includ
are rapidly replacing Bingo among the larger charities engagiggnres of chance. Additional
information may be required if an organization contracts with a third party for gaming revenue.

Line 19b is not clear with respect to the amount of distributions required under state law that
were distributed to other organizats. It is not clear if the actual amount distributed or the
minimum required to be distributed is requested. Both amounts may be of value.

14.  Schedule H, Hospitals

The data collected on the hospital schedule will be valuable to government, to healthcare
policy-makers and to the broader public. We acknowledge the vigorous debate within the
industry as to what should be included in community benefits. No matter what the final schedule
looks like, the data obtained through its uniformity across the specftrtem-exempt hospitals
will be an achievement.

New Hampshire and many other states have specific community benefits reporting laws
for hospitals. Part |, sections4lof Schedule H refers specifically to charity care activities. New
Hampshire nonprofit hepitals are not required to provide charity care as part of their community
benefits obligations and the Part | emphasis therefore has the potential to unfairly portray those
hospitals that do provide communi tnotpmoedeef i t s
charity care.

Defining actual hospital cost has been a challenge for every state seeking information on
community benefits. The worksheets attempt to quantify the charges in a consistent manner, but
there are a number of variables that make uniformity and-sexger omparisons very difficult.

For example, under Medicare, patients are sorted into DRGs or Diagnostically Related Groups
that weigh several factors in determining the reimbursement rate paid to the hospital. Hospital A

in New York City may charge more foraertain procedure than Hospital B in Concord, New
Hampshire, but not receive a greater Medicare reimbursement even though the New York
hospital 6s | abor and physical pl ant costs are
Catholic Health Assoation, the IRS may also consider speaking with state regulators in those
states with community benefits reporting requirements in order to understand the difficulty of
valuing/quantifying the benefits provided by nonprofit hospitals. There is no oppgrfania

hospital to report those community benefits that maguaditativeand impossible to quantify.

15. Schedule M, Noncash Contributions

NASCO shares the concern of the IRS that overvalueecash contributions on charity
income and expense statemenis the risk of distorting what is reported on the Form 990.
Therefore, we welcome the addition of Schedule M.
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Schedule M requirements may add an administrative burden for some charitiesvihat
not been properly accounting for donated items. However, NASCO believes that a long history
of lax accounting for nowash goods does not justify continuing the practice. A review of many
comments filed with the IRS fails to acknowledge that the thasi valuing the items for
purposes of reporting them as income. A possible solution to this dilemma would be to require
charities tchaasth rceopnotrrti bflutdmnso to keep these
then there may be no need for traki This would not be true for any item for which the
organization provided a Form 1098 to the donor. Any organization providing a 1098 should be
required to report and account for all such donations.

There is a need for more detailed instructions on whegport, how to report and recerd
keeping requirements for all items listed on Schedule M.

We encourage the IRS to also capture information on the donors of thmsioigoods
and their disposition. We also believe that the schedule should includigspasition of non
cash donations received in a prior period.

For columns b and d it would be beneficial if there were a total amount listed after line
26. This will allow the reader to determine if all items listed on Schedule M have also been
accountedor in Part IV (Revenue) and Part VI (Balance Sheet).

There are several suggestions that Schedule M should be eliminated and this information
combined with Schedule B. However, Schedule B is not publicly disclosed and not required to
be filed with most sttes. NASCO does not support combining Schedule M into Schedule B.

16.  Schedule N, Termination or Significant Disposition of Assets

The information captured on Schedule N will be highly welcomed by state offices that
oversee dissolutions and transfers assets. NASCO applauds the IRS for the addition of
Schedule N.

17.  Schedule R, Related Organizations

The language and definitions between the core form and Schedule R need to be consistent
and cl ear. The reference to nto elatadt partes.dhegani z
definition of related parties that appears in the 2006 Form 990 should be retained. The draft
redesign definition is not as comprehensive and does not include a critical element, namely,
person(s) who exercise substantial influenidee definition of substantial influence should also
be retained from the 2006 instructions.
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Part 1l, B, Line 5f should be moved to Schedule R. Rather than ask for a description of
thetransaction, there should be a list of categories to allow a afeckther than a description,
such as those that are currently captured on Schedule A.

Finally, a question has arisen as to the proper reporting of contributions or grants made to
an orgaization that is acting as a fiscal agent. We understand that a grant made by a fiscal
sponsorship arrangement is legally a gift to the exempt organization and it must retain control
over its expenditure to the sponsored organization and not act mesgbaas through.

NASCO asks that the language currently in General Instruction E be retained. It helps to
underscore our authority to question whether the form has been properly completed and
submitted.

Where the instructions make reference to allocatimt&een program, management and
general and fundraising, the IRS should refrain from implying or stating that certain costs are
always allocated to program.

Thank you for considering NASCOO6s comment
engaging the seatoso well through this period of comment and for moving this important
project forward.

Very truly yours,

JODY WAHL

President, National Association of State Charity
Officials

(651) 2974607 (Voice)
(651) 2967438 (Fax)

AG: #186292#v1



APPENDIX B



December 17, 2007
Via Expregs Mail and Email

Mz. Lolg Lerner

Director, Bxempt Organizations Division (T:EO0:RA:T)
Internal Revenue Sarvice

1750 Penngylvania Avenue, AW, Room €031

wWashington, DC 202%4

Dear Mz, Lerner:

The Roard of Directers of the National Asscciation of State
Charity Officials {NASCO} strongly beliewves that the IRSS
apparent intent to raise the filing threshold for the new IRS
Form 990 to 51 miliion in gross income, phased down over three
vears to 5250,000 iz extremely unwise." e wanted to taks the

opportunity to explain NASCO's position on this issue,

i. The [R3' apparent decision seems directly at odde with
the national serntiment to require charities to report mors, not
less information, and to become more, not less transparen
mven the TRS' own discussion draft of gocd governance practices
recommends full transparency.’ ©One only need read the Wall
Street Journal (W8T} cpecial report December 10" and the scores
of other recent articles in national publications to divine
nationral sentiment. The 2006 study guoted in the WSJ articie
shows trat 71% ¢f those surveyed beiieved that charities waste a

b

‘We very much appreciaze you sharing the IRS apparent Intentilons in a
phone call to me in my capacity as NASUD President. This information
remains solaly within the board's knowledge at this time.

fnmy making [ull and accurate information about its wmigsion,
sotivities, and finances publiciy available, a cherity deropstrates

Transparency . "






