ANNUAL COMPLIANCE FOR 501(c)(3) ORGANIZATIONS

This form for internal use only by the compliance officer, and is

used in seeking legal advice from the attorney for the organization.

Name of Organization:_________________________
Date of Completion: _______________

The checklist below is meant to provide a quick overview of the health of your major organizational systems.  It does not produce an organizational evaluation and will not let you know if your services are effective or efficient.  It will, however, let you know if you have the systems in place that are necessary to operate effectively and efficiently.
ORGANIZATIONAL ISSUES

1.
Articles of Incorporation and corporate status checked?


    Y ___


    N ___


N/A ___

2.
Do articles of incorporation eliminate or limit the personal liability of a director of the corporation to the extent allowed by state law?


    Y ___


    N ___


N/A ___

3.
Bylaws checked?


    Y ___


    N ___


N/A ___

4.
IRS advance determination letter ruling of 501c status received?


    Y ___


    N ___


N/A ___

5.
IRS final determination letter of 501c status received?


    Y ___


    N ___


N/A ___

6.
If not 501c exempt status, is organization a private supporting foundation or a private foundation?


    Y ___


    N ___


N/A ___

7.
State sales exemptions in place?


    Y ___


    N ___


N/A ___

8.
State property tax exemptions in place?


    Y ___


    N ___


N/A ___

9.
Have there been changes in articles, bylaws, or purposes, since exemptions received?


    Y ___


    N ___


N/A ___

10.
Where are the corporate records kept and who keeps them?

11.
Who is the designated compliance officer, and to whom does he/she report?

12.
Who is the designated director on the board of directors who is charged by the board with directly overseeing the work of the compliance officer?
13.
Is there an ethics committee or a designated person with whom an employee faced with an ethics problem may discuss the matter?


    Y ___


    N ___


N/A ___

BOARD OF DIRECTORS

1.
Is the Board of Directors elected by a membership that represents the community that the organization serves?


    Y ___


    N ___


N/A ___

2.
Is the Board of Directors elected by a membership that represents the people who use or benefit from the programs and services of the organization?


    Y ___


    N ___


N/A ___

3.
Are new Board members given an information package on assuming their position that includes:

· Board minutes from the previous two years

· Financial statements from the previous two years

· Annual and Auditor’s Reports for the previous two years

· A copy of the Articles of Incorporation, Bylaws, Mission/Vision Statement, etc.

· An organization chart

· Summaries of all programs/services

· Copies of any program/service evaluations from the previous two years

· A list of key staff and their positions

· Brief biographies of all Board members


    Y ___


    N ___


N/A ___

4.
Are new Board members given an orientation to the organization within their first month on the Board?


    Y ___


    N ___


N/A ___

5.
Are Board descriptions covering all Board positions provided to all Board members?

    Y ___


    N ___


N/A ___

6.
Are Board meetings conducted at least quarterly?


    Y ___


    N ___


N/A ___

7.
Are written agendas sent out before Board meetings?


    Y ___


    N ___


N/A ___

8.
Does the Board set its annual goals for its own work?


    Y ___


    N ___


N/A ___

9.
Does the Board evaluate its performance annually?


    Y ___


    N ___


N/A ___

10.
Does the Board evaluate the C.E.O. annually?


    Y ___


    N ___


N/A ___

11.
Does the Board have a process for handling emergencies between meetings?


    Y ___


    N ___


N/A ___

POLICY MANAGEMENT

1.
Does the organization have a Values Statement that is reviewed regularly?


    Y ___


    N ___


N/A ___

2.
Is the Mission Statement reviewed by the Board at least every two years?


    Y ___


    N ___


N/A ___

3.
Are the Articles of Incorporation and Bylaws reviewed by the Board at least every three years?


    Y ___


    N ___


N/A ___

4.
In addition to the standard sections, do the Bylaws have policies covering Board member conflict of interest, Board members who apply for jobs with the organization, Board member absenteeism, and Board member liability?


    Y ___


    N ___


N/A ___

5.
Does the Board set annual goals for the organization?


    Y ___


    N ___


N/A ___

6.
Does the Board have a Strategic Plan that is reviewed regularly?


    Y ___


    N ___


N/A ___

7.
Does every program/service that the organization provides have a set of measurable objectives/outcomes that are approved by the Board or its delegate committee?


    Y ___


    N ___


N/A ___

8.
Does the Board control signing authority?


    Y ___


    N ___


N/A ___

RISK MANAGEMENT

1.
Does the Board have a realistic annual budget and a plan for achieving it?


    Y ___


    N ___


N/A ___

2.
Are financial statements presented to the Board at least quarterly?


    Y ___


    N ___


N/A ___

3.
Do financial statements provide comparative information for the previous year and for the current budget?


    Y ___


    N ___


N/A ___

4.
Is the Board Treasurer skilled at financial analysis?


    Y ___


    N ___


N/A ___

5.
Does the organization have unrestricted operating reserves to cover a minimum of three months’ operating costs?


    Y ___


    N ___


N/A ___

6.
Does the cost of fund raising not exceed 25% of funds raised?


    Y ___


    N ___


N/A ___

7.
Are at least 75% of all expenses directed to the Charitable Objects of the organization?


    Y ___


    N ___


N/A ___

8.
Are limits put on over-spending without Board approval?


    Y ___


    N ___


N/A ___

9.
Are all staff/volunteers who are in regular contact with vulnerable people or who are in a position of authority over vulnerable people screened by police?


    Y ___


    N ___


N/A ___

10.
Does the organization regularly educate its staff and volunteers on, and enforce policies on discrimination and harassment?


    Y ___


    N ___


N/A ___

11.
Does the organization have and enforce policies on confidentiality where appropriate?


    Y ___


    N ___


N/A ___

12.
Does the organization have policies on the use of office equipment?


    Y ___


    N ___


N/A ___

13.
Does the organization make all mandatory government filings and payments on time?


    Y ___


    N ___


N/A ___

14.
Do the fundraising activities follow the legal and/or ethical guidelines imposed by governing authorities (State, associations, etc.)?


    Y ___


    N ___


N/A ___

15.
Do independent contractors meet all requirements of federal and state law to qualify as independent contractors?


    Y ___


    N ___


N/A ___

HUMAN RESOURCES MANAGEMENT

1.
Are staff hired on a competitive basis through a formal process?


    Y ___


    N ___


N/A ___

2.
Does the organization have a written personnel policy?


    Y ___


    N ___


N/A ___

3.
Is the personnel policy provided to all staff?


    Y ___


    N ___


N/A ___

4.
Does the organization have a written volunteer policy?


    Y ___


    N ___


N/A ___

5.
Is the volunteer policy provided to all volunteers?


    Y ___


    N ___


N/A ___

6.
Does every staff person and volunteer have an up-to-date job description?


    Y ___


    N ___


N/A ___

7.
Are staff/volunteers provided with a comprehensive orientation to the organization within one week of arriving?


    Y ___


    N ___


N/A ___

8.
Are staff/volunteers evaluated annually?


    Y ___


    N ___


N/A ___

OPERATIONAL ISSUES

1.
Were there transactions with board members, officers, or other insiders?


    Y ___


    N ___


N/A ___

If so, did private inurement occur?


    Y ___


    N ___


N/A ___

2.
Are activities in furtherance of exempt purposes?


    Y ___


    N ___


N/A ___


Do new activities need to be reported to IRS?


    Y ___


    N ___


N/A ___

3.
Are files maintained to document nature of activities?


    Y ___


    N ___


N/A ___

4.
Does the organization lobby?


    Y ___


    N ___


N/A ___

5.
Does the organization engage in any political activity?


    Y ___


    N ___


N/A ___

6.
Is there excessive unrelated business income?


    Y ___


    N ___


N/A ___

FILING REQUIREMENTS
1.
Is Federal Form 990 required to be filed annually?


    Y ___


    N ___


N/A ___

A penalty may be imposed for late filing or failure to file Form 990, and such penalty can be imposed upon directors and officers of the corporation.

2.
If so, can and should EZ be filed? (Less than $100,000 gross receipts?)


    Y ___


    N ___


N/A ___

3.
Have changes in corporate structure (such as amended bylaws or articles) been submitted to IRS with Form 990?


    Y ___


    N ___


N/A ___

4.
Has Form 990 been filed?


    Y ___


    N ___


N/A ___

5.
Is Form 990 for last three years available (as required by federal law) for public inspection and to be provided on payment of reasonable fee for copying?


    Y ___


    N ___


N/A ___

6.
Has informational tax report been filed with the Department of Revenue and Regulation?


    Y ___


    N ___


N/A ___

7.
Are payroll and information returns filed?


    Y ___


    N ___


N/A ___

8.
Should extension of time to file be requested?


    Y ___


    N ___


N/A ___

9.
Has change of accounting method occurred?


    Y ___


    N ___


N/A ___

10.
Should tax filing year be changed?


    Y ___


    N ___


N/A ___

11.
Practice exist to give substantiation for charitable contributions?


    Y ___


    N ___


N/A ___

A 501(c)(3) charity receiving cash donations of $250 or more must give written receipt.  Receipt given by charitable organization for cash donation of $250 or more must describe any goods or services provided in exchange for the donation and must estimate value.  If no goods or services, receipt must so state.  (While not required, sending letters acknowledging small gifts builds good will and is good business practice.)  In addition, a charity that receives in excess of $75 as payment partly as a contribution and partly in consideration for goods or services must give written statement to donor.

12.
Is form 8283 due to donor for non-cash tangible gifts, e.g. over $5,000, received?


    Y ___


    N ___


N/A ___

13.
If donated non-cash item over $5,000 is disposed of within 2 years, charity may also have to report disposition of donated asset on Form 8282.

14.
Do fund solicitations reveal fair market value or no deductibility of benefits to donors?


    Y ___


    N ___


N/A ___

15.
If organization is part of a group, should group exemption be obtained?


    Y ___


    N ___


N/A ___

16.
Has there been an IRS audit?


    Y ___


    N ___


N/A ___

17.
Has there been any state audit?


    Y ___


    N ___


N/A ___

18.
Has there been registration by charitable organizations with South Dakota Secretary of State?


    Y ___


    N ___


N/A ___

19.
Have there been Annual Report and any additional required filings completed with the South Dakota Secretary of State?


    Y ___


    N ___


N/A ___

CONFLICT OF INTEREST

1.
Have all officers and directors been polled regarding conflicts of interest?


    Y ___


    N ___


N/A ___


Must poll directors and officers to ensure accurate reporting on certificate of disclosure.
2.
Conflict of interest – A member or director with a conflicting economic interest does not necessarily void a transaction if the conflict is disclosed and the transaction is approved by disinterested persons, or the transaction is approved by disinterested persons, or the transaction is fair and reasonable to the corporation based on known circumstances at the time the transaction was approved.

EMPLOYMENT ISSUES (15 or more employees)

1.
ADEA
prohibits discrimination against employees 40 years of age or older.

2.
ADA prohibits discrimination based on disability.

3.
TITLE VII Civil Rights Act of 1964 prohibits discrimination based on race, color, religion, sex, pregnancy, or national origin.

4.
FMLA requires 12 weeks leave for eligible employees.

EMPLOYMENT ISSUES (1employee)

1.
Required payment of wages to terminated or terminating employees.

2.
State civil rights acts prohibiting discrimination.

3.
State sexual harassment laws.

4.
Common law contract claims.

5.
Do employment contracts and employee policy/handbook disclaim anything other than an at will employment and no entitlement to any existing employment practice or benefits?


    Y ___


    N ___


N/A ___

6.
Common law tort claims.

INSURANCE ISSUES

1.
Casualty insurance policies?


    Y ___


    N ___


N/A ___

2.
Directors and Officers insurance policies?


    Y ___


    N ___


N/A ___

3.
Liability insurance policies?


    Y ___


    N ___


N/A ___

BOOKKEEPING/ACCOUNTING ISSUES

1.
Who does the bookkeeping?

2.
Who does the auditing?

3.
Who prepares the profit and loss and balance sheets?

4.
Is payroll tax withholding required?


    Y ___


    N ___


N/A ___

5.
Are procedures in place for payment of payroll taxes?


    Y ___


    N ___


N/A ___

6.
Has payroll tax been properly deposited and paid?


    Y ___


    N ___


N/A ___

7.
Are procedures in place for payment of other taxes.


    Y ___


    N ___


N/A ___

8.
Where are bank accounts?


Money market accounts?


Other cash accounts?


Investment accounts?

9.
Has bank/investment account signature cards been updated?


    Y ___


    N ___


N/A ___

10.
Have check signing procedures been complied with?

    Y ___


    N ___


N/A ___

11.
Should changes be made in check signing procedures?


    Y ___


    N ___


N/A ___

MISCELLANEOUS

1.
Has bulk mailing permit been obtained/maintained?  Should it be?


    Y ___


    N ___


N/A ___

2.
Does organization have a website?  Should it have?


    Y ___


    N ___


N/A ___

3.
Think!  Understand the organization!  Then think of potential problem areas and discuss them.
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