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Operator:

Ladies and gentlemen, welcome to the American Chemical Society Treasurer's Workshop Conference Call.  The presentation will now begin.

Cheryl:
Okay, we're ready to go.  Okay, I'll give you the introduction and now I'm going to turn it over to Laura Melohn who is going to be providing the tools to help you manage your finances. 
Laura Melohn:
Thank you Cheryl and thanks for joining us today.  In the room we have some Local Sections, Division and Regional Treasurers.  The first slide lists the objectives today.  To define your role as Treasurer, prepare you for your compliance with the IRS, talk some about budgeting, whether or not your organization should incorporate.  We'll take your questions and give you some resources.  So you are the Treasurer for your organization, the Financial Officer for your Executive Committee.  If you're a division or a local section you'll need to complete an annual report through FORMS.  This is a bylaw requirement.  It facilitates your getting your money for the allotment disbursements, and it also is a way for DAC, which is the Divisional Activities Committee, and LSAC, the Local Section Activities Committee, to see how you're doing and offer help if they see that there could be an issue coming up.

As a Treasurer you have several responsibilities.  Many of them involve retaining records such as bank records, investment records, managing those bank accounts and maintaining books of accounts.  You also are the communicator for your Executive Committee about all financial matters.  So please also review your division, section or regional meeting bylaws to determine if there are any other duties that are required by your section, division or region.  

Now I'll take any questions in the room if anyone has any questions about FORMS or other matters.

Yes.

Male Speaker: 
So we need to submit a copy of our 990 forms to ACS?
Laura Melohn:
Correct.

Rosalee Lewis:
You need to send a copy to the tax department so that we can review them.  There have been instances when the FEINs were incorrect on the forms and we alerted the organizations.  
Female Speaker: 
So just to be clear is there a different address that we should be sending to other than FORMS at acs.org or?

Female Speaker: 
Okay,
Female Speaker:  
So there are two different forms, the annual return, which is what you'll send to membership, that's due in February, and the 990 return, which is due to the tax department. If you send the tax return to membership, they will send it to the tax department.
Laura Melohn:
We'll get it to the right department.

Female Speaker: 
Right.

Female Speaker: 
Okay, thank you.

Laura Melohn:
Operator, do we have any questions on the phone?

Operator:
Ladies and gentlemen, if you have any questions at this time, please press the number one key.  Once again, if you have any questions, please press the number one key.

We have no questions at this time.

Laura Melohn:
Thank you.  Additional resources including user guides and information about your annual report are available on the Get Involved site, which is www.acs.org/getinvolved, and those annual report links on the top left.  But there's also several other resources on that page.  

Thank you.  This concludes my portion of the presentation, and I'm going to hand it back to Cheryl.

Cheryl:
Thank you Laura.  The next speaker is Rosalee Lewis, Manager of Compliance and Reporting, and she will now cover how to prepare for compliance with IRS regulations.
Rosalee Lewis:
Good morning.  It is nice to be here this morning to talk to you about tax compliance and the IRS.  I hope that this presentation will assist you in navigating the rules and regulations for tax-exempt organizations, provide information to assist you with your tax reporting and compliance, and help you to maintain your organization’s tax-exempt status. Also, the IRS offers free workshops for small and mid-sized 501©(3) organizations.  Check on the irs.gov website for details.
The materials we provide is current as of today but is subject to change as the IRS continues to make changes to rules and regulations affecting tax-exempt organizations.

Here is a list of our objectives today.  The first is to briefly provide you with information regarding the ACS and the ACS-affiliated organizations’ tax-exempt status.  The second is to identify the benefits of your tax-exempt status. Next, I’ll review the mandatory federal tax filings and lastly, I will review other requirements and topics such as the public support test, awards and scholarships. 
Some of you are already familiar with the basic ACS information but please bear with me for a moment while I elaborate for those less familiar.  
The ACS is a charitable non-profit scientific and educational organization. It is tax-exempt under Section 501(c)(3) of the Internal Revenue Code. Organizations under this code are commonly referred to as charitable organizations. As a tax-exempt 501(c)(3) organization, ACS is generally exempt from federal income tax.  ACS is considered a public charity and not a private foundation under Internal Revenue Code Section 509(a)(2). It means that ACS has a broad base of public support and it meets the annual public support test.  The public support test will be discussed in more details later in the presentation. The IRS granted tax-exempt status to the ACS and issued a determination letter which is used as proof of the ACS’ tax-exempt status.  Periodically, depending on business activities, the IRS will re-issue the determination letter. For ACS, the last one was issued in 2003. 

Just like the ACS, ACS-affiliated organizations including local sections, divisions, subdivision, and regions  are considered charitable, non-profit or scientific and educational organization if you elect to be included in the ACS Group Exemption. The election is done every year when you file your annual report in February.  There's a question on the Annual Report "Do you want to be included under the ACS Group  Exemption, yes or no?."  The IRS grant 501(c)(3) tax-exempt status to our affiliates through the ACS Group Exemption letter.  If your organization is included in the Group Exemption, you will need to have a copy of the ACS letter to prove your tax-exempt status. Your organization can obtain the group exemption letter from the ACS tax department. Please send your requests by email to tax@acs.org and we will send you a letter along with the IRS determination letter.  Similar to the ACS, you're also generally exempt from federal income tax.  You're also considered a public charity and not a private foundation.  An affiliated organization that is a private foundation cannot be included under the group exemption letter.

So what is the ACS group exemption?  The IRS created the group exemption as an alternative method for organizations that are similar and affiliated with each other to easily obtain exemptions on a group basis, rather than applying for the exemption on their own.  Under the group exemption, ACS is a central organization and the affiliates are considered subordinate organizations.  The IRS assumes that all organizations covered under the ACS group exemption are classified under Section 501(c)(3) of the code on the same basis as the ACS, and are not private foundations.

The Group Exemption number for ACS is 0945.  This is the number that you will need to enter on some IRS forms that require group exemption number.  To keep the group exemption letter in force, ACS must annually update the IRS with a listing of affiliated organizations to be included under the group exemption and all affiliated organizations must annually re-elect and authorize the ACS to include them. This re-election is done by answering the specific question and giving your response on your ACS annual report submission.

Although the tax-exempt status is extended to the affiliated organizations from the granting of the ACS group exemption letter, the ACS and its affiliated organizations must maintain their own individual/separate tax-exempt status.  Which means each affiliate must be organized and operated exclusively for one or more exempt purposes.
You must be organized as a nonprofit corporation, trust or unincorporated association.
The ACS only has general supervision and control over the affiliates but it does not have operational and financial control over you.  You are a separate legal entity – operating autonomous from the ACS.  

You have your own unique federal identification number and this number must always appear on all your federal and state correspondences and returns.
Never use the ACS Federal ID Number. If you do not know your Federal ID Number. please contact the ACS Tax Office. 
Although granted exemption under the ACS group exemption, as a separate legal entity, you need to maintain your own tax-exempt status and file your own information and income tax returns.  
In addition, you need to satisfy the public support tests to be considered as a non-private foundation organization to continue to be included in the ACS group exemption.
Here are some of the benefits of being a tax-exempt 501(c)(3) organization.

· The main benefit is that you do not have to pay federal income taxes on income from activities   related to your exempt purpose.
· As an employer, you are exempt from paying federal unemployment taxes.
· Another benefit is a possible exemption from state income, sales, employment and property taxes.
· Contributions you receive are deductible as charitable contributions to the donor on the donor’s federal income tax return.
· 501(c)(3) organizations can obtain tax-exempt financing.
· AND the US Postal Service offers reduced postal rates  

Once a public charity has established that it is exempt under section 501(c)(3), the charity’s officers, directors, trustees and employees must ensure that the organization meets its ongoing compliance responsibilities and do not put the organization at risk of losing its tax-exempt status. Here are activities that could jeopardize your tax-exempt status.

· First, is failing to meet filing requirements.  As you are aware, this happened to several ACS affiliates.
· Next, no part of the organization’s earnings may benefit an insider.  Allowing your income or assets to accrue to an officer, director, or a key employee is absolutely prohibited. 
· You are not permitted to engage in substantial legislative activity (commonly referred to as lobbying) or attempting to influence specific legislation at foreign, national, state or local level. 
· You are prohibited from intervening in any political campaign activities that support or oppose a candidate for elective federal, state, or local public office. 
· And you need to ensure that your primary activities support your exempt purpose.
While 501(c)(3) organizations are generally exempt from federal income tax, you do have information reporting obligations  to the IRS to ensure that you continue to be recognized as tax-exempt.  

In addition, you may be liable for employment taxes, unrelated business income tax, excise taxes, and certain state and local taxes.

In general, here is a list of the tax filings that tax-exempt organizations are required to file.

I will cover all of these in more detail later, but the most common are the Form 990, 990-T and 1099s.

Male Speaker: 
Just a quick question on the 990-T.  The income tax return is only required if you have unrelated business income.  Is that correct?

Rosalee Lewis:
Correct.

Male Speaker: 
So normally each year you only have to file the 990, or so the 990-EZ which would say you're not generating non—unrelated business income. 

Is that correct?  So you really only have to do one form a year for the IRS and that's a 990-EZ, as long as you're not generating profit somewhere.

Rosalee Lewis:
Right, as long as you have no unrelated business income.  

Male Speaker: 
So for example...

Rosalee Lewis:
It depends on your gross income.  I'll review those slides later...

Male Speaker: 
Okay.

Since as treasurers you're likely the one responsible to prepare and file the Form 990, which Form 990 should you file?  
This chart explains which Form 990 is required to be filed depending on your gross receipts and/or your assets.  If your gross receipts are normally equal to or less than $50,000, you'll need to file the e-Postcard Form 990-N, and this is the simplest filing.  I've given an example on the slide to determine if your gross receipts are normally equal or less than $50,000.  Take the average gross receipt based on a three-year period, which would include the current year and the two previous years to determine whether you have reached the $50,000 threshold.

You must file a return every year, there are no exceptions.  I cannot stress this enough.

Just what are gross receipts?  

Gross receipts are pretty much everything you received during the accounting period without subtracting any costs or expenses. 
Types of Gross Receipts are listed on this slide. For example contributions, program service revenue, membership dues, and dividends. It is important to note that the ACS allotments are not Contributions but must be reported under Membership Dues and Assessments.

The slide shows an example of how to calculate the 2015 gross receipts for ABC Local Section. Calculate the gross receipts for the years 2015, 2014 and 2013, which is $139,000 in this example.  Divide $139,000 by 3 to get the average gross receipt of $46,333, which is less than $50,000.  In this case, ABC Local Section needs to file Form 990-N for 2015.
So now that you have figured which form to file, let me go through the Form 990-N.
The Form 990-N (e-Postcard) is an electronic filing and not a paper filing.
To File, just click on the IRS website link and provide the basic information listed on this slide.  To find the Legal name for your organization please look at the organization’s By-Laws.  The By-Laws are available on the ACS’ website.  Go to www.acs.org and type by-laws in the search box.  You can also find information on whether your organization is a corporation etc.
If you file the 990 or 990-EZ, there are a few mandatory schedules that you must complete. You must fully complete and file Schedule A, Public Charity status and Public Support.
All organizations must complete and attach Schedule B unless you certify the organization is not required to attach Schedule B. 
Schedule O is an "open" schedule that must be filed by all organizations that file Form 990.  It is used to provide the IRS with narrative information required for responses to specific questions, and to supplement or explain the organization’s responses to other questions.  
Then additional schedules may be required depending on your responses to questions on the Form 990 or 990-EZ returns.

The next slide shows a simple example of how to compute the public support test. Please note that it is calculated over a 5 year period.  In this example, CDA Division’s total program revenue is $670,000 and total gross revenue is $762,000.  To calculate the Public support ratio, total program revenue ($670,000) is divided by total gross revenue $762,000 and the ratio is 87.93%. To calculate the Investment ratio, total investment revenue $92,000 is divided by total gross revenue $762,000 and the ratio is 12.07%.
In this case CDA Division will meet the public support test because the public support ratio is more than 331/3 and the investment ratio is less than 33 1/3.
There are ways to favorable impact the public support ratio. 

a. Increase non-investment income by soliciting charitable contributions from your members, the general public, other public charities, or by soliciting government grants
b. Increase your exempt function income
c. Make a gift of your investment income generating assets to another public charity, thereby reducing investment income.
Failure to meet the public support test will result in paying excise taxes and additional operating restrictions since you will be considered a private foundation.  Your organization can no longer be under the ACS group exemption and must apply to the IRS separately for recognition as a tax-exempt organization.

When do you file?

The Form 990 series and all the required attachments are due on the 15th day of the 5th month after the organization’s accounting period.  This would be May 15th if you are a calendar year organization.
If you are unable to meet the May 15th date, extensions are permitted. You can obtain an automatic 3-month extension.  If that 3-month extension is not enough, you can request for additional time. Make sure to file before the extended due date and sign the form.  This is not an automatic extension and the IRS has the right to deny the extension. 
When filing your returns or extensions and any correspondences with the IRS, it is highly recommended that you mail them by certified mail to have proof of when you mailed them and obtain assurance that someone at the IRS received it.
The Form 990-N must be filed by May 15.  No extensions are granted.  Regardless of which form you file, please remember to send a copy of your filed returns/ the email acknowledgment to the ACS Tax Office
Where do you file?

If you file by paper, send the paper returns to the Ogden, Utah address.
You are required to file electronically if your assets are $10 million or more and you file at least 250 returns during the calendar year.  Returns include Forms 1099, W-2, income tax and employment returns, etc. However, the IRS recommends that all organizations, regardless of size, file electronically.

There are serious penalties involved for both the organization and the responsible person (the treasurer) for late filing, inaccurate, or incomplete filing.

In order to avoid those scary or chilling IRS notices, please include all the required attachments.  Be sure to complete all questions asked with the appropriate answers.  

We are not aware of any penalties being assessed to any of our affiliates but the IRS has the right to assess them.
If you fail to file Form 990, Form 990-EZ, or Form 990-N for three consecutive years,  your tax-exempt status will be automatically revoked as of the filing due date for the third return.  The IRS will send you a notification letter that your organization has been automatically revoked.
Loss of exempt status will mean that you may be required to pay taxes, file income tax returns, and your contributors will not be able to deduct their donations.  This has happened to several ACS affiliates for not filing their returns.
If your exemption is revoked and you have been included under the ACS Group Exemption, you will be removed, and according to the IRS rules, cannot be re-added. ACS will not be able to include you or obtain your tax-exempt status by adding you under the ACS Group Exemption Letter.  You must re-apply with the IRS for separate reinstatement of your tax-exempt status and pay a user fee to get reinstated. This must be done by your organization; it cannot be done by the ACS.  Although we can provide assistance, the filing MUST come from you.

Here is a list of the other returns you may need to file.
The Form 990-T is an income tax return.
Although tax-exempt organizations receive general exemption from federal income tax, their incomes from unrelated business activities are subject to federal income tax. 
Form 1099 is another information return.
You file Form 1099-MISC to report certain payments made during the calendar year to vendors that are not employees. 
Form 1096 is an annual summary and transmittal of the Form 1099 information.
If you have employees, you must file w-2 forms
You are required to file Form 990-T if you have unrelated business income of $1,000 or more. 

So what is unrelated business income?

It is income from a trade or business, conducted on a regular basis that is not substantially related to your exempt purpose.

Examples of income from unrelated trade or business are:  Advertising, Gaming, Sale of Merchandise.
Advertising by definition is UBIT.  It is considered to be an exploitation of the organization’s otherwise exempt activity.
Gaming – Many exempt organizations commonly use gaming activities to raise funds for their programs.  Gaming is a business activity that does not further section 501(c)(3) exempt purposes. Income from bingo games is not subject to unrelated business income tax if the bingo game is: a) The traditional type of bingo, b) Legal under state and local law, c) Not ordinarily carried out on a commercial basis.
Sale of Merchandise – The sales of merchandise that do not have substantial relationship to the exempt purposes of the organization are considered as unrelated trade or business.
Certain types of income are specifically excluded from the application of unrelated business income taxation such as dividends, interest, and activities conducted substantially by volunteers.

Tax-exempt organizations must file Form 1099-MISC to report certain payments made during the calendar year to their vendors that are not employees.
You must file Form 1099-MISC if you pay at least $10 in royalties or at least $600 for the items shown on the slide, such as rents, services, attorney fees, speaker fees, payments to corporations for legal services. 
Scholarships and fellowships and properly documented travel reimbursements are not required to be reported on Form 1099. Remember, you need to obtain the vendor’s Taxpayer ID number before making any payments.

An exempt organization must make its Form 990, 990-EZ, or 990-T for the most recent three years, available for inspection by the public, upon request.
Generally, it must also make its Form 1023, the Application of Tax Exemption, available for inspection unless the application was filed before July 1987 in which case it need not be disclosed.  
The names and addresses of contributors in Schedule B are not subject to public inspection.  
You need to furnish copies when requested and you may charge a reasonable fee for copying and mailing.
The ACS makes its 990 returns available on its website.
Now I will briefly discuss some requirements regarding charitable contributions.

All charitable donations made to ACS affiliates are tax deductible by the donor.  An acknowledgment letter must be sent for donations greater than or equal to $250.  Generally, letters should be sent to donors by January 31st of the year following the donation.

To claim a charitable contribution on their income tax return a donor is required to have a bank record or written communication from a charity for any single contribution of $250 or more.  Although there is no penalty for you not to acknowledge a contribution, without a written acknowledgement, the donor cannot claim a deduction. In order to foster a continuing relationship with your donor, you may want to automatically provide a timely written acknowledgement of the contribution. 

You can contact us at the Tax Office if you need a sample copy of a charitable acknowledgement letter. 

This slide lists the must-have for the acknowledgement letter.  You must have the name of the organization, the amount of cash contribution, description of non-cash contribution and statement that no goods or service were provided by the organization, and so on.   

The IRS Code requires that an organization must provide a written disclosure statement to donors who make a payment, described as a “quid pro quo contribution,” in excess of $75.  A quid pro quo contribution is a payment that is given both as a contribution and as a payment for goods or services provided by the donee organization. An example is shown on the slide.  If the donor gives $100 in exchange for a concert ticket with a FMV of $40 the donor’s charitable deduction cannot exceed $60.

 A written disclosure must inform the donor that the amount of the contribution that is deductible for federal income tax purposes is limited to the excess of money contributed by the donor over the value of the goods or services.
For the remainder of the presentation, I will cover some topics based on frequently asked questions submitted from participants on prior webcasts.
The first topic is awards and prizes.  Generally, all amounts paid as prizes and awards are included in the gross income of the recipients.  This slide lists the exclusion conditions.  Please note that the authorization by the recipient should be made prior to the prize or award is actually presented by the payor so as to avoid the possibility of a disqualifying use.  If this is not possible, then the recipient must, before the item is used, return the prize and award to the payor along with a statement that “No use of this prize or award was made prior to its return to the payor”.
I will now discuss scholarships and fellowship grants.

To qualify as tax free income, the scholarships and grants must meet the following requirements shown on the slide. They must be for a degree at a qualified educational organization and must be used for qualified tuition and related expenses. If the amounts are spent on educational expenses for a non-degree candidate the amounts may be subject to federal income taxes.
Scholarships and Fellowship grants are amounts paid to individuals for the primary purpose of furthering their education.  If the amounts are not qualified scholarships or fellowship grants they are reportable by the individual as wages.  All funds distributed to individuals must be made on a charitable basis and must further the purposes of your organizations. You should keep adequate records so that you can substantiate your grant distributions with the IRS if necessary.  They are not reportable on Form 1099-MISC to the recipients. 

Project Seed stipends are not reportable on Form 1099-MISC because they are considered scholarships/fellowship awards.

Another hot topic concerns sales and use tax exemption. 
Each ACS Affiliate must separately apply for state sales and use tax exemptions. In some cases, tax exempt organizations are exempt by state statutes and do not have to apply for a separate exemption.  To be exempt purchases must be paid for directly out of the exempt organization’s funds and for conducting their regular charitable activities and functions.
Please note that the state tax exemption may not apply to locally collected sales tax levied by local cities and jurisdictions.  For example, a tax-exempt organization might have exempt for the Colorado state sales taxes but not for the city of Denver.
The ACS sales tax exemption does not exempt to the ACS Affiliates.

The last slide gives you a list of resources to obtain federal forms and other information.
This concludes the presentation. We have covered some of the basic compliance and reporting requirements that you as treasurers need to know.  I hope that this information would help you in discharging your duties as treasurers of your respective local sections or divisions.

If you have any tax questions, send an email to Tax@acs.org or feel free to call us at the telephone numbers shown on this slide. 

Thank you for your time, dedication and interest.
Good Luck!

Female Speaker: 
I just want to be clear on one thing on Slide 31.  So this is the slide on 1099 Miscellaneous.  

Female Speaker: 
Okay.  If I'm understanding the text on this slide right, for those getting travel reimbursements where they have appropriate documentation, I don't need to file a 1099 but I do need to have a W-9 on file, no?  Yes or no?

Rosalee Lewis:
Yes, you need to have a W-9.  
Female Speaker: 
I haven't—yes, I haven't been doing it, so.

Rosalee Lewis:
Sorry. No, you do not need to collect W-9s for travel reimbursements.
Female Speaker: 
Okay, it's only for those that were filing 1099s for the (inaudible)...

Rosalee Lewis:
Right.

Female Speaker: 
Thank you.  That clarifies it.

Male Speaker: 
These fellowships are not reportable on 1099s but depending on how they're used they still may be taxable income for the person who gets them in this...

Rosalee Lewis:
Right, normally you add a disclaimer "Please check with your tax advisor.  This might be taxable."

Male Speaker: 
But we don't do 1099s for them.  
Rosalee Lewis:
No, not if they're fellowships or scholarships.

Female Speaker: 
I think it was on Slide 21 when you were talking about the 990 and the 990-EZ mandatory schedules and you note that only the 990 has to include the Schedule O.  I thought on my 990-EZs I had to include the Schedule O.  It would always ask for additional information.

Rosalee Lewis:
Correct.  You should also file Schedule O for 990-EZ.

Male Speaker: 
Question about the 990-N, the postcard posting.  By my read I thought I was going to be eligible but when I try to do it online it said that I wasn't.

Male Speaker: 
Any thoughts there?  At this point I fall back and I guess do a 990-EZ, I don't know.

Rosalee Lewis:
Right, you will have to file a 990-EZ.  

Female Speaker: 
So a question, one of our members had died and a memorial fellowship was set up for giving fellowships to high school graduates pursuing a degree in chemistry.  My question is, who pays taxes on that fellowship?

Rosalee Lewis:
You might have to issue a Form 1099-MISC if it does not qualify as fellowship grants.
Rosalee Lewis:
Normally you tell the recipient that the grant might be subject to income tax.
Female Speaker: 
My question is about filing electronically.  Is there a website to go to for the 990-EZ and the 1099 Miscellaneous?  To submit it online is there like an actual website that you can direct us to?

Female Speaker: 
Because right now I just print it off and mail it in because I'm not really sure.

Rosalee Lewis:
I can research and get back to you. It might not be cost effective if you are only going to file one return but I can get your information and get back to you.

Female Speaker: 
Okay.

Rosalee Lewis:
We use ONESOURCE Income Tax software to file the Form 990 for ACS.
Female Speaker: 
Okay.  I actually just had a second question concerning the 990-T.  If we're reporting the investment income on our 990-EZ, do we additionally do it for the 990-T or...

Rosalee Lewis:
No, it's exempt.  

Female Speaker: 
... do I have to do both?

Rosalee Lewis:
It will be exempt income.

Female Speaker: 
Okay.  So, for example like slide—one of the slides mentioned, Slide 28, I think or 29, like if it was greater than $1,000 for—you had to submit or file a 990-T.  Do we not have to do that because we're already reporting it on the 990-EZ?

Rosalee Lewis:
Okay, so investment income, interest, dividends are excluded from being reported on the Form 990-T.

Female Speaker: 
Okay.  

Female Speaker: 
Okay, so the ones listed on Slide 30 are things exempt from that?

Rosalee Lewis:
Yes they are exempt.
Female Speaker: 
Okay.  Thank you.

Dave Smorodin:  
Hi.  My name is Dave Smorodin.  I'm your Lawyer and I'm here to help.  One of the great lies.  That's right.  Now that we're switched over to the (inaudible) mic, can folks hear me?  The good news is I'm not going to talk too much about taxes because there's only so much that any human beings deserve.  But I will say that if anyone here or anyone listening on the internet, if you get correspondence from the IRS, other than routine-type correspondence if they're seeking a penalty or if they're threatening things, you know, you do have a friend at National, and that it's me, and give me a call, contact me, contact Rosalee or some of the Tax folks and they'll direct you to me.  You as Local Section or Division Officers shouldn't be dealing with the IRS by yourself.  You're welcome to give it a shot, but it really isn't recommended.  I know there was a local section last year that was in the process, Wayne, who stepped out I guess mentioned getting reactivated.  We had another local section doing the same and the IRS was asking or threatening or seeking penalties of several thousand dollars and we were able to intervene and the IRS dropped their request.  

So, don't feel like you're going up against the IRS by yourself, if that should—if you find yourself in that situation.  Hopefully you won't, but if you do, give Legal, give the Tax folks a call.  Let me see if I know how to do this.  What do I press to advance?

Female Speaker: 
(Inaudible)

Dave Smorodin: 
I'm sorry.  Okay.  We can...  Question often comes up and this is an important slide - just what in the world is the ACS?  I know that you heard earlier that we're a 501(c)(3) organization.  This slide has some of the regular buzzwords that we use.  We are federally chartered.  We're a non-profit corporation.  Yes, that "C" word, the corporation word is in fact the case.  We're headquartered.  You know where we are.  One question that local sections, divisions get a lot is, you know, can we get a copy of the ACS Articles of Incorporation, and banks, sometimes venues will ask to see our articles, the ACS Articles of Incorporation.  The easy answer is we don't have any, and sometimes folks that you're dealing with will be confused by that because one thing that all corporations incorporated in every state and jurisdiction in the United States is you have Articles of Incorporation.  In some jurisdictions they're called Certificates of Incorporation; it's the same thing.  

Except for the ACS.  We have to be different.  We are one of—a little bit more than a handful but one of the very few organizations in the United States that has what is called a National Charter.  The equivalent of our Articles of Incorporation are actually found in the United States Code, that's titled “36 of the United States Code Sections,” and you can see that on the Slide 20501.  A lot easier place for most people to find them is in Bulletin 5 which has the Constitution and all the other bylaws and regulations of the ACS.  But you may get pushback sometimes from your bank or from other organizations you're dealing with.  If you ever run into a problem about where's our Articles of Incorporation, you can refer them to the United States Code, you can refer them to Bulletin 5.  If that's not sufficient give me a call and we can send a letter and we've explained it to folks in the past that, look, this is what we have, this is who we are.  

Sometimes folks are confused by non-profit.  You know, we're making money.  We just heard some questions about we've got receipts, we've got revenues.  You are completely proper and appropriate to be making money.  Non-profit is a bit of a misnomer.  What it really it should say is that we're not owned by anyone.  You, Local Sections, us, ACS National, Divisions, we don't have shareholders.  If we were to go out of business tomorrow you wouldn't divide the profits up amongst your members, it just means there's no shareholders, all of the money that you make, that we make is for our objects, are the things that we're in business to do, and that's why we are called non-profit.  We don't pay shareholders dividends, members don't get a bonus at the end of the year if we do really well.  Non-profits are supposed to make profits.  That's a great sentence, isn't it?  Non-profits should make profits, that's how non-profits continue in existence and I'm still not going to figure it out.

What does ACS do?  We are 501(c)(3), you heard that earlier.  No mystery as to what 501(c)(3) refers to, it's a section of the Internal Revenue Code.  You'll see lots of folks talk about that.  It just means that we have to be organized and operated exclusively for religious, charitable, educational or scientific purposes, and because this is a legal document exclusively doesn't mean exclusively.  What does exclusively mean?  It means primarily, and so you can do some things that are not for charitable, educational or scientific purposes, you just can't do a whole lot of those things.  In my experience at the ACS 11 years I've not seen any local sections or divisions that come close to stepping over the bounds of what is primarily.  What does primarily mean?  Nobody knows.  But if you spend more than a third of your efforts doing things that are not educational or scientific, then you may be running into a problem, but I don't see that in my conversations with folks at the divisions, at the local sections.  If you're doing things for religious purposes I think you're in the wrong room.  The chapel is down the hallway.  You should be familiar with the ACS National Charter and be able to memorize and recite it on command.

Male Speaker: 
(Inaudible)

Dave Smorodin: 
Right, that's a little effort at humor.  After a morning full of tax, you know, you deserve to have a laugh or two.  The ACS National Charter is not something that I refer to frequently but it does have the objects of the Corporation spoken in real language and not legalese.  The objects of the incorporation is to our purposes.  What are we here for?  What are we supposed to be doing at the ACS?  To increase and—the increase and diffusion of chemical knowledge, to spread the word, to spread chemical information, and I think that again in my experience with local sections and divisions, that's what we all are doing at the ACS.  But it sometimes—sometimes folks in some of your corporate documents or in some of your filings they may ask, what is the purpose of the local section, and you can crib a lot of the information right out of this language from the National Charter.  Lawyers don't like to reinvent the wheel.  We like to charge for reinventing the wheel, but we'll crib from earlier efforts.  

I can't talk to any group of ACS governance without mentioning this.  I think everyone probably knows this.  It's in big language, but we have an election coming up, I guess.  I've heard rumors to that effect.  We can't be involved in partisan politics, and I talked to folks, my nightmare is not that some local section's going to endorse Hillary Clinton or Jebb Bush or any of the candidates because I think most people at the ACS have a brain and they know that that would be inappropriate.  But what I do worry about from time to time is again not the big guys, the presidential, the senate, the governors, but I could see a scenario where one of your members runs for non-partisan office for school board, for city council, for county clerk.  Important election but not the president or the governor.  It doesn't matter if it's a non-partisan election for dog catcher, if they have those anymore, ACS can't get involved in that type of—in any election.  You, as citizens, as residents of the United States have a constitutional right to be involved in the political process, to participate in our democracy, but not as ACS local section Treasurers, Chairs, Councillors, whatever you are.  

So don't use ACS stationary, ACS names for any political purposes.  If you ever think that you're getting close to that or you're not sure if something is allowed, please contact Legal to get some guidance on it because that's the surest way for all of us to get in a bunch of trouble.  All 501(c)(3) organizations are prohibited from participating in political process.  And the violation can be a serious thing.  It doesn't happen very often for 501(c)(3) organizations to get involved in politics.  When they do it's bad.  But I do want to make the point at the bottom of this slide, ACS, and when I say ACS I mean ACS in Washington, DC., ACS in Poughkeepsie, in Wichita, in Portland, all around the country, I'm not referring just to national or just to local sections or just to divisions, we're all one big happy family.  

We are permitted to do lobbying, and in our minds, at least I trying to think of lobbying and politics as sort of all the same, but make the distinction.  You're allowed to go up to your state capital and lobby for more funding for chemistry education but you're not allowed to go up and support John Smith or Mary Doe for governor, for president, for whatever, and if you ever have questions about where that line might be in a particular situation, is this permitted lobbying or is this prohibited political activity, please let us know.  We don't want you to feel like am I overstepping, I'm a doing something wrong, ask the question.  I know there's a question here in the audience.  I'm happy to take the questions as we go or at the end, however you want to do it.

Yes, sir.

Male Speaker: 
Are we allowed to participate or politic for issues such as a given tax (inaudible)?

Dave Smorodin: 
Absolutely.  

Male Speaker: 
But not for a particular candidate. 

Dave Smorodin: 
Right.  

Male Speaker: 
Okay, thank you.

Dave Smorodin: 
Now, I mean like everything else if a particular—you know, you're in favor or you're opposed to this particular tax, that particular tax, if it becomes so wound up in Dave Smorodin's political campaign, I'm running on that platform, I mean you do want to be careful that you don't become associated with Dave Smorodin for mayor or something like that.  You as the ACS local section are in favor of this tax because it would put more money into education, or you're in favor of repealing this tax because it would be good for the economy, whatever it may be.  So its issues are okay, partisan politics for a person or a party, not okay.  Like again, if there's a blurriness to that line at points let us know and we'll help you out in a specific instance.

A question that we get asked all the time at ACS Legal is, you know, should we incorporate our local section?  Are we incorporated?  First I'll ask the second—I'll answer the second question.  If you don't know whether your local section or division is incorporated, first of all you can call me up and ask me, but I'll tell you here's how I'm going to find the answer.  I'm going to go on the website, the ACS website under Local Sections and Divisions and there's a chart of all of the bylaws of the local sections and divisions and there's a little “i” next to the ones that are incorporated.  So, same way I'm going to find out, you can find out.  You may know.  Many of the local sections, most of the local sections are not incorporated.  Many of the divisions are.  

Corporate 101, in case you didn't get to law school, a corporation is a separate legal entity.  Corporate powers are listed on the slide, some of the main ones.  Yes, corporations can commit crimes.  Corporations can buy and sell property, they can suffer, they can make profits, they can suffer loses.  The real reason why you would incorporate any corporation whether it's a non-profit corporation or a for-profit corporation is to shield the officers and directors of the corporation from potential legal liability.  So you are a local section officer.  You volunteer your time.  You're helping spread the advantages of chemistry, education and you're doing demonstrations and something happens and you're afraid that you will be personally liable.  That is not an insignificant fear.  Corporate shell can be of aid.  I will tell you that it's probably not required but it is one extra level of shielding from personal liability.  ACS has insurance that covers some of this, but the corporation, the corporate shell is a benefit, and I would suggest that if you have specific questions about your individual local section it's not an easy answer where one size fits all, give me a call, talk to me offline, we can talk about your specific local section.  

As a general rule of thumb, if your local section is relatively small, you're not doing a whole lot of activities, you're doing some things but you're not going out into the community, you're not publishing a lot of newsletters, you're not doing a lot of activities, corporation—incorporating is probably—it's not necessarily a bad thing, but it's probably not necessary because there are some disadvantages to incorporating.  You've got to go through some paperwork, it's more filing.  It's not as onerous as the tax filings that Rosalee and the others were talking about, but you do have to have a Board of Directors, you do have to submit—maintain separate books and records.  You've got to jump through some hoops.  It is not a huge pain in the neck and it is not a huge expense, it is not something however that is on your list of top 10 fun things to do.  So again, if you have questions, if your Board members or if members at your local section have questions about this, you can say "Yes, the ACS guy was talking about this.  Let me give him a call."  We can talk about it.  Again, it's not something I can stand up and tell you everybody in this side of the room should and everybody on that side of the room shouldn't, but we can talk about your individual situations.  

If you are incorporated, and here's part of the negatives of this.  The divisions have an advantage over the local sections here.  The divisions because they have no real fixed set address we consider them all to be located—with the exception of the Rubber Division, we consider them all to be located at my home, 1155-16th Street in Washington, DC.  So the divisions are all incorporated, again with the exception of the Rubber Division in the District of Columbia, and I can handle the filings because I am licensed to practice law in the district, know a little—a thing or two about how to protect the divisions' corporate standing.  Local sections are located all around the country.  That's what they are, right?  I don't know the rules for Nebraska or Colorado or New Hampshire or Florida, and so my usual recommendation is this isn't the most complicated legal problem that any lawyer's going to face, but it is usually better to have a local practitioner help you set up the corporation and do the filings that are required.  In most jurisdictions there are annual filings, in some jurisdictions it's every two or three years, but I'm not—it's not that I wouldn't love to help you all, I just don't know what those requirements are in all 51 different jurisdictions across the country.  So again, it's a pain in the neck, it's not a huge pain in the neck.  

If you are doing significant amounts of activities where you're going out to the public and doing things that are potentially either dangerous because of the chemical demonstrations or dangerous because you're publishing lots of things and you could be defaming people or your - not you personally - your publications, you might want to think about it, but it is not—the question gets asked frequently.  It's not something that I would say everybody in this room needs to rush out and do.  Again, you may have new Board members or you yourselves may be new Board members of your local section.  This resource is here, we can walk you through it.  

The good news is, that's my last slide.  We do have time for some questions, either more fun and games with tax or legal questions.  I would note that we have a couple of lawyers, Ken Polk was here with me.  He's been in and out because he's got another meeting.  Ken Polk; myself; Eric Slater deals with a lot of copyright questions; Barbara Polansky in my office deals with a lot of bylaw question.  If you haven't looked at your bylaws since 1861, you may want to take a look at them.  We can help you revise bylaws.  So we do have a number of different services that we offer in the Legal department.  Oh goody, more time with lawyers.  High on everyone's list of things to do as volunteers for the American Chemical Society I know, but we aren't—we usually aren't that mean.  So give us a holler.  If people have questions, let’s go.

Male Speaker: 
We had a question come up at our Governors meeting Sunday night at the AGRO Division.  AGRO has an endowment fund and it had been voted previously to spend x amount of dollars out of that fund to pay for student travel, that sort of thing.  Since our bank account was enough to cover all that, I did not specifically withdraw anything out of that investment account.  I guess in my mind the cash is fungible, if that's the right term.  So the question is, is that a mistake not to actually pull that money that was voted out of the investment account and put it in a non-interest checking account because the payments are coming out of that checking account regardless?

Dave Smorodin: 
I think you're facing jail time.  I don't think you're facing jail time.  If the...

Male Speaker: 
Not for that...

Dave Smorodin: 
Not—good, good qualifier there.  You could be a lawyer in your next life if you've been bad in this one.  Serious question though about endowed funds.  I mean certainly the division can spend its own money to send students on appropriate travel to national meetings or regional meetings.  If the purpose though is to use the endowment for that, you probably ought to make sure that you keep those funds separate.  So account for it by withdrawing the money out of the endowment I think would be the appropriate thing to do.  Again, you could—you as the division could decide, you know, we're doing well with the investments, we have money, we don't need to touch the endowment, that would be appropriate, but if the goal is to use endowed funds for this, you ought to pull it out of the endowment.

Male Speaker: 
Thank you. 

Dave Smorodin: 
Yes.  There's a question right behind you.

Female Speaker: 
On your slide just before this one where you talk about incorporation disadvantages.

Dave Smorodin: 
Yes, ma'am.

Female Speaker: 
Our Division is incorporated.  What do you (audio gap).
Dave Smorodin: 
Separate from your own personal check book.

Female Speaker: 
Oh okay, yes. 

Dave Smorodin: 
Here's the thing.  Here's the thing about that.  It's legal mumbo jumbo.  The—and so you often see this in books and maybe I cribbed this from some place.  Lawyers can plagiarize.  It means separate books and records from the individuals who make the company, and a company could be two people. 

Female Speaker: 
Mm-hmm.

Dave Smorodin: 
We're incorporated.  Where companies—where small companies get in trouble is when they mix the husband and wives' finances with the corporate finances even if the two are one and the same.  So you want to make sure that you have separate from the personal.  If you are maintaining books and records of the local section, and assuming that you're doing even a relatively decent job of that, you have local section check book or local section accounts.  So this would not be an additional requirement but it just means you really have to do that.

Female Speaker: 
Yes.  Okay, very good.

Dave Smorodin: 
Because someone—not likely, but the IRS or the state taxing authorities could ask to audit your books and records and at that point bringing a shoebox into a state tax assessor's office is not going to be a good thing to be doing.  If that happens let us know before you bring the shoebox in.

Female Speaker: 
(Inaudible)

Dave Smorodin: 
Oh okay.

Female Speaker: 
(Inaudible) give it to you.  So, we have had corporate sponsors donate funds...

Dave Smorodin: 
Mm-hmm.

Female Speaker: 
... for symposia, specific symposia and this symposia has—this is its third year of operation.  Do the funds that were donated by the sponsors need to be spent in the year that they're donated or can this symposium group kind of accrue funds?  Like they didn't spend it all in the first year, is that a problem?

Dave Smorodin: 
So here's my favorite legal answer.  It depends.  But—and it does depend, but it's not a tax issue.  That issue is what did you tell your sponsors or the people donating the money.

Female Speaker: 
Mm-hmm.

Dave Smorodin: 
If they are comfortable with you continuing to keep that money for the next year's symposium then it's perfectly fine.  So the one of the lessons besides a little bit it's not engaged in partisan politics, it's let's not engage in fraud. 

Female Speaker: 
Hmm.

Dave Smorodin: 
So if you tell x, y, z company that you're going to use this for the 2015 symposium, you've got to use it for the 2015 symposium, and if you have money left over, this is horrible, but you have to give the money back, and at that point x, y, z company may say "We don't need the $50 back or the $1,000 back.  Use it for next year" but you have to go back to them and tell them "We had money left over."  If they say "We'd like to give money for your local section symposium series" then yes you can keep that money and use it for next year, but you do—if you are given money for a specific purpose as in this example, you do want to at least account for that.  So if x, y, z company comes back to you and says "Hey, we gave you $10,000 for this series.  Did you use the money for the series?" and it turns out the local section officers all went to Pacific Chem and spent the money in Hawaii.  That would be—like that fraud word again.  So we don't want to do that.  So that's why it depends.  It's what did they give you the money for specifically and that's where the language would be really important in the donation letter or the solicitation that you gave them.

Female Speaker: 
Okay, very good.

Dave Smorodin: 
Yes, ma'am.

Female Speaker: 
Yes.  Are there insurance coverages that we should consider?

Dave Smorodin: 
Yes.  Next question.

Female Speaker: 
It's not (inaudible).

Dave Smorodin: 
Insurance is a complicated issue, and that's my buzzword for I don't understand it all.  ACS has a general liability policy that covers local sections and divisions.  So if you are giving a National Chemistry Week demonstration and the volcano explodes and somebody is injured, call ACS.  Our insurance covers that issue—or that accident.  If somebody is hurt at one of your dinners or one of your affairs, that is—I mean they trip and fall or whatever, there may be other insurance coverages that also apply because you're at the Holiday Inn or whatever, but ACS insurance covers that.  Oftentimes when you are booking a room, a conference room at the Holiday Inn or the Ramada the hotel may ask you "We want to see a certificate of insurance" and ACS Peggy Jones, but you can call any one of us and we'll transfer you to Peggy, can get you that insurance certificate and can get it on fairly fast notice.  Try not to test her by saying we need it tonight, but we can get you that insurance certificate.  That's the box that the hotel or the conference center needs to check for their insurance coverage, frankly.  

But ACS insurance doesn't cover Board members.  Sometimes you've heard of directors and officers insurance.  We've looked into it on request from a number of local sections and divisions over the years.  The amount of control that National would have to exercise over the local divisions—the local sections and divisions would not be something you all would appreciate because for our insurance to cover you on the DNO side.  Some divisions and local sections I know have their own directors and officers insurance.  It tends to be very expensive, and frankly, unless you're division or local section is doing something out of the ordinary - I don't mean out of the ordinary bad but just more activities than most - I would not recommend it.  However, we have been asked to look into getting some kind of group discount.  So if you are interested in that, please send me a note.  We've never really reached anything more than four or five divisions/local sections who are interested, and at that level my only advice is you need to go on your own.  We can introduce you to our insurance broker, who's not necessarily the best and the only one who can do this, but it's someone who's familiar with ACS and ACS types of activities.  

Those are the two main types of insurance that come up in the local section/division context.  You're driving your own automobile, you know, on local section or division activities and you're in an accident, your personal insurance is almost certainly going to cover you and if you're uninsured you shouldn't be driving whether it's for your personal or for your ACS duties.  So, I can't think of any other main—divisions/local sections don't have offices or buildings and things.  So those are the types of insurance that are most often talked about in this context.  Yes.

Female Speaker: 
We do have a chemical storage unit that we rent.

Dave Smorodin: 
Well then you might want to give me a holler.

Female Speaker: 
Okay.

Dave Smorodin: 
Depending on what the chemicals are.  You may want to talk—you may—you know, the facility undoubtedly has insurance and you have told them—I mean they are aware that you have chemicals, so I don't think anything horrible—and you may not need additional coverage because the storage facility certainly has coverage, so I don't think there's an urgency there but you may want to double check.

Yes, sir.

Male Speaker: 
So our Division's incorporated in DC and I have two questions related to that.  One is, do we need a charitable solicitation license?

Dave Smorodin: 
Yes.

Male Speaker: 
Then the other question is, when we try to get state sales tax exemption they want to see the one from your home state and to get one in DC it looks like you have to have—even if you're incorporated there you have to have property, owned property there, which of course the Division doesn't.

Dave Smorodin: 
Hmm.

Male Speaker: 
So I haven't figured out how to get a DC's sales tax exemption.

Dave Smorodin: 
Okay.  I knew this would happen.  I'm completely stumped on that second part of it.  So, give me a call, we'll have to deal with that offline because I don't know, is the easy answer, and that's my only answer.  With respect to charitable solicitation, most - I think it's 39 or 41, something like that - most states require you to—require one to register to do fundraising.  Most non-profits probably fail to comply with that rule at some level or some point in their history.  If your fundraising is limited to talking to your own members, you know, donate $50, donate $100 for our scholarship or for our program, I would not bother.  If you're only going to a couple of your companies that are in your local section, you know, so and so works at ABC Cowen (phon), let's go to ABC Cowen and ask him to get $500, or $10,000, I would not bother.  If you're doing something where you're reaching out to the public, I would talk—give me a holler, because ACS went through this a few years ago and we first registered to do charitable solicitation in the District of Columbia and then we registered to do charitable solicitation and not every state requires it - I think it's something like 41, something like that states - and it's a pain in the neck.  

The advantages that you have over the national is that as local sections you're probably only doing fundraising in one state.  As divisions, well you're in the same boat, you may be going to a number of different jurisdictions.  But if you're doing more than reaching out to a very small group of your own members, your own members' employers, I would give me a call because you may be in a situation if you're raising any amounts of money at all where you should register and we can help you with that process.  It's not something you want to do yourself.  It's not difficult but it is extraordinarily paper-intensive.  Sorry.

What—just out of curiosity—well, I'll talk offline with you, yes.

Male Speaker: 
I'll talk to you on the phone.

Dave Smorodin: 
Okay.  Oh okay.  

Male Speaker: 
This is more of a tax question I think.  When I inherited the Treasurer position previous year's tax return pretty much had all of the national meeting expenses in the one line on the Form 990 that says Conferences, Conventions and Meetings.  Now after some of this discussion I'm wondering if some of that really belongs in the grants and other assistance to individuals in the United States.  So is that tied into who gets the 1099?  Does that make sense?

Dave Smorodin: 
The first thing I would say—and Rosalee, you're going to answer this because I don't know the answer, but I would not go back and amend my earlier returns.  I mean unless there's been a question raised by the IRS and...

Male Speaker: 
(Inaudible)

Dave Smorodin: 
... but going forward maybe Rosalee can answer that.

Rosalee Lewis:
Right.  If you're giving grants and assistance to individuals, then you would need to up it on the 900.  So on the expenses you have grants to individuals in the US or grants to individuals (audio gap)

Dave Smorodin: 
You're asking about speaker reimbursement?

Male Speaker: 
Reimbursement versus also there's—you know, sometimes there's awards.  Is an award a grant?  Is speaker reimbursement a grant, that sort of thing?

Rosalee Lewis:
So is it a speaker reimbursement or an award or like a (inaudible)

Male Speaker: 
We have both situations.

Rosalee Lewis:
Both situations.

Male Speaker: 
One where we do collect receipts for travel reimbursement but then others where it's just I guess a grant or an award and then there are like new investigator awards given out without requiring receipts.

Rosalee Lewis:
Okay.  All right, I can talk to you offline.

Male Speaker: 
Thank you. 

Rosalee Lewis:
Okay.

Cheryl:
Okay, Operator, would you open the line up for questions from our—people that are calling in, please?

Operator:
If you have any questions at this time, please press the number one key.  Once again, if you have any questions at this time, please press the number one key.  

We have no questions at this time.

Cheryl:
Thank you.  

Dave Smorodin: 
We've put them all to sleep.  I think that concludes our session, so I want to thank everybody for attending.  I thank folks who have been helping us, and Debbie and Cheryl and Rosalee, thank you, and I did the least amount of work so I get to stand up here at the end and thank everybody else. 

Operator:
Ladies and gentlemen, I believe this concludes your call.  You may all disconnect. 
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