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Operator:
Welcome ladies and gentlemen, to the ACS Treasurer’s Finance Session Webinar, your host Laura Malone will begin.

Laura Malone:
Good morning everyone.  Today is the Treasurer’s Finance Session for Local Sections, Divisions, and Regional Treasurers.  We also have other officers attending and we thank you all for participating today.


Our objective today will be to define your role as a treasurer and provide the tools to help with financial management, how to prepare for compliance with IRS requirements, budgeting, and whether to incorporate or not to incorporate.  We also have a staff member from the ACS Development Office who will give a short presentation on Charitable Contributions and Legacy Planning.  We will end the session with a more in-depth question-and-answer period.


At this time, I will ask the Operator to give instructions for asking questions.  Operator?

Operator:
Ladies and gentlemen, if you have any questions, please press the number one key.  Again, if you have any questions, please press the number one key.

Laura Malone:
As you can see, we have people joining us remotely, so that was for them.  For the people in the room, we have put index cards at each spot, if you come up with a question in the middle of a presentation, you can write that down.  We’ll have a short question and answer period at the end of each session.


I would encourage those of you who are participating via the conference call  to post your questions in the chat area on the screen and they will be answered as soon as possible.  We will also take a few questions after each speaker, time permitting.


I would like to begin our session today with my topic about “Which Tools for Managing Your Finances”.  


You are the treasurer for your section, division, or region.  One of your responsibilities is to be the financial officer, obviously, and to complete your forms and annual report submissions.  This is a by-law requirement and it facilitates the allotment disbursements.  You won’t receive your allotment until you’ve completed your forms.  It also assists the Committee on Local Section Activities (LSAC) and the Committee on Divisional Activities (DAC) with assessing the health and vitality of divisions and sections.  Some of your other responsibilities include to retain accurate and proper records; those include bank records, invoices, and receipts, maintain a book of accounts or a ledger showing the details of all revenues and expenses, manage your bank account, maintain records of all investments, keep the Executive Committee informed of all financial matters, file appropriate IRS forms, and review the section or division’s by-laws to determine if there are any other duties required of you by the section or division.


At this time, I’d like to take a few questions.  Yes?

Laura Malone:
There was a question about how long you need to archive records and I believe that there is a seven year retention policy, so we can confirm that.  Yes that was confirmed.
Male Speaker:
Are we supposed to send the IRS forms, the 990’s that we file through ACS?
Laura Malone:
Yes, sections and divisions should send their 990’s forms to the ACS Tax Office (tax@acs.org).  

Male Speaker:
Does that include a copy of the 990?
Laura Malone:
Yes, we’ll cover all this in just a moment.  Rosalee Lewis is our next speaker and she is the Manager of Tax Compliance and Reporting.  Rosalie will cover how to prepare for compliance with IRS requirements.

Rosalie Lewis:
Okay, good morning.  It’s good to be here in San Francisco.  Still dealing with the time change, it’s a three hour time difference.  My name is Rosalie Lewis, I’m the tax manager, as Laura said, at ACS. I’m from the East Coast, so it’s a three hour difference.  So, I’m getting used to it.


Today, normally speakers start off with a joke, but I was unable to find a joke that had a good punch line.  However, I found a cartoon that really depicts some of the issues some of us might have with the IRS.  It says that the IRS made a GPS system, you know, just the problems you will have with proceeding here and there.  So, I hope that this presentation will assist you in navigating the tax rules and regulations for tax exempt organizations, provide you with information to assist with your tax compliance and reporting, and help you to maintain your tax exempt status.


This is a disclaimer, the materials we provide are current as of today, but may be subject to change as IRS continues to makes changes to rules and regulations affecting tax exempt organizations.  

So, here is a list of our objectives today.  The first is to briefly provide you with information regarding the ACS and the related organizations.  Identify the benefits of your tax exempt status, identify actions that will jeopardize your tax exempt status, review the monetary tax balance, identify other requirements such as a public inspection, awards, scholarships, and fellowship grants.


Okay.  So, the ACS basic organization information.  Some of you are already familiar with the basic information, but please bear with me for a minute while I elaborate for those who are less familiar.  Okay, so the ACS is a charitable, non-profit, scientific and educational organization.  It is exempt on the IRS Section 501(c)(3), and organizations under this code are commonly known as charitable organizations.


As a tax exempt 501(c)(3) organization, the ACS is generally exempt from Federal Income Tax and I’ll explain what that generally means later.  It is considered a public charity and not a private foundation, under Internal Revenue Code 509(a)(2), it means that ACS has a broad-base of public support and it meets the annual public support test.  I’ll discuss that later in the Slide.  The IRS granted tax exempt status to the ACS and issued a determination letter which is used as proof of the ACS’s tax exempt status.  Periodically dependent on the business activities, the ACS will reissue its determination letter.  The last one for the ACS was issued in February 4th, 2003.

Okay.  So, looking at the ACS isolated organizations, beside the ACS, they include the local sections, divisions, sub-divisions, and regions which are considered charitable, non-profit scientific educational organizations.  The IRS grants 501(c)(3) tax exempt status (inaudible) 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, and you can get that from the ACS Tax Office.  Similar to the ACS, you’re 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, the next Slide I’ll discuss what is the group exemption letter.  The IRS granted or 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, thus reducing the paperwork burden of both the IRS and the covered organization.  Under the group exemption letter, ACS is considered 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 the IRS Code Section 501(c)(3) and on the same basis as the ACS, and they’re not private foundations.

The group exemption number shown here is, 0945 and that’s the number you will need to enter on some IRS forms that require group exemption number.  The group—to keep the group exemption letter in force, the ACS must annually update the IRS with a listing of affiliated organizations to be included under the group exemption.  All affiliated organizations must annually re-elect an authorized ACS to include them.  So, the re-election is done on your annual report and there’s a question on your annual report, “Do you want to be under the ACS group exemption?  Yes or no?”  That’s where you will elect for local sections and divisions.  For regions, we send you a letter and ask you do you want to be under the group exemption?


Okay.  Instead of applying for its own individual IRS tax exempt status through them, any new local sections, divisions, sub-divisions, or regions can elect to obtain tax exempt status through the ACS by authorizing the ACS to have them included under the group exemption letter.  Please contact the Tax Office for details.  It is important to note that your organization has its own—if your organization had its own tax exempt status revoked for failure to file your tax returns, you will no longer be under the group exemption.


Okay, the continuation of same information on the group exemption.  Although the tax exempt status is extended to isolated organizations from the granting of the ACS group exemption letter, the ACS and its affiliated organization, must maintain their own individual, separate tax exempt status.  Which means, each group must be organized and operated exclusively for one or more exempt purposes.  You must be organized as a non-profit corporation, trust or unincorporated association, and this is important for those who file the 990EZ in 2013.  There was a new section that asks for what type of association are you or what type of organization, and it was either you’re a corporation, association or partnership.  So, those are not corporations should take unincorporated association.


The ACS only has general supervision and control over their affiliates, but it does not have operational and financial control over you.  You’re a separate legal entity, operating autonomous from the ACS.  You have your own unique Federal ID number, and this number must always appear on all Federal and State correspondences and returns.  Never use the ACS Federal ID number.  If you do not know your Federal ID number, please contact us at the 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 support or satisfy the public support test, to be considered a non-private foundation, to continue to be included in the group exemption.  Okay, so that’s a lot of material on the group exemption.


So, here’s 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 Tax on activities related to your tax exempt purpose.  As an employee/employer, you’re exempt from paying Federal unemployment taxes, and you might be exempt from some state taxes such as income, sales or employment taxes.  Contributions you receive are deductable as charitable contributions as a donor, on the donor’s federal income returns, and you can obtain tax exempt financing, and of course, reduced (inaudible).


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


The first is failing to meet your filing requirements.  As you’re aware, this has happened to several ACS affiliates.  Next, no part of the organization’s earnings may benefit an insider or it’s called, inurnment.  Lowering your income or assets to recruit—to an officer or director or key employee, is absolutely prohibited.  You’re 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—or at the local level, and the IRS has some tests to help you to figure out what those substantial means.

You are prohibited from intervening in political campaign activities that support or oppose a candidate for elected federal, state or a local public office.  You need to ensure that your primary activities support your exempt purpose.  So, federal—while 501(c) organizations are generally exempt from Federal Income Tax, most organizations have information reporting obligations to the IRS, to ensure that they continue to be recognized as tax exempt.  In addition, they may be liable for employment taxes, unrelated business income, excise taxes, and certain state and local taxes.  In general, here’s the list of tax filing requirements, you have the 1099 Miscellaneous, the Information 990 series or the unrelated business income.  I will cover all of this in more detail later, but the most common are the ones on the Slide.


So, now we turn to which Form 990 to file.  Since, as treasurers you’re likely to be the one responsible to prepare and file the Form 990, so which Form 990 should you file?  Okay.  So, this chart explains which Form 990 is required to be filed depending on your gross receipts and/or total assets.  For your gross—if your gross receipts are normally equal to or less than 50,000, then you’ll file the e-Postcard, the Form 990, and if your gross receipts are more than 50, less than 2,000 total assets, then 50,000, the 990EZ and so on.  You must file a return every year, there are no exceptions.  I cannot stress that enough.  You have to file a return, it’s mandatory.


So, what are gross receipts?  Gross receipts are pretty much everything you receive during the accounting period, without subtracting any costs or expenses.  So, the types of gross receipts are contributions, program service revenue, membership dues, and assessments which include ACS allotments to divisions and local sections.  Here I have an example of how to calculate your gross receipts.  So, you have A, B, C, local section has the following items of gross receipts, which Form 990 should they file?  So, you look at the three-year average, it’s 139,000, comes out to 46,000; it’s less than 50.  So, A, B, C, local section will file the e-Postcard Form 990 for tax year 2013.

Okay.  So, now that you’ve figured out which form to file, the most common return will be the Form 990-N and it’s an e-Postcard, it’s an electronic filing, not a paper copy.  To file the return, you will click on the Website here—here’s a list of all the information you’ll need.  Your employee ID number, your tax year, your legal name and address, and your legal name is found in your by-laws.  A common place to find the by-laws would be on the ACS’s Website, acs.org, and you type by-laws in the search engine, the search box, and it will come up, give you by-laws by division.  You click on that and you can find your by-laws there.


Okay.  Mandatory schedules.  For both—if you file the 990 or 990EZ, you must complete and file the schedule A which is the public support test.  All organizations must complete an attached schedule B, unless you certify that 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 IRS with narrative information required for responses to specific questions and to supplement or explain the organization responses to other questions.  Additional schedules may be required depending on responses to your questions—to the questions on part 1 through 4 of the 990.


Okay, filing dates.  When are you required to file?  The Form 990 Series and all the required attachments are due by the 15th day, of the 5th month which is normally May 15th, if you’re a calendar year filer.  If you’re unable to meet the May 15th deadline for only Forms 990 and 990EZ, you can file for an automatic three month extension and that Form I believe is Form 8848.  You file that Form for a three month extension.  If that is not enough, you can apply for an additional three months extension which will give you until November 15th, if you’re a calendar year filer.


When filing your returns or extension and any correspondences with the IRS, we recommend that you file it by certified mail so you have that comfort that someone from the IRS actually gets the return.  The Form 990-N, which is the e-Postcard is electronic, so you will get—there are no extensions granted for the 990-N, you must file it by May 15th.  You should also, when you file your returns, please send us a copy at the Tax Office because we gather all the information.  So, we can be an early warning to all the treasurers and officers, if you did not file your return for three years, you will be jeopardized.  If you did not send—if you do not send us the returns, we can be—we can alert you that maybe the return was not filed, you might be jeopardizing your tax exempt status.  Okay.

Where to file?  Paper returns are filed in Ogden, Utah—it’s shown there.  Electronic filings required for all—sorry, you’re required to file electronically, if your assets are 10 million or more and you file at least 250 returns during the calendar year, and to make up that 250 returns, it includes Form 1099-002 and any other employment taxes.  However, the IRS recommends that all organizations regardless of size, file electronically.  


Okay.  So, sorry—so, now we look at penalties for late filings and incomplete or inaccurate returns.  There are serious financial penalties involved for both the organization and the responsible person, usually the treasurer, for late filing, inaccurate or incomplete filings.  In order to avoid these chilly,) scary IRS notices, please include all the required attachments.  Be sure to complete all questions asked with the appropriate answers.  We’re not aware of any penalties being assessed to any of our affiliates, but the IRS has the right to assess them.

Female Speaker:
I have a question?

Rosalie Lewis:
Mm-hmm?
Female Speaker:
So, you recommend all (inaudible).

Rosalie Lewis:
Yes, you have to do it through electronic service.  You have to contract with electronic service, H&R Block or ONESOURCE—I could—if you give me your information, I could give you a list of electronic filers.

Male Speaker:
(Inaudible).

Rosalie Lewis:
Sorry.  The question was, what tax, to file electronically.  My answer was there are software vendors out there that you can use such as H&R Block or I think TurboTax.

Male Speaker:
Actually, when you do the N, you do it online on the IRS Website.

Rosalie Lewis:
Right, the 990-N is electronic, but for the 990 and the 990EZ, you can do them with—you can file with a software vendor.  

Male Speaker:
Can I ask a question, as well on the (inaudible).

Rosalie Lewis:
Okay.

Male Speaker:
Yes.  The question is about the exemption letter, it’s just a treasurer putting a check box in forms to ask for the IRS group exemption?

Rosalie Lewis:
Right, it’s on the annual—on your annual financial forms.

Male Speaker:
It comes purely from the treasurer making the request; it doesn’t have to be the entire membership of the local sections voting for it?  Okay.  Thank you.

Male Speaker:
Do any of these requirements apply to student chapters, and most student chapters have very low incomes, you know, less than $8,500 a year, and minimal expenses.

Rosalie Lewis:
Student chapters are not under our group exemption.  They are separate, I think they are under the universities.  So, I’m not sure how that will work because they’re under the universities, not under the ACS and local sections.  I’m not sure.  Okay.


So, failure to file for three consecutive years.  If you fail to file the Form 990/990EZ or the 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.  Loss of exempt status means that you will be required to pay taxes—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 all in the ACS group exemption, you will be removed and according to the IRS rules, cannot be re-added.  So, you will no longer be under our group exemption.  You have to file the 1023 and ask the IRS—request from the IRS, to get your own tax exempt status.

ACS will not be able to include you or obtain your tax exempt status by adding you onto the group exemption letter, you must reapply for separate reinstatement, and this must be done by your organization, not ACS.  We can assist you with completing the form, but this is your responsibility.  

Male Speaker:
Just to clarify that, if a local section falls out of compliance with the IRS for three years or more, then they’re no longer under the group exemption with the National ACS and they’re on their own financially and with the IRS.  So they would have to apply for the 501(c)(3) on their own?

Rosalie Lewis:
Right.  They will complete—

Male Speaker:
There’s no way to come back into compliance with the group exemption forever and ever?

Rosalie Lewis:
That is correct.  

Male Speaker:
So, if you know, California section is out because we didn’t file our taxes, then we’re on our own for the rest of eternity?

Rosalie Lewis:
As a tax exempt organization.  You’ll still be an ACS local section or division, but you really don’t need to be under group exemption.  You have your own exemption.  There’s no need for you to be under the group exemption anymore.  So, that’s one of the disadvantages of not filing your tax return on time.


To get exempt status reinstated—you have to file a 1023 or the Form, the IRS has come out with a new Form 1023EZ which is also an interactive form, to make it much easier because of the difficulties of completing Form 1023.  You must pay a user fee and you can visit the IRS Website on the charges of non-profits and you’ll find a list of frequently asked questions about automatic revocation.  You can also refer to Revenue Procedure 2014-40 which gives you all the information on how to get reinstated.


Okay.  So, now—here’s a list of the other returns you may need to file.  You may need the Form—sorry, the form 990T is an income tax return.  Although tax exempt organizations receive general exemption from Federal Income Tax, their income from unrelated business income activities are subject to Federal Income Tax.  Form 1099, the Miscellaneous Income Tax Return, is required to be filed and you must file this return if you report certain payments made during the calendar year, so vendors that are not employees.  Form 1096 is the annual summary and transmittal of the Form 1099 information and you have employees, you may have to file the W2 Forms.

So, the unrelated business income Form 990T.  You’re required to file a 990T if you have unrelated business income of a thousand or more, if it’s a trade or business conducted on a regular basis, and if the activity is not substantially related to your organization’s exempt purpose.  So, the next Slide gives you some of examples of the most common forms of unrelated trade or business activities.  The first, we have advertising, gaming, sale of merchandise which is unrelated to your exempt purpose, and advertising by definition is unrelated business income because the IRS considers it to be exploitation of your organization’s tax exempt activity which is publishing your journals.  Many local sections have gaming and gaming activities to raise funds for their organizations, giving (inaudible) activity that does not further the—for the Section 501(c)(3) exempt purposes.


Income from bingo games is not subject to unrelated business income, if the bingo game is a traditional-type, it’s legal under the state or local law, and not ordinarily carried out on a commercial basis.  The exclusions, you have interest, dividends, and capital gains and activities conducted substantially by volunteers—and I give an example here where publications where all the editorial and advertising activities are substantially carried on without compensation, and substantial is usually defined as 80% or more of your activities.  


Tax exempt organizations must file form 1099 Miscellaneous to report certain payments during—made during the calendar year to their vendors that are not employees.  You must file Form 1099 Miscellaneous if you pay at least $10.00 in royalty or at least $600 for the items shown on the Slide.  Medical and healthcare payments, attorney’s fees, speaker’s fees, et cetera.  Scholarships and—

Male Speaker:
Six hundred limit, is that per award?  For example, if you have multiple prizes and all of them are well below 600, do you have to file those if they add up to over 600?  Or, if an individual is over 600?

Rosalie Lewis:
Right, it’s the individual is 600 or more.  Scholarships and fellowships and properly documented travel reimbursements are not required to report on Form 1099.  Remember, you need to obtain the vendor’s tax ID number before making any payments and the tax ID number comes from the Form 009.  


Information subject to inspection.  An exempt organization must make its information available for public inspection upon request.  It must be made available from the date it is required to be filed or it’s actually filed, whichever is later.  An exempt organization must make its Form 990, 990EZ or 990T for the most recent three years, available for inspection by the public.  Generally, it must be made—it must also makes its Form 1023 which is the application—sorry, can you—
Male Speaker:
(Inaudible) more than $600, do you still fill out a 1099?

Rosalie Lewis:
Right.

Male Speaker:
No, they’re a separate business.  You were talking about—he hired a vendor—we have not yet, but if we were to hire a vendor to put a Website together for us (inaudible).  What would we need to do?

Rosalie Lewis:
So, the question is if you hire a vendor to put a Website together, do you need to issue a 1099?  The answer is, it depends.  Is the vendor a corporation?  If it’s a corporation, you do not have to issue a 1099, to a corporation, but if it’s like a sole proprietor or I think, it’s an LLC, you have to issue it, if it’s $600 or more.

Male Speaker:
(Inaudible).

Rosalie Lewis:
Well, you’ll know from getting the 009—008, sorry which is a request for information, if you go back one.  The 009 From, the request for tax payer ID number; it gives you—the question was how do you know what type of corporation the vendor is, and it comes from the 009 form.  It asks you for the name of the vendor and the type of corporation—type of organization.  It will tell you if they’re tax exempt or a corporation.

Male Speaker:
Can I ask about this tax form (inaudible) local sections—sorry, do you advise local sections and divisions to put their tax forms up on their Websites?

Rosalie Lewis:
The question is do you advise local sections and divisions to put their tax forms up on the Website?  What tax forms?

Male Speaker:
(Inaudible).

Rosalie Lewis:
Well, yes, you put them on your Website, yes.

Male Speaker:
(Inaudible) advise local sections to do that.
Rosalie Lewis:
Yes, because the ACS has theirs on—we have ours on our Website, also, but if you have the schedule B, you will not—do not put—you will not put the schedule B on there, because it’s not open to public inspection.

Male Speaker:
Yes, if a couple of reimbursement are exceeding $600, do I need to request the 009 forms for tax ID for the individual?  For example, I have a speaker who’s spend is more than $600 and they request for reimbursement.  Do I need to request the (inaudible) number from the speaker?

Rosalie Lewis:
I’m not sure.  

Male Speaker:
Not if you have the documentation requested.  In other words, if they submit an expense reimbursement request, in writing, and you issue a check, you don’t need a 1099.

Male Speaker:
Okay, thank you.

Male Speaker:
But, if you supply them with an honorarium, (inaudible).

Male Speaker:
Yes, on top of that, you do have a 1099.  That exceeds 600.

Male Speaker:
If the honorarium itself exceeds 600.

Male Speaker:
Okay, thank you.

Rosalie Lewis:
Okay.  

Laura Malone:
We’re going to—let’s try to hold the questions and let Rosalie get through her Slides, in respect for everyone’s time this morning.  If you have questions after, we can address them then.

Rosalie Lewis:
Okay.  So, can you go back one?  So, just to finish up on the public inspections slide, names and addresses of contributors in schedule B are not subject to public inspection.  You need to furnish copies when requested and must charge—and may charge a reasonable fee for copying and mailing.  The ACS makes its 990 returns available on its Website.


So, this is the public support test which the IRS supplies the public support test, to determine if a tax exempt organization is a public charity.  As discussed earlier, ACS and affiliated organizations must continue to meet the public support test to maintain their public charity status.  To continue to qualify as a public support organization under sections 5 or 9A-2, the organization must receive normally more than one-third of its support from contributions, membership fees, gross receipts from activities related to its exempt purpose—functions, subject to certain exceptions, and not receive more than one-third of its support from gross investment income.

Public support test is measured using a five year computation period that includes the current and four prior years.  This calculation in shown on schedule A for Form 990 or 990EZ.  Completing the calculation of the public support test in the annual report with the ACs is a good indicator of whether you will pass this test.  If you fail the test on the annual report, please do not panic, since the calculation is only for one year and on the schedule A, it’s a five year period.  While those in the—who file the 990-N do not have to compute this on the return, you need to monitor if you need—if you meet the test, sorry. 


Okay, so the next Slide is a simple example of how to calculate the public support test.  You have CDA—CDA division files the form 990 and must attach schedule A, the CDA qualifies a public supported organization.  So, you have a 2008 to 2012 information there, the contributions, used grants, and the total is 670,000, dividends is 92,000, so the public support ratio you will—shows here the 670 over 762, gives you 87% which is more than thirty three and a third, and the investment ratio; 92 over 762,000, which is less than—there’s 12% which is less than 33.  So, you have both ratios there.  So, CDA will meet the public support test.


So, other filing requirements.  You have charitable contributions.  I will—all charitable donations made to ACS affiliates are tax deductible by the donor.  An acknowledgement letter must be sent for donations greater or equal to 250 and generally, letters are sent to donors by January 31st, of the following year.  It must be contemporaneous—a contemporaneous acknowledgement.  A donor is required to have a bank record or written communication from a charity before any single contribution of 250 or more, in order for the donor to claim a charitable contribution on their income tax returns.  

Although there’s 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 written—a timely, written acknowledgement of the contribution.  So, next Slide shows—gives you a list of what the acknowledgement letter must contain for amounts of 250 or more.  It’s the name of the organization, the amount of cash contributions, and so on. 

Okay, so the next Slide gives you the quid pro quo information.  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.  It’s a payment that is given both as a contribution and as a payment for goods or services provided by the donor organization.  A written disclosure must inform the donor that the amount of the donation—sorry, 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.  So, you have an example there.  If the donor gives a hundred dollars in exchange for a concert ticket with a fair-market value of $40, the donors deduction may not exceed $60.


Okay.  So, coming towards the end of the presentation.  We’re going to look at some other topics.  For the remainder of the presentation, I will cover some topics based on frequently asked questions submitted from participants on prior webcasts.  The first Slide shows you—gives you awards and prizes.  All amounts of awards and prizes are, unless specifically excluded are included in your gross income of the recipients.  It should be reported on box 3 of Form 1099 Miscellaneous, if the amounts are 600 and above for US residents.  


Okay.  So, for every IRS rule there’s an exception, right?  So, one of the exceptions for including prize and awards in your income.  This Slide lists a exclusions, if they’re receiving a recognition of past accomplishments and religious charitable, scientific and educational fields, they’re not reportable, they meet all the following conditions: they’re chosen without actions on their part, and the most important one I would like to point out is the recipients must authorize that they’re to transfer the prize or award to a charitable organization or governmental unit on the designation by the recipient.  Please read the note here, that’s very important, that the authorization by the recipient should be made prior to the prize or award is actually presented by the peer, so as to avoid the possibility of disqualifying—of a disqualifying use.


Okay.  So, very popular topic of scholarships and fellowship grants.  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 fellowships grants, they’re reportable as wages to the individuals, but they are not reportable on From 1099 Miscellaneous.  Both fellowship grants and scholarships are not reportable, but you must keep adequate records so that you can substantiate your grant distribution with the IRS, if it’s necessary.  


Okay, so the next Slide shows to qualify as a tax-free income, the scholarships and grant must meet the following requirements shown on the Slide.  They must be for a degree as a qualified educational organization and they must be used for qualified tuition and related expenses.  If the amounts are spent on educational expenses for non-degree candidates, the amounts are subject to Federal Income Taxes.  


Okay.  So, I’m at the end of my presentation here and I’m just giving you some resources.  The Federal Income Tax forms and publications can be accessed at the IRS.gov, and IRS also offers workshops for small- and mid-sized 501(c)(3) organizations.  If you have any tax questions, send an e-mail to tax@acs.org or feel free to call us at the telephone numbers on the Slide.  This concludes our presentation.  We have covered some of the basic compliance and reporting requirements that you as treasurers need to know.  I hope this information will help you in discharging your duties as treasurers.

Male Speaker:
(Inaudible).

Rosalie Lewis:
No, that’s—sorry, no I’m just saying this is the information—oh, sorry, sorry.  I’m sorry.  Okay.  All right.  So, our next speaker will be—sorry—(inaudible).

Laura Malone:
Okay, one moment.  Thank you, Rosalie.  I want to just real quickly hand out or start a sign-up sheet.  So, if you can fill that out before you leave and I’ll come back with the mic for the questions.

Male Speaker:
Will the treasurers receive updates from ACS if there are changes in ACS—or sorry, IRS tax policies related to 501(c)(3) organizations?  If there are changes in tax rules or filing rules or anything like that, how are treasurers supposed to stay up to date with that kind of information?

Rosalie Lewis:
January of every year, we send out a compliance letter which gives you—so for 2014, so that you can be in compliance with the 2013 tax returns, reporting.  We send out a letter to all treasurers of divisions, local sections, regions and Cheryl Brown, from the MSA office, sends it out to all treasurers.  So, that’s how you keep abreast of all the up to date changes.  You’re also welcome to call us at the Tax Officer or e-mail us.

Female Speaker:
Hi, I had a question.  These last Slides about scholarships and grants, the Project SEED students that we pay over the summer to do a project.  Would that then be something we’d have to fill out the 1099 for?

Rosalie Lewis:
The scholarships? 

Female Speaker:
The Project SEED. 
Rosalie Lewis:
 Right.  So, those are scholarships.  The Project SEED students are usually—I think.

Female Speaker:
Right.  So, yes, they’re not taking a class, obviously, but they’re doing a summer project, a summer internship.  So, that’s why I’m asking, is that considered—if they’re research or other services required to get that because obviously, they have to do this work over the summer to get paid.  So, and they’re usually paid a couple thousand dollars, so it’s not a small amount.

Rosalie Lewis:
I’m not too sure.  I’ll get back to you—if you could put that on your index card and I’ll get back to you.  I’m not too sure about the Project SEED.

Female Speaker:
Okay, great.  Thank you.

Male Speaker:
Often local sections host regional meetings.  I was wondering when those results from the income and the net—how does that work with the treasurers?  They’re regional meeting of the region and of the host local section, is there anything that has to be reported?  Or is that just kind of independent?

Rosalie Lewis:
Um, Laura?  Right.  It’s income too, but who reports the income, is that what you’re asking, the local section or the region?

Male Speaker:
I mean, usually there’s a separate account for the meeting, but it’s not necessarily exactly the section or the region.

Male Speaker:
That’s a question of whether you’re past the 50,000 or not.

Rosalie Lewis:
No, I don’t—

Male Speaker:
(Inaudible) the monies are going to be transferred eventually from the separate account, you know, into the local section account.  It would be interest (inaudible) greater than 50,000 or not.

Rosalie Lewis:
Well, the 50,000 is on a three year average, correct.  So, if it’s just one year unless it’s—

Male Speaker:
(Inaudible)

Rosalie Lewis:
Right.  You’re going to look on a three year period.

Male Speaker:
We have to keep it under a (inaudible).

Kathy Cullins:
Good morning, I’m Kathy Cullins; I’m the Director of Finance and Controller for ACS.  So, in that situation and we have it here, the regional meeting would have income which it reports on its 990 in the year of the activity.  In the year of distribution, to the local section, which may or may not be the same year, it also becomes income to the local section.  Which you would report and include for that year’s activity on your 990.  So, it’s income for both organizations and it depends on when it’s distributed.  If that answers your question?

Male Speaker:
(Inaudible).

Female Speaker:
(Inaudible).

Kathy Cullins:
Yes.  
Male Speaker:
(Inaudible).

Rosalie Lewis:
Right.  So, the region would have their own separate Federal ID number and the local section will have their own. 

Male Speaker:
Typically how its run.

Male Speaker:
(Inaudible).

Female Speaker:
Yes and that’s fine.  Yes.

Rosalie Lewis:
Right, but ACS has regions, so I—okay.

Male Speaker:
But, they don’t have their own (inaudible).

Rosalie Lewis:
Regions have their own tax ID number.  Right, as well as local sections.  Okay.  So, if you could keep your questions until the end of the session, we’ll have the next speaker.

Laura Malone:
Thank you, everyone.  We’ll have time at the end for some more questions.  So, if we don’t get to them then, we will take the index cards with your questions and we’ll get to everyone with those.


So, our next speakers today are from the ACS Development Office; Mary Bet Dobson, Assistant Director; and Lara Kadylak, Manager of Giving, who will provide information about charitable contributions and legacy planning.
Mary Bet Dobson:
Good morning.  Can everyone hear me?  I think really, Rosalie needed the break and that’s why she said, can you all come and present for a few minutes?  A little diversion.  In any case, I’m happy to be here.  I’m Mary Bet Dobson, Assistant Director for Development, and my colleague is Lara Kadylak, she’s the Manager of Annual Giving, and we’re here just to give you sort of a broad overview and provide some information and guidance about charitable giving and legacy planning with ACS National.  


I’m sure many of you have heard a lot of your requirements for local sections, divisions, regional meetings and the like, but we’re really talking a lot about you as a member and charitable giving as it relates to ACS National and programs that we focus on, philanthropically.  So, I will turn it over to Lara—I’m going to hand out a few brochures, materials just to give you an idea of what we do in the Development Office with ACS.

Lara Kadylak:
Thank you, Mary Bet.  I’m just going to give you a brief overview of what our office does.  We are actively soliciting funds for three programs which are administered by the ACS Education Division.  The first is Project SEED which I’m sure you are all familiar with, it’s our oldest program and you see it every year on your ACS membership renewal form.  This program gives stipends to economically disadvantaged high school students to work with scientists mentors in laboratories of industrial or academic for eight to 10 weeks over the summer.


The next is the ACS Scholars Program and this offers undergraduate renewable scholarships to under represented minorities who are pursuing degrees in the chemical sciences.  This program stands out from other scholarships, as each student is paired with a mentor to help them achieve success.  Please look for this on your dues renewal form this fall as it will appear alongside with Project SEED.


Finally, we have Advancing Chemistry Teaching and this fosters the development of chemistry education at a K through 12 level.  A few programs that fall underneath this are teacher-to-teacher workshops.  These are targeted to elementary and middle school teachers that don’t have science backgrounds.  Topical Content Modules which teachers can go online to help them with lesson plans, and one more, our Teacher Research Experiences which are paid opportunities for high school chemistry teachers to work in an academic or industrial laboratory over the summer.


We do realize that not everyone’s wishes for donating fall under one of these three programs.  So, we do accept donations on a more ad-hoc level.  For example, on an individual level, we have a donor that established a research fellowship in honor of her late husband.  On a broader level, we collaborated with Procter & Gamble in which we raised funds for a program called, Coins for Cleaner Water.  The money raised from this program was used to distribute water purification packets to families and children without safe drinking water.  This turned out to be a great program because it allowed us to involve a lot of younger students, as many high school chemistry clubs held fund raisers for this.


You can make a gift online at acs.org/donate.  We accept gifts in the form of checks, credit cards, and appreciated stock.  Please refer to our gift acceptance policy which you’ll be able to find on the ACS Website or please feel free to contact us at the information listed up here and thank you for your time.  I’m going to turn it back to Mary Bet.

Mary Bet Dobson:
Some of the programs that Lara mentioned are ACS Scholars, Project SEED, and Advancing Chemistry Teaching or ACT.  Many of you are probably more aware of ACT at this meeting, as ACT is beginning to be launched, American Association of Chemistry Teachers.  So, I just want to give you a few brief things of about what’s important to remember when you’re making a donation.  I think that there was a mention by Rosalie about the acknowledgements that are going out to those individuals or companies or whatever entities you have that might be making a charitable donation to your group, whether it’s a local section, a division or a regional board.  


But, I think it’s very important to acknowledge these individuals in a rather rapid fashion.  We try to do it in our Development Office within two weeks of the receipt of the gift or even faster than that, it’s really 24 hours, really that’s our main goal.  But, we want to be able to get that out to those individuals as it fosters a relationship with them, a continuing relationship.  There are a number of things to think about too.  Why would somebody want to make a gift through the ACS National Office?  More complex gifts sometimes will come through the ACS National Office; those are gifts of appreciated stock or a recommendation that might come through someone’s IRA or even through somebody’s Fidelity Charitable Fund.  But these are individuals, they would be recognized in our ACS Annual Report for gifts of $1,000 and above, or they will be recognized in the Progress Reports that we have handed out.

But, if it’s coming through your section, I just want to encourage people to think about they can make that complex gift.  If they wanted to make a gift of stock, they can make it through the National Office and we have the mechanism to accept that.  They could designate it back to your local section or whatever activity you have, that’s the important thing.  So, when somebody makes a gift, you want to make sure that they will, first of all, have a designation for how that gift will be made, and they also want to be sure that they are clarifying where the gift is to go.  If they want it to go to ACS National, they need to designate the EIN for the National Office or if it’s going to your group, you all know about what your EIN number is, so that that number should definitely be listed, and you should encourage individuals to look for that number.

So, you’re going to document how the gifts would be used. It could be for some of these programs or it could be for another activity, but that’s an important thing because when we receive the gift, we want to make sure that it goes directly to what the donor’s intention is.  We want to be able to honor and fulfill what the donor had requested, when they made that gift.  If you’re going to be making a gift of stock, also, or if you’re going to make it through ACS National, what we ask you to do is to notify us.  You can notify our office and let us know the gift of stock is coming in, when the transfer is going to be occurring, what the name of the stock is, the number of shares that is anticipated.  So, we have that here—we’re ready and alerted to the fact that the stock will be coming in and we’ll be looking for it.


So, I mentioned also, if people are making their gifts, why they might make it through National.  We have a number of members who specifically will make a gift, say to the Project SEED Program, but they’re making a sizable gift, and their request is that the funds that come into the National Office, would be directed to, for example, their region or their local section.  So, we make every effort to work with the program folks, to make sure that that’s where those funds will go.  So, just be aware of that, if somebody comes up to you and asks for that to happen.


The next Slide.  So, Legacy Planning, many of you in this room may not even be thinking about that, but it’s a good thing to start at any time in your life.  We have a resource that we want to bring to your attention.Lara mentioned the one Website that we have if you want to make a donation, you can go on there and make a gift directly online.  But, we also have the www.acs.org/legacy website, and that’s a resource that I invite everyone in this room to look at and to explore ways to make a gift.  Make a gift—begin to establish your legacy and it’s a great resource.  If you have questions on how do I do this, you can request e-brochures, you can plug in numbers, and it’s confidential.  If you have a question on the site that you can’t find, you can call our office for the answers and we will direct you to the appropriate resource to help you get that answer.


You ask, who are our ACS Legacy Leaders?  We just had a wonderful event, the Senior Chemists Breakfast, where we recognized some new ACS Legacy Leaders. These are members and friends of the Society who have included ACS in the estate plans.  It can be anything from establishing with a percentage of their estate, a bequest, or a planned gift, like a charitable gift annuity.  For these individuals, it’s very important to them that they want to include ACS.  When you do that or if you should just make the recommendation,  you want to use the Official Bequest language.  Now, as it’s stated here, it’s really best for a bequest to come to the National Office, and again, it can also be designated towards your local section.  But, you would want to make sure that the language clearly states that it’s going to go to your local section or if you have a specific program, like Project SEED or ACS Scholars.  If you don’t do that, all of the undesignated bequests, by Board Policy, will go to the ACS General Endowment.  It’s not a bad thing, but if you have something specific in mind, please contact us also because sometimes we like to work out what your gift might be or might look like and help to make sure that your intention is fulfilled.

The other thing I just want to point out too, is that if you know of a member or somebody that’s working on their estate plans, make sure that it’s not going to your name.  For example, George Fisher who lives in Florida and is the treasurer of the Florida Local Section.  If you’re going to make a bequest, you want to advise your attorney or make sure that your plans will point it to the volunteer who would be the current treasurer of that local section, care of the address at ACS National.  As we all know, you’re not going to be a volunteer forever, right, and you’re not going to be a treasurer forever.  You might be a volunteer forever, but it feels like that, right?  So, but just to make sure, it’s something because otherwise, it could get lost.

We’ve had some significant gifts that have come to ACS, for example, from the estate of Dorothy Passer to the Division of Chemical Education; that was a very sizable bequest, and again, I say sizable but also there are all sizes of bequests.  They’re wonderful for supporting,  a scholarship or  stipend; you’d be amazed at what funds in the future can do for us.  We also have a number of members who have included their local sections on-going in their bequests.  So, just to know that that is something to think about in the future.

So, I don’t have anything else.  I’m going to hand this over to Dave Smorodin, but we welcome your questions or if you need information., if you’re questioning what’s going on in your local section and don’t really know, and have a question about charitable giving, our folks in the Tax Office are the priority, but we can certainly help you.  If you have members that come forward and say they want to establish a new award or would like to do these unconventional things that Lara mentioned like fellowships, please, direct them to our office, and we will certainly make sure that dreams come true.  Okay, thank you.

Dave Smorodin:
Thank you, Mary Bet.  My name is Dave Smorodin, I’m your lawyer; I’m here to help.  What’s wrong with that picture?  The title of this elegantly and eloquently titled part of this program, is Legal Stuff You Need to Know.  Next Slide, please, and because I am an attorney, I’m Assistant General Counsel here at the ACS; I thought I would throw in a little bit of legal mumbo-jumbo.  This Slide doesn’t contain every single, positively, absolutely everything that you need to know, but I did want to list the names of the folks who are in the legal group.


Many of you know Flint Lewis, my boss, who is the Secretary General Counsel of the ACS, and you see the rest of the names there.  If you have questions, please don’t be shy.  We’re going to have time for questions at the end of this presentation.  They saved me for last, I’ll leave it for you to determine whether that’s the best, but here we are.


One of the questions that comes up or some of the questions that come up frequently are who is the ACS?  I put in some magic words that you are free to use at your own discretion.  ACS is a Federally Chartered Non-Profit Corporation.  Yes, we are a corporation; we are a non-profit corporation and headquartered at our address.  What does Federally Chartered mean?  It means that unlike many of you, who have incorporated or your divisions may have incorporated, we have incorporated by the United States Congress, and so, Congress passed a law, Franklin Roosevelt signed it in 1937, and so, sometimes if we get asked for the ACS’s Articles of Incorporation, in some states they’re called Articles of Association.  Our Articles of Incorporation are actually in the United States Code.  

It’s kind of cool, it’s a little inconvenient because a lot of people haven’t heard of this, but now you have.  Non-profit, everybody knows the ACS is a non-profit, but it’s a kind of—not a misdemeanor, a misnomer.  What non-profit really means is that ACS isn’t owned by anyone.  If you invest in the stock market, you are an owner in the company that you own shares in; nobody owns shares in the ACS.  If we get a profitable one year, we don’t give dividends to our members; your membership is your dividend, that’s what we like to say.  We don’t pay dividends; we don’t pay profit.  If ACS went out of business tomorrow, all of you wouldn’t get a portion of the ACS assets.  That is true of a for-profit company, you get dividends, you get losses, you get gains.  


Sometimes folks are a little bit worried; we’re a non-profit.  Should we be making profits?  Whether it’s the local section, the division, the region, ACS; yes.  That’s how we keep going.  If you don’t make profits, you will stop existing.  So, whether it’s selling journals or selling booths at a meeting, we are supposed to be making money.  It’s not the driving goal of the organization, but we need to do that in order to continue.  One way we do that is people give Mary Bet money, but however we get assets; profits are a good thing.

Next Slide, sir.  Sometimes you’ll hear this and you want to sound, you want to know what you’re talking about.  ACS is a 501(c)(3) organization.  What in the heck is that?  All a 501(c)(3) refers to is and I’m sure all the people here know this because you’re all treasurers, but 501(c)(3) is the section of the Internal Revenue Code that talks about the type of non-profit that ACS is.  There is a whole slew of other types of non-profits.  We’re a 501(c)(3) and you can tell everybody that’s the best kind of non-profit to be.


What do we do?  Well, we have a charter, as I said, signed by Franklin Roosevelt, 77 years ago, almost to the day, actually and I’m not going to read the Slide to you because I love folks who do that and, If I need sleep, I listen to folks who read PowerPoints.  But, you’ll see it’s a little bit stilted language, but the objects of the ACS, the National Charter, are what we are supposed to be doing and the good news is, I’ve read this a lot of times.  This is what we do; we diffuse chemical knowledge.  Nobody really uses the word diffusion of chemical knowledge, but we distribute, we disseminate chemical knowledge.  We hold meetings and conferences, reports, paper, et cetera.  That is what we do at the national level, at our divisions, at our local section and regions.  


Next Slide; here’s what we don’t do.  We don’t endorse political candidates.  I can’t talk to a group of ACS governance without putting—I think I have two Slides on this, one or two Slides on this.  Every year, it’s either an election year or getting ready to be an election year or it was an election year last year and we’re still thinking about it.  Whatever you do at a local section, division, any ACS entity; we cannot, we absolutely cannot engage in partisan politics.  There’s been some publicity in the news over the last year about the IRS and some Tea Party themed organizations, those are 501(c)(4) organizations and they are allowed to engage in some political activity.  Just how much, nobody knows, that’s a problem, but it’s not a problem for us today.  501(c)(3)’s and we’re all 501(c)(3)s here today, we’d absolutely cannot engage in partisan politics.


I think everyone here knows that and no one here’s going to have the local section endorse Barack Obama or John McCain or whoever the next candidates are.  I’m election cycled out, but whomever.  But here’s what I always worry about, not that a local section’s going to endorse someone running for President or even Senator, but we can’t endorse someone running for school board, even if it’s—in some jurisdictions they have non-partisan elections.  So, you don’t run as a Democrat or a Republican or whatever for school board; I don’t care, don’t do it.  Don’t do it.  If you have any questions, if you see your chair or you see one of your members using local section stationary, tell them to stop, if they won’t call us, we’ll send out the ACS swat team.  There’s nothing that I can say here today, that is more important.  No letters of support on ACS letterhead.  I don’t care if someone’s running for the sanitary sewer district, just don’t do it.  I think the next Slide says, don’t do it, in a little more polite language.  It can really be bad if we do this.


Now, here’s my—because I’m a lawyer and there’s always an exception, right?  We are permitted to engage in lobbying and in most normal people’s minds, politics and lobbying go together like, you know, chemistry and boredom.  No, no—oh.  I meant lawyers and boredom, that’s what I meant.  I had crossed that out, and so you’re going to see that many of you or some of you have local sections that have government activities committees, you’re going to see that ACS at the National level does lobbying.  Well, lobbying is okay.  Supporting individual candidates, not okay.  So, if we’re lobbying whether it’s at the Congress or your state houses of representatives or state senate or even at a school board level, and you want to pass—you want them to pass a law, you want them to issue a proclamation, that’s all okay, but vote for John Smith, vote for Mary Doe; that’s bad, don’t do that.


Again, if you have questions, I’m the one to ask or someone in our office.  Bob Cohen has a question.

Bob Cohen:
(Inaudible).

Dave Smorodin:
I can—I can hear him, but I’m not sure everyone else can.  Right.

Bob Cohen:
Okay, I was just wondering if you sent a thank you letter for some Congressman who’s on the Board of say, some environmental issue or something related to the chemistry.  Is that allowed?

Dave Smorodin:
That is allowed.  I mean, and if you did that like, and you put it in the news paper a week before the election, that would be bad.  But, if you’re sending a letter saying, Congressman Smith, thank you very much for supporting increased funding for the National Science Foundation or something like that, that’s perfectly fine.  Again, if you have questions about specific instances, don’t be shy because this is important.


Next Slide, sir.  One of the questions that I get and this is my effort at appearing Shakespearian here, one of the questions I get is whether my local section, my division, my regional—my region should incorporate and that is the question, next Slide, sir.  There are a couple of factors and the first bit of information is what the heck is a company?  What is a corporation?  There’s been a lot of publicity, a lot of news about this.  I’m sure you don’t pay attention to chemistry information, you really want to stay up on your Supreme Court rulings, but a corporation is a separate legal entity.  So, Dave Smorodin is a separate legal entity, but Dave Smorodin Inc., would be separate and apart from Dave Smorodin.  So, the American Chemical Society is a non-profit corporation, if we get into trouble, if we do something we shouldn’t do, Dave Smorodin doesn’t get sued, the American Chemical Society gets sued.


So, a corporation is a separate legal entity and it’s permitted to do all kinds of things.  When ACS signed a contract for this hotel, a few years back, when were preparing for this National Meeting, the folks who signed that contract, signed in on behalf of the ACS, not on behalf of their own personal responsibility.  So, companies are a way to shield individuals from potential liability.  Next Slide and I’m going fast.  If you have questions, we’re going to have some time at the end, but you can also feel free to interrupt me.  That is the primary benefit, as local section, division officers, directors; the primary benefit of incorporating is to shield folks from personal liability.  


Now, here is the really good news, I’ve been at ACS 10 years, I can’t remember the last time a local section or division got sued.  I can’t remember ever hearing about an individual, director or officer of a local section or division getting sued.  Come on people, get with it.  I have kids to support.  So, we’re talking about the benefits of incorporating, but I also want to tell you that you all are not doing a whole bunch of stuff out there that is going to get anybody sued, very often.  So, we’re really talking about a limited worst-case scenario.  At National Chemistry Week, you go out and you give a demonstration and the thing explodes and it burns the school down.  That would be bad.  Somebody’s probably going to get sued, if that happens.  Is it going to happen?  No, because baking soda and vinegar do not really cause explosions very often, but if it did happen, the corporate structure would protect the individuals involved.  Like everything else in the law, there’s about 97 exceptions and then exceptions to the exceptions, but we only have the rest of the afternoon to go through all of this.  We’re here until five?  Okay.


So, there’s an important benefit to incorporating, but I want to tell you that it is mostly a theoretical benefit.  Next Slide, sir.  There are some disadvantages because life wouldn’t be the same without advantages and disadvantages.  The disadvantages are basically, you’ve been here all morning hearing about all the paperwork, you as treasurers and you as local sections and divisions have to fill out.  Corporations, when you incorporate there’s more paperwork.  So, it’s a pain, it’s not a big pain, we at National will help you with it, but it is a pain.  As a corporation, you’re required to have Board Meetings and you’re required to have a Board and do things.  I think all the local sections who are interested in this, already do that.  It’s simply a matter of you have to make sure it’s—pardon me, make sure it’s documented.  So, those are some of the disadvantages.


There’s a cost; nothings free.  The cost is not something that’s going to be a factor in anyone’s decision to incorporate.  So, we’re not here, I’m not here to tell you, yes, you definitely should incorporate; I’m not here to tell you don’t incorporate.  I think it really—I’ve talked to a lot of divisions and local sections in my 10 years at ACS; it really is a case-by-case basis and I would talk to you all offline, not all at once—about your section, your division, your region.  I wanted to go over a few, sort of the high-level issues so that you can think about it.  My general advice is if you’re small, if you’re not doing a whole lot in your division, local section, region, what have you; you’ve got assets, you get an allotment from ACS, but you’re not really doing a whole lot other than you have a couple of meetings, you have speakers; what’s the problem?


I mean, even if something goes wrong, there’s not a huge benefit to incorporating.  If you’re publishing a lot of newsletters and brochures, perhaps even magazines, if you’re in a very active division or a local section, if you have a lot of assets; Dave, how much is a lot?  I don’t know, that’s an individual determination, you might want to think about it because it does help provide protections to you, as officers, of the local section or division.  If my memory serves me correctly, that’s my last Slide—ah, the question Slide.


So, if folks have questions—and I don’t think the questions need to be limited just to me, though I’m happy to answer questions.  Laura, what’s our plan?

Laura Malone:
So, thank you e.  At this time, I’ll open up the questions.  So, I’d like to take a couple from the phone lines and then we’ll come back to the room.  Operator, are there any questions?

Operator:
Ladies and gentlemen, if you have any questions at this time, please press the number one key.  Again, if you have any questions at this time, ple3ase press the number one key.


Our first question is going to come from Martha Dibble. Please go ahead.

Martha Dibble:
Yes, this has to do with donations.  We just received a large donation to our Scholarship Fund.  Was that supposed to have gone through National ACS?  We are an incorporated section.  So, the assumption was that this came directly to our section and it didn’t go through ACS.  Are we in trouble?

Mary Bet Dobson:
No, but when you say Scholarship Fund, is it something that is sponsored by your local section or your division?
Martha Dibble:
This is a Fund that we use the interest off of to award three scholarships each year.

Mary Bet Dobson:
No, it’s fine if it went directly to your local section.  We just have mentioned this because there are a number of members that would like to be recognized in vehicles such as the Annual Reports, gifts of 1,000 or more, are recognized or if it’s a complex gift, you’re local section might not have been set up to say, receive a gift of stock.  So, that’s why we offer that, but it’s perfectly—

Martha Dibble:
Yes, this is cash—it was a distribution from an estate.  So, it was done the way I had done it before because I’ve already been a trustee.  So, I sort of knew what to do, but it was—after you got done talking about that, I wondered if we should have had the check paid to ACS and then designated to the section.

Mary Bet Dobson:
No, that wasn’t necessary.  

Martha Dibble:
Okay, that’s all I need to know.  I do want to say that David Smorodin has really helped us out and I really appreciate all of his help to us.  Thanks.

Laura Malone:
I see some of you are stepping out of the room, if you can fill out the survey before you leave, that would be great.  We take one more question from the phones?

Operator:
There are no more questions in queue, at this time.

Laura Malone:
Thank you.  Do we have any questions on the floor?

Male Speaker:
Dave, as we were discussing corporate liability issues.  I’m Bob Cohen from Orange County.  I know that when we have certain events, we will contact National to get a certificate of insurance.  For example, if we’re in a zoo or library and stuff like these and these organizations require us to show that we’re insured against certain liability issues.  But, you didn’t cover that?

Dave Smorodin:
I only had 15 minutes, Bob.

Bob Cohen:
I know, but it’s important because it enters into the discussion to whether to incorporate or not.

Dave Smorodin:
You should’ve seen my first draft, it was about 71 Slides, so they made me cut it down.  If you are a local section and division and you are putting on a Presentation or at some other—at any venue, whether you’re incorporated or not, they will often ask you for a certificate of insurance.  The ACS Finance Office can help you with that and provide what the venue needs.  If you don’t know who to contact, you can contact me and I’ll pass you off to Ross Wilson or to Peggy Smith and we will get you taken care of.  But, whether you’re incorporated or not, the ACS liability insurance will cover in the hotel or the other venue will accept that, and we’ve done that pretty routinely for a number of folks.

Bob Cohen:
On Page 3, it says that lobbying activities must insubstantial.  Do you want to comment on what insubstantial means?

Dave Smorodin:
Yes, it’s going to be less than anybody here does.  I mean and I’m being facetious because I know that you all need to get to lunch and the other events.  But, as long as your local section isn’t devoted almost primarily to lobbying, you’re going to be fine.  There are rules about lobbying, and I’m giving them short-shrift because they are a little bit technical.  But, unless you are doing nothing but lobbying or almost nothing but lobbying, you’re going to be fine.  Even if you’re doing nothing more than lobbying, if you and your volunteers are doing the lobbying, you’re going to be fine.  


So, here’s where you get in trouble and no local section or division that I know of is ever going to come close to this, if you’re paying a lobbyist to do lobbying for you, and you’re talking about six figure numbers—first of all, call me and let me know how in the heck you got all that money, and why in the world are you doing this.  But, then you might have an issue.  So, again, I’m glossing over a lot of the technicalities of lobbying rules and regulations, but nobody here is going to be in the situation of getting to that substantial threshold.
Kathie Cullins:
I did get a question earlier from someone asking, how can your local section or division become part of the ACS Investment Pool?  Many of you may be aware, several years ago, based on some legal analysis that we had, we actually have dissolved all of the activity of the Investment Pool.  So, as a local section or division, it’s no longer an option.  Our investments are separate from your investments.  So, if you’d like information on what other options are available to you, above and beyond what you’re already doing, Ross Wilson, who is Assistant Treasurer at the ACS, would be more than willing to help give you additional information.  We can’t advise you, but we can give you some options about what we’re doing at ACS.  But, the Investment Pool is no longer an option.

Female Speaker:
I had a question on the W9 Form, there’s a line that says what type of organization are you and I have a question about my division; what type of organization would we be?  We are an incorporated division.

Rosalie Lewis:
Right.  You would say other.  So, I think you put tax exempt corporation.

Female Speaker:
Other and tax exempt corporation.

Rosalie Lewis:
Right, right.

Female Speaker:
Okay.

Dave Smorodin:
If you’re not incorporated, you would put—Rosalie and I have talked about this in the past.  If you’re incorporated, you put tax exempt—what did we say?  Corporation or yes or unincorporated association, if you’re not incorporated.  I think I’ve mangled that, but does that makes sense?
Female Speaker:
On the last Slide, it says, failure to observe corporate formalities may result in the personal liability on and on.  Can you explain?

Dave Smorodin:
Sure.  So, you’re a corporation, right?  The laws of your particular state, each state’s a little bit different, and so at ACS what we’ve done is all of the divisions with the exception of the Rubber Division having incorporated in the District of Columbia because that’s where I am.  I mean, it really is that simple, and the divisions don’t have a permanent geographical, geographic home, so DC’s as good a place as any.  So, all of the division’s official, legal residence for corporation purposes is 1155 16th Street, Northwest Washington, D.C.  But, local sections are obviously where they are, and so, each local section is in a different state from the District of Columbia, and so your rules and laws may be slightly different.  


But, at a high-level, as a corporation the local section must comply with the rules and so, most states require that you have to have at least one annual meeting a year.  You have to keep books and records and it’s not a huge burden, but you can’t do it on the back of an envelope.  You can’t just sort of wing it.  If you fail to file your required returns, your—excuse me, your required corporate reports, again, they’re not a huge amount, but each state is a little different and you would have to dot your i’s and cross you t’s.  If you mess all of that up, it’s as if you weren’t incorporated.  

It’s no worse than you would be if you had never gone through this except you wasted the money that you spent filing the papers and getting incorporated.  So, you have to have your meeting, have minutes, file your reports fairly timely, and those are the main kinds of formalities.  They’re not burdensome and even as I said, even if you mess it up, it’s just as if you were never incorporated to start with; nothing else horrible happens.
Laura Malone:
You have one question back here and then we’ll conclude.
Male Speaker:
I have a question about sales tax exemptions for division events during National Meetings.  Do we have to do the documentations?  Each state is different, do you do that for us or do we have to do it?

Rosalie Lewis:
You will have to do that, but you can call us and we’ll assist you.

Male Speaker:
Because Colorado has both separate things for the city and the state.

Rosalie Lewis:
Right.  Colorado and Denver, it’s different.  Denver has a sales tax.

Male Speaker:
Can a local section be incorporated into DC—in DC?

Dave Smorodin:
They can, but don’t do it.

Male Speaker:
Okay.

Dave Smorodin:
Except for the chemical—unless you’re from the Chemical Society of Washington, which happens to be in DC, and here’s why I would advise not to incorporate in DC.  I could envision some exceptions to this general rule, but I hope they don’t apply.  If you incorporate in a different state from where you are located, that’s completely legal and it’s very common.  Most companies in California are probably incorporated in Delaware, and we all know that.  But, then what you have to do is you have to file something in your home state which is called—it varies from state to state, but essentially a Certificate of Foreign Corporation and we think of foreign as Japan or Europe.  


But, so you’re a California company, you incorporate in Delaware; you have to file something with the State of California telling them that you’re a foreign corporation, and so you’ve just doubled your number of filings.  So, that’s—my easy advice is don’t bother, I mean, it actually creates more work, both for me and for you.
Male Speaker:
I’m in a region and we are incorporated in DC.

Dave Smorodin:
(Inaudible) to divisions, in that’s there no permanent home and so we’ve chosen to—it’s not required, but we’ve chosen as a default, well let’s put you all in DC.  So that we can, so we can keep an eye on you.  Also, because you’re going to be—well, we’re working on it.

Laura Malone:
Do you have any other questions?

Female Speaker:
Okay, so our division is incorporated.  Do we need to be filing—so, we filed a Federal Tax Return, but do we need to be filing a tax return for Washington, DC?

Dave Smorodin:
So, here’s the good news; no.

Female Speaker:
Okay.  Do I need to file it for our State of Oklahoma because that’s where I’m located and where our bank accounts are?

Dave Smorodin:
No, you shouldn’t have to.

Female Speaker:
Okay, just the (inaudible) okay.

Dave Smorodin:
Yes, I think that’s right.  What I thought you were going to ask, is you do need to file with the DC Corporation authorities, every two years, a report.  I will generate that and sometimes, I won’t even show it to you because it’s kind of—I’ll take the, I’ll take the information out of the yellow book that lists the Officers and we’ll file it.  If we screw it up and we’re late, we’ll get in touch with you and seek some information, and then we’ll get it filed.  It is a truly ministerial kind of exercise and it takes—it keeps you in good standing with the DC Authorities.

Female Speaker:
Okay, very good.  Then, the very last piece of that is, is the address for our division, as far as tax forms and such go, is the address of the Washington Office or is it the treasurer’s Office?  Treasurer’s Office.  Even though we’re incorporated?

Dave Smorodin:
Right, because you want to make sure—when you file—now, I’m talking like I’m a member of the Treasurer’s Office here, but when you file your tax return, you want to make sure that the tax folks send the stuff—any questions, anything that they have to follow-up, they want to send it back to you, and not to the main office in DC.

Female Speaker:
I have a question on the finances of the local sections.  Our reserve funds have grown quite well in the last few years.  At what point do we need to worry that we have too many—too much?  Do we need to spend down?

Dave Smorodin:
The easy answer is, we probably should take that offline.  Having too much money’s not a problem that we’re used to addressing, and not to be too flippant about it, but we should talk offline.

Laura Malone:
Any other questions in the room?  

Operator:
There is one question through the phone.
Laura Malone:
Okay.

Operator:
We have a question from Tad Whiteside.  He’s from the Southeast Regional Meeting.  Please go ahead.

Tad Whiteside:
David, I heard you say that you file the corporate report for the regional meetings that are incorporated in DC, is that correct?  Every two years?

Dave Smorodin:
We have just started doing that and so, I’m not sure if Suramax (ph) has—if we filed on behalf of Suramax or not, but shoot me an e-mail or give me a call or I’ll make a note of it, and then we’ll double check.

Tad Whiteside:
Okay, because I just took over treasurer this year and we had filed some in the past, but it looks like we’ve skipped a couple of years in there.  So, I was trying to figure out if we were too late or whatnot.  I’ll shoot you an e-mail and we’ll follow-up about that.  Thanks a lot.

Dave Smorodin:
That’s fine and this is—this is, it’s not a no stress issue, but it’s a low stress issue.

Tad Whiteside:
Okay, good.  Good.  All right, I’ll follow-up with that.  Thanks a lot.

Dave Smorodin:
Sounds good.

Laura Malone:
So, I also just wanted to mention and put in a plug for accounts payable.  Your address, coming back to your question, the address on record within accounts payable is very, very important for your local sections and divisions.  I would encourage you as you change treasurers that you keep the same bank accounts.  I would encourage you to get ACH set up with ACS, if you haven’t, so that we’re not actually mailing you a check, that we automatically deposit your payments into your accounts.  You’d be amazed annually; we have to file unclaimed property reports.  You know, when you look in the paper and you see all this money that the state has; we have to do that as a corporation, you have to do that as a corporation.  If you have any uncashed checks, people never cash that you mailed to them; you have an obligation to report and turn that money over to the state.  So, we do that at ACS and it is amazing every year when Rosalie’s office starts this, we have local sections and divisions who have not cashed a check that we issued to you; we track you down and we figure it all out and reissue it.  But, it’s a lot of work for everyone, but if you register for ACH, those payments will automatically go to your bank account.  

Of course, if you close your account and you create a new one because you changed treasurers, it makes it a lot more difficult.  So, if you keep the same bank account, it makes it easier for everyone and you get your money immediately.
Rosalie Lewis:
On a separate issue; the IRS issued Form 8822B which was a form to change your address with the IRS and your responsible party.  So, I sent out a mass e-mail earlier this year, for you to complete the form because, you know, for treasurers, you have treasurers who were there years ago and you haven’t changed.  So, you need to update the IRS on your responsible party, and there’s the definition of a responsible party and it’s usually the treasurer.  So, you need to fill out that form, if you haven’t done so.
Laura Malone:
Thanks for joining us today.  A complete transcript and audio of today’s Webinar will be posted on the ACS Website within 10 days, if you want to go back and listen to something again.  A message will be sent to all local section, division, and regional officers when it is available.  


Again, we thank you for joining us and please, feel free to contact any of us, at any time.

Operator:
Excuse me, Laura, I’m sorry, but Mr. Whiteside had another question, if you don’t mind?

Laura Malone:
Okay.

Operator:
Please, go ahead Mr. Whiteside.

Tad Whiteside:
I’m sorry; this is related to uncashed checks.  Again, I was doing an auditing of our books and we have a few checks from several years ago that were not cashed.  Is there a statute of limitations on that?  Or, how worried should I be about following this up on this?  This is maybe, two treasurers ago, so about six to eight years.

Rosalie Lewis:
Okay, for the unclaimed property checks, there’s a dormancy period.  So, for this year’s filing, it’s a three year dormancy period.  So, for—what we’ll report on the 2014 unclaimed property report, will be checks that were uncashed from 2009 to 2011, I believe.  

Tad Whiteside:
Okay.

Rosalie Lewis:
So, if it was not cashed last year, it would not be on our list to report to the state.  But, before we report them for the local sections, we contact you with any address—you know, we try to contact you through the membership.

Tad Whiteside:
Right.  Okay.  Okay.

Rosalie Lewis:
We also send a letter to the treasurer stating that if you want the check to be reissued or refunded.

Tad Whiteside:
Okay.

Rosalie Lewis:
Reissued, sorry.

Tad Whiteside:
Okay, I think that answers my questions.  Thank you so much.

Rosalie Lewis:
You’re welcome.

Laura Malone:
Thank you, everyone.  If you have filled out the survey—the survey, please leave it at the front here for us.  Thank you.

Operator:
Thank you, ladies and gentlemen, for joining.  This completes your Webinar.  You may all disconnect and hope you have a wonderful day.
 
