Form 990 Challenges: Navigating 2014 Changes
to the Non-Profit Information Return and Schedules
WEDNESDAY, JUNE 3, 2015, 1:00-2:50 pm Eastern

IMPORTANT INFORMATION
This program is approved for 2 CPE credit hours. To earn credit you must:
•

Participate in the program on your own computer connection (no sharing) – if you need to register additional people,
please call customer service at 1-800-926-7926 x10 (or 404-881-1141 x10). Strafford accepts American Express, Visa,
MasterCard, Discover.

•

Listen on-line via your computer speakers.

•

Respond to five prompts during the program plus a single verification code. You will have to write down only the final
verification code on the attestation form, which will be emailed to registered attendees.

•

To earn full credit, you must remain connected for the entire program.

WHOM TO CONTACT
For Additional Registrations:
-Call Strafford Customer Service 1-800-926-7926 x10 (or 404-881-1141 x10)
For Assistance During the Program:
-On the web, use the chat box at the bottom left of the screen
If you get disconnected during the program, you can simply log in using your original instructions and PIN.

Tips for Optimal Quality

FOR LIVE EVENT ONLY

Sound Quality
When listening via your computer speakers, please note that the quality
of your sound will vary depending on the speed and quality of your internet
connection.
If the sound quality is not satisfactory, please e-mail sound@straffordpub.com
immediately so we can address the problem.
Viewing Quality
To maximize your screen, press the F11 key on your keyboard. To exit full screen,
press the F11 key again.

Program Materials

FOR LIVE EVENT ONLY

If you have not printed the conference materials for this program, please
complete the following steps:
•

Click on the ^ symbol next to “Conference Materials” in the middle of the lefthand column on your screen.

•

Click on the tab labeled “Handouts” that appears, and there you will see a
PDF of the slides and the Official Record of Attendance for today's program.

•

Double-click on the PDF and a separate page will open.

•

Print the slides by clicking on the printer icon.
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Notice
ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY
THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY
OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT
MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.
You (and your employees, representatives, or agents) may disclose to any and all persons,
without limitation, the tax treatment or tax structure, or both, of any transaction
described in the associated materials we provide to you, including, but not limited to,
any tax opinions, memoranda, or other tax analyses contained in those materials.
The information contained herein is of a general nature and based on authorities that are
subject to change. Applicability of the information to specific situations should be
determined through consultation with your tax adviser.
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Form 990, Heading

 Box B
o Address change / Name change / Final / Amended / Application pending

 Box C
o Exact name is important

 Box F frequently missed
 Make sure complete Boxes K through M

Prepared by YH Advisors, Inc.
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Form 990, Part III, Lines 2-3

 Line 2
o Important to periodically compare Form 990, Part III to Tax Exemption Application
•

Want to avoid IRS challenge that a new activity is not furthering exempt purposes

o Better late than never re unreported new program service activities

 Line 3
o Not as essential as the reporting of new program service activities

Prepared by YH Advisors, Inc.
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Form 990, Part III, Line 4

 Line 4
o No reporting of Code
o Program service expenses
o Grants expense is reported, NOT grants revenue
o Program service revenue is reported, NOT contributions revenue
•

Definition of program service revenue

Prepared by YH Advisors, Inc.
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Form 990, Part V

 Line 1 – issues with independent contractors
o Ensure exempt organization files all required Forms 1099
o Worker classification issues
o Backup withholding

 Line 2 – e-filing implications
 Line 4 – foreign bank account reporting
o FinCEN Form 114

Prepared by YH Advisors, Inc.
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Form 990, Part V (cont’d)

 Line 7a – definition of quid pro quo transactions
 Line 7b – required charitable contribution acknowledgement to donor

 Line 7c / Line 7d– Form 8282 filing requirements
 Line 7g – contribution of qualified intellectual property
 Line 7h – contributions of vehicles
o Form 1098-C filing requirements

Prepared by YH Advisors, Inc.
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Part VI – Governance, Mgmt, and Disclosure

This significant area requires careful
contemplation of “recommended but not
required” policies to determine what is best
for the organization. It may be challenging
to gather requested information and draft
responses requested in Schedule O -- for
both Yes and No answers.

Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

Question 1 compares number of members of
governing body to “independent” board
members.
The governing body has “power to vote on all
matters that come before it.” If board has
different voting rights, a Schedule O
explanation is requested.
See next page reflecting three factors defining
independence – all must be present.

Blazek & Vetterling
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Part VI - Independence Factors
1. Member was not compensated as an officer or other employee of
the organization or of a related organization, except as provided in
the religious exception discussed below.
2. Member did not receive total compensation or other payments
exceeding $10,000 during the organization’s tax year from the
organization or from related organizations as an independent
contractor, other than reimbursement of expenses under an
accountable plan or reasonable compensation for services provided in
the capacity as a member of the governing body.
3. Neither the member, nor any family member of the member, was
involved in a transaction with the organization (whether directly or
indirectly through affiliation with another organization) that is
required to be reported in Schedule L for the organization’s tax year,
or in a transaction with a related organization of a type and amount
that would be reportable on Schedule L if required to be filed by the
related organization.
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Part VI – Governance, Mgmt, and Disclosure

Filing entity “need not engage in more
than a reasonable effort to obtain the
necessary information to determine the
independence of members of the
governing body and may rely on
information provided by such members.”
Annual questionnaire with name, title,
date, and signature of each person sent
any time during year is acceptable.
Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

Question 2 has been asked since 2005, but
the definition of business relationships has
been specifically defined and supposedly
simplified.
Unanswered question at this time is what is
the consequence of having multiple board
members that are related parties.

Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

Understanding reportable business
relationships:
Member B and C are on board. C buys car from
dealership owned by B for normal price. This is NOT
a reportable relationship.
B and C are CFO and CEO of separate for-profit
corporations and each serve on the other company’s
board. This is a reportable business relationship
that causes them not to be independent.

Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

A Line 5 diversion is “any unauthorized
conversion or use of assets other than for the
org’s authorized purposes, including but not
limited to theft or embezzlement.
Material diversion of assets occurs when the
lesser of (1) $250,000 or (2) 25% of org’s
gross receipts for year or total assets at year
end is disposed of. If Yes, Schedule O
description is requested.
Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

Question 6 answer is “yes” if the org is a
membership or other stock-type entity. A
member is one with the right to
participate in org’s governance or to
receive distributions of income or assets
upon dissolution or withdrawal as a
member (common for social clubs,
business leagues, or fraternal
associations but not charities).
Supporting organizations frequently will
answer Yes to questions 6 and 7.

Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

Board and committee minutes are
expected to be maintained
“contemporaneously,” or within 60
days of a meeting. A No answer to
Question 8a or b will indicate the EO is
not meeting IRS expectations.
Remember it is important that minutes
reflect the exempt purpose and nature
of proposed and ongoing activities.

Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

Question 11a asks if a copy of 990 (as
ultimately filed) has been provided to
members of governing body prior to its
filing. It does not ask if they all approved
of it! 11b does ask who (such as officers,
directors, trustees, board committee or
management) did review it.
ALL filers must explain in Schedule O
specifics of who, when, and how the 990
was reviewed.
Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

The conflict of interest policy question was
added to the 990 in 2005 evidencing high
IRS regard for this governance tool. The
process for disclosing conflicts inherent
in proposed and ongoing transactions
with interested parties through a
questionnaire and documentation and
persons involved is requested in Schedule
O.
Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

A “Yes” answer to Question 15 indicates the
EO officials are protected by “rebuttable
presumption” rules for reasonableness of
compensation based on data showing
comparable salaries, approval process, and
documentation for process and data.

Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure
A tax-exempt organization may pay compensation
and have other financial transactions with members
of its board and key employees, so long as the
amounts paid are reasonable. The tax code has
Intermediate Sanctions to impose penalties on
disqualified persons that receive payments that are
beyond reason. A penalty equal to 25 percent of the
excess payments can be imposed, and any excessive
pay must be returned by a person receiving such
payments from a §501(c)(3) or (4) entity.
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Part VI – Governance, Mgmt, and Disclosure
A brief test for reasonableness, or lack of private
inurement, is referred to as the like, like, like rule. For
compensation, the question to ask is whether the
compensation paid is similar to that a person with
comparable experience and training doing a job with
similar responsibilities for an organization with
equivalent resources located in the same area. For
asset sales or usage, the test would be based on
appraisals of value or normal rental for use of like
assets. It is very important that all organizations
providing compensation of $100,000 or more study
the rules for protecting personnel with a rebuttable
presumption of reasonableness.
Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

Joint ventures with taxable entities are a
particular hot button for the IRS. Rev.
Rul. 98-15 outlines the criteria for
evidencing the venture serves
charitable purposes. If a venture exists,
it is important that the org be able to
answer “yes” to line 16b.

Blazek & Vetterling
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Part VI – Governance, Mgmt, and Disclosure

Lines 17-20 seek info to evaluate how the
EO makes its public disclosures. It is
important to note that while a copy of the
return must be provided if someone asks
for it, it need not be posted on a website.
Also governing documents, conflict of
interest policy, and financial statement
are also NOT required to be made public
by existing tax rules.
Blazek & Vetterling
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Part VII - Compensation
The 990 requires organizations to provide
more details regarding compensation
packages and processes, but reporting levels
have risen. Key questions are:
oWho has to be reported? See definitions of
O,T, D and Key.
oWhat exactly must be reported?
oWhere does it get reported?

Blazek & Vetterling
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Part VII - Officers
The officers of an organization are determined by
reference to its organizing document, bylaws, or
resolutions of its governing body, or as otherwise
designated consistent with state law. Officers can include
a president, vice-president, secretary, treasurer and, in
some cases, a Board Chair.
In addition, for purposes of Form 990, treat as an officer
the following persons, regardless of their titles.
o Top management official. The person who has ultimate responsibility for implementing
the decisions of the governing body or for supervising the management,
administration, or operation of the organization; for example, the organization's
president, CEO, or executive director.
o Top financial official. The person who has ultimate responsibility for managing the
organization's finances; for example, the organization's treasurer or chief financial
officer.

Blazek & Vetterling
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Part VII – Directors/trustees
A “director or trustee” is a member of the
organization's governing body, but only if the
member has voting rights. Members of advisory
boards that do not exercise any governance
authority over the organization are not considered
directors or trustees.
An “institutional trustee” is a trustee that is not an
individual or natural person but an organization. For
instance, a bank or trust company serving as the
trustee of a trust is an institutional trustee.
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Part VII – Key Employees
For purposes of Form 990, a current key employee is an employee
of the organization (other than an officer, director, or trustee)
who meets all three of the following tests, applied in the following
order:
o $150,000 Test: Receives reportable compensation from the organization and all related
organizations in excess of $150,000 for the calendar year ending with or within the
organization's tax year.
o Responsibility Test: At any time during the calendar year ending with or within the
organization's tax year:
•

Has responsibilities, powers, or influence over the organization as a whole that is similar to those of
officers, directors, or trustees;

•

Manages a discrete segment or activity of the organization that represents 10% or more of the
activities, assets, income, or expenses of the organization, as compared to the organization as a whole;
or

•

Has or shares authority to control or determine 10% or more of the organization's capital
expenditures, operating budget, or compensation for employees.

o Top 20 Test: Is one of the 20 employees other than officers, directors, and trustees who
satisfy the $150,000 Test and Responsibility Test with the highest reportable compensation
from the organization and related organizations for the calendar year ending with or within
the organization's tax year.

Blazek & Vetterling
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Part VII - Compensation
Amounts disclosed in Part VII and Schedule J are
reported on a calendar year basis (even if
organization is on a non-calendar fiscal year).
When determining whether an individual is a
“current” or “former” officer, director or trustee,
they are considered “current” if they served in that
role at any time during the organization’s current
fiscal year (not calendar year); “formers” have 5year look back period.

Blazek & Vetterling
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Part VII - Compensation
Individual

Threshold

Current officers, directors/trustees
Current key employees
Current 5 highest comp’d employees

$0
$150,000
$100,000

Former officers, key, high 5 employees
Former board members/trustees

$100,000
$ 10,000

Blazek & Vetterling
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Part VII - Compensation
In a perfectly challenging fashion, the
instructions for Part VII prove why one must
read the instructions carefully with the
following example:
“Current” officers and directors are
determined and reported on the tax
reporting year.
“Current” key employees or highest
compensated employees are reported on a
calendar year basis.

Blazek & Vetterling
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Part VII - Compensation
COLUMN D = Reportable compensation = W-2
Medicare taxable income (Box 5) for employees or
Form 1099 (Box 7) for directors & independent
contractors (serving at any time during year).
Related entity compensation in column (E) and (F) if it
exceeds $10,000 (even if total of $10,000 paid by
several related entities).
Reasonable effort to identify related comp using
completed and signed questionnaire provided to
and returned by board members expected.

Blazek & Vetterling
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Part VII - Compensation
Column F “Other comp” includes items not reportable
on W-2 or 1099 if they total >$10,000 per entity.
EXCEPTION:
All of the following types of comp are reported
regardless of amount:
Tax-deferred employer contributions to qualified defined
contribution plan,
Increase in actuarial value of defined-benefit plan
Value of health insurance/reimbursement plans provided by
employer
Tax-deferred employee/employer contributions to a
nonqualified defined contribution plan

Blazek & Vetterling
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Form 990, Part VIII

 Columns
o (A) – Total revenue
•

No unrealized

•

No contributed services or facilities

o (B) – Related function revenue

o (C) – Unrelated business revenue
o (D) – Excluded revenue

Prepared by YH Advisors, Inc.
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Form 990, Part VIII (cont’d)

 Line 1
o Fundraising events / Government grants / All other contributions
•

Noncash contributions

 Line 2
o Program service revenue
•

Reconcile to Part III, Line 4a

Prepared by YH Advisors, Inc.

38

Form 990, Part VIII (cont’d)

 Line 3 – investment income
 Line 6 – rental income
o Passive
o Related
o Unrelated

 Line 7 – capital gains

Prepared by YH Advisors, Inc.
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Income from fundraising events

Line 8a: gross income from fundraising
events (excludes charitable
contribution portion reported on line
1c)

Line 8b: expenses that relate directly to
the production of the revenue
portion of the fundraising activity

Blazek & Vetterling
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Income from fundraising events

This includes income from dinners,
auctions, certain merchandise
sales (school wrapping paper),
etc.
This does not include income from events
which directly further the organization’s
exempt purpose such as a folk music
festival put on by an organization formed
to promote and preserve folk music.

Blazek & Vetterling
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Income from fundraising events
Line 8a essentially represents the
nondeductible portion of the event
revenue. Line 8b represents the expenses
related to that revenue. When line 8b
exceeds line 8a, it appears that
deductibility may have been overstated.

Blazek & Vetterling
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Fundraising Events
You calculate the non-charitable portion and subtract that amount from the total receipts, thereby
making the charitable contribution portion a plug to keep the equation in balance.
Auction income

75,000

Non-deductible portion of ticket sales*
Other income not considered to be a donation

100,000
2,000

Total non-charitable portion

177,000

*Estimate by multiplying the disclosed FMV of the event with the number of attendees.
Total event proceeds

425,000

Less non-charitable portion from above

177,000

Contributions to be reported on line 1c

248,000

Blazek & Vetterling
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Income from fundraising events

Direct expenses include:
Cash prizes
Non-cash prizes
Rent/facility costs
Food and beverages
Entertainment
Other (auction items, security, photography, etc.)
**Do not include invitation printing/postage, volunteer thank
you parties, and other non-direct expenses.

Blazek & Vetterling
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Income from fundraising events

Auction Items: many times auction
items are contributed to an
organization but not recorded on
the books as a contribution
because they are immediately
sold. This is in accordance with
GAAP but conflicts with the tax
rules which say a contribution
has occurred.
Blazek & Vetterling
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Income from fundraising events

Unrelated Business Income Issues:
Income from a fundraising event is
unrelated business income
unless an exclusion applies.
Typical exclusions:
 Irregularly carried on
 Sale of donated items
 Volunteer labor
Blazek & Vetterling
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Form 990, Part VIII (cont’d)

 Line 10 – sale of inventory
o Related or unrelated

 Line 11 – miscellaneous revenue
o Usually not program service revenue
o Materiality

Prepared by YH Advisors, Inc.
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Form 990, Part IX

 Allocation Methodologies
o Indirect expenses

 Different Columns
o Program service expenses
o Management and general expenses
o Fundraising

 Benchmarking

Prepared by YH Advisors, Inc.
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Form 990, Part IX (cont’d)

 Grants
o Domestic (Schedule I)
o Foreign (Schedule F)

 Executive Compensation
o Includes all compensatory elements
o Rebuttable presumption of reasonableness

Prepared by YH Advisors, Inc.
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Form 990, Part IX (cont’d)

 Program Services
o Line 16 - Occupancy
o Line 17 - Travel

 Management and General
o Line 11 – Fees for Services
o Line 13 – Office

 Fundraising
o Line 11e – Professional fundraising services

Prepared by YH Advisors, Inc.
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Form 990, Part IX (cont’d)

 Management & General
o Interest
o Insurance

 Other Expenses
o Program expenses
o Miscellaneous

Prepared by YH Advisors, Inc.
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Schedule A, Part I

 Definitional
o Churches / Schools / Hospitals

 §509(a)(1)
o Supported by contributions revenue

 §509(a)(2)
o Supported by program service revenue

Prepared by YH Advisors, Inc.
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Schedule A, Part I (cont’d)

 Supporting Organizations
o Type is very important to ascertain
o Line 11g – detailed information required
o New Part IV / Part V

Prepared by YH Advisors, Inc.
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Schedule A, Part II

 Calculation of Public Support
o Line 1 – Contributions revenue
•

Make sure accurately classify

o Line 5 – Excess contributors
•

Need to track for 5 years

•

Not subject to public disclosure

Prepared by YH Advisors, Inc.
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Schedule A, Part II (cont’d)

 Calculation of Total Support
o Line 8 – Investment income
o Line 9 – Special events
o NOT include the following
•

Capital gains

•

Gross receipts from related activities

 First Five Years
o Free pass for first five years of existence

Prepared by YH Advisors, Inc.
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Schedule A, Part II (cont’d)

 Calculation of Public Support Percentage
o Public support / Total support – needs to exceed 33.33%
o Consequences – reclassified as private foundation

 Alternatives
o Publicly supported in immediately previous year
o 10% facts and circumstances test

 Switching After First Five Years
o Very low maintenance to switch between §509(a)(1) and §509(a)(2)
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Schedule A, Part III

 Calculation of Public Support
o Line 1 – Contributions revenue
o Line 2 – Program service revenue
o Line 7 – Excess contributors
•

Need to track for 5 years

•

Not subject to public disclosure

Prepared by YH Advisors, Inc.
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Schedule A, Part III (cont’d)

 Calculation of Total Support
o Line 10 – Investment income
o Line 11 – Special events
o NOT include the following
•

Capital gains

 Public Support Percentage (33.33%)
o Investment income limitations

Prepared by YH Advisors, Inc.
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Schedule A, Part IV

 New Part of Schedule A
o Only applicable for supporting organizations (§509(a)(3))
o IRS making sure re Type of supporting organization
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Schedule A, Part V

 Applicable to Certain Type of Supporting Organization
o Non-functionally integrated Type III supporting organization
•

Subject to more regulations than other Types of supporting organizations
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Schedule B

 Reporting of Anonymous Donors
 Method of Accounting
o See Part XII, Line 1

 Special Rule
o Can be significant time saver
o Churches / Schools / Hospitals
•

Complete Part II of Schedule A

Prepared by YH Advisors, Inc.
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Schedule D – Supplemental
12 Parts request a hodgepodge of extensive
details about aspects of the EO’s assets and
liabilities and contain the reconciliation of
changes in net assets and the explanation of
differences between audited financial
statements and tax reported amounts.
Prompts to complete parts of Sch. D come
both from questions in Core Part IV and
“Complete Schedule D” descriptions on
applicable lines.
Blazek & Vetterling
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Schedule D – Part I
Donor-advised fund details are displayed in
Part I: # of funds, donations received and
grants paid, year end value of all funds. The
2007 question that asked if taxable
distributions under §4966 occurred is
replaced to ask instead if any grants were
paid for the benefit of the donor or donor
advisor. See IRS Notice 2007-21 for revised
DAF standards due to 2006 Pension
Protection Act.
Blazek & Vetterling

63

Schedule D – Part II
Conservation easement holders now have a
long list of information to submit instead of
the 2007 return style of simply saying “Yes”
we had some. Preparers should study an
article on the subject found at
www.irs.gov/charities.
This part is the first of several places
requesting the footnote from the EO’s
financial statements be submitted in Part
XIII.
Blazek & Vetterling
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Schedule D – Part III
SFAS 116 allows an EO to choose to report
donations of and to capitalize collections of
works of art, historical treasures, or other
similar assets held for public exhibition,
education, or research in furtherance of
public service at their value or without value.
Again the audit footnote is provided in Part
XIII to describe method followed. Such
assets held for financial gain (rare
circumstance) also reported.
Blazek & Vetterling

65

Schedule D – Part III
Significant use for collection items is
identified with five checkboxes. Description
of manner in which collections further EO’s
exempt purposes is displayed in Part XIII.
An income tax deductibility “gotcha” asks if
donations of art and other collectibles were
solicited to be sold to raise funds rather
than to be maintained.
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Schedule D – Part IV
Trust, escrow and custodial arrangements are
reported here. The part asks whether or not
the EO reports funds held for others on the
Part X balance sheet or not. If the answer is
funds are not included, details are requested
plus an explanation of the arrangement in
Part XIII.
If such funds included on Balance Sheet, the
arrangements are also described in Part XIII.

Blazek & Vetterling
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Schedule D – Part IV
The instructions mention credit counseling and down
payment assistance orgs. that may enter into escrow
or custodial arrangements. Both types have been the
focus of IRS scrutiny in recent years with a
significant number of exemptions revoked after
examinations.
Most commonly, we see schools reporting amounts
here for various parent and student groups that
don’t have their own bank accounts or exempt
status.
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Schedule D – Part V
Endowment fund details are requested.
Stats on portion held as board-designated,
temp restricted or permanent endowment
submitted.
Endowment funds held by related or
unrelated entity must be disclosed and
described.
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Schedule D – Part X
If the organization had financial statements
for the year that included a footnote
addressing the organization’s liability for
uncertain tax positions, the organization is
instructed to provide the text of the footnote
in Part XIII. The text is to be provided “even
if the organization did not report any
liability for uncertain tax positions in the
note.”
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Schedule D – Part X
Typical tax section footnote:
The Organization is exempt from federal income tax
under §501(c)(3) of the Internal Revenue Code and
classified as a public charity under §509(a)(2). The
Organization files annual federal information
returns that are subject to routine examination;
however, there are no examinations for any tax
periods currently in progress. The Organization
believes it is no longer subject to examinations of
returns for tax years ended before June 30, 2011.

Blazek & Vetterling
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Schedule F, Part I

 Grantmaking
o Maintain adequate records
o Monitoring of grants

 Activities
o Regions
o Other information
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Schedule F, Part II

 Grants Made to Foreign Organizations
o Region
o Purpose
o Amount
o Description non-cash assistance
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Schedule F, Part III

 Grants Made to Foreign Individuals
o Type
o Region
o Number of recipients
o Amount
o Description non-cash assistance
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Schedule F, Part IV

Prepared by YH Advisors, Inc.
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Sch. L – Trans. with Interested Persons

Preparers must pay close attention to
details in this part. For Parts I, II and
III, all transactions are reported
regardless of amount. Individual and
aggregate reporting thresholds below
which reporting is not required with
respect to an interested person are
provided for Part IV.

Blazek & Vetterling
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Sch. L – Trans. with Interested Persons
Parts III and IV contain separate “reasonable effort”
instructions, which essentially expect the
organization to make annual inquiries to its officials
in a best effort to identify relationships and which
the organization may rely on to satisfy reporting
requirements for those Parts. There is a separate
definition of interested person for each Part of the
Schedule, so a person who is an interested person
for one Part may not be an interested person for
other Parts of the Schedule.
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Sch. L – Trans. with Interested Persons
This schedule consolidates information
previously requested in multiple parts of the
old 990 regarding excess benefit
transactions, loans with interested persons,
and business relationships with interested
persons.
Excess benefit transactions, name of
disqualified person involved, and amounts
of Intermediate Sanction tax goes in Part I.
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Schedule L – Part I Interested Persons
Organization Type
 501(c)(3)
 Supporting Organization
 501(c)(4)
 Other than 501(c)(3) or (4)

Interested Persons
B
B&C
B
N/A

Group B: "Any person during the past 5-year period who was in a position to
exercise substantial influence over the affairs of the organization, a member of
the family of such person, (C) an entity controlled by such persons by at least
35%, any person mentioned previously who has such a relationship with a
supporting organization that supports this organization. If a donor advised fund
is involved, disqualified persons also include donors, donor advisors, investment
advisors, and their family members or entities controlled by such persons by at
least 35%."
Group C: Substantial contributor, member of the family of such person, and
entities controlled by such persons by at least 35%.
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Sch. L – Loans to Interested Persons
Loans to and from interested persons that are
outstanding at the end of the tax year reported,
regardless of amount. This also includes loans with
third parties that were transferred and became loans
between the organization and an interested person.
Details not a Balance Sheet attachment for Part X.
Lines 4, 5, and 22 prompt details be reported in Part
II of Schedule L.
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Schedule L – Part II Interested Persons
Organization Type
 501(c)(3)
 Supporting Organization
 501(c)(4)
 Other than 501(c)(3) or (4)

Interested Persons
A&B
A, B, & C
A&B
A

Group A: Current or former officers, directors, trustees, key employees, five highest
compensated employees
Group B: "Any person during the past 5-year period who was in a position to exercise
substantial influence over the affairs of the organization, a member of the family of such
person, (C) an entity controlled by such persons by at least 35%, any person mentioned
previously who has such a relationship with a supporting organization that supports this
organization. If a donor advised fund is involved, disqualified persons also include donors,
donor advisors, investment advisors, and their family members or entities controlled by such
persons by at least 35%."
Group C: Substantial contributor, member of the family of such person, and entities
controlled by such persons by at least 35%.
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Loans – Action Items
View all loans to determine reporting requirements
and modifications, if any, that should be considered:
o Ensure arrangements are in writing
o Require Board approval of all existing loans and
future loans to/from interested persons
Monitor any loans/advance balances to determine
whether they can be eliminated prior to year-end
Communicate with interested persons regarding
disclosures that will be required.
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Sch. L – Grants to Interested Persons

Part III requires organizations to report
each grant (scholarships, fellowships,
internships, prizes, awards, etc.) or
other assistance (provision of goods,
services, or use of facilities) provided
by the organization to any interested
person, regardless of amount.
However, “grants” provided as
compensation are not reportable here.
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Schedule L – Part III Interested Persons
Organization Type
 501(c)(3)
 Supporting Organization
 501(c)(4)
 Other than 501(c)(3) or (4)

Interested Persons
D, E, & F
D, E, & F
D, E, & F
D, E, & F

Group D: A person who contributed at least $5,000 during the tax year and is required to be
reported in Schedule B for such year.
Group E: "A member of the organization’s grant selection committee or their family member,
a family member of any person in Group D or F, a 35% controlled entity of any of the above
individuals, or an employee (or child of an employee) of a substantial contributor or of a 35%
controlled entity of a substantial contributor, but only if the person received the grant or
assistance by the direction or advice of the substantial contributor or 35% controlled entity,
or pursuant to a program funded by the substantial contributor that was intended primarily
to benefit such employees (or their children)."
Group F: Current or former officers, directors, trustees, key employees
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Sch. L – Bus. Trans. with Int. Persons

Part IV requires organizations to report
business transactions for which
payments were made during the
organization’s tax year between the
organization and an interested person
if the payments exceed one of the
reporting thresholds and regardless of
when the transaction was entered into
between the parties.
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Schedule L – Part IV Interested Persons
Organization Type
 501(c)(3)
 Supporting Organization
 501(c)(4)
 Other than 501(c)(3) or (4)

Interested Persons
F&G
F&G
F&G
F&G

Group F: Current or former officers, directors, trustees, key employees
Group G: A family member of a person in Group F, an entity more than
35% owned by members of Group F and/or their family members, an
entity (other than a tax-exempt organization under section 501(c)) of
which a member of Group F was serving at the time of the transaction
as (1) an officer, (2) a director, (3) a trustee, (4) a key employee, (5) a
partner or member with an ownership interest in excess of 5% if the
entity is treated as a partnership, or (6) a shareholder with an ownership
interest in excess of 5% if the entity is a professional corporation.
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Sch. L – Bus. Trans. with Int. Persons

Reporting thresholds:
All payments during the year between
the organization and the interested
person exceed $100,000
All payments during the year from a
single transaction exceed the greater of
$10,000 or 1% of the filing
organization’s total revenues
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Sch. L – Bus. Trans. with Int. Persons

Reporting Thresholds, Continued
Compensation payments paid by the
organization to a family member of a
current officer, director, trustee, or key
employee exceeds $10,000
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Form 990, Schedule R

Prepared by YH Advisors, Inc.
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For More Information……
Please contact:
YH Advisors, Inc.
One Pacific Plaza
7755 Center Avenue, #1225
Huntington Beach, CA 92647
Brian Yacker, Partner
310-982-2803 (direct)
310-266-7196 (cell)
byacker@yhadvisors.com
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For More Information……
Please contact:

Blazek & Vetterling
2900 Weslayan, Suite 200
Houston, TX 77027
Amanda Adams, Tax Partner
713-439-5741 (direct)
amanda.adams@bvcpa.com
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