
The NonProfitTimes - eNewsletter

 

  Web  www.nptimes.com            

 

●     eNewsletters

●     Exempt Magazine

●     NPT Guides

 

 

Weekly eNewsletter

 
Order article reprints, 
eprints and NXTprints.

June 11, 2007 
 
Congress Demands  
More Form 990 Changes 
Less than a month before the Internal Revenue Service (IRS) is to release a new draft of Form 
990, leaders of the Senate Finance Committee sent a letter to U.S. Treasury Secretary Henry 
Paulson detailing the changes they'd like to see to improve openness and transparency.

"Our concern is that the Form 990 has not 
kept up with modern practices in the 
charitable sector and needs significant 
updating," said Sens. Max Baucus (D-Mont.) 
and Chuck Grassley (R-Iowa), chairman and 
ranking member of the Senate Finance 
Committee, respectively, in a May 29 letter. A 
new draft 990 could be released later this 
month. "The IRS must particularly recognize 
that the Form 990 is not adequate to 
encompass vital information regarding major 
parts of the nonprofit sector -- especially 
hospitals and universities."

Though the senators said the greatest priority 
in revising the form is speed, they also 
outlined several points "in critical need of 
greater reporting and transparency:"

●     Executive compensation. Some 
charities are as creative as for-profit 
entities in providing compensation, the 
senators said. The source and total 
amount of compensation of a charity 
executive should be crystal clear not 
have to be pieced together from 
different documents.

●     Dollars raised versus dollars for charity. "There is probably no greater interest of the 
public than wanting to understand...how much of their money is actually going to a charitable 
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activity (and not including money spent on more mailings)," they said. This information 
should be easily and clearly available.

●     Governance. Citing poor governance at the core of problems at charities in the past, the 
senators suggested looking at the BBB Wise Giving Alliance and Panel on the Nonprofit 
Sector as a guide.

●     Endowments. The new Form 990 should allow the IRS and public to easily identify how the 
commensurate test (contributions and grants commensurate in scope with financial 
resources) is being met. Senators asked what guidance Treasury and the IRS is planning "to 
put more teeth into the test."

●     Related organizations and joint ventures. "There needs to be a complete understanding 
of all related organization -- both for-profit and nonprofit -- of a charity." For joint ventures, 
which raise red flags they said, information should include the purpose, participants, 
resources contributed and key financial arrangements.

●     Hospitals. The IRS must look closely at supplemental reporting guidelines of the Catholic 
Health Association (CHA) regarding charity care and community benefits as a template, 
which has been "embraced by many hospitals."

"We believe the greatest priority is speed in implementing these change (sic) to the Form 990," the 
senators wrote. "It is important that you send the signal to Treasury and IRS officials that a new 
and improved Form 990 and supplemental information should be a top priority to be completed and 
implemented," they wrote.

The letter continued, "The Form 990 is only as good as the information provided -- to be beneficial 
the information must be complete and accurate. Unfortunately, that is too often not the case."

The senators closed by asking for an update within 30 days of current IRS efforts to improve and 
encourage accuracy on the forms as well as future plans.
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