
President Obama’s new 
initiative, United We Serve, 
calls on all Americans to 
volunteer in their 
communities.  He urged 
Americans to visit serve.gov, 
a site managed by the 
Corporation for National 
and Community Service 
(CNCS), to find local 
volunteer opportunities. 
United We Serve was created 
with the goal of directly 
involving all Americans in 
addressing local community 
needs, focusing on 
education, health, energy, the 
environment, and 
community renewal.   

The Initiative builds on 

other recent efforts to     
expand service opportunities 
such as the Edward M. 
Kennedy Serve America Act, 
signed into law by President 
Obama on April 21.  This 
new law expands or 
introduces new federal 
programs related to service, 
but Congress must separately 
vote to fund them.  
One  such program is 
the new Social 
Innovation Funds pilot 
program, which would 
award grants to 
nonprofit organizations 
to fund new initiatives 
or expand existing 
programs that address 
specific community 
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The IRS is continuing its trend of 
pushing nonprofits to adopt tighter 
policies leading to good governance.  
Sarah Hall Ingram, Commissioner of the 
Tax Exempt and Government Entities 
Department at the Internal Revenue 
Service addressed this issue by 
emphasizing that good governance is 
not about a one-size-fits-all mentality.  It 
involves a number of key organizational 

and operating principles that the IRS has 
repeatedly articulated, including the 
following: 

1. Internal controls should be 
developed to ensure that systems 
implemented are appropriate to 
each organization.  
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IRS EMPHASIZES  
GOOD GOVERNANCE POLICIES  

The Entertainment Industry 
Foundation  
(a client of this firm) has joined 

the White House in a major 

network-wide public call to 

action campaign beginning this 

Fall - Obama Urges Volunteering 

 

http://www.samspadesf.com/2009/01/obama-calls-for-national-volunteer-sign.html


The Senate Finance Committee is 
considering requiring nonprofit hospitals 
to provide a “minimum annual level of 
charitable care” in order to obtain or 
keep their tax-exempt status.  The 
proposal is part of a larger effort to 
overhaul the government’s financing of 
the healthcare system. 

This proposed new standard would 
require nonprofit hospitals to provide a 
specified minimum quantity of free 
medical care. By contrast, the current 
“community benefit” standard looks 
generally at whether nonprofit hospitals 
provide sufficient health benefits to the 
community, and does not require any 
minimum quantity of free care to be 
provided.  “Community benefits” may 
include offering health fairs, cancer 
screenings, emergency care, training 
doctors, and conducting medical 
research.   

Concerns have been raised that 
nonprofit hospitals are receiving far 
more in tax breaks than they are giving 
in free medical care. Congressional 
representatives are concerned that there 
is no clear way to tell the difference 
between a nonprofit and for-profit 
hospital.  Senator Charles Grassley has 

suggested that the government impose a 
requirement that exempt hospitals spend 
at least 5% of their revenues on free 
medical care.   

In response to the proposal, the 
American Hospital Association issued a 
bulletin strongly opposing the charity care 
proposal, stating that “a formulaic, one-
size-fits-all charity care standard will 
hamstring hospitals’ efforts to respond to 
the unique needs of their communities. It 
would penalize children’s, teaching and 
research hospitals and those in rural areas 
because they provide community benefit 
in a variety of forms other than just charity 
care.”  

Supporters of the current community 
benefit standard also note that studies 
have shown that nonprofit hospitals are 
more likely to offer unprofitable services 
such as psychiatric care or intensive care 
units for burn patients – benefits that 
might not be counted under the proposed 
new standard. 

Apparently efforts by the Senate Finance 

Committee and Senator Grassley to have 

the federal government become more 

involved in the affairs of nonprofits 

continues unabated.   Senate Finance 

Committee Considers Reforms  
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RECENTLY INTRODUCED AND  

ADOPTED STATE 

registration system for charities and  

fundraisers. The state currently does not have a 

registration scheme. Under the bill, all charitable 

organizations domiciled in Delaware and/or 

soliciting Delaware citizens would have to register 

with the state and would be required to disclose 

certain financial information on an annual basis. 

The bill would also require professional fund-

raising counsel and professional solicitors soliciting 

Delaware citizens to register with the state and file 

annual financial reports.  Delaware HB 248 

Iowa House File 712, adopted on 

May 26, creates a private cause of action 

for consumer fraud violations, which 

include deceptive acts in connection 

with solicitations of contributions for 

charitable purposes. The law allows 

consumers to recover damages, costs 

and attorneys’ fees and took effect on 

July 1. Iowa HF712  

Delaware House Bill 248, 
introduced in June, would establish a 

òThis proposed new 

standard would require 

nonprofit hospitals to 

provide a specified 

minimum quantity of 

free medical care.ó 
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http://lawprofessors.typepad.com/nonprofit/2009/05/senate-finance-committee-considers-modifying-taxexempt-hospital-requirements.html
http://lawprofessors.typepad.com/nonprofit/2009/05/senate-finance-committee-considers-modifying-taxexempt-hospital-requirements.html
http://legis.delaware.gov/LIS/LIS145.NSF/vwLegislation/HB+248?Opendocument
http://www.legis.state.ia.us/GA/79GA/Legislation/HF/00700/HF00712/Current.html


The IRS recently published a 
reference guide informing merging or 
dissolving tax-exempt organizations of 
the steps required to inform the IRS of 
these corporate changes. All tax-exempt 
organizations other than private 
foundations are required to inform the 
IRS about the details of such 
transactions via a final Form 990, 990-
EZ or 990-N (known as the e-Postcard), 
depending on which filing threshold the 
organization meets. This filing is due 
within four months and 15 days of the 
date of the organization’s termination or 
merger.   

The required IRS disclosures largely 
focus on significant dispositions of the 
organization’s net assets. Dissolving or 
merging organizations must include a 
description of the assets and any 
transaction fees, the date of distribution, 
the fair market value of the assets and 
information about the recipients of the 
assets.  

5. Transparency is critical. This 
includes making sure that 
Form 990’s are accurate and 
complete, whistleblowers are 
protected, and minutes and 
other records are kept on file. 

Ms. Ingram stated that good 
governance helps gain and maintain 
public confidence, which is crucial in 
allowing nonprofit organizations to 
execute their diverse missions and goals 
for which Congress has given them 
special tax treatment. IRS 
Governing Policies 

Note: If your organization has not adopted the 
appropriate governance policies, please contact 
any of the attorneys at Perlman & Perlman.  

 Continued from Page 1 

2.   An organization should clearly      
 understand and publicly express 
 its mission. 

3. An organization’s board should 
be engaged, informed, and 
independent. 

4. An organization should have 
policies in place to safeguard its 
assets and ensure that they are 
used for proper purposes, 
including policies governing 
executive compensation, 
conflicts of interest, 
independent financial reviews, 
record retention, and gift 
acceptance. 
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There are also specific questions 
about whether any insider of the 
dissolving or merging organization is, 
or is expected to be, involved in the 
successor or transferee organization. 
Relevant documentation, like a 
certified certificate of dissolution or 
plan of merger, must also be attached 
and submitted along with the return.   

Dissolutions by private foundations 

are subject to special rules. In addition 

to detailed disclosure that terminating 

organizations must make in the final 

990-PF, private foundations must be 

careful to comply with the applicable 

regulations and may be required to pay a 

termination tax upon filing the 

final 990-PF.  Corporation Changes In 

IRS Filing Guidelines Update 

 

Note: If your organization is considering a 

 

 

òGood governance helps 

gain and maintain 

public confidence, which 

is crucial in allowing 

nonprofit organizations 

to execute their diverse 

missions and goals...ó 

http://realtytimes.com/rtpages/20090918_investorreport.htm
http://realtytimes.com/rtpages/20090918_investorreport.htm
http://www.irs.gov/businesses/corporations/article/0,,id=179841,00.html
http://www.irs.gov/businesses/corporations/article/0,,id=179841,00.html


CLIFFORD PERLMAN  spoke at the 
National Breast Cancer Advocacy 
Training Conference on May 05, 2009, 
on “Can Nonprofit Organizations 
Advocate? Yes” in Washington, DC. 

 

CLIFFORD PERLMAN and 
KAREN CHANG will be giving a 
presentation on Legal Issues Facing 
Development Offices at the 2009 
National Catholic Development 
Conference (NCDC) Conference and 
Exposition.  Ms. Chang will also host a 
roundtable workshop at the conference 
on the legal issues arising from restricted 
gifts.   

KAREN CHANG  and CATHERINE 
OETGENõs article, “Filer Beware: 
Excess Benefit Transactions and the 
Form 990”, was published in the July 1 
edition of the Nonprofit Times.  
The article can be accessed at:  
http://www.perlmanandperlman.com. 
 
 
JENNIFER HU CORRIGGI O 
attended the annual Issues in Nonprofit 
Governance conference, co-sponsored 
by the Internal Revenue Service, 
Independent Sector, and Georgetown 
Law Center in Washington, DC on June 
23, 2009. Ms. Corriggio also spoke as a 
panelist about nonprofit careers at the 
Cornell Network for Change alumni 
event in New York City on July 21, 
2009.    
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