IRS Form 990 – Selected Line By Line Items

	Form 990 Line Item
	IRS Description (on form or from instructions)
	NAVREF Issues/Comments/Questions/Background for Speaker

	Item A

Accounting Period.
	Report accounting period that began in 2003.  Show the month and day in 2003 that the fiscal year began and day, month and year the fiscal year ended. 
	· Form 990 is due by the 15th day of the fifth month after the close of the fiscal year. 

· The IRS updates the form annually; use the form for the year in which the organization’s last completed fiscal year began. 

· Complete the accounting period section only if the fiscal year is different from the calendar year.

· An organization may establish any date as its fiscal year end, and may change the fiscal year once every 10 years without asking prior IRS approval.  Notify the IRS of any change in fiscal year.


	Item G

Website
	Show the organization's website address if a website is available. Otherwise, write "N/A" (not applicable). Consider adding your email address to your website. 
	Web address:  This is not optional information.  If the organization has a web address, disclose it on this line.  

Benefits:  Directs the public to location where they can obtain additional information on the organization.

Disadvantages: The unwary organization may have information on its website that could trigger an IRS examination.  Some examples would be unrelated business income from internet sales or political messages either supporting or opposing a particular candidate.  

Recommendation: Have a CPA or attorney familiar with non-profit regulations review the organization’s website for areas of risk exposure annually.    


Part I – Revenue, Expenses, and Changes in Net Assets or Fund Balances

	Line 1

Contributions, gifts, grants, and similar amounts received: 


	a. Direct public support

b. Indirect public support

c. Government contributions (grants)  
	Report contributions and grants received to further the organization’s tax-exempt purpose.  

· Consider carefully how to report amounts received from industry sponsors.  If reported on Line 1, ensure that documentation supports reporting as grant.  Factors include whether a public benefit will result from the work supported by the grant; research results will be available to the public and broadly disseminated (important for documentation to support retention of the right to freely publish results); intellectual property resulting from the research will be used for the public good; etc.  

· See also section on Part VII Program Services for possible alternative reporting

· Consult accountant if you are unsure of treatment.  There may be differences between GAAP and federal tax law reporting rules.

Line 1c – Government contributions (grants)

· Include federal and state government grants 

· Include amounts received by your organization as subgrants or pass throughs when the funds originate from a state or federal entity. For example, private university receives grant from NIH; subgrants some of the funds to NPC; report such funds on Line 1c as government grant because the original source is a government entity.  

· Include amounts received from VA as reimbursement for Intergovernmental Personnel Act (IPA) assignments.  (Report employee expenses related to IPAs on Part II, Lines 26-29)

· Funds received from government contracts belong on Line 2.

· Include the fair market value (FMV) of donated use government-owned space used exclusively by the organization.  For NPCs, this may be the office space used to manage the NPC.  Do not include the FMV of shared space such as shared laboratory or clinical space. 

· Use the FMV provided in the audited financial statement

· Report this and any other occupancy amounts as an expense in Part II, Line 36 Occupancy 

· Ties to Line 82a and b.  If FMV is reported on Line 1, respond “no” on Line 82a.  

Line 1b – Include indirect public support such as funds raised by and received from the Combined Federal Campaign, United Way and other fundraising organizations 

Line 1a – 

· Include direct public support which is likely to be all others not reported in 1b or 1c such as amounts received from individuals, corporations, private foundations, and other 501(c)(3) organizations.

· Report grants from other nonprofits such as American Heart Association, Juvenile Diabetes Foundation, etc., as Contributions on line 1a Direct public support.

Professional Fundraisers - Report on Line 1a , b, or c, depending upon criteria above,  the gross amount raised by professional fundraisers.  Report gross fundraising expenses in Part II, Column D, Line 44.  Do not net amounts received from professional fundraisers.  

	
	
	

	
	
	Agency issues –

· Applies to  “agency” – one organization acting as the agent for another – relationships and determining whether funds received constitute a grant or pass through funds under FASB 136

· Applies to federal and non-federal grant and pass through funds

· For accurate 990 reporting, determine how these funds have been classified in audited financials – as grant or pass through?

· Requires careful reporting based on facts – Determining factor is whether the recipient has dominion and control over the funds

If grant –

· Report revenue as Contribution on Line 1 and on Line 61 (Grants payable) until expended or as an expense on Line 22 (Grants) when expended

· Example: A gives $ to B and B conducts an RFP; B has discretion to select subgrantees

· Report as Contribution revenue on line 1 and on Line 61 until dispensed

· Report as Line 22 grant expense when dispensed

If pass through –

· Do not report as Contribution

· Do report as Other Liabilities on Line 65 (not Line 61). Note: This is strictly a balance sheet entry

· Example:  A gives $ to B and A specifies pass through to D.  

· B Does not report as Contribution on Line 1,

· B reports agency funds as a Liability on Line 65 (not Line 61) until passed through

· Do not report on Line 22 when funds are dispensed.

	Line 2

Program Service Revenue
	Program Service Revenue including government fees and contracts 

Income generated by programs related to your mission and any unrelated business income (From Part VII, line 93)


	Reporting amounts received as program service revenue implies the expectation of a return benefit to the payer.  

Consult accountant regarding reporting of industry funds resulting from research collaborations as Contributions or Program services revenue

· Determination depends on facts and circumstances, and supporting documentation.

· If the activity that generates the funds is related to the organization’s tax-exempt purpose, no federal tax is due.

	Line 15 Fundraising
	From Line 44, Column D
	Reporting large amounts on Part I, Line 1 and zero on Line 15 bothers the IRS.  However, many research organizations do not participate in traditional fund raising.  Some research organizations type on Column D “All program related fundraising expenses are reported as general and administrative expenses in Column C”.  Be prepared to respond to IRS questions and defend your position. 


Part II – Statement of Functional Expenses – Use the functional categories and named line items provided to report expenses.  Do not make up your own.  Don’t change the form by lining out one item and inserting your own (such as crossing out “Interest” and writing in “Insurance”). The more an organization blends in, the less likely it is to trigger an audit. Line 43 “Other” should be a very short list and include only a very small amount. 

	Column A
	Total
	Column A (Total) = B + C + D

	Column B
	Program Services
	All expenses integral to programs such as those related to research and/or education including program related administrative expenses.  

	Column C
	Management and General
	Include organizational expenses; that is only expenses related to running the organization itself

Examples: 

· Teacher (report in B) vs. School principal (report in C)

· Research technician (report in B) vs. NPC bookkeeper (report in C)

Do not report expenses related to administration of research and/or education programs in Column C.  For example, research clerks, data entry personnel, departmental secretaries, animal facility personnel, etc. most likely belong in Column B.  

See below for how to reconcile conflicting use of Columns B and C for IRS reporting and federal indirect cost negotiations.  Column C does not accurately reflect all costs that can be included in an IDC rate.

	
	
	Reconciling Form 990 Column B and C reporting with federal indirect cost rate (IDC)

For purposes of IRS reporting and donor satisfaction, an organization wants to keep its administrative costs as low as possible, preferably no more than 25% of total expenses.

For purposes of negotiating an NIH indirect cost rate, an organization wants to include all legitimate expenses.  However, expenses that can be legitimately included in an IDC rate often should be reported in Column B (Program) according to IRS rules.  As a result, Column C (Management and General) generally does not, and should not, contain all the expenses that can be incorporated in an IDC rate. 

Solution:  To see how an audited financial statement can be used for both IRS reporting and IDC rate development.  Go to: http://www.navref.org/development/Conference_Calls/990/Sample_Statement_of_Functional_Expenses.xls
· On the audited financial statements, break out “Research Development Support” (Column 3) from “Total Program Support” (Column 4)
· “Research and Development Support” (Column 3) includes programmatic indirects and research related expenses not associated with a specific project regardless of whether the source is the NPC’s administrative overhead account or a residual account.  For example, NPC administrative funds used to pay for salary for the IRB coordinator should be reported in Column 3.
· “Management, General and Administrative” (Column 5) includes NPC operational expenses only
· For IDC rate calculations:   
· Combine columns for “Research and Development Support” (Column 3) with “Management, General and Administrative” (Column 5) 
· For IRS Form 990:

· In Part II, Column C “Management and general,” report only “Management, General and Administrative” (Column 5) 
· In Part II, Column B “Program services,” report “Total Program and Support” (Column 4)

	Column D
	Fundraising
	· Report gross amounts expended to conduct fundraising activities.

· Large amounts reported as contributions on Line 1a or b and nothing in Column D raises red flags with the IRS for most organizations.  However, research organizations often don’t participate in traditional fundraising

· IRS recognizes that fundraising is not an allowable expense under OMB Circular A-122 (Attachment B; 23b of the circular).  

· Generally, solicitation by research organizations falls under “Grants Administration or “Grants development” and is allowable under A-122.

· Report NPC administrative staff time spent on Grants Administration or Grants Development in Column C, not Column D



	Line 22 

Grants and allocations (attach schedule)


	
	· Includes awards and grants to individuals and other organizations.

· “Grants” are only funds over which the organization has dominion and control.

· Report grants committed but not paid, on Balance Sheet Line 61 Grants Payable, not on Line 65 Other Liabilities.

· Do not report pass through funds on line 22 – those for which the organization has no control over who is the recipient.  See above section on Agency funds for correct reporting.

· Do not report on line 22 amounts provided to PIs as seed funding or bridge grants when the funds stay within the organization.  Report expenses in their functional categories. 

Reporting transfers from one NPC to another NPC:  When a PI moves from one VA to another and requests a transfer of research funds as well -

· If the NPC has discretion over whether to make the transfer and how much the transfer will be, then the transfer grant is reported on Line 22.  

· If the NPC is contractually required to make the transfer, then the transfer is reported on the tax return on Line 20 as a change in net assets. 

· Do include student scholarships for tuition and fellowships on this line.

· Do not list names individually or provide personal information on the tax return or attachments to the return.

· Report as one line “scholarships to individuals”, but keep a list of individuals for examination by the IRS if requested

· IRS will likely consider amounts paid an “automatic excess benefit” if not reported on a W-2 or 1099 as appropriate

· Scholarships by a nonprofit must be mission-related; NPCs must be able to demonstrate the relationship between the scholarship and a research or education benefit to VA

· Amounts must be reasonable

· 501(c)(3) organizations are not required to obtain IRS approval prior to implementing a scholarship program.  

· Must have objective selection criteria

· Scholarship program documentation is important

· Be aware of tax implications of scholarships and IRS reporting requirements associated with scholarships and tuition assistance

· If not sure whether amounts are taxable, issue a 1099 (otherwise, may be an automatic excess benefit)

· Consult accountant before initiating tuition assistance programs

· Ties to question on Schedule A, Part III, Line 3a

· Expenses related to sending PIs and NPC staff to conferences and other work related training is not the same as scholarships and should not be reported on Line 22.  Report such expenses in the appropriate functional categories such as Line 39 Travel or Line 40 Conferences, conventions and meetings.

	Line 23 


	Specific assistance to individuals (attach schedule)
	· Do not report scholarships here.  Rather this is for payments for a charitable purpose, generally for basic support or services.

· Likely to be blank on an NPC 990.

	Line 24 

Benefits paid to or for members (attach schedule)
	
	Likely to be not applicable to NPCs and left blank.



	Line 25 Compensation of officers, directors, etc.
	Total compensation paid to officers, directors and key employees for the year.  


	· Line 25 Total must tie to total on Part V Columns C, D and E.

· See discussion of Part V

· Do NOT report qualified expense reimbursements on Part V or Line 25

· Qualified reimbursement expenses go on Part II natural classification lines such as Supplies, Travel, Telephone, etc.

· Part V includes all current and deferred compensation, benefits and expense accounts

· Report salary and wages for all other employees on Line 26 and when appropriate, Schedule A, Part I

· Key employee is “any person having responsibilities or powers similar to those of officers, directors, or trustees.”  The term includes the chief management and administrative officials of an organization (such as an executive director) but does not include the heads of separate departments or small units within an organization.”

Note: Report only compensation, not qualified reimbursements.  Use an IRS accountable plan to avoid having to report unsupported reimbursements as compensation.

	Line 26 

Other salaries and wages
	Total of employees’ salaries not reported on Line 25
	Report all salaries and wages that are not reported on Line 25.

If an organization contracts with an employee leasing firm, such as Administaff, to manage personnel, that firm should provide the organization with the information necessary to complete Lines 25, 26, 27, 28 and 29.  The fee paid to the firm should be reported on Line 43, Other Professional Fees.

	Line 27 

Pension plan contributions


	Employer’s share of contributions to qualified and nonqualified pension plans for the year.  


	· Include employer contributions to 401K, 403b, etc., plans.

· Ties to question on Schedule A, Part III, Line 3b

Note:  It the employer makes a contribution, complete DOL 5500 for the organization’s plan and file as a separate return.  File form by the last day of the 7th month after the plan year ends.

	Line 28 

Other employee benefits


	Organization’s contributions to employee benefit programs (such as insurance, health and welfare programs) that are not an incidental part of a pension plan included on line 27.  
	Report organization’s contributions to employee health insurance, life insurance, disability coverage, etc.



	Line 29 

Payroll taxes


	Amount of federal, state, and local payroll taxes for the year but only those taxes that are imposed on the organization as an employer.  
	If NPC is leasing employees from a firm such as Adminstaff, the detail obtained from the firm will be entered here.  See line 27 comments.  

	Line 30 Professional fundraising fees
	The organization’s fees to outside fundraisers who are paid primarily for solicitation campaigns they conducted or for consultation services connected with a solicitation of contributions by the organization itself. 
	Report gross amount paid.

	Line 31 

Accounting fees


	Total accounting and auditing fees charged by outside firms and individuals who are not employees of the reporting organization.
	

	Line 32 

Legal fees
	Total legal fees charged by outside firms and individuals who are not employees of the reporting organization. Not including any penalties, fines or judgments imposed against the organization as a result of legal proceedings. 
	Only include the legal fees on this line.  Do not include any fines, penalties or judgments paid. 

	Line 33 

Supplies


	Total office, classroom, medical, and other supplies used during the year, as determined by the organization’s normal method of accounting for supplies.
	Interpret the term “supplies” broadly

· Include all office supplies and other consumables

· Include all research consumables (including lab animals and expenses); no need to break these out by type or to provide details.

· Do not include supplies as “Other” on line 43.

· Include as supplies any equipment that is not depreciated.

	Line 34 

Telephone
	Total telephone, telegram and similar expenses for the year
	Include all telephone related services, including DSL service. 



	Line 35 

Postage and shipping
	Total postage, parcel delivery, trucking, and other delivery expenses, including the cost of shipping materials.
	

	Line 36 

Occupancy


	Total amount paid or incurred for use of office space or other facilities, heat, light, power, and other utilities (other than telephone expenses), outside janitorial services, mortgage interest, property insurance, real estate taxes, and similar expenses.
	Report all expenses related to occupancy of space used exclusively by the organization.  

If FMV for government space used exclusively by the organization is reported on Line 1c, report the same amount as an expense on Line 36.

Do not report amounts paid to renovate or paint shared VA space in which NPC-administered work is being conducted unless the space is used exclusively by the NPC.  If the space is used exclusively by the NPC, 1) if the amount is above the NPC’s capitalization threshold, such amounts should be capitalized on the balance sheet as a rent-free leasehold improvement; or 2) such an amount may be treated as a gift to the VA; or 3) alternatively, if the amount is insubstantial, it may be expensed as part of the occupancy costs. 

	Line 37 

Equipment rental and maintenance


	The cost of renting and maintaining office equipment and other equipment, except for automobile and truck expense reportable on lines 35 and 39.
	Include equipment leasing expenses in  “rental and maintenance.”



	Line 38 

Printing and publications


	The printing and related costs of producing the reporting organization’s own newsletters, leaflets, films, and other informational material on this line.  Also include the cost of any purchased publications.
	

	Line 39 

Travel
	Total travel expenses, including transportation costs (fares, mileage allowances, and automobile expenses), meals and lodging, and per diem payments.
	· Report all reasonable expenses associated with off-site business related activities. Include:

· Hotel

· Ground transportation including mileage at the federal rate

· Per diem amounts

· Meals not covered in per diems

· Parking and taxis even if local

· Air and train fares

· Do not reimburse for first class airfare or hotel suites unless there is a documented business need.  Do not pay for first class upgrades.

Note: Using an IRS accountable plan is the best way to avoid problems with travel reimbursement.

Information from IRS on accountable plans: http://www.irs.gov/publications/p463/ch06.html  

Per diem rates: http://policyworks.gov/org/main/mt/homepage/mtt/perdiem/travel.htm 

	Line 40 Conferences, conventions and meetings


	Total expenses incurred by the organization in conducting meetings related to its activities.  Include such expenses as the rental of facilities, speakers’ fees and expenses, and printed materials.  Include the registration fees (but not travel expenses) paid for sending any of the organization’s staff to conferences, meetings or conventions conducted by other organizations. However, do not include on this line the salaries and travel expenses of the reporting the organization’s own officers, directors, trustees, and employees who participate.
	· Include all expenses for conferences and meetings sponsored by the organization.

· Include the cost of registration fees for conferences, meetings and conventions conducted by other organizations.

· Conference and meeting expenses must be mission related.  For NPCs, the purpose of the meeting and the expenditures must have a documented VA research or education justification. 



	Line 41 

Interest
	Total interest expense for the year.


	

	Line 42

Depreciation, depletion, etc
	If the organization records depreciation, depletion, and similar expenses, enter the total for the year.  Include any depreciation (amortization) of leasehold improvements.  
	· Depreciate capitalized expenses

· Depreciate both donated and purchased items

· Nonprofits must use straight-line depreciation

· Capitalize leasehold improvements over the life of the lease

· Organization must decide whether to capitalize or expense equipment

· Depends on facts and circumstances

· Expensed equipment can be included in “supplies” Line 33

If an NPC purchases equipment and donates it to the VA, it will not be capitalized or depreciated and therefore, will not be reported here.  If an NPC purchases equipment and immediately donates it to VA, then the NPC credits cash and debits non-cash grants reported on Part II, line 22. 

Note:  Generally, report equipment that is not capitalized or depreciated in “Supplies.”

	Line 43 

Other expenses not covered above (Itemize)


	Type and amount of each significant expense for which a separate line is not provided (on lines 22-42 of Part II). Report all other miscellaneous expenses as a single total.  


	“Other” should be a short list and reflect small amounts.  Whenever possible, report expenses on Lines 22-42.  Large amounts reported as “other” and a long list of vague descriptions are an IRS red flag.

Legitimate “other” expenses include:

· Insurance

· Subscriptions and dues

· Advertising

NPCs are strongly encouraged to use the “other” categories provided below.  These have been specifically developed to address NPC expenses in an effort to achieve clarity and consistency among the NPCs.  Include items that have been bulleted in the respective bolded category.

Eight Recommended NPC-Specific Line 43 “Other” Expense Categories

1. Outside and Contracted Services including:

· Consultants

· Payroll fees (to outside vendors)

· Computer maintenance and support

· Other professional fees

· Contract service expenses

2. Subcontracts

· Subcontracts

· Site payments

· Sub-grants

3. Permits, Fees and Taxes

· Sales taxes

· UBIT taxes

· Fines, penalties, judgments

· Organizational expenses (licenses, permits, fees)

· Bank charges/investment fees

4. Advertising

· Subject recruitment 

· Staff recruitment

5. Insurance

· Non-employee related

· NPC coverages – D&O, liability, crime, etc.

6. Inter Institutional Agreements and Transfers

· Personnel agreements with other institutions (IPA, JPA, MOU, FHPP expenses)

· Payments pursuant to inter institutional transfers such as cash transfers to VA

7. Dues and Subscriptions

· Membership dues

· Journal subscriptions

8. Research Study Costs (other than supplies)

· Subject payments/reimbursements

· IRB fees

· Subject related costs

· VA services (lab, pharmacy, radiology)

	Joint Costs
	
	Organizations that conduct fund raising activities must comply with the “joint cost” regulations regarding activities that both serve their mission and raise funds.  The regulations are complex; consult your accountant if you are engaged in traditional fundraising.


Part III: Statement of Program Service Accomplishments

	What is the organization’s primary exempt purpose?
	
	· NPCs should use this section as a marketing tool to promote the organization and its accomplishments.  Any statements made here should tie the NPC’s activities into its exempt purpose and should be consistent with the box checked in Schedule A- Part IV.

· Describe the organization’s four largest programs.

· Total program expenses should tie to Part II, Column B, Line 44

Sample IRS Form 990, Part III – Statement of Program Service Accomplishments

The primary tax exempt purpose of the name of foundation, a 501(c)(3) medical research foundation established in accordance with Title 38, Subchapter IV – Research and Education Corporations, Section 7361-7368, is to support biomedical and clinical research as well as health related educational activities in conjunction with the name VA medical center. Research sponsored by name of foundation benefits veterans treated at the name VA medical center and the general public by advancing knowledge in the diagnosis and treatment of disease and disability.  Education programs supported by name of foundation help disseminate the results of research so they may be translated to clinical practice, provide hospital staff with training in the latest treatments, and help patients understand and manage their medical conditions.

During the past year, name of foundation supported research in the following areas: list   .  This research resulted in publication of number articles in national or specialized medical journals.  Number investigators whose work is administered by name of foundation presented their research at national medical conferences. Number researchers also participated in number poster sessions displaying their research.

Name of foundation administered educational grants on the following topics: list   . In addition, name of foundation sponsored number medical conferences entitled: list   .  Name of foundation also supported hospital staff training on topics and patient education programs in topics




Part IV:  Balance Sheets 

	Line 74
	Total liabilities and net assets/fund balances
	The prior  “End of year” amount (carried forward from last completed 990) must be the same as the “Beginning of year” amount.

Amounts should be consistent with those reported on audited financial statements.

Do not make adjustments on the balance sheet.

· Use Part I, Line 20 for this purpose


Part V: List of Officers, Directors, Trustees, and Key Employees – Ties to Part II, Line 25.  

	Column A

Name and address
	List names and addresses of officers, directors, trustees and key employees regardless of whether they received any compensation from the organization.  
	· Complete this section fully.  

· Always include the executive director as a key employee.

· Ties to Part II, Line 25

· If amounts paid are reported here, do not report them on Schedule A, Part I

· Do not report home or work address; use reporting organization’s address 

	Column B

Title and average hours per week devoted to position 
	List organizational titles and average hours per week devoted to position 

 
	· Hours should be a number: 10, 15, 40+  are OK

· Not OK – “as needed” or “as required” or “available on request”

· Leaving hours blank or saying “none” is not OK; may be an IRS red flag

	Column C

Compensation
	For each person listed, report compensation (including salary, fees, bonuses, and severance payments paid).  Also include current-year payments of amounts reported as deferred compensation in any prior year.


	· Always report executive director compensation here as well as compensation paid to any other key employees that have influence over the entire organization.  Include “chiefs” such as CEO, CFO, COO, etc., but not department heads.

· Report total compensation, both taxable and non taxable

· When deferred compensation is substantial, some organizations have elected to report such employees twice on this schedule, separately stating current compensation on one line and deferred compensation on the second line.  

	Column D

Contributions to employee benefit plans and deferred compensation
	Include in this column all forms of deferred compensation and future severance payments (whether or not funded; whether or not vested; and whether or not the deferred compensation plan is qualified plan under section 401(a). Include payments to welfare benefit plans on behalf of the officers, etc. (Such plans provide benefits such as medical, dental, life insurance, severance pay, disability, etc.)
	· Report employer contributions to health insurance, disability, retirement plan, etc., as well as deferred compensation

There is disagreement among accountants about whether to include the value of working condition fringe benefits, such as combined official/personal use of laptop computer, cell phone, etc.  Consult your accountant for advice on the particulars of your NPC’s circumstances. 

Report the value of D&O coverage as a benefit.

	Column E

Expense account and other allowances
	Include both taxable and nontaxable fringe benefits (other than de minimis fringe benefits.)  
	· Do NOT report expense reimbursements that are paid under an IRS accountable plan.

· DO report expense allowances and expenses that are NOT part of an IRS accountable plan.  For example, if the organization pays flat $100 per day for travel and does not obtain substantiation for actual expenses, report amounts paid here (may trigger the need for a 1099 and tax).

Note: See IRS Publication 463. Chapter 6 for more information on Accountable Plans

	Line 75 Compensation from related organizations 


	Did any officer, director, trustee or key employee receive aggregate compensation of more than $100,000 from your organization or all related organizations, of which more than $10,000 was provided by the related organization?  If yes, attach schedule.
	· Lines 75 and 80a and Schedule A, Part V all address “relatedness” issues and each uses a different definition for what constitutes a relationship.

· The purpose of these questions is to uncover excess or hidden compensation or relationships that may cause one organization to exercise a degree of control over another that could cause concerns about conflicts of interest and lead one to question board members’ independence.

· Response to each depends on the facts and circumstances of the NPC’s own board.

· A key issue for the IRS is whether the organizations have overlapping boards.  The VA does not have boards in the IRS sense.

Line 75 – Usually “no” for an NPC

Line 80a – Accountant views on how an NPC should answer this question vary.  Consult your own accountant.


Part VI: Other Information – Selected Items
	Line 76


	Did the organization engage in any activity not previously reported to the IRS? If “Yes,” attach a detailed description of each activity
	Report activities not previously reported to the IRS (i.e., education expansion.)

	Line 77
	Were any changes made in the organizing or governing documents but not reported to the IRS? If “Yes,” attach a conformed copy of the changes. 
	If an NPC has made changes to its charter or bylaws not previously reported to the IRS, include a copy of the new version.

	Line 78a
	Did the organization have unrelated business gross income of $1,000 or more during the year covered by this return?
	If an NPC has gross unrelated business income greater than $1,000.  This response must be consistent with revenue reported on Part VII.

	Line 79
	Was there a liquidation, dissolution, termination, or substantial contraction during the year? If “Yes,” attach a statement.
	The final return for a dissolved organization is due on the 15th day of the 5th month after liquidation, dissolution or termination. 

	Line 80a
	Is the organization related (other than by association with a statewide or nationwide organization) through common membership, governing bodies, trustees, officers, etc., to any other exempt or nonexempt organization b. If “Yes,” enter the name of the organization
	See discussion of Line 75 above 



	Line 82a
	Did the organization receive donated services or the use of materials, equipment, or facilities at no charge or at substantially less than fair rental value?
	Government contributions of facilities ties to Part I, Line 1, Contributions. 

· If organization reports fair market value of exclusive use of government space on Part I, Line 1c, and that is the only donated service or free use of materials, equipment, or facilities it receives, do not include the amount previously reported and respond “no” on Line 82a.  

· If organization receives other donated services or space, respond “yes” and report fair market value on Line 82b.  

· Amount should be provided in the audited financial statement.

· If there is an amount reported on audited financial statements that is not included on Part I, Line 1, the difference in income and expenses is reported on Part IV-A and IV-B. 

	Line 83a
	Did the organization comply with the public inspection requirements for returns and exemption application?
	The answer to this question should be “Yes.” Regardless of whether an organization has been asked for their 990s and 1023, each NPC should be in compliance with the public inspection requirement.

	Line 83b
	Did the organization comply with the disclosure requirements relating to quid pro quo contributions?
	This refers to activities such as fundraising benefit dinners for which a donor makes a contribution, but receives something in return.  Presumably the value of the return (dinner) is less that the value of the contribution.  

The answer to this question should also be “yes” or NA if an NPC had no quid pro quo contributions. 

“No” means the organization was out of compliance – red flag for the IRS. 

	Line 89b 501(c)(3) or 501(c)(4) orgs.
	Did the organization engage in any section 4958 excess benefit transaction during the year or did it become aware of an excess benefit transaction from a prior year? If “Yes,” attach a statement explaining each transaction.
	If “yes” or left blank, this could be a red flag for the IRS.  The answer the organization wants to be able to give is “no”.  

	Line 90 a
	List the states with which a copy of this return is filed.  
	An NPC must fill in this section if they send their 990 to any state for charitable registration.

	Line 91
	The books are in care of______.  
	The individual named should be qualified to speak for the organization when queried by the IRS, media, or others.   Generally, identify the executive director or CFO here.


Part VII: Analysis of Income-Producing Activities
	Lines 93 -105 
	In Part VII, show whether revenue (also reportable on lines 2 through 11 of Part I) was received from activities related to the organization's tax-exempt purpose or from activities unrelated to its exempt purpose. Enter gross amounts unless indicated otherwise. Show also any revenue excludable from the definition of taxable unrelated business income. 
	Revenues must be reported as:

· Unrelated income subject to income tax (Columns A and B)

or

· Unrelated income not subject to tax with the applicable code for the exclusion (Columns C & D)

or

· Income related to an exempt purpose (Column E).  

	Line 93 

Program service revenue
	
	See discussion about Part I, Lines 1 and 2 above. Generally, report revenue here for activities conducted by the organization for which the payer receives a return benefit.  Whether to report amounts here or as Contributions depends on the facts and circumstances and supporting documentation.  Consult your accountant.  In Part VIII, clearly describe how the revenue is related to the organization’s exempt purpose.  

	Line 93 g 

Fees and contracts from government agencies
	
	Do not report IPA reimbursements from VA here.  IPAs are not government contracts in the sense intended by the IRS here.  (Report employee expenses related to IPAs on Part II, Lines 26-29.)




Part VIII: Relationship of Activities to the Accomplishment of Exempt Purposes.  Similar to Part III.  Make your case that program service revenues are related to your tax-exempt purpose and therefore are not taxable by the federal government.   Be very specific.

Part IX- Information Regarding Taxable Subsidiaries and Disregarded Entities.  In this section, the IRS is looking for subsidiaries used to compensate key employees of the reporting organization.  If an organization has no taxable subsidiaries or disregarded entities, this section is NA.

Part X: Information Regarding Transfer Associated with Personal Benefit Contracts.  NPCs typically do not engage in this activity.  Consult your accountant.
Schedule A .  VHA Handbooks 1200.17 and 1400.2 require NPCs to include all schedules with Form 990 when submitting their annual reports to VA, even those not required to be available for public disclosure.
	Part I Compensation of the Five Highest Paid Employees Other than Officers, Directors, and Trustees
	Complete if organization has employees whose compensation is more than $50,000 and if the employees are not already listed in Part V of Form 990.
	· Do not include employees already listed in Part V of Form 990.  

· In column (d), report both taxable and non-taxable contributions to benefits plans.  The IRS is looking for the organization’s total cost of the employee.

· Use reporting organization’s address; not employee’s home address.



	Part II Compensation of the Five Highest Paid Independent Contractors for Professional Services


	Complete for five highest paid independent contractors (whether individual or firms) who performed personal services of a professional nature for the organization and, in return, received over $50,000 for the year from the organization. Examples of such contractors include but are not limited to attorneys, accountants, doctors, and professional fundraisers.
	· Report only independent contractors who provide personal services – lawyer, accountant, architect, etc.

· Report here whether the amount is paid to the individual, a corporation or a partnership.

· Do not include employees working under IPAs – IPAs must be NPC employees, not consultants

· Amounts reported here should be included in Form 990, Part II, Line 26, Other salaries and wages.

	Part III

3a. Scholarships

3b. 403(b) Plan
	Do you make grants for scholarships, fellowships, student loans, etc.? (If “Yes,” attach an explanation of how you determine that recipients qualify to receive payments?)

Do you have a section 403(b) plan for your employees?
	Ties in to Form 990, Part II, Line 22

Ties in to 990 Part II, Line 28, Employee benefits, and Part II, Officer and Key Employee benefits.

	Part IV

Reason for Non-Private Foundation Status


	Line 9 A medical research organization operated in conjunction with a hospital. Section 170(b)(1)(A)(iii). Enter the hospital’s name, city, and state.


	· Box checked must match the organization’s sub-classification as detailed on its IRS letter of tax exempt determination

· Medical research organizations typically will check boxes 9, 11a or 12:

· Type 509 (a)(1) and 170(b)(1)(A)(iii) – Check Box 9; do not complete Part IV-A

· Type 509 (a)(1) and 170(b)(A)(vi) – Check Box 11a and complete Part IV-A

· Type 509 (a)(2) – Check Box 12 and complete Part IV-A

· Type 509 (a)(3) – Check Box 13; do not complete Part IV-A

Note: Type 509 (a)(1) and 170(b)(A)(vi) organizations must meet certain support tests.  Any NPCs interested in asking the IRS to change their sub-classification from (vi) to (iii) should contact the NAVREF office for assistance. 

	Part IV-A

Support Schedule


	Line 26f Public support percentage.  
	· NPCs that check boxes 11 or 12 on Part IV, must complete this schedule

· This schedule must be completed on the cash basis of accounting regardless of the method of accounting ordinarily used by the organization.  

	Part VI-A and B

Lobbying Expenditures by Electing Public Charities
	
	· Lobbying is a permissible nonprofit activity provided that it is not a “substantial” part of the organization’s activities.  

· NPCs are encouraged to complete IRS Form 5768 to apply for the “h election.”  This allows a nonprofit to quantify its lobby expenses so as not to run afoul of the vague “insubstantial” rule.

· For NPCs, lobbying must be related to VA research or education.


	Part VII

Information Regarding Transfers to and Transactions and Relationships with Non-charitable Exempt Organizations
	
	501 (c)(3) organizations may only make transfers to other 501 (c)(3) organizations or to government entities.  This section should be NA to NPCs.  


Schedule B.

Not normally open to public disclosure.  If your accountant provides a public copy of your Form 990, this information will be omitted.  

However, VHA Handbooks 1200.17 and 1400.2 require NPCs to submit all schedules with their annual reports to VA.
	General Rule
	Organizations must report all contributors that gave more than $5,000 in cash or assets during the year.  
	“Donors” include all donors except governmental agencies.  

	Special Rule
	If the organization is exempt under Section 170(b)(1)(A)(vi) or would qualify under this section, it only must disclose donors who contributed the greater of $5,000 or 2% of the amount reported on Form 990, Part I, Line 1d.  
	“Donors” include all donors except governmental agencies.  

The special rule is favorable as there are usually fewer donors that contribute more than 2% of total contributions than donors that contribute more than $5,000 to the organization.  

If the organization checked Box 11, on Schedule A, Part IV, it may use the special rule.  If however, it checked one of the other boxes, it may still qualify for the special rule if it would also meet the public support test of an entity that checked Box 11.  Often, a medical research organization affiliated with a hospital qualifies for the special rule.  Consult your accountant for a determination of whether your organization qualifies for the special rule.    


