Financial Management: Budget, Tax Exempt Status, IRS 990, Record Keeping

Budget Facts:
· The officers and Board of Directors should be involved in setting financial goals for the Chapter and State Council and in preparing and approving the budget.
· The budget should be reviewed by the officers and board to ensure that the projected income (revenues) and expenses are realistic.
· The treasurer is responsible for making sure that financial records are accurate and maintained.

Tax Exempt Facts:
· Each Chapter and State Council has a Federal Employer Identification Number (EIN). The EIN is a registered number with the Internal Revenue Service (IRS). This number is verified annually with the Chapter/State Council filing of a 990 form and by Headquarters in their IRS subordinate audit. 
· Tax-exempt status is listed among the Chapter standards that were endorsed by the Board in the fall of 1993. All Chapters and State Councils have an independent EIN number from Headquarters.
· Most Chapters hold a 501(c)6 designation (See “501(c)6” information). A common question from Chapters is regarding state sales tax exemption. The 501(c)6 means you must pay sales taxes, unless you have an exemption from your state. The 501(c)6 designation is a business league/trade association, not a charity, so vendors and others cannot make tax deductible contributions. Their contribution would be deducted as a business expense using an IRS W9 form. A copy of the W9 is included in this resource (See W9 information). 

Required Filing of Annual 990-Series Form

In October 2007, AORN alerted you to the IRS “Annual Electronic Notice Filing Required.” With the passing of the Pension Protection Act of 2006, all Chapters and State Councils are required to file an annual electronic 990-N, also known as an e-Postcard, or another 990-series form. 

Forget what others have told you in the past (ie, our Chapter/State Council doesn’t have to file – we barely made $3,000 this year). All Chapters and State Councils must file a 990 form every year with the IRS, no matter how much money you gross. The IRS, also, does not send out a reminder for filing deadlines. 

Due Date: Filing a 990-series form is required by the 15th of the 5th month, following your fiscal year end. For example, if your organization’s year end is December 31, 2010, the filing due date would be May 15, 2011. To file, you must create a login and password (http://epostcard.form990.org/default.asp). Those who have filed in the past may use the same login and password each year for consistency. When filing your 990-series form online, do not put the dash ( - ) in your EIN number.

If you have not filed a 990-series form, than it is possible that your existing EIN number has been revoked and possibly reassigned. Contact the IRS for a status on your EIN number. If you have lost your EIN number, you may file for a new number online. Contact Deb Warren for assistance. 

Treasurer’s Financial Record Keeping Facts:
The treasury files should contain the following items.
•	Copy of bylaws and policies with authorization of disbursements sections highlighted
•	Copy of the approved budget
•	Receipt book to acknowledge money received
•	Check book to disburse funds as authorized
•	Treasurer's accounting books (eg, bank statements, deposit slips, cancelled checks)
•	Up-to-date roster of members
•	Tax records 
•	Proof of Federal Employee Identification Number (EIN) from the IRS
•	Fundraising records
•	Auditor’s report
•	Inventory of goods in stock (eg, recipe books)

Tax records and your EIN should be kept in your files indefinitely. Financial records also should be kept indefinitely. If the Treasurer’s report is included in the minutes or newsletter, these items are in the permanent files and this will suffice. Separate financial records, bank statements, and annual reports should be kept with the Treasurer’s files for three years. (See Documentation Retention Schedule.)
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For more information, contact Chapter Relations Coordinator Deb Warren, at (800) 755-2676 Ext. 222 or dwarren@aorn.org.

