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Business REQUIREMENTS for Associations

1. Examination of financial documents/procedures
2.  Provide annual (audited) financial statements to membership.
3. Maintain reserves

4.  Protect the tax exempt status

5. File all required corporate forms




Business REQUIREMENTS for Associations

1. Examination of Financial Documents/Procedures

Timely deposits

Payment of bills

Dual Signatures

President verifies all accounts monthly

Annual Audit




Business REQUIREMENTS for Associations

2. Provide annual (audited) financial statements to membership

A. Audited financial statements include:
* Income Statement
» Balance Sheet
» Cash Flow

B. Annual Audit (three types of auditing services)

1. Audit — Most extensive service

Provides the highest level of assurance that the financial statements represe
entity’s financi al position and re

2. Review

Provides limited assurance that no material changes need to be made to the
financial statements

3. Compilation
Useful when limited internal capabilities for preparing financial statements e)




Business REQUIREMENTS for Associations

3. Maintain Reserves

* 6-9 months, not to exceed 2 years of fixed costs

e For Example:

» Fixed costs $2, 000 per month
e Recommended reservé&12,000$18,000
« Maximum reserve $24,000




Business REQUIREMENTS for Associations

4. Protect the Tax Exempt Status

* All chartered USBC state and local associations share the same
non-profit and tax exempt benefits as USBC.

 Tax Exempt Status means:
— Association is exempt from federal income taxes.

— Organization that directs all of its revenues to its stated
purposes.




Business REQUIREMENTS for Associations

Benefits of Tax Exempt Status

Exempt from federal income taxes
(example) Taxable income $75,000
Tax rate— 25%
Income taxes = $18,750

Not required to pay federal unemployment taxes
Possibly exempt from state and local sales and use taxes
May be exempt from property taxes on equipment and real estate

Bulk mailing permit

(example) Basic Price Non-Profit
200 pieces 200 pieces
$.273/piece $.172/piece
Total cost - $54.60 Total cost - $34.40



Business REQUIREMENTS for Associations

IRS Requirements for Tax Exempt Organizations

« Associations should spend their money (reserves) to support the
purpose for which they received their exemption

e Maintain documents
— Board minutes
— Policies
— Documents relating to governance and fundraising
— Administrative activities information
— Complete and accurate financial records



Business REQUIREMENTS for Associations

IRS Requirements (continued)

« Evaluate staffing needs and measure the performance of their top
executives

« Maintain results of activities and measurement of their performance

» Policies and procedures in place to ensure the activities of the associatiot
are consistent with national headquarters (reported on Form 990)




Business REQUIREMENTS for Associations

5. File All Required Corporate Forms

 Payroll Taxes
e State Worker’'s compensatior

 Minutes as required by state law

e Form 990




Business REQUIREMENTS for Associations
IRS Form 990 — Key Requirements

* Filing Deadline- 15th of the month in the fifth month following year end.

» Fiscal Year Ending July 31, XXXX Deadline December 15, XXXX
» Fiscal Year Ending December 31, XX>X>Deadline, May 15, XXXX

» Associations (part of USBC group exemption) must use its own EIN whe
filing a return.

* IRS is beginning to monitor compliance with all applicable laws
—Filing 1099’ s
— Reporting payroll and withholding taxes
— Unrelated business income tax (UBHorm 990T




Business REQUIREMENTS for Associations

Form 990 Series — Filing Phase-In

‘ 2008 Tax Year (Filed in 2009 or 2010) ' Form to File
' Gross receipts hormally < $25,000
Note: Organizations eligible to file the e-Postcard may choose to file a full return.

| Gross receipts < $ 1 million, and Total assets < $2.5 million 990-EZ or 990
' Gross receipts = $1 million, or
| Total assets = $2.5 million

990-N

990
2009 Tax Year (Filed in 2010 or 2011) Form to File
Gross receipts normally < $25,000 990-N
Note: Organizations eligible to file the e-Postcard may choose to file a full return.
Gross receipts < $500,000, and
Total assets < $1.25 million HELeroN
Gross receipts = $500,000, or 990
Total assets = $1.25 million
2010 Tax Year and later (Filed in 2011 and later) | Formto File |
Gross receipts normally <$50,000 990-N
Note: Organizations eligible to file the e-Postcard may choose to file a full return.
Gross receipts< $200,000, and

Total assets < $500,000

Gross receipts = $200,000, or
Total assets = $500,000

990-EZ or 990

990
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Form 990 will become the document of choice
to enforce the tax-exempt provisions

Filing Status of the Top 291 Associations

Current Late Never

Current— 205 Associations or 70.4%
Late— 18 Associations or 6.2%
No Record- 68 Associations or 23.4%




Business RECOMMENDATIONS for Associations

V Association Operations Manual
V Annual Budget

V Business/Action Plan

V Employee Evaluations

V Document Retention

S ISEEC



Business RECOMMENDATIONS for Associations

Sample Document Retention Schedule

SPECIFIC RECORD SUGGESTED RETENTION PERIOD
Annual financial statements Permanent
Monthly financial statement 3 years
General Ledger 20 years
Annual audit records 10 years
A/P paid invoices 8 years
Credit card receipts 3 years
Cash receipts 3 years
Bank reconciliations 3 years
Payroll registers Permanent
Form 990 and 990 Permanent
(supporting documentation)

Federal Tax Returns Permanent
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