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o Reasonable Compensation
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o Executive Director

Board Meetings
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o Conflict of Interest Policy

o Whistleblower Policy

o Reasonable Compensation Documentation Procedures
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Public Disclosure Rules (see Sec. 6104 of IRC)

o All 990s posted on www.guidestar.org

o General public disclosure rules

• Must make available without charge at principal office

• No reason needs to be given to see Form 990

• Need to provide back 3 years

Relevant Parts of Form 990

o Part VI

• Policies

Conflict of interest policy

Whistleblower policy

• Procedures

Reasonable compensation documentation procedures

o Part VII

• Detailing of all insider compensation arrangements

o Schedule J

Transparency

www.guidestar.org
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Reasonable compensation

o Valuation standard used to determine if there is an excess benefit in the exchange of a disqualified person’s services for compensation

• All-inclusive, including all compensatory benefits received (other than nontaxable fringe benefits)

o Initial contract exception

• Section 4958 does not apply to any fixed payment made to a person pursuant to an initial contract (binding written contract between
public charity and a person who was not a disqualified person immediately prior to entering into the contract)

Rebuttable presumption of reasonableness (shift burden of proof to the IRS)

o Transaction approved by independent members of governing body

• Independent connotes absence of conflict of interest

Child of organization’s Executive Director cannot serve on compensation committee deciding on the compensation for the Executive Director

o Before making decision, governing body relied upon comparability data

• Safe harbor for small organizations (gross receipts less than $1 million)

Comparability data includes compensation paid by three comparable entities (community/services)

o Governing body contemporaneously documents basis for making its determination

Compensation
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Contemporaneous documentation (rebuttable presumption of reasonableness)

o Terms of the approved compensation and the date approved

o Members of the authorized body present during debate on the compensation amount and those who voted on it

o Comparability data obtained and relied upon and how such data was obtained

• Compensation paid by similarly situated organizations for functionally comparable positions

• Availability of similar services in same geographic area

• Current compensation surveys by independent firms

• Insider’s particular training, expertise, scope of duties

• Actual offers from others competing for insider’s services

o Any actions by member of authorized body having a conflict of interest

o Documentation of the basis for the compensation determination before the later of the next Board meeting or 60 days after the final
actions of the authorized body are taken

Compensation (cont’d)
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Preparation of Reasonable Compensation Binder

o Satisfies documentation requirements of the intermediate sanctions rebuttable presumption set forth in Sec. 4958 of the Internal Revenue 
Code

• Provide enough documentation to shift the burden of proof to the Internal Revenue Service to claim that compensation being paid to an 
insider is unreasonable

• Binder contains all necessary information to support that the total compensation paid to insider is reasonable (according to the payor 
tax-exempt organization)

Compensation (cont’d)



 
PROCEDURES – REASONABLE COMPENSATION (INSIDERS) 

 
 The insiders of the organization are as follows: 

o Any member of the Board of Directors 

o Any Officer of the organization 

o Executive Director 

o Top financial person of the organization (e.g. Chief Financial Officer / Finance 
Director / Controller) 

o Any key employees (as defined by the Internal Revenue Service for purposes of 
completing Part VII of the Form 990) 

o Any family member for any of the aforementioned 

 Definition of compensation - all-inclusive, including all compensatory benefits received 
(other than nontaxable fringe benefits); includes salaries, bonuses, taxable fringe 
benefits, retirement plan contributions, loan agreements, and deferred compensation 
amounts. 

 Definition of reasonable compensation - amount of compensation a similar enterprise, 
whether taxable or tax-exempt, would pay for similar services under similar 
circumstances; reasonableness of compensation can be established by independent 
compensation surveys and actual written offers from similar institutions. 

 When determining the annual compensation for any insider, the organization shall always 
undertake and satisfy all three prongs of the rebuttable presumption set forth in the 
Internal Revenue Code regarding intermediate sanctions (§4958). 

1. Compensation arrangement approved in advance by independent members 
of the organization’s governing body (Board of Directors or a subcommittee 
thereof) that is composed of persons who do not have a conflict of interest 
with respect to the compensation arrangement. 

2. Before making the reasonable compensation determination, the governing 
body (or subcommittee thereof) relied upon comparability data 
(comparability data includes compensation paid by comparable and similarly 
situated entities) in deciding whether to approve the compensation. 

3. Governing body contemporaneously documents their basis for making its 
reasonable compensation determination, as follows: 

a. Terms of the approved compensation and the date approved by 
the Board 

b. Members of Board present during debate on the compensation 
amount and those who voted on it and how they voted on it 

c. Description of the comparability data obtained and relied upon 
and how such data was obtained 

d. Any actions by Board member having a conflict of interest (e.g. 
disclosure of the conflict of interest; recusal from the discussion) 

e. Documentation of the basis for the compensation determination 
before the later of the next Board meeting or 60 days after the 
final actions of the authorized body are taken 



 It is essential that the individuals whose compensation is being discussed not be present 
during such discussions. 

 All identified payments of unreasonable compensation to an insider should be corrected 
(undoing of the unreasonable compensation to the extent possible) as soon as feasibly 
possible; for example, the insider should payback to the organization the unreasonable 
compensation amounts plus interest to put the organization in a financial position no 
worse than that in which it would be if the insider were dealing under the highest 
fiduciary standards. 

 The reasonable compensation discussion should be undertaken by the Board at least 
annually; the reasonable compensation binder maintained for each insider should also 
be prepared, or at least updated, annually. 

 The organization shall refrain, whenever possible, from paying contingent compensation 
to insiders and also avoid the payment of golden parachute payments to insiders. 
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Board Negotiations with Executive Director re Salary

o Distinctive expertise

o Extensive experience with the applicable exempt organization

o Ability to undertake programmatic, administrative and fundraising work

o Scarcity of other viable candidates

o Retention factors

o Comparables

Compensation (cont’d)
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Overview

o Undertaken annually at a minimum

o Administered during meeting with Board

o Everything should be written

Objectives

o More focus on goal setting than a report card

Process

o Develop performance measurements and standards

o Determine who should conduct the evaluation

• Generally should be a Committee of the Board

o Gathering information for the annual performance evaluation

o Preparation of a self-evaluation

o Tabulating and reviewing evaluations from Board evaluators

o Presenting the evaluation

• Executive Committee?

o Approval of evaluation by full Board

Performance Evaluations
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Elements

o Financial

• Preparation of monthly financial reports

• Preparation of annual budgets

• Presentation of audited financial statements to the Board

• Oversight of the Form 990 preparation process

o Programmatic

• Managing the exempt organization’s program service activities

o Human Resources

• Hiring staff

• Supervising staff

• Developing staff

Performance Evaluations (cont’d)
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Elements (cont’d)

o Fundraising

• Developing and implementing a fundraising plan

• Conducting public outreach activities

• Public relations

o Board Relationships

• Implementing Board policies and directives

• Reporting the organization’s activities to the Board

Other Considerations

o 360 evaluations

o Interim or project evaluations

Performance Evaluations (cont’d)
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Job Descriptions for the Executive Director

o Develop and maintain the exempt organization’s program service activities

o Diversify the organization’s funding base

o Develop and sustain the staff and volunteer resources essential to the pursuit of the organization’s mission and program.

o Increase the understanding of, and support for, the organization’s mission and program

o Develop and maintain organizational systems essential to sustaining the organization’s financial management systems

o Assist the Board in the development of strategic plans, annual plans and fund-raising plans

o Development of business plans for the organization’s program service activities

Job Responsibilities
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Job Descriptions for the Executive Director (cont’d)

o Development, for approval by the Board , of a plan for communications with the organization’s primary constituencies, stakeholders and 
audiences

o Direct supervision of all staff and volunteers

o Preparation of an annual budget

o Ensure that an annual financial and program audit, in compliance with Office of Management and Budget Circular A-133, is performed

o Prepare a report on the organization’s financial condition for each meeting of the Board

o Provide a general report on the operations of the organization at each meeting of the Board

o Ensure operational compliance of the organization with all federal, state and local laws and regulations governing its activities

Job Responsibilities (cont’d)
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Executive Director Attending Board Meetings

o Recommended that Executive Director not be voting member of the Board

• That being said, recommended that Executive Director attend all Board meetings

Consent Agendas

o At every Board meeting, a number of items do not need any discussion or debate either because they are routine procedures or are
already unanimous consent

o Consent agenda allows the Board to approve all these items together without discussion or individual motions

• Can free up anywhere from a few minutes to a half hour for more substantial discussion 

o Typical consent agenda items  (routine, procedural decisions, and decisions that are likely to be noncontroversial)

• Approval of the minutes

• Final approval of proposals or reports that the Board has been dealing with for some time and all members are familiar with the 
implications

• Routine matters such as appointments to Committees

• Staff appointments requiring Board confirmation

• Reports provided for information only

• Correspondence requiring no action

Board Meetings
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Conflict of Interest Policy

o All exempt organizations must have a conflict of interest policy

o Very important to identify, monitor and address conflicts

Whistleblower Policy

o Not necessary if organization does not have any employees

• Although it is still recommended

Document Retention and Destruction Policy

o All exempt organizations should have a document retention and destruction policy

Reasonable Compensation Documentation Procedures

o Any exempt organizations compensating any insiders should maintain written reasonable compensation documentation procedures

• Reasonable compensation binder

Policies & Procedures



Appendix A: Sample Conflict of Interest Policy
Note: Items marked Hospital insert –  for hospitals that complete Schedule C are intended to be adopted by hospitals.

Article I
Purpose

The purpose of the conflict of interest policy is to protect this tax-exempt organization’s (Organization) interest when it is
contemplating entering into a transaction or arrangement that might benefit the private interest of an officer or director of the
Organization or might result in a possible excess benefit transaction. This policy is intended to supplement but not replace any
applicable state and federal laws governing conflict of interest applicable to nonprofit and charitable organizations.

Article II
Definitions

1. Interested Person
Any director, principal officer, or member of a committee with governing board delegated powers, who has a direct or indirect
financial interest, as defined below, is an interested person.

 [Hospital Insert –  for hospitals that complete Schedule C
If a person is an interested person with respect to any entity in the health care system of which the organization is a part, he or she
is an interested person with respect to all entities in the health care system.]

2. Financial Interest
A person has a financial interest if the person has, directly or indirectly, through business, investment, or family:

a. An ownership or investment interest in any entity with which the Organization has a transaction or arrangement,
b. A compensation arrangement with the Organization or with any entity or individual with which the Organization has a
transaction or arrangement, or
c. A potential ownership or investment interest in, or compensation arrangement with, any entity or individual with which the
Organization is negotiating a transaction or arrangement.

Compensation includes direct and indirect remuneration as well as gifts or favors that are not insubstantial.

A financial interest is not necessarily a conflict of interest. Under Article III, Section 2, a person who has a financial interest may have
a conflict of interest only if the appropriate governing board or committee decides that a conflict of interest exists.

Article III
Procedures

1. Duty to Disclose
In connection with any actual or possible conflict of interest, an interested person must disclose the existence of the financial interest
and be given the opportunity to disclose all material facts to the directors and members of committees with governing board
delegated powers considering the proposed transaction or arrangement.

2. Determining Whether a Conflict of Interest Exists 
After disclosure of the financial interest and all material facts, and after any discussion with the interested person, he/she shall leave
the governing board or committee meeting while the determination of a conflict of interest is discussed and voted upon. The
remaining board or committee members shall decide if a conflict of interest exists.

3. Procedures for Addressing the Conflict of Interest 
a. An interested person may make a presentation at the governing board or committee meeting, but after the presentation, he/she
shall leave the meeting during the discussion of, and the vote on, the transaction or arrangement involving the possible conflict of
interest.
b. The chairperson of the governing board or committee shall, if appropriate, appoint a disinterested person or committee to
investigate alternatives to the proposed transaction or arrangement.
c. After exercising due diligence, the governing board or committee shall determine whether the Organization can obtain with
reasonable efforts a more advantageous transaction or arrangement from a person or entity that would not give rise to a conflict of
interest.
d. If a more advantageous transaction or arrangement is not reasonably possible under circumstances not producing a conflict of
interest, the governing board or committee shall determine by a majority vote of the disinterested directors whether the transaction
or arrangement is in the Organization’s best interest, for its own benefit, and whether it is fair and reasonable. In conformity with
the above determination it shall make its decision as to whether to enter into the transaction or arrangement.

-25-Instructions for Form 1023



4. Violations of the Conflicts of Interest Policy
a. If the governing board or committee has reasonable cause to believe a member has failed to disclose actual or possible
conflicts of interest, it shall inform the member of the basis for such belief and afford the member an opportunity to explain the
alleged failure to disclose.
b. If, after hearing the member’s response and after making further investigation as warranted by the circumstances, the
governing board or committee determines the member has failed to disclose an actual or possible conflict of interest, it shall take
appropriate disciplinary and corrective action.

Article IV
Records of Proceedings

The minutes of the governing board and all committees with board delegated powers shall contain:
a. The names of the persons who disclosed or otherwise were found to have a financial interest in connection with an actual or
possible conflict of interest, the nature of the financial interest, any action taken to determine whether a conflict of interest was
present, and the governing board’s or committee’s decision as to whether a conflict of interest in fact existed.
b. The names of the persons who were present for discussions and votes relating to the transaction or arrangement, the content
of the discussion, including any alternatives to the proposed transaction or arrangement, and a record of any votes taken in
connection with the proceedings.

Article V
Compensation

a. A voting member of the governing board who receives compensation, directly or indirectly, from the Organization for services is
precluded from voting on matters pertaining to that member’s compensation.
b. A voting member of any committee whose jurisdiction includes compensation matters and who receives compensation, directly
or indirectly, from the Organization for services is precluded from voting on matters pertaining to that member’s compensation.
c. No voting member of the governing board or any committee whose jurisdiction includes compensation matters and who
receives compensation, directly or indirectly, from the Organization, either individually or collectively, is prohibited from providing
information to any committee regarding compensation.
[Hospital Insert –  for hospitals that complete Schedule C
d. Physicians who receive compensation from the Organization, whether directly or indirectly or as employees or independent
contractors, are precluded from membership on any committee whose jurisdiction includes compensation matters. No physician,
either individually or collectively, is prohibited from providing information to any committee regarding physician compensation.]

Article VI
Annual Statements

Each director, principal officer and member of a committee with governing board delegated powers shall annually sign a statement
which affirms such person:

a. Has received a copy of the conflicts of interest policy,
b. Has read and understands the policy,
c. Has agreed to comply with the policy, and
d. Understands the Organization is charitable and in order to maintain its federal tax exemption it must engage primarily in
activities which accomplish one or more of its tax-exempt purposes.

Article VII
Periodic Reviews

To ensure the Organization operates in a manner consistent with charitable purposes and does not engage in activities that could
jeopardize its tax-exempt status, periodic reviews shall be conducted. The periodic reviews shall, at a minimum, include the following
subjects:

a. Whether compensation arrangements and benefits are reasonable, based on competent survey information, and the result of
arm’s length bargaining.
b. Whether partnerships, joint ventures, and arrangements with management organizations conform to the Organization’s written
policies, are properly recorded, reflect reasonable investment or payments for goods and services, further charitable purposes and
do not result in inurement, impermissible private benefit or in an excess benefit transaction.

Article VIII
Use of Outside Experts

When conducting the periodic reviews as provided for in Article VII, the Organization may, but need not, use outside advisors. If
outside experts are used, their use shall not relieve the governing board of its responsibility for ensuring periodic reviews are
conducted.

-26- Instructions for Form 1023















































10/21/2011

15

Prepared by YH Advisors, Inc. 15

Board Fails to Understand Fiduciary Responsibilities to the Organization

Board Fails to Provide Effective Oversight or Supervision Over the Executive Director

Executive Director Fails to Keep the Board Properly Up to Date

Board Provides Too Much Deference to the Executive Director

Executive Director Ignores the Guidance of the Board

Board Gets Far Too Involved in Routine Operational Issues

Entity Maintains Insufficient Conflict Management Controls

Board Does Not Approve Executive Director’s Conflict Transactions

Typical Board-Executive Director Relationship Missteps 
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Resources

IRS Governance Check Sheet

o Overview

• Implemented by the IRS in December ‘09

• Only will be issued to exempt organizations under IRS audit

• Objectives

Obtain data for IRS study regarding whether good governance = better compliance

NOT to dictate to exempt organization what IRS thinks good governance should look like

o Specific inquiries

• Governing body & management

Written mission statement

Updated copies of organizational documents provided to Board members

Frequency of Board meetings

• Compensation

Satisfaction of all 3 prongs of the rebuttable presumption of reasonableness

• Organizational control

Family / Business relationships amongst Board members
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Resources (cont’d)

IRS Governance Check Sheet (cont’d)

o Specific inquiries (cont’d)

• Conflicts of interest

Written conflict of interest policy

Address recusals

Annual Conflict of Interest Questionnaire

• Financial oversight

Internal controls

Financials provided to Board on periodic basis

Board review of Form 990

Audited financial statements

• Document retention

Written document retention and destruction policy

Contemporaneous documentation of Board meetings

o Recommendation

• Organization should utilize to conduct “check-up” regarding their specific governance practices



1. Agent Name Group Number

2. Organization Name

3. EIN

4. Tax Period(s) Examined 

5. Form Being Examined

7. Does the organization have a written mission statement that articulates its current I.R.C. § 501(c)(3) purpose(s)? 
    Select one of the options.  

10. At the beginning of the primary year under examination, what was the number of board members with voting 
      rights?  Enter a whole number.  

12. Did the number of meetings referred in 11a and 11b meet or exceed the meeting requirements set forth in the      
      organization's bylaws?  Select one of the options. 

11b. How often did the full board meet during the primary year under examination?  Select one of the options. 

11a. How often did a quorum of voting board members meet during the primary year under examination?  Enter a 
        whole number. 

13. Are compensation arrangements for all officers, directors, trustees, and key employees approved in advance by  
      an authorized body of the organization composed of individuals with no conflict of interest with respect to 
      the compensation arrangement?  Select one of the options.       

14a. Does the authorized body rely upon comparability data in making compensation determinations?  Select one 
        of the options. 

15. Is the basis for all compensation determinations contemporaneously documented.  Select one of the options. 

Exempt Organizations Non-Profit Entities Not 
Exempt From Tax Governmental Entities For-Profit Entities

16a. Did any of the organization's voting board members have a family relationship and/or outside business 
        relationship with any other voting or non-voting board member, officer, director, trustee, or key 
        employee?  Select one of the options. 

16b. If YES to 16a, list the number of relationships between the officers, directors, trustees, or key employees.

 14b. If "Always" or "Sometimes" for 14a, select the comparability data considered by the organization?  Select all that apply. 

6. Foundation Code

9. Have copies of the most recent versions of the organization's articles and bylaws been provided to the following?  Select all that apply.
General Public (online)General Public (by request)Only Voting Board MembersAll Board Members Not Provided

 8. Do the organization's bylaws set forth the following information for the members of the governing body and the organization's  
     officers?  Select one of the options from each of the drop down boxes. 

Other

14c. If the "Other" box is checked for 14b, provide a brief explanation of the other source.

Composition   Duties Qualifications Voting Rights

publish.no.irs.govForm 14114 (12-2009)  Catalog Number 54282M

Governance Check Sheet

Part 1 - Revenue Agent and Exempt Organization Information
This check sheet is to be used by EO Revenue Agents in the examination of I.R.C. 501(c)(3) public charities.  Please complete all parts of this check sheet. 

Part 2 - Governing Body and Management

Part 3 - Compensation

Part 4 - Organizational Control

Department of the Treasury - Internal Revenue Service

Number with Both RelationshipsNumber with Business RelationshipsNumber with Family Relationships16c.

 Total Number of Relationships (should equal the amount listed in 16b)

17. Does effective control of the organization rest with a single or select few individuals?  Select one of the options.



18a. Does the organization have a written conflict of interest policy?  Select one of the options.

18b. If YES to 18a, does the policy address recusals?  Select one of the options.

18c. If YES to 18a, does the policy require annual written disclosures of conflicts of interest?  Select one of the 
        options.

18d. If YES to 18a, during the primary year under examination, if any actual or potential conflicts of interest were  
        disclosed, was the organization's conflict of interest policy adhered to?  Select one of the options.

19. Are there systems or procedures in place intended to make sure assets are properly used, consistent with the  
       organization's mission?  Select one of the options.

20b. How often did the board discuss/consider reports of the organization's financial activities?  Select one of  
        the options.

21. Prior to filing, was the Form 990 reviewed by the full board and/or a designated committee?  Select one  
      of the options.

22a. During the primary year under examination, was an independent accountant's report prepared?  Select one  
        of the options.

22b. If YES to 22a, was the accountant's report discussed/considered by the full board and/or a designated  
         committee?  Select one of the options.

23a. Was a management letter prepared by the independent accountant?  Select one of the options.

23b. If YES to 23a, was the management letter reviewed by the full board and/or a designated committee?          
        Select one of the options.

23c. If YES to 23a, did the organization adopt any of the recommendations contained in the management letter?     
       Select one of the options.

24a. Does the organization have a written policy for document retention and destruction?  Select one of the options.

24b. If YES to 24a, does the organization adhere to its written policy for document retention and destruction?    
        Select one of the options.  

25. Does the board contemporaneously document its meetings and retain this documentation?  Select one of the 
      options. 

26. Was your examination hindered by a lack of necessary documentation? Select one of the options. 

27. Examination Disposal Code for Primary Return 

First Issue

28. Principal Issue Codes for Primary Return 

Second Issue

Third Issue

Fourth Issue

20a. How often did the organization provide board members with written reports of the organization's financial    
        activities?  Select one of the options.

Part 5 - Conflict of Interest

Part 6 - Financial Oversight

Part 7 - Document Retention

Part 8 - Disposition

Department of the Treasury - Internal Revenue Servicepublish.no.irs.govForm 14114 (12-2009)  Catalog Number 54282M



Governance Project 
Guide Sheet for Completing the Project Check Sheet 

 
1. Enter the Agent’s name and group number. 

2. Enter the name of the organization examined. 

3. Enter the EIN of the organization examined. 

4. Enter the tax period or periods examined. 

5. Enter the Form being examined (Form 990, Form 990-EZ, or Form 990-N).  If 
different Forms were filed, enter the Form filed for the primary year under 
examination.  If the organization was not required to file a Form 990, Form 990-EZ, 
or Form 990-N, select Not Applicable. 

6. Enter the organization’s foundation code.  

7. Select Yes or No depending on whether the organization has a written mission 
statement that reflects its current I.R.C. § 501(c)(3) purpose(s).  If the organization 
does not have a written mission statement, answer No.  Likewise, if the organization 
has a written mission statement but its current activities do not reflect that mission 
statement, answer No even if the organization is fulfilling other appropriate I.R.C. § 
501(c)(3) purposes. 

8. For each item, select Yes – just officers, Yes – just directors, or Yes – both, as 
appropriate, based upon whether the organization’s bylaws address the listed 
information with respect to those individuals.  Select No if the bylaws do not address 
the listed information at all, or N/A – No Bylaws if the organization has no bylaws.   

9. Select the appropriate box or boxes corresponding to those individuals or groups of 
individuals to whom the organization provides copies of its most recent articles and 
bylaws. 

10. Enter the number of board members with voting rights as of the first date of the 
primary tax year under examination. 

11. a. Select the appropriate response (Once per year, Twice per year, Quarterly, Once 
per month, Twice per month, or Other) depending on the number of times the board 
met during the primary year under examination.  

b. Select the appropriate response (Once per year, Twice per year, Quarterly, Once 
per month, Twice per month, or Other) depending on the number of times the board 
met during the primary year under examination.  The board includes members with 
voting rights as well as those without voting rights.  For purposes of this question, the 
term full board does not require that all board members actually be present.   

Example:  If all board members were invited to attend a meeting and the board 
actually met, then this would qualify as a meeting of the full board.   

12. Select the appropriate response (Yes-met the requirements, Yes-exceeded the 
requirements, No-did not meet the requirements) depending on whether the number 
of meetings actually held by the board met or exceeded the meeting requirements as 
set forth in the bylaws.  For example, if the bylaws provided that the board would 
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meet monthly (twelve times in a year) and the board only met ten times during the 
primary year under examination, then the response would be No.   If the board does 
not have bylaws, the appropriate response is N/A – No bylaws. 

13. Select Yes or No depending on whether compensation arrangements for all officers, 
directors, trustees, and key employees are approved in advance by an authorized body 
of the organization composed of individuals with no conflict of interest with respect 
to the compensation arrangement.  If anyone with a conflict of interest with respect to 
a particular compensation arrangement participated in the approval of that particular 
compensation arrangement, the appropriate response is No.  Select N/A – No 
Compensation Provided as appropriate.  For purposes of this question, officers, 
directors, trustees, and key employees are the same as the definitions contained under 
I.R.C. § 4958.   

14. a. Select Always, Sometimes, or Never depending on whether the organization’s 
authorized body relies upon comparability data in making compensation 
determinations.  Select N/A – No Compensation Provided as appropriate. 

b. If you responded Always or Sometimes to 14a, select the appropriate box or 
boxes corresponding to the comparability data considered by the organization in 
making its compensation determinations. 

c.   If the Other response is selected for 14b, please write in a brief description of the 
other comparability data referred to. 

15. Select Yes or No depending on whether the organization contemporaneously 
documents the basis for its compensation determinations.  For example, do the 
organization’s meeting minutes or other documents, created at the time compensation 
is approved, reflect the reasons underlying particular compensation determinations?  
Select N/A – No Compensation Provided as appropriate. 

16. a. Select Yes or No depending on whether any of the organization’s voting board 
members have either a family or business relationship with any other voting or non-
voting board member, officer, director, trustee, or key employee.  Family 
relationships include those of spouses, brothers or sisters, spouses of brothers or 
sisters, ancestors, children, grandchildren, great grandchildren, and spouses of 
children, grandchildren and great grandchildren.  For purposes of this question, 
officers, directors, trustees, and key employees are the same as the definitions 
contained under I.R.C. § 4958.   

b. If you responded Yes to question 16a, enter the number of such family or business 
relationships that exist. 

c. If you responded Yes to question 16a, enter the number of voting members with 
family relationships, the number of voting members with business relationships, and 
the number of voting members with both types of relationships with any other voting 
or non-voting board member, officer, director, trustee, or key employee.  The number 
of family, business, or both relationships should equal the number of relationships 
indicated in question 16b.   

Example: An organization has a total of ten board members.  Husband and Wife both 
serve on the board.  Wife and another board member are the sole shareholders in a 
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for-profit corporation.  In addition, Wife and Husband are partners in a for-profit 
organization.  For 16a, the answer would be yes.  For 16b, the total number 
relationships would be two.  For 16c, the answer would be one business relationship 
(the relationship between Wife and the other board member) and one for both (since 
Husband and Wife have both a family relationship and business relationship).      

17. Select Yes or No depending on whether effective control of the organization rests 
with a single or select few individuals.  For example, is there a single individual or 
small group of individuals to whom the board typically defers? 

18. a. Enter Yes or No depending on whether the organization has a written conflict of 
interest policy. 

b. If you responded Yes to question 18a, select Yes or No depending on whether the 
conflict of interest policy addresses recusals.  If you responded No to 18a, select Not 
Applicable. 

c. If you respond Yes to 18a, select Yes or No depending on whether the conflict of 
interest policy requires annual written disclosures of conflicts of interest.  If you 
responded No to 18a, select Not Applicable. 

d. Select Never adhered to, Sometimes adhered to, Always adhered to, or Not 
Applicable depending on whether the organization’s conflict of interest policy was 
adhered to.  For example, did those with a conflict of interest on a particular matter 
recuse themselves from the corresponding decision making process?  If you 
responded No to 18a, select Not Applicable.  If no actual or potential conflicts of 
interest were disclosed during the primary year under examination, select Not 
Applicable.    

19. Select Yes or No depending on whether the organization has systems or procedures in 
place intended to ensure that assets are used properly and consistently with the 
organization’s mission. 

20.  a. Select Never, Once per year, Twice per year, Quarterly, Once per month, Twice 
per month, or Other depending on how often the organization provided board 
members with written reports of the organization’s financial activities.  The board 
includes members with voting rights as well as those without voting rights. 

b. Select Never, Once per year, Twice per year, Quarterly, Once per month, Twice 
per month, or Other depending on how often the board discussed/considered reports 
of the organization’s financial activities.  For example, look at whether the 
organization maintained complete, current, and accurate financial records, and 
whether the board had and exercised the opportunity to discuss/consider those reports 
and records.  The board includes members with voting rights as well as those without 
voting rights.   

21. Select Yes or No based on whether, prior to filing, the organization’s Form 990 was 
reviewed by either the full board or a designated committee.  Please note that the 
question addresses a review of the Form 990 prior to filing, not merely receipt of the 
Form 990 prior to filing.  If the organization was not required to file a Form 990, 
Form 990-EZ, or Form 990-N then select Not Applicable.   
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22. a. Select Yes or No depending on whether an independent accountant’s report was 
prepared during the primary year under examination. 

b. If you responded Yes to 22a, select Yes or No depending on whether the 
accountant’s report was discussed/considered by either the full board or a designated 
committee. If you responded No to 22a, select Not Applicable. 

23. a. Select Yes or No depending on whether a management letter was prepared by an 
independent accountant during the primary year under examination. 

b. If you responded Yes to 23a, select Yes or No depending on whether the 
management letter was reviewed by either the full board or a designated committee.  
If you responded No to 23a, select Not Applicable. 

c. If you responded Yes to 23a, select the appropriate response (Yes - adopted some, 
Yes – adopted all, or No – adopted none) based on whether the organization adopted 
any of the recommendations contained in the management letter.  If you responded 
No to 23a, select Not Applicable. 

24. a. Select Yes or No depending on whether the organization has a written policy for 
document retention and destruction. 

b. If you responded Yes to 24a, select the appropriate response (Yes – all of the 
time, Yes – some of the time, or No – none of the time) depending on whether the 
organization adhered to its written document retention and destruction policies during 
the primary year under examination.  If you responded No to 24a, select Not 
Applicable. 

25. Select the appropriate response (Yes – all of the time, Yes – some of the time, or No – 
none of the time) depending on how often the board of the organization 
contemporaneously documents its meetings and retains this documentation. 

26.  Select the appropriate response depending on whether your examination was hindered 
by a lack of necessary documentation.  Consider whether documents that should have 
been available were never produced, prematurely destroyed, or otherwise 
unaccounted for. 

27. Select the examination disposal code for the primary return from the drop down 
menu. 

28. Select the principal issue codes for the primary return from the drop down menus. 
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For More Information…

Please contact:

YH Advisors, Inc.
The Towers at Bella Terra

7755 Center Avenue, #1225
Huntington Beach, CA  92647

Brian Yacker, Partner Lauren Haverlock, Partner
310-982-2803 (direct) 310-982-2804 (direct)
310-266-7196 (cell) 949-636-4418 (cell)

byacker@yhadvisors.com lhaverlock@yhadvisors.com

Janet Wang, Senior
310-982-2805 (direct)
949-584-8928 (cell)

jwang@yhadvisors.com

mailto:byacker@yhadvisors.com
mailto:lhaverlock@yhadvisors.com
mailto:jwang@yhadvisors.com

