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There are three pitfalls that often trap ministries and ministers. Failing to put the appropriate safe guards in place will 

cause a minister to crash and burn. In the following three areas it is important to create systems of accountability and 

to stay above reproach. 

1) Self-Care 

2) Sexual Sin 

3) Financial Mismanagement 

 

Implementing best-practices of organizational management is commanded by God and will foster long-term, healthy 

growth. 

 

“Let every person be in subjection to the governing authorities. For there is no authority except from God, 

and those which exist are established by God. . . . For because of this you also pay taxes, for rulers are 

servants of God, devoting  themselves to this very thing. Render to all what is due them: tax to whom tax is 

due; custom to whom custom; fear to whom fear; honor to whom honor” (Rom. 13:1, 6-7, NASB). 

 

“But let all things be done properly and in an orderly manner” (1 Cor. 14:40, NASB). 

 

When beginning a new work, it is helpful to begin with another organization as a fiscal agent. The growth of your 

work will necessitate forming your own organization(s). Operate from the beginning implementing best practices, 

however, don’t be overwhelmed. Best practices are a process of continual improvement. 

 

 

Legal disclaimer: This material is designed to provide help in raising issues that need to be considered by the new 

organization. It is not designed to take the place of legal counsel and/or representation or services and/or counsel 

offered by accounting professionals or specialists in other fields. If legal advice or other professional service is 

needed, the service of a competent professional should be sought. 

 

Regulations change regularly. Sometimes information was correct last year but not this year. It is wise to verify the 

accuracy of this information. 

 

 

For more information visit the following websites: 

 IRS—Charities: www.irs.gov/charities 

 NY Attorney General—Charities Bureau: www.oag.state.ny.us/bureaus/charities/about.html 

 Governance Matters: www.governancematters.org 

 Lawhelp.org—www.lawhelp.org 

 Lawyers Alliance for New York: www.lany.org  

 Guidestone: www.guidestone.org  

 

Sources (Available on electronic file) 

 Basic Church Finances (Focuses on Churches) 

 The Nonprofit Compliance Checklist 

 JCRC Nonprofit Board of Directors: The Legal Basis for Good Governance 

 Capacity Building and Oversight Best Practices 

 Right from the Start  

http://www.irs.gov/charities
http://www.oag.state.ny.us/bureaus/charities/about.html
http://www.governancematters.org/
http://www.lany.org/
http://www.guidestone.org/
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Accountability 

 

 Everyone needs accountability. Everyone needs to know who they are accountable to. Leaders of an organization 

have people who are accountable to them. The leader of the organization isn’t above accountability.  

 

Church Accountability 

 

Churches are accountable first and foremost to God. His Word provides clear direction on structuring the local 

church. Different interpretations of this exist but will involve the following in some form: Elders, Deacons, Trustees, 

Board, or Administrative Council. The church is guided by their Statement of Faith, Covenant and Constitution. 

 

Statement of Faith 

 

 Serves as a guiding document, interpreting how Scripture will be applied to life, ministry, faith, church, and 

community. 

 

Covenanting 

 

 Covenanting  has theological precedent, and helps to keep the body of Christ accountable to each other 

 

 Use one in your membership process. Spell out what can be expected of the church, what is expected of members, 

and the process for discipline and termination of membership. 

 

 More information about Church Covenant in Church Planting Training 

 

Constituting 

 

 Recognition of church’s own identity, step of independence  

 

 Brings closure to the partner/plant relationship (so the partner can move on to help others) 

 

 Helps congregation to see that they are entering a new phase 

 

 In the Baptist tradition, the process of constituting marks the movement of a new congregation from a dependent 

to an autonomous church. The process usually involves the writing and adopting of a constitution and bylaws by 

the members. The newly constituted church usually observes a special service in which the new church is 

recognized as a member of the family of churches within the association/state convention.  

 

 At the time of constitution and incorporation, legal action needs to be taken to transfer any property and debt to 

the new church that has been owned/held by the sponsoring church or association. When transferring property, it 

is best to include a Right of Reverter clause. 
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Copyright Licensing 

 

 The church needs to deal responsibly with copyright issues. One of the major areas of violation in many churches 

is in the area of copied and projected music. If you project or print words for songs, obtain CCLI License.  You 

may also need a CVLI license for showing video clips.  CCLI is the industry standard to obtain these. 

 

http://www.ccli.com/US.aspx  

CCLI 

17201 NE Sacramento Street 

Portland, OR 97230  

Phone: (503) 257-2230  

Toll Free Phone: 1 (800) 234-2446 

 

MNYBA/BCNY/SBC Membership 

 

 Membership in the Metropolitan New York Baptist Association, the Baptist Convention of New York, and the 

Southern Baptist Convention:        

 

 Membership in MNYBA 

o Expectations 

 Agree with the Baptist Faith and Message       

 Participate in the events and activities of the Association 

 Give regularly to the Metropolitan New York Baptist Association to support the   missions 

efforts of the Association. 

 Give regularly to the Baptist Convention of New York for the support of worldwide missions 

through the SBC Cooperative Program. 

o Membership Process          

 Churches planted through sponsor/mother churches that are already members of MNYBA are 

automatically received into membership once they are constituted.         

 Churches that are planted by churches that are not members of MNYBA, or churches planted 

by networks, or established churches that desire membership in MNYBA agree to The Baptist 

Faith and Message, provide a copy of their church constitution and By-Laws, and host a church 

meeting in which MNYBA leadership will explain association membership, answer questions, 

etc.   

 These churches agree to membership in MNYBA on a 6 month provisionary basis in 

which the church has the opportunity to demonstrate its commitment to participate in 

the association and provide financial support. At the end of this period the church will 

be recommended for membership with full rights and privileges. 

 Church plants that receive financial support through MNYBA, the State Convention, and/or the 

North American Mission board sign a ministry and financial covenant that requires ministry 

reporting and regular financial support of the Association and State Convention.  

 

 

http://www.ccli.com/US.aspx
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The following resources are available in the electronic file: 

 G2BC Statement of Faith 

 G2BC Constitution 

 G2BC Covenant 

 G2BC Statement of Faith 

 Church Office Nomination Form 
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Nonprofit Accountability 

 

 The executive director of a nonprofit is accountable to the Board of Directors. The Board of Directors is governed 

by the organization’s Bylaws. 

 

 Organizational Bylaws 

 Bylaws are for collective decision making 

 Bylaws should be used constantly;  

 Bylaws should be updated the nonprofit changes over time 

 Bylaws should address the following:  

o No president or executive director for life  

o Set up to govern nonprofit to exist in perpetuity 

o Sets out areas of responsibility and control 

o Defines relationships of directors and members 

o Establishes criteria for members and directors 

o Establishes the number of directors and term limits 

o Defines quorum 

o Sets guidelines and timeframe of meetings (annual, regular and special meetings)  

o Should allow unanimous written consent 

o Should allow conference calls (no proxies) 

o Defines interested directors 

o Should allow indemnification 

 

 Some questions to consider when making decisions about bylaws and the board 

 Should the board be local or national? 

 What strategic skills would benefit the organization? 

 Is there a way to involve community members in the decision making of the organization? 

 How can I increase the involvement, oversight, and decision making of the board? 

 What role do I want the board to have in fundraising? 

 

 Duties of Directors 

 Duty of Care—The Reasonable Person Standard (Use your head—Ask questions—Use experts) 

o Attend—board and committee meetings 

o Read—all materials such as minutes, reports, financial statements, program literature 

o Make sure—minutes reflect decisions and dissents 

o Ask questions—about operations and procedures  

o Participate—on committees, in risk assessment and strategic planning 

o Ensure— periodic reviews of key employees and appropriateness of insurance coverage for 

organization’s programs 

o Ensure—the Board has a balance of institutional memory and new blood and diverse talents 
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 Duty of Loyalty 

o When board of Directors votes/decides on actions, the directors effectuate the decisions—even if they 

disagree 

o Directors are to act in the interest of the nonprofit—bring ideas, assistance, benefits, opportunities to 

the nonprofit 

o Private benefit to officers, directors, employees must be done carefully, if at all, at arm’s length with 

full disclosure. 

 Duty of Obedience 

o Ensure your nonprofit complies with applicable laws and regulations—federal and state registration, 

annual filings, all employee related matters 

o Ensure your nonprofit complies with its internal documents and policies 

o Ensure your nonprofit uses its resources for its purposes and specific missions 

o Ensure your nonprofit carries out its purposes and does not engage in unauthorized activities 

 

 New Board Member Checklist 

 Read—Certificate of Incorporation, Mission Statement, By-laws, application for tax exemption, minutes, 

annual reports, publications, web-site, Form 990, audited financials 

 Get—Lists of Board members and staff, talk to them to determine relationships and management style, the 

current year’s budget and cash flow 

 Review—Form 990, audited financials, management letter 

 Ensure-There is a conflict of interest policy, a whistle blower’s policy, that Board meeting materials are 

distributed in advance 

 

 Dysfunctional Board Syndrome 

 Cliques 

 Social freeloaders 

 Founder syndrome 

 Big egos or donors 

 Other agendas 

 Board too big or too small 

 Rubber Stamp 

 

 Good Governance 

 Follow Bylaws 

o Adopt bylaws that comply with Non Profit Corporation Law (NPCL) 

o Ensure all notices are given in the manner prescribed by the bylaws 

o Ensure that all board members have copies of the bylaws and are familiar with its provisions 

o Periodically review bylaws for relevance and ease of use and make amendments, if necessary 
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 Hold regular board meetings and keep minutes 

o Prior to each board meeting, prepare a meeting notice and a proposed agenda 

o Ensure compliance with quorum and voting rules 

o The board secretary takes notes and prepares the minutes of the meeting. Minutes are important 

because they provide a history of the board’s activities, and reflect the board’s formal actions on behalf 

of the corporation. Minutes may be reviewed by the IRS, the Attorney General’s Charities Bureau, and 

the courts, to confirm that the organization is acting in the manner required by law, and in compliance 

with its mission. In addition, anyone performing due diligence on the organization, including funders 

and lenders, may ask to see the minutes, and they should remain open to inspection by the members of 

the board. 

o Prior to each meeting, written minutes from the previous meeting are distributed to board members for 

review. Any necessary changes should be made to the minutes and a new version submitted before the 

next meeting,, when the new version will be reviewed before being accepted. 

o The minutes should include the name of the organization, date and time of meeting, who called the 

meeting to order, who attended the meeting, all motions made, any conflicts of interest or abstentions 

from voting, when the meeting ended and who recorded the minutes 

o Minutes and all important organizational documents should be filed. A large binder with plastic covers 

is an efficient means of keeping all of these materials organized and together. 
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 Hold and annual board meeting 

o Ensure compliance with quorum and voting rules 

o Elect directors and officers 

o Review mission to assess its relevance and how effectively it is being carried out 

o Review corporate policies 

o Review board member term limits and ensure that board members are adhering to them 

o Review executive compensation and performance 

o Evaluate board performance 

o Present annual report to assess the success of the organization’s mission. The annual report may 

include the following: 

 Chairperson of the board letter: this is an introductory statement about the success and 

continued improvements of the organization, and often includes a determination of what the 

organization cares about and the direction the Board wants to pursue 

 Description of the causes, actions, and accomplishments of the organization 

 Financial statements 

 CPA opinion letter: this is a statement that the organization has adhered to Generally 

Accepted Accounting Principles (GAAP) in the keeping of its books and records 

 Income statement 

 Unrelated business income 

 Related business income 

 Balance sheet 

 List of directors and officers 

o Review and sign (if appropriate) corporate policies, including: 

 Conflict of interest form (should be signed annually)—a conflict of interest occurs when an 

individual’s obligation to further the organization’s charitable purposes is at odds with his or 

her own financial or other material interests. The nonprofit should develop a written conflict of 

interest policy that establishes procedures under which conflicted individuals will be excused 

from voting on such matters when such a conflict exists.  

 Whistleblower protection policy—a whistleblower is a person who raises a concern about 

wrongdoings occurring within an organization or body of people. A whistleblower policy 

generally protects such a person against retaliation. 

 Document retention and destruction policy—this is a written policy that helps eliminate 

accidental destruction of important corporate documents. The policy also safeguards against 

improper destruction of documents in connection with an investigation or litigation The policy 

describes how long documents must be kept and where they are stored. 

 Code of Conduct and Ethics Policy—this requires directors, officers, and employees to adhere 

to high ethical standards to carry out the mission of the organization, and to follow all 

applicable internal rules of the organization and applicable laws that govern charities 

 Gift acceptance policy—this is a written policy that describes the types of gifts that an 

organization may accept and the manner in which such gifts must be handled 
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The following resources are available in the electronic file: 

 G2CM Bylaws 

 Board Invitation Letter 

 Board Member Job Description 

 Board Member Questionnaire 

 Conflict of Interest Statement 

 Election of Directors 

 Fiscal Policies 

 Sample Agenda 

 Sample Minutes 

 Sample Whistleblower Policy 

 G2CM Gift Acceptance Policy 

 Sample Document retention and destruction policy 

 Sample Code of Ethics 

 G2CM Conflict of Interest Statement 
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State Accountability 

 Churches  

 Governed by Section 3 of the NYS Religious Corporation Law which defines 

o Creation and Structure 

 Certificate of Incorporation filed with the county 

 Minimum number of directors—3  

 Purpose: Religious Non-Profit. No more explanation is needed 

 Dissolution 

o Governance and Procedures 

 Constitution/Bylaws 

 

 Nonprofit Corporations 

 Governed by NYS Not-for-Profit Corporation Law (NPCL) which defines 

o Creation and Structure 

 Certificate of Incorporation 

 Filed with New York Department of State 

 Minimum number of directors—3 (President, Secretary, Treasurer) 

 Certificate amendments—change in mission, etc. 

 Sale or transfer of assets 

 Dissolution 

 $75 Fee plus $10 for certified copy 

o Governance and Procedures 

 Bylaws 

 

 CHAR 410: Under Article 7-A of the Executive Law and the Estates, Powers, and Trusts Law (EPTL), nonprofit 

organizations are required by law to register. Pursuant to these statutes, a nonprofit organization will be given a 

certain status by the Charities Bureau. The charitable entity type and registration type will determined the annual 

filing requirements. 

 

 NYS Form ST-119.2 (Application for an exempt organization certificate): Once determination letter is received 

from IRS, organization can apply with NYS for sales tax exemption 

 

The following resources are available in the electronic file: 

 NYS Not for Profit Incorporation Guide 

 G2CM Certificate of Incorporation 

 G2BC Certificate of Incorporation 

 G2CM CT-247 and ST-119.2 
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Federal Accountability 

 File for a Federal Employment Identification Number 

 For all States, you must complete Form SS-4 to apply for EIN 

o By Phone: 1-800-829-4933 

o Online:    http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Apply-for-an-Employer-

Identification-Number-(EIN)-Online 

o By Mail:   Download from www.irs.gov or complete online. 

 

 File for 501(c)(3) Coverage— Governed by Federal Internal Revenue Code (IRC) 

 Nonprofit 

o Prerequisites: State incorporation, Federal EIN Number 

o File for 1023: Highly suggest seeking the assistance of a lawyer to expedite the process 

o Once determination letter is received, nonprofits must register with NYS using form CHAR410 

 Church 

o The Southern Baptist Convention has a blanket exemption from IRS Taxes. There is no need to apply 

for a separate exemption.  You must request the exemption from the SBC. 

o Once you obtain your Federal EIN, be sure to provide it to the state convention to obtain/insure your 

tax-exempt status. 

o Use the following process to request blanket exemption from SBC: 

 Letters and 501C3 documentation are sent upon request of a church either by e-mail, letter or 

phone request.  

 By email: rawilliams@sbc.net 

 By mail: Office of Convention Finance 

               Attn: Ruth Ann Williams 

               901 Commerce St 

               Nashville, TN 37203 

 Provide name and address of church, as well as name of the pastor 

 In order to be covered under the 501(c)(3) of the Southern Baptist Convention, a church 

must: 

o Be constituted 

o Be financially supportive of SBC causes 

o Be recognized by your state convention as a cooperating SBC church 

o Annually the church should complete an Annual Church Profile (ACP) with the 

Baptist Convention of  New York 

 It generally takes 2-3 business days to complete the process once information is 

received 

 

The following resources are available in the electronic file: 

 G2CM Form 1023,  

 G2CM Form 1023 Rider,  

 G2CM For 1023 Follow-Up Questions 

 

 

http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Apply-for-an-Employer-Identification-Number-(EIN)-Online
http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Apply-for-an-Employer-Identification-Number-(EIN)-Online
http://www.irs.gov/
mailto:rawilliams@sbc.net
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Annual Filings 

 New York State 

 CHAR 500: this is the required annual filing form for charitable organizations with the Office of the 

Attorney General 

o Accountant Review or Audit (until June 30, 2017) 

 Revenue less than $250,000: Neither required 

 Revenue $250,000-$500,000: Accountant Review Required 

 Revenue greater than $500,000: Audit Required 

o Accountant Review or Audit (From July 1, 2017 until June 30, 2021) 

 Revenue less than $250,000: Neither required 

 Revenue $250,000-$750,000: Accountant Review Required 

 Revenue greater than $750,000: Audit Required 

 NYS Form CT-13  

 All submissions must be mailed, postmarked by the 15
th

 day of the 5
th

 month after the organization’s tax 

year ends. 

 

 Federal 

 Form 990-N 

o If an organization has gross receipts less than or equal $50,000 

 Form 990 EZ 

o If an organization has gross receipts less than $200,000 and total assets at the end of the year less 

than $500,000 

 Form 990 

 All submissions must be mailed, postmarked by the 15
th

 day of the 5
th

 month after the organization’s tax 

year ends. 

 

 *Churches—Do not file Form 990. Once you start, you will be required to continue to file every year. 

 

 Public Disclosure Requirements: Exempt organizations must make certain annual returns and applications for 

exemption available to individuals who request them. Copies should be provided immediately in the case of in-

person requests and within 30 days in the case of written requests. The tax-exempt organization may charge a 

reasonable copying fee plus actual postage. Alternatively, the organization may make these materials available on 

its website or on a third-party site like Guidestar USA, Inc’s website www.guidestar.org 

 Exemption application documents including: 

o Recognition of exemption for a 501(c)(3) organization (Form 1023) 

o Annual Returns (Form 990) 

o Exempt Organization business Tax Return, if necessary (Form 990T) 

 Annual Filing for Charitable Organizations (CHAR 500) 

 

 

 

 

 

 

 

 

http://www.guidestar.org/
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 Corporate Tax Records for Unrelated Business Income: Your organization may be liable for tax on its unrelated 

business income. Unrelated Business Income is defined on the Internal Revenue Service’s website. For most 

organizations, Unrelated Business Income is income from a trade or business, regularly carried on, that is not 

substantially related to the charitable, educational, or other purpose that is the basis of the organization’s 

exemption. 

 IRS Form 990T 

 NYS Form CT-13 

 Form 8941 

 

 *These forms will provide a reimbursement of a percentage of employer’s health care expenses 

 

 Sales Taxes: If the organization will sell tangible personal property or provide specific services in NYS, it must 

collect and remit NYS sales and local taxes to the NYS Department of Taxation and Finance, usually on a 

quarterly basis. 

 Certificate of Authority: this enables an organization to obtain a Sales Tax ID 

 Exemption from Corporate Franchise Taxes (CT-247) 

 Sales Tax Identification Number: this will be provided with the organization’s Certificate of Authority 

 

 

 

*Seek assistance from a Certified Public Accountant. They will prepare documents as well as provide a 

management letter suggesting improvements to financial procedures. 

 

The following resources are available in the electronic file: 

 G2CM 2013 Form 990 
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Record Keeping 

 

Create a Recordkeeping System 

 Records related to incorporation and tax exemption 

 Certificate of Incorporation 

 Bylaws 

 Recognition of federal tax exemption for a nonprofit organization (Form 102) 

 Exemption from NYS and local corporate and sales taxes 

 

 

 Records related to the proceedings of the board and committees 

 Notices, agendas, and minutes of all meetings 

 Resolutions of the board and of committees 

 Charters of all committees 

 All corporate policies, including conflict of interest, whistleblower, document retention, and ethics 

 

 Records related to board and committee members 

 Contact information 

 Terms of office 

 Records of the duties and accomplishments of all committees 

 

 Records related to contracts, leases, and legal documents 

 Leases and renewal of leases 

 Contracts concerning property and equipment 

 

 Records related to employment termination 

 Maintain written records of incidents, warnings, complaints, and employee performance evaluations 

 

 Records related to any incident 

 Employees and volunteers should file an incident report any time an incident takes place 

 Incidents are injuries (small or large), any time first aid is administered, altercations, and any event out of 

the ordinary that the organization might be questioned regarding their response. 
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 Grants 

 Proposals 

 Create grant compliance checklists 

 Federal Grants: Organizations that expend more than $50,000 of federal awards per year must obtain an 

annual audit that complies with Federal Office of Management and Budget Circular A-133. An accounting 

firm specializing in nonprofit organizations should be familiar with this procedure. 

 State Grants 

 Local Grants 

 Individual Donors 

 Grant compliance issues including reports on deliverables, financial accountability, and the relationship 

with the grantor 

 Donor-restricted gifts: If donors specify that their gifts be used for a specific exempt purpose, the board 

must provide safeguards to ensure that the donors’ intended purpose is met and is consistent with the 

charitable mission of the organization. 

 Cy pres doctrine: This is a legal doctrine under which a court reforms a written instrument with a gift to 

charity as closely to the donor’s intention as possible, so that the gift does not fail. Courts us cy pres 

especially in construing charitable gifts when the donor’s original charitable purpose cannot be fulfilled. 

 Reminder: Noncompliance can result in: (1) termination of the contract; (2) the requirement to refund 

money; (3) adverse publicity; or (4) non-renewal of grant 

 

Financial Records and Reports 

 Duties of audit and finance committees 

 

 Accounting records and financial reports, including 

 Annual income statement (profit & loss) and statement of financial position (balance sheet) 

 Budget and budget deviation analyses 

 Cash flow reports 

 

 Donation Receipts 

 

 Charitable solicitation records 

 

 Employment records, as required by law 

 

In-Kind Contributions 

 In-kind contributions include materials, equipment or services that are given without charge to the program or 

organization. 

 

The following resources are available in the electronic file: 

 G2CM’s Sample Donation Receipt 

 Internal Controls NYS 

 GCM Expense Form 

 GCM Guidelines 

 GCM In-Kind Contribution Form 

 GCM In-Kind Contribution Receipt 
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 Incident Report 
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Financial Management 

 

 Put internal controls into place to safeguard charitable assets 

 *Make sure no single individual is responsible for receiving, recording, and depositing funds, or writing 

and signing checks. 

 

 Develop written procedure governing financial transactions including writing and depositing checks, handling 

petty cash and overseeing the use of credit cards, that are reviewed and provided to all directors, trustees, 

employees and volunteers that include the following provisions:  

 Two original signatures are required on checks over a certain amount or in situations where oversight is 

lacking. 

o Risk Digest notes that independent auditors will often recommend nonprofits adopt a two-signature 

rule, especially when volunteers are handling checks. When establishing a new account or when 

changing signature authorizations on existing accounts, banks require account holders to sign a 

waiver that releases the bank from any liability for paying a check with only one signature. 

Organizations that wire money and/or have electronic accounts are not protected through a two-

signature rule and should consider additional controls if substantial transactions are done by such 

means.  

 The amount of petty cash that can be withdrawn in a specified period is restricted, and receipts are required 

to be submitted for all petty cash expenditures and credit card purchases. 

o The Alliance for Nonprofit Management recommends that nonprofit organizations set up a fund for 

petty cash that lasts for a period of one month. Operation of petty cash accounts should require 

receipts and have a maximum withdrawal amount. 

 The Board of Directors approves the opening and closing of corporate credit cards, and savings, checking 

and investment accounts. 

o The Alliance for Nonprofit Management notes that the approval/dismissal of bank and investment 

accounts should be voted on by the board of directors, this practice allows the board to have proper 

oversight over the financial operations of the organization. 

 Organization reconciles its bank accounts and credit cards on a monthly basis. 

o The New York State Charities Bureau document “Internal Controls and Financial Accountability” 

states that receipts and expenditures should be compared with the budget on a monthly basis, 

highlighting the importance of monthly reconciliations.  

o The Panel on the Nonprofit Sector argues that complete, current and accurate financial records are 

essential for not-for-profit boards to exercise appropriate fiscal oversight. 

 

 Utilize software such as Quickbooks for bookkeeping 

 Keep copies of all receipts, checks, and transactions 

 It is recommended to keep records and files for at least seven years 

 

 Utilize an automated payroll service or system. 

 Having an automated system is a best practice. It increases efficiency, frees up personnel to work on more 

strategic initiatives and generally provides a more reliable audit trail. 

 The Community Resource Exchange recommends hiring a payroll service to ensure that employee 

withholding taxes are paid on time and the required quarterly reports are filed with the IRS and the state.  
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 Financial records should be securely kept and are backed up off-site. 

 It is a best practice that financial information is handled only by those who are authorized i.e. blank checks 

and ledgers should not be accessible. Small organizations without large amounts of space can lock these 

documents and create restrictive access to documents that are kept electronically. This practice ensures 

accountability of those who handle the documents and prevents possible fraud and misuse from others.  

 

 Responsibilities for recordkeeping and authorization for each transaction should be performed by separate people.  

 Guide Star notes that those who are in charge of recording transactions on accounts should not execute or 

authorize them. 

 The Panel on the Nonprofit Sector recommends that no one person bears the sole responsibility for receiving, 

depositing, and spending its funds. 

 

 Board should conducts operational and financial oversight 

 Organization’s current budget was approved by a quorum of the Board and is sufficiently detailed as to 

projected income and expenses for major program activities, fundraising and administration so as to allow 

Board members to understand the finances of the organization. 

o The Better Business Bureau Wise Giving Alliance standards include a board-approved budget for the 

current fiscal year, outlining projected expenses for major program activities, fundraising, and 

administration. 

o The Free Management Library states that nonprofit boards should approve yearly budgets and financial 

statements, approving a set of fiscal policies (guidelines for managing the nonprofit's finances), 

reviewing results of a yearly audit conducted by an outside auditor, review financial reports during 

board meetings, co-sign checks that are over certain limits, and approve contracts. The board’s 

oversight increases an organization’s system of accountability. 

 Board members review required forms and reports including IRS Form 990, NYS CHAR 500, etc. and ensure 

the organization is in legal compliance with filing requirements. 

o The Attorney General’s document “Internal Controls and Financial Accountability for Notfor-Profit 

Boards,” states that care must be taken to ensure that the annual IRS 990 truly represents the 

organization and the filing should be carefully reviewed before they are signed by the management.  

 Board has a finance committee and if the budget is larger than $1 million, Board has an independent audit 

committee or functional equivalents. 

o The Attorney General’s document “Internal Controls and Financial Accountability for Notfor-Profit 

Boards,” states that an audit committee is crucial to the governance of a not-forprofit organization and 

should be composed of directors who are independent of any financial interest in the organization and 

at least one of whom has expertise in accounting. The audit committee is responsible for selecting and 

reviewing the independent external auditor and the reports produced by the CPA; reviewing the 

management letter and discussing recommendations to address anything identified in the letter; 

understanding and evaluating the organization’s internal controls; and monitoring any legal matters 

and/or investigations that may affect the organization. 

o Finance committees are established to ensure organizations are in good financial health. The Guide to 

Nonprofit Corporate Governance notes that organizations of a “substantial size” will benefit by having 

an audit committee. Other board members will have enhanced knowledge from the committee which 

will be able to deeply understand the financial workings of the organizations. 
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 Finance committee tracks and reports budget performance and cash flow at each committee meeting. 

o Board source notes that Finance committees should “monitor implementation of the approved budget 

on a regular basis and recommend proposed budget revisions; recommend to the Board appropriate 

policies for the management of the Corporation's assets” The finance committee has the responsibility 

of helping the entire board to fulfill its fiduciary duties and to also assist the executive director in 

review of the organizations financial strength. Tracking reports, budget performance and cash flow 

helps fulfill this responsibility. 

 Treasurer reports to the Finance Committee and presents the budget performance and cash flow statements to 

the Board of Directors at each meeting. Treasurer and President have financial expertise. 

o The Alliance for Nonprofit Management notes that finance committees often serves as a consultative 

committee for nonprofit board treasurers. Having the committee serve this function allows the 

committee to receive information efficiently and assist the treasurer with needed preparation of 

documents for the entire board.  

 Board evaluates the performance and approves the compensation package of the chief executive.  

o “Board Structure and Executive Compensation in Nonprofits” notes that there are strong links between 

the powers of executives to determine their own salaries and pay rates. As a result, organizations 

should institute board approval as a standard for oversight purposes. 

o The Panel on the Nonprofit Sector and should conduct such an evaluation prior to any change in that 

officer’s compensation, unless there is a multi-year contract in force or the change consists solely of 

routine adjustments for inflation or cost of living. 

o The Panel of the Nonprofit Sector recommends that the governing documents of an organization 

require the full board to hire, oversee and evaluate the performance of the chief executive officer of the 

organization, and to approve the compensation of the chief executive in the context of comparable 

organizations’ compensation of such executives. Evaluation and compensation reviews should 

generally be annual, and should take place in advance of any change in compensation, unless there is a 

multi-year contract in force or the change consists solely of routine adjustments for inflation or cost of 

living. 

o The National Nonprofit Network suggests the board evaluate the executive director according to the 

organization’s strategic plan or as addressed in the previous evaluation. The Network states that annual 

reviews allow the board to gather information needed to reward or re-align performance standards and 

uncover emerging issues. 

o The Attorney General’s document “Right from the Start” states that board members should be involved 

in the selection and periodic review of the organization’s Chief Executive Officer, Chief Financial 

Officer, and other key employees in order to exercise their duty of care. 

 Board oversees the chief staff person’s expense account. 

o The Alliance for Non-profit Management recommends that executives submit expense reports for all 

allocated expenses on a timely basis. Special accounts are not recommended for an executive without 

oversight on the account. 

o The detailed guidance provided in IRS Publication 463: Travel, Entertainment, Gift and Car Expenses 

should serve as a guide in avoiding lavish, extravagant or excessive expenditures.  
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 Transactions in which any board or key staff member has a conflict of interest are fully identified as to the 

nature of the conflict, the transaction is approved by a quorum of the board and the Board or staff member 

with the conflict recuses themselves from the vote.  

o The Attorney General’s document “Right from the Start” for Directors and Officers of notfor-profit 

organizations recommends that the board should have a written “conflict of interest” policy that 

provides for written disclosure of anticipated or actual conflicts, or the appearance of such, in order to 

properly exercise the duty of loyalty. The board has the responsibility to examine any transaction that 

is not fair and reasonable, and transactions involving conflicts should be fully documented in the 

board’s minutes. The board should make sure there is a conflict of interest and code of ethics policy in 

place and that it is updated annually. 

o The Panel on the Nonprofit Sector recommends that organizations establish and enforce a conflict-of-

interest policy that requires full disclosure of all potential conflicts of interest that applies to any person 

who has the ability to influence decisions of the organizations. All board and senior staff members 

should be required to sign it and disclose any material conflicts of interest, both at the time they join 

the organization and at the beginning of each fiscal year. Board members with a material conflict of 

interest should be required to recuse themselves from board discussions and votes regarding those 

matters, other than to respond to requests for information. 

 A policy controlling the employment and compensation of family members of directors and key employees.  

o The hiring and compensation of family members could be an actual or perceived conflict of interest. 

The Minnesota Council of Nonprofits notes that nationally it may not be illegal to hire or compensate 

family members as directors; however this should be stipulated in an organization’s By-Laws or 

conflict of interest policy. The council also notes that the majority of board members should be 

unrelated.  

o A policy prohibiting the hiring of any individual if a member of that individual’s immediate family is 

employed in an administrative capacity in the organization or is a member of the governing board is 

legally required in any organization that receives Federal discretionary grants, including Head Start 

discretionary grants, under the HDS Grants Administration Manual. 

 The not-for-profit has a policy or procedure to ensure loans are repaid if the organization provides loans to line 

staff between pay periods. Loans to employees over a significant dollar value are reported to or approved by 

the Board of Directors. Organizations do not loan funds to key employees, directors, officers, or trustees. 

o The Chronicle of Philanthropy notes that organizations should not give loans disproportionate to their 

charitable expenditures. The chronicle also recommends that organizations should not carry significant 

debt as a result of loans to employees. Board members and executives should not receive loans from 

their respective organizations in most circumstances. 

o The Panel on the Nonprofit Sector agrees that loans to directors, officers, trustees and executives have 

created both real and perceived problems for charities. When an organization deems it necessary to 

provide a loan to an employee, the Panel recommends that the terms be clear, approved by the Board 

and reported on the 990.  

o The “intermediate sanctions” excise tax provisions under Section 4958 of the Internal Revenue Code 

impose steep penalties on transactions, including loans, which provide excess benefits to disqualified 

people, who have substantial control over the organization. 
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 Organization has implemented a whistleblower policy and designated a Board Committee or member who can 

be contacted and informed of any misconduct. 

o The Panel on the Nonprofit Sector recommends that organizations should establish and implement 

policies and procedures that enable individuals to report information on illegal practices or violations 

of organizational policies. Policies should specify the board and staff members within the organization 

or outside parties to whom such information can be reported without threat of retaliation. 

o The Attorney General’s document “Right from the Start” suggests that boards should have a policy 

regarding disclosure and identification of fraud and should make sure that a policy for records 

retention and whistleblower protection is in place in order to exercise their duty of care. 

 

Opening a checking account 

 

 Local Banks usually require proof of incorporation and an EIN number to open an account. A Business License 

and 501 (c) 3 paperwork usually is not required.  

 

 Never handle organizational finances through your or another’s personal bank account.  

 If your finances are handled by a partner church, association or fiscal agent, you will want to transfer it to your 

organization as soon as you have the infrastructure to handle it. 

 

 If a partner church, association or fiscal agent handles it, make sure they put it in a SEPARATE acct UNLESS 

they have a very solid designated account system and reporting process.  

 

 Who should sign checks? You will need trustworthy individuals with Government Issued IDs who can physically 

show up at your bank to sign to become a signatory on the account. If at all possible, the pastor/planter should 

never be a signatory. (You are a church employee, who will be receiving a lot of the funds). Signers can be two 

people unrelated from Partner church.  
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Special Considerations for Churches 

 

 Develop written policies, including 

 At least 2 unrelated people who will count the offerings/money. These persons should not be the treasurer, or 

the person(s) who will sign checks 

 Checks should require 2 unrelated signatories (some require this on any non-standard items), especially when 

the checks are for salary/compensation. 

 1 additional person who verifies checks/statement in addition to bookkeeper 

 

 Develop a ministry budget 

 Needed from the beginning 

 May be developed by a board/team in the beginning  

o This is true of overall decision making in a church plant.  Our most frequent model.  External board: 

Church Planter, Church Planting Director/Missionary, Partner Church Pastor(s) 

 Move to being led by a leadership council, deacons/elders, and/or Congregation 

 Sample budget  

o Missions (local receipts) 10-12% 

 Cooperative Program 5-6% 

 Associational Missions 3-4% 

 Church Planting 1-2% 

 Direct Missions 1% 

 *Golden Gage Seminary President Jeff Iorg said this about mission dollars: “If you give them 

you will never miss them, if you don’t you will never have them. If you are not giving to 

missions, then give your mission dollars back.” 

o Personnel expenses (salaries and housing allowances) 40% 

 *In NYC area personnel is often much higher percentage due to cost of living. 

o Education, outreach, local ministries expenses 20% 

 *Ministry-related expenses need to be separated on paper and in the minds of members. They 

are not a part of the pastor/staff compensation. These reimbursements should be considered as 

the costs of doing business and not salary. 

o Building (rental, purchase, utilities, insurance, etc.) 30% 

 

 Reimbursements 

 The IRS has stringent guidelines related to the handling of reimbursable ministry-related expenses (travel, 

hospitality, convention expenses, etc.) and housing or parsonage allowances. See www.irs.gov.  

o You must have a written and church approved reimbursement policy. 

o You must also have a receipt for all purchases over $75. 

o See www.guidestone.org for current Ministers Tax Guide. 

 

http://www.irs.gov/
http://www.guidestone.org/


:ORGANIZATIONAL MANAGEMENT 

23 

 

 Housing Allowance 

 Must be approved in advance, each year! 

 Allowance may include: 

o Rent or Home Purchase (all costs) 

o Utilities 

o Real Estate Taxes 

o Insurance 

o Repairs and Maintenance 

o Improvements 

o Furnishings 

o Other justifiable expenses 

 If purchasing a home, you are still able to deduct your mortgage interest again on IRS Schedule A. 

 You must limit your housing allowance to the fair market rental value of a comparable furnished home in your 

area. 

 

 Self-Employment Tax Exemption (opting out of Social Security) 

 Licensed and/or ordained ministers who conscientiously object to receiving benefits from public insurance 

(such as Social Security) may file for exemption from Self Employment Tax.  Deadlines and other restrictions 

apply.  See Form 4361 for more information.  You must file Form 4361 and receive approval before you are 

exempt.  

 

The following resources are available in the electronic file: 

 G2CM Budget 

 G2BC Budget 

 Internal Controls NYS 

 GCM Expense Form 

 GCM Guidelines 

 G2CM Fiscal Policies 
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Personnel Management 

 

Employee Matters 

 Employment Process 

 Job Description 

o Time commitment 

o Interest of the organization: this means the mission and objective of the organization 

o Description of the position: this means the qualifications and duties expected of the particular position 

 Interview 

 Offer Letter: this is a document that confirms the details of an offer of employment. The job offer letter 

includes details such as the job description, reporting relationship, salary, bonus potential, benefits, vacation, 

allotment, etc.  

 

 Maintain employee records as required by law 

 Names and social security numbers 

 Employee tax withholdings (Form W-4) 

 Employment Eligibility Verification Form (Form I-9) 

 Records for each payroll period 

o A binder to collect this information is helpful 

 

 Create or update a payroll system 

 Recommend hiring a company to process payroll 

 

 New hire reporting  

 Effective October 1, 1998, all employers (including churches) are required to report certain information on 

newly hired and rehired employees (including minister employees) to the State Directory of New Hires within 

20 days of the employee’s first day on the job. The required information must include the new employee’s 

name, address, and social security number as well as the employer’s name, address, and employer 

identification number (EIN). Some states require additional information such as date of birth and date of hire. 

Every state has a Web site that shows the information required and how that information should be reported to 

the state. An easy way to access a state new hire Web site is to point your browser to 

www.americanpayroll.org/states.html, scroll down to the appropriate state, and link to the “New Hire” icon. 

o New York (procedure): http://www.tax.ny.gov/bus/wt/newhire.htm  

o Online reporting: www.nynewhire.com  

 

 

http://www.americanpayroll.org/states.html
http://www.tax.ny.gov/bus/wt/newhire.htm
http://www.nynewhire.com/
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 Payment Records for Employment Taxes 

 Federal Income Tax Withholding (Form W-4) 

o Whenever an employer pays wages/compensation to an employee, the IRS will expect the employer to 

collect a portion of the employee’s federal income tax on the payment through withholding. 

o The factors affecting how much you must withhold from a given wage payment are: 

 The frequency of your payroll period 

 The employee’s marital status 

 The number of withholding exemptions the employee claims 

 The size of the wage payment 

 Federal Insurance Contributions Acts (FICA) Tax: this is a federal tax imposed on employers and employees 

to fund Social Security and Medicare. FICA taxes are reported on Form W-2. An employer will also use the 

Form W-2 to: (1) report wages, tips, other compensation paid to an employee; (2) REPORT THE 

EMPLOYEE’S INCOME TAX AND Social Security taxes withheld and any advanced earned income credit 

payments; and (3) report wage information to the employee and the Social Security Administration 

 Miscellaneous Income: A Form 1099-MISC is generally used to report payments made in the course of a trade 

or business to a person who is not an employee or to an unincorporated business (e.g. an independent 

contractor). This form is required for instance, when payments of $10 or more in gross royalties or $600 or 

more in rents or compensation are paid. 

 Federal Unemployment Tax Act (FUTA) (Form 940): FUTA is a federal tax imposed on employers to fund 

the costs of administering the unemployment insurance and job service programs of the states. FUTA taxes are 

reported on Form 940. 

o Payments to employees of section 501(c)(3) organizations are exempt from FUTA tax; this exemption 

cannot be waived. 

 NYS Income Tax Withholding 

 NYS Unemployment Tax Withholding (NYS-100N) 

 

 Adhere to appropriate employment practices 

 Proper classification of independent contractors and employees 

o Generally, you must withhold income taxes, withhold and pay Social Security and Medicare taxes, and 

pay state unemployment tax on wages paid to an employee. Section 501(c)(3) organizations are 

exempt from payment of the federal unemployment taxes (FUTA). Nonprofits do not generally have to 

withhold or pay any taxes on payments to independent contractors. 

 Employee handbooks: contain guidelines, expectations, and procedures of a business or company and are 

distributed to its employees 

 Have a clear, written reimbursement policy for employee expenses 

 Termination of employment 

 Mandatory notices for employees: mandatory employment notices and posters must be placed in a location 

where employees can view them in the normal course of business. These notices must comply with the federal 

and state law, e.g. minimum wage notices and Family and Medical leave (FMLA) notices 

 Compliance with federal, state, and local anti-discrimination and wage and hour laws 

 Conduct periodic organizational reviews to ensure compliance and harmonization of all corporate policies 

with the law 
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Volunteer Matters 

 

 Establish a volunteer recruitment process 

 Create a volunteer application form 

 Conduct interview of prospective volunteers and verify references 

 Create a volunteer agreement: this is the agreement between the organization and the volunteer that formalizes 

the expectations of the volunteer’s activities. The contract might include any benefits offered by the 

organization, e.g., free trainings, use of facilities for private use, etc. 

 

 Volunteer Insurance: provides for personal injury or property damage protection that derives from the duties of 

volunteers 

 Under the Volunteer Protection Act of 1997 a nonprofit organization volunteer is generally immune from tort 

claims; however, the Act does not provide immunity to the nonprofit, which should obtain adequate liability 

insurance. 

 

 Establish a volunteer screening process and perform background checks: a background check is the process of 

looking up the compiled criminal records and/or financial records of an individual. In order to avoid liability and 

protect vulnerable people that interact with the organization, specifically children, those with developmental 

disabilities and elderly people, a vigorous screening process should be implemented. 

 A prospective volunteer should be informed of the type and frequency of screening, if any, required for each 

volunteer position 

 When necessary to conduct a background check, first obtain the volunteer’s consent, then request criminal 

history 

 

 Implement volunteer orientation procedures 

 Volunteer handbook: this contains guidelines to plan, training, administer, manage and communicate with 

volunteers 

 Training 

 

 Supervise Volunteers 

 Supervision is the oversight and support of the volunteers. There should be a process whereby the 

supervisor(s) and volunteer(s) mutually set goals with direct reports. Additionally, supervisors should support 

volunteer’s motivation including the acknowledgement and use of volunteer input. 

 Organization should expect volunteers to complete an incident report if they are a witness to or a party to any 

incident (small or large). 

 

 Termination 

 There should be adequate notice about personnel issues such as probation, suspension, and termination. In the 

event of alleged inappropriate behavior, an investigation should be conducted to see if there has been an 

infraction or continuous unsatisfactory performance, termination may be appropriate.  
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The following resources are available in the electronic file: 

 Form I-9 

 G2CM Employee questionnaire 

 G2CM Employment Handbook 

 G2CM Job Descriptions 

 G2CM Part Time Employee Manual 

 G2CM Performance Evaluation 

 G2CM Staff Handbook 

 Graffiti 2 Works Application 

 Graffiti 2 Works Time Sheet 

 G2CM Work Plan 

 Time Off Request Form 

 Adult Volunteer Application 

 G2CM Background Check 

 Sexual Misconduct Manual 

 Sexual Misconduct Training Manual 

 Volunteer Handbook 

 Incident Report 
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Insurance Coverage 

 

Insurance Coverage Required by NYS 

 

 Disability Insurance: this provides temporary cash benefits to an eligible wage earner when he/she is disabled by 

an off-the-job injury or illness. NYS requires employers to provide such coverage to their employee. 

 

 Workers’ Compensation Insurance: this provides employees who have been injured in the course of employment 

with compensation and medical care; in return, the employee relinquishes his or her right to sue the employer for 

negligence. 

 

Other Insurance Coverage 

 

 Directors and officers liability insurance: this coves the damages or defense costs that arise from a lawsuit for the 

alleged wrongful acts of directors or officers while acting in their capacity for the organization (e.g., 

mismanagement of funds) 

 

 General liability insurance: this covers an organization against claims for damage or injury caused by negligence 

during performance of an employee’s duties or business activities. 

 

 Umbrella policy –fills in any holes in coverage.   

 

 Volunteer injury liability coverage (if relevant): this provides volunteers with compensation for injuries sustained 

while performing volunteer duties. 

 

 Malpractice Insurance (for pastors and counselors) 

 

 Auto insurance: this covers damage to an organization’s cars, trucks, and other vehicles and also provides 

protection against losses and liabilities incurred as a result of traffic accidents. 

 

 Property insurance: this provides protection against certain risks to property, such as fire, theft, and weather 

damage 

 

 Fiduciary liability insurance, if the organization has a pension plan 
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Charitable Contributions 

 

Charitable Contributions 

 

 Create solicitation letters 

 Solicitation letters must state that the organization is a 501(c)(3) organization and that a copy of the 

organization’s annual report is available from the organization or the New York State Attorney General’s 

Office, Charities Bureau. Any request for funds must state the purpose for which the funds will be used and 

that a copy of the annual report may be obtained from the organization 

 Certain tax-exempt organizations are not eligible to receive tax-deductible charitable contributions. They must 

disclose in any fundraising statement “an express statement (in a conspicuous and easily recognizable format) 

that contributions to the organization are not deductible for federal income tax purposes and charitable 

contributions. 

 

 Create acknowledgement letters 

 A written acknowledgment is required to substantiate a charitable contribution of $250 or more and must 

contain the following information: 

o Name of the organization 

o Amount of cash contribution 

o Description (but not value) of non-cash contributions 

o Statement that no goods or services were provided by the organization, if that is the case 

o Description and good faith estimate of the value of goods or services, if any, that the organization 

provided in return for the contribution 

o Statement that goods or services, if any, that the organization provided in return for the contribution 

consisted entirely of intangible religious benefits, if that was the case. 

*Although not required for contributions less than $250, an acknowledgment letter to the donor is 

always a good idea. 

 

 Create a “quid pro quo” disclosure statement: this applies when a donor makes a payment that is in part a 

contribution and in part payment for goods or services. The organization must provide the donor with a disclosure 

statement for this type of contribution regardless of the value of the contribution. Failure to do so may result in a 

monetary penalty to the organization. 

 

 Note whether contributions received must be used for a specific purpose. 

 

 Ensure the confidentiality of donor information. 

 

 Train internal fundraisers to comply with legal requirements of soliciting charitable contributions. 

 

 If a cash contribution of more than $10,000 is received, IRS Form 8300 must be filed. 

 

 Consider utilizing a computer based donor management system such as Karani or Donor Manager 
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Non/-cash Contributions 

 

 A charity may need to provide additional substantiation with respect to non-cash contributions. Also, there are 

special rules for the contribution of some motor vehicles. 

 

 If a nonprofit receives a non-cash donation over $5,000, the donor must attach a Form 8283 to his/her annual 

income tax return to support the charitable deduction, and the recipient of the donation must sign Part IV of 

Section B on Form 8283, unless publicly traded securities are donated. If an organization sells, exchanges, or 

disposes of the property within three years of receiving it, the organization must file a Form 8282f, unless an 

exception applies. 

 

Complying with Charities Law Requirements 

 If a nonprofit organization hires an outside fundraising professional, the nonprofit and the fundraiser must comply 

with certain charities law requirements. 

 

 Determine whether the organization’s fundraiser must be registered with the Charities Bureau 

 Under Article 7-A of the Executive Law, fundraising professionals—those who engage in fundraising 

activities for compensation—must register with the Charities Bureau. Fundraising professionals are usually 

categorized as “Professional Fundraisers” or “Fund Raising Counsel.” 

 A Professional Fundraiser is a person who “directly or indirectly, by contract . . .for compensation or other 

consideration (a) plans, manages, conducts, carries on, or assist in connection with a charitable solicitation; (b) 

solicits on behalf of a charitable organization or any other person; or (c) who advertises that the purchase or 

use of goods, services, entertainment or any other thing of value will benefit a charitable organization but is 

not a commercial co-venturer 

 Fund Raising Counsel is a person or entity who “for compensation consults with a charitable organization of 

who plans, manages, advises, or assist with respect to the solicitation in this state of contributions for or on 

behalf of a charitable organization, but who does not have access to contributions or other receipts from a 

solicitation or authority to pay expenses associated with a solicitation and who does not solicit. 

 Please note that fundraising professionals do not include a bona fide officer, volunteer, or employee of the 

charitable organization or an attorney-at-law retained by the organization. 

 

 Have a clear, written contract with the fundraising professional 

 The nonprofit must enter into an agreement that contains specific provisions, including, but not limited to (i) a 

clear narrative description of the services to be performed, (ii) a clear statement of the financial arrangement 

between the parties, and (iii) a provision referencing the requirements of the organization’s statutory right to 

cancel the contract without cost. 

 An organization has a statutory right to cancel its contract with the professional without cost, penalty, or 

liability, within 15 days following the filing of the contract with the Charities Bureau. To effectuate the 

statutory  right to cancel the contract, the organization need only provide timely, written notice of its intention 

not to be bound by the terms of the contract to the correct address of the fundraiser. 
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 Compensate fundraising professionals 

 Although percentage-based compensation arrangements, finder’s fees, and contingent fees are not expressly 

prohibited under New York law, the Association of fundraising Professionals (AFP) takes the position that 

fundraising professionals should not receive these types of compensation because such compensation 

arrangements may encourage abuse and undermine the philanthropic values upon which the charitable sector 

is based. Bonuses may be acceptable if based on performance, provided they are not a percentage, if consistent 

with the organization’s overall bonus system. 

 While compensation for board members is not expressly prohibited under New York law, many nonprofits 

choose not to compensate directors for their fundraising in order to avoid questions about the organization’s 

financial integrity and avoid potential conflicts of interest. 

 If organization decides to compensate a board member for fundraising services, the compensation arrangement 

must comply with the New York State conflict of interest rules and the IRS regulations on excess benefit 

transactions 

 

 Review solicitation materials before distribution to ensure accuracy 

 Any solicitation must provide a clear description of the programs and activities for which it has requested and 

has expended or will expend contributions. Additionally, any solicitation by a professional fundraiser or 

solicitor must clearly and unambiguously disclose: (a) the name of the professional fundraiser on file with the 

Attorney General and that the solicitation is being conducted by a professional fundraiser; (b) and that the 

individual is receiving compensation for conducting the solicitation. 

 Article 7-A prohibits organizations and their fundraisers from making deceptive and misleading charitable 

solicitation. Intent to deceive is not required for the Attorney General to bring a lawsuit against an 

organization for solicitation fraud. 
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Jeopardizing Exemptions 

 

Document Transactions or Decisions that May Jeopardize Exemption Status 

 

 Inurement/private benefit: a section 501(c)(3) organization must not be organized or operated for the benefit of 

private interests, and no part of its net earnings may inure to the benefit of any private shareholder or individual. 

 

 Excess benefit transactions: An excess benefit transaction occurs when an applicable tax-exempt organization 

directly or indirectly provides an economic benefit to or for the use of a disqualified person. If this economic 

benefit value exceeds the value of the consideration received by the organization, then the disqualified person and 

the organization’s manager will be liable for an excise tax on the transaction. 

 

 Lobbying: Lobbying means activities attempting to influence legislation. A section 501(c)(3) organization may 

engage in some lobbying, but excessive lobbying risks loss of tax-exempt status. 

 

 Political activity: A section 501(c)(3) organization is absolutely prohibited from directly or indirectly participating 

in, or intervening in, any political campaign on behalf of (or in opposition to) any candidate for elective public 

office. Contributions to political campaign funds or public statements of position (verbal or written) made on 

behalf of the organization in favor of or in opposition to any candidate for public office clearly violate the 

prohibition against political campaign activity. 

 

 Certain types of litigation: Consult the following memo from the IRS entitled, “Litigation by IRC 501(c)(3) 

Organizations” on permissible types of litigation in which public interest law organizations may engage. 

 

Intellectual Property Matters 

 

 Review potential intellectual property issues 

 Trademarks (organization name or names of products produced by organizations) 

o What names and symbols do you use to identify your organization and do you wish to protect these 

potential trademarks? 

 Copyright protection of materials produced by the organization (e.g., outlines, handbooks, presentations, etc.) 

 

 Periodic website review/audit 

o If your organization has a website, does the website have a privacy policy? 

o Does the website have a terms of use section? 

o Do you collect information regarding visitors to your website? 

o Do you offer copyrighted materials on your website and, if so, is the copyright clearly and properly 

designated? 

 

The following resources are available in the electronic file: 

 Privacy Policy 

 

Property Tax Exemption 

 

 Most states (New York included) exempt churches from paying property taxes on their lands and buildings used 

for religious purposes. 
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Postal Issues 

 

 Obtain a Mailbox 

 Consider a UPS Store or other similar location. This will give you a physical address and allow you to receive 

packages. You will not have to change your church address if/when people move, leaders change, etc. 

 

 Nonprofit Postage 

 Many, but not all, nonprofits are eligible for reduced postage rates from the U.S. Postal Service. The rates you 

pay in Nonprofit Standard Mail are approximately 40% lower than the regular rate charged to commercial 

mailers. 

 There will be an initial imprint license fee and an annual fee. 

 Your organization must meet certain eligibility requirements, submit an application, and receive an 

authorization at the post office where you will be doing your mailings. There are also requirements for your 

mail. 

 Determine your eligibility. Nonprofits that are eligible for nonprofit postage include agricultural, educational, 

fraternal, labor, philanthropic, religious, scientific, and veterans groups. Some nonprofits do not qualify for 

reduced postage rates, such as automobile clubs, business leagues, chambers of commerce, citizens' and civic 

improvement associations, individuals, mutual insurance organizations, service clubs, social and hobby clubs, 

and rural electric cooperatives and associations. 

 Submit an application form, PS Form 3624, Application to Mail at Nonprofit Standard Mail Rates, and 

supporting documents to the post office you plan to use. The required documents include: 

o Your organization's "formative papers" such as its articles of incorporation, constitution, or charter. 

o Evidence of nonprofit status. This can be the exemption letter from the IRS showing 501(c)(3) or 

other tax-exempt status, or a financial statement from an independent auditor. 

 Also, submit as many as possible of the following documents: 

o a list of activities that your organization engaged in during the past 12 months 

o a financial statement detailing your organization's receipts and expenditures for the past fiscal year, 

and your budget for the current year. 

o other documents such as your newsletters or bulletins, minutes of meetings, brochures, or other papers 

that illustrate how your organization operates. 

 The Postal Service and the IRS have strict guidelines on what types of mail can be sent using the nonprofit 

rate, including: 

o The mailing must contain a minimum of 200 or 50 pounds of addressed pieces. 

o Be prepared according to postal standards in the Domestic Mail Manual 

o Include only your own organization's mail. 

o The mailing cannot contain certain types of advertising. 

o It must be accompanied by an appropriately signed postage statement. 

o The mail must identify the authorized organization. 

 The following publications and application forms can be downloaded at the Postal Services' website. 

o Publication 417, Nonprofit Standard Mail Eligibility, which outlines eligibility rules and application 

procedures. 

o PS Form 3624, Application to Mail at Nonprofit Standard Mail Rates is included in Publication 417. 

o Publication 353, Designing Reply Mail, and Publication 28, Postal Addressing Standards are also 

helpful. 

o The Domestic Mail Manual has mailing info for businesses & nonprofits. 

http://usgovinfo.about.com/od/consumerawareness/a/Most-Postage-Rates-To-Rise-Not-First-Class.htm
http://usgovinfo.about.com/od/consumerawareness/a/uspsabout.htm
http://nonprofit.about.com/od/nonprofitbasics/a/incorporating.htm
http://nonprofit.about.com/od/qathebasics/f/donothaveto.htm
http://nonprofit.about.com/od/becomingtaxexempt/f/taxexemptdon.htm
http://womeninbusiness.about.com/od/glossaryofaccountingterm/g/definition-financial-statements.htm
http://nonprofit.about.com/od/f/g/fiscalyear.htm
http://nonprofit.about.com/od/fundraising/fr/newslettersrev.htm
http://usgovinfo.about.com/od/consumerawareness/a/Mail-Might-Take-Longer-To-Get-There.htm
http://www.usps.gov/

