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Today’s Discussion



Organization and Governance



What Is a Nonprofit Organization?

Legal Form of Organization

 Most common legal structures:

- Corporation

- Unincorporated association

 Governed by state law (statutes and common law)

- Nonprofit corporation laws 

- Unincorporated association laws

 Nonprofit status is not synonymous with tax-exempt status



What Is a Nonprofit Organization?

Legal Form of Organization – Corporations

 Limited Liability Protection

– Incorporation grants organization “corporate shield” so 
long as operations are consistent with state corporate 
requirements

 Corporate Status Requirements:

– File and maintain articles of incorporation with the state

– Comply with state nonprofit corporation law governing 
organization and decision-making (i.e., elections, 
meetings, voting, etc.)

– File annual report with the state to remain in good 
standing



Governance Legal Issues

Hierarchy of Governing Documents



Governance Legal Issues

Role of the Board of Directors

 Board of directors is the ultimate decision-making body

 Boards generally are only allowed to act in a meeting or by 

unanimous written consent

 Authority to govern the corporation comes with duties—state 

statutory and common law require that corporate board 

members fulfill:

– Fiduciary duty of care

– Fiduciary duty of loyalty

– Fiduciary duty of obedience



Governance Legal Issues

Board Role Summary

 Meet and deliberate

 Act in best interests of the organization 

 Document compliance through minutes



Governance Legal Issues

Compensation and Expense Reimbursement
 Compensation

– Directors of nonprofits generally not compensated for service as 
directors

– Compensation may be paid for services rendered to the 
organization in another capacity

• Conflict of interest policy should be followed
• State laws often have rules governing approval of so-called 

related party or conflicted interest transactions
• Consider IRS “rebuttable presumption” of reasonableness

 Expense Reimbursement
– Expenses reasonably and necessarily incurred in connection 

with chapter leadership activities may be reimbursed if chapter 
chooses to do so

• e.g., travel and lodging expenses incurred in attending a 
chapter board meeting

– Consider expense reimbursement policy



Governance Legal Issues

Public Ethics Considerations

 NIGP chapter leaders who are government employees 
generally subject to public ethics laws

– Restrictions on outside activities/employment

– Loyalties owed to government employer

– Restrictions on acceptance of gifts

– Additional restrictions for procurement officials

 Potential for conflict of interest between duties owed to 
chapter and to government employer

– Understand obligations of each role 

– Seek guidance where necessary 



Questions?



Tax Exemption Issues



Tax Exemption Issues

Topic Overview

 501(c)(3) and 501(c)(6) Requirements

 Unrelated Business Income Tax and Key Exceptions

– Convention and Trade Show Activities

– Sponsorships versus Advertising

 Annual Information Returns – the Form 990



Tax Exemption Issues

Source of Tax Exemption

 Federal Tax Exemption

– Internal Revenue Code provides exemption from federal 
income tax to qualified nonprofit organizations

– Recognition by IRS obtained through application or group 
exemption

 State Tax Exemption

– State statutes may provide exemption from state income 
or franchise tax, as well as state property, sales, and use 
taxes

– May be conditioned upon recognition of federal tax-
exempt status but not always tied together or 
automatically granted—application to state revenue 
agency may be required



Tax Exemption Issues

What Does It Cover?

 Revenue from activities related to tax-exempt purposes are 

not subject to federal income tax

 NIGP chapters’ tax-exempt purposes:

– 501(c)(3) 

• Educating members in order to enable them to 
perform their duties more effectively

• “Lessening the burdens of government” by providing 
training and facilitating procurement

– 501(c)(6)

• “Professional society” or “trade association” 
promoting the procurement profession as a whole



Tax Exemption Issues

Ways NIGP Chapters Are Recognized

 NIGP group exemption

– 501(c)(3) only

– Must be subject to NIGP supervision/control

– Evidence of exempt status is NIGP group determination 

letter with letter from NIGP confirming participation

 Separate recognition

– 501(c)(3)—must apply to IRS

– 501(c)(6)—may apply to IRS or may self-declare

– Evidence of exempt status is IRS-issued determination 

letter (only provided upon application to IRS)



Tax Exemption Issues

Section 501(c)(3) Tax-Exempt Status

 Tax-exempt purpose—educational, scientific, or charitable

 Contributions tax-deductible by donors as charitable 
contributions (minus value of benefits received in return)

 No “private inurement” or impermissible “private benefit”

 No “substantial” lobbying

 No political campaign activities

 Taxation of unrelated business income (“UBIT”)



Tax Exemption Issues

Section 501(c)(6) Tax-Exempt Status

 Tax-exempt purpose—improvement of business conditions of 
industry or profession

 No “private inurement”

 No “particular services” for members

 Unlimited lobbying

– Lobbying portion of dues not tax-deductible by members 

as a business expense

 Taxation of unrelated business income (“UBIT”)



Tax Exemption Issues

When Do Tax Obligations Arise?

 Unrelated Business Income Tax (UBIT)—income is taxable if 
derived from: 

– a trade or business,

– that is regularly carried on, and

– that is not substantially related to furthering the exempt 
purpose of the organization

 Unrelated business activities permitted, but must be less than 
substantial portion of overall activities (otherwise tax-exempt 
status jeopardized)

 Revenue-generating activity itself must be related to 
exempt purposes; using the proceeds for good works is 
not enough to avoid UBIT



Tax Exemption Issues

Understanding UBIT
 Examples of “related” activities

– Event registration fees

– Exhibit booth rentals

 Examples of activities that can generate UBI:

– Sale of advertising

– Sale of consumer products where selling product does not 
further mission

– Performance of services unrelated to mission

– Job referral activities (except might link to 501(c)(3) “lessening”)

– Certification activities by 501(c)(3) organizations (can do to 
limited extent but note UBIT consequences)



Tax Exemption Issues

Qualified Convention and Trade Show Activities

 Income from activities traditionally carried on at convention and 
trade shows is not subject to UBIT

 Traditional activities include:

– Activities designed to educate persons in the industry about 
new products or services or new rules and regulations 

– Incidental activities such as furnishing refreshments

– Activities designed to attract people to the show to view 
industry products or services 

– But note that IRS considers a supplier-only show without 
educational component NOT qualified

– Keep in mind: 

– Incorporate educational programming for members with all 
shows; demonstrate “qualified” purpose of show through 
marketing and promotional materials 



Tax Exemption Issues

Qualified Sponsorship Payments

 Qualified sponsorship payments are excepted from the 
definition of UBI

 Sponsor neither gets nor expects any return benefit other 
than:

– Goods, services, or other benefits, the total value of 
which does not exceed 2% of the sponsorship payment 
during the tax year; or

– Recognition, i.e., use or acknowledgement of the 
sponsor’s name, logo, or product lines in connection with 
the nonprofit’s activities

• Advertising does NOT qualify as permissible 
recognition



Tax Exemption Issues

Considering Examples



Tax Exemption Issues

Qualified Sponsorship Payments

 Analyzing benefits:

– Recognition or advertising?

– Eligible for safe harbor?

– Determine value of benefits

 Essentials for sponsorship contracts:

– Specify exact form of acknowledgment

– Specify all return benefits

– Specify value of taxable benefits, if any

– Have right to approve any copy relating to sponsorship, or using 
tax-exempt’s name/logo

– Specify site to which hyperlinks will link



Tax Exemption Issues

Qualified Sponsorship Payments
• Using the royalty exception

– Another useful exception when working with corporate 
sponsors/partners

– Avoid providing services and purely license intellectual property 
(mailing list, logo, name) 

– Exempt organization can monitor use of list and other IP to 
preserve its reputation and goodwill 

• For 501(c)(6)s: member directories 

– Additional advertising of individual members v. listing of all 
members 



Tax Exemption Issues

Reporting

– Form 990 Annual Filing 

Requirements:

All tax-exempt entities must file 

the 990, 990EZ, or 990N (e-

postcard)

– NIGP does not file a return on 

behalf of group exemption 

participants

– NIGP National needs to receive 

your chapter’s Form 990 every 

year!

– Failure to file for three 

years in a row results 

in automatic loss of 

tax-exempt status

Gross receipts 

≦ $50,000

Form 990N (e-

postcard) or

Form 990

Gross receipts 

< $200,000 and 

assets

< $500,000

Form 990EZ or 

Form 990

Gross receipts 

≧ $200,000 and 

assets

≧ $500,000

Form 990



Questions?



Fundraising Considerations



Fundraising Issues

Raffles

 Federal law and all states prohibit lotteries (except state-run 
lotteries).  A lottery has the following elements:

1. The awarding of a prize,

2. By chance, 

3. Where the participants have been required to submit 
consideration to enter.

 In many states, certain charitable or nonprofit fundraising 
raffles or games of chance are exempt from lottery 
prohibitions (but still regulated)



Fundraising Issues
Scholarship Fund Solicitations

 State charitable solicitation regulation

– Registration and reporting of charitable fundraising required in 
about 40 states

– Some states have exceptions if you are only soliciting members 
(seek counsel)

 IRS rules for substantiating charitable contributions for donor tax-
deductibility (501(c)(3)s only)

– Disclosure to donors of a quid pro quo contribution in excess of 
$75

– Contemporaneous written acknowledgment for donors claiming 
deductions of $250 or more

 Consider adopting policies governing fundraising and 
scholarship programs



Working with Contractors and 
Handling Chapter Finances



Working With Contractors

Why Written Contracts? 

 Written contracts help make relationships clear and 
unambiguous - contract speaks for itself

 Litigation arises when no written agreement or when 
contracts are unclear

 Developing and using your own standard contracts for various 
situations

- Maximize position by leading with your own contract 
draft



Working With Contractors
Examples of Important Contract Types

– Independent contractors of all types: skilled service providers, 
consultants, graphic designers and other specialists

– Special scenarios: 

• Sponsorship agreements 

– If qualified sponsorship + advertising component, use written 
agreement to help break out different payments for tax 
purposes

• Speaker agreements/releases

– Important for securing representations and warranties about 
intellectual property rights and for establishing ownership of 
materials the speaker prepares, the recording of the speaker, 
etc. 

• Consultants involved in fundraising 

Potential state regulation if engaging fundraising counsel or  
professional fundraisers 



Working With Contractors
Template Agreements and Important Terms  

 Consider starting with template agreements available from NIGP National

 For instance, independent contractor basic template: 
http://www.nigp.org/docs/default-
source/docs/chapter/resourceguide/IndependentContractorAgreem
ent.pdf

 Keep in mind the key terms to negotiate:

 Payment and Ownership:

- Budget and Scope Control

- Ownership

 Risk Allocation:

- Damages 

- Indemnification

- Insurance

 Term and Termination

http://www.nigp.org/docs/default-source/docs/chapter/resourceguide/IndependentContractorAgreement.pdf


Working With Contractors

Tax Forms and Independent Contractors 

– At the outset: Form W-9

• Ask for a completed Form W-9 when getting the contract signed 
with an independent contractor

• Use the name, address, and EIN or SSN from theW-9 to complete 
the Form 1099

– https://www.irs.gov/pub/irs-pdf/fw9.pdf

– At the end of your tax year: Form 1099

• Typically issue for unincorporated contractor (individual, LLC, LP) 
receiving at least $600 in tax year

– Can be penalties for failure to issue in event of an 
examination by the IRS

– https://www.irs.gov/pub/irs-pdf/f1099msc.pdf

https://www.irs.gov/pub/irs-pdf/fw9.pdf
https://www.irs.gov/pub/irs-pdf/f1099msc.pdf


Monitoring Chapter Finances 

Processes for Protecting Against Fraud 

 Double signatures, authorizations, and documentation

• Multiple layers of approval make embezzlement more difficult

 Segregate duties where possible

• Different people should be tasked with financial tasks for 
extra protection – authorizing payments, reconciling 
statements, reviewing credit card statements (if used) 

• Use and watch automated alerts 



Ten Tips to Remember
• Attend meetings and be informed

• Disclose any actual or potential conflicts of interest and mind employer ethics rules

• Be familiar with your Chapter Articles, Bylaws, and Policies

• Be mindful of advertising income, sale of unrelated goods or other activities which 
could generate unrelated business income

• Think about exceptions to UBI when structuring your events 

• Remember there are state laws to consider when holding raffles plus state charitable 
solicitation registration 

• Provide the necessary information to NIGP National to maintain group exemption 

• Get contracts in place with your vendors, speakers, and other independent 
contractors 

• Put in place protections to prevent fraud and other issues with chapter finances

• File the Form 990, Form 990-EZ, or Form 990N EVERY YEAR!



Questions?

Meg Rohlfing

Venable LLP

575 7th St. NW

Washington, DC 20004

mcrohlfing@venable.com

202-344-4297

Use NIGP National Resources!
http://www.nigp.org/home/membership/chapters/resources

mailto:mcrohlfing@venable.com
http://www.nigp.org/home/membership/chapters/resources

