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ABOUT YOUR FOUNDATION

Since 1973, the Toledo 
Community Foundation has 
provided individuals, families 
and businesses interested in 
the well-being of our 
community with an efficient, 
effective, low-cost, 
professionally managed 
mechanism to achieve their 
charitable goals. 

For philanthropists wishing to 
maximize the impact and life 
of their charitable gifts, the 
Foundation provides 
resources for thoughtful 
giving. Using its expertise and 
personalized services, 
Toledo Community 
Foundation helps donors 
transform their philanthropic 
impulse to measurable 
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Charity Board Members Focus on Taxes

(c) 2009 Dow Jones & Company, Inc. 

NEW YORK (Dow Jones)--Charity board members who don't pay 
attention to their organization's compliance with the law could end up 
paying a price.

A recent federal appeals court decision supported a $409,000 IRS 
penalty against a nonprofit hospital board chair in Texas for unpaid 
payroll and related taxes, and shows the extent to which board members 
can be held personally liable for a charity's decisions.

Nonprofit organizations have been put under financial stress by the 
slumping economy. Add to that the increased oversight of the tax-exempt 
sector by the Internal Revenue Service and there's a greater chance of a 
charity's slip-ups and misdeeds falling onto a board member's shoulders.

"This stuff is starting to spread like wildfire in boardrooms, and people 
are starting to get nervous," says Michael Peregrine, a partner in the 
Chicago office of McDermott Will & Emery LLP who specializes in 
nonprofit law.

It can be difficult for a board member to determine what they must 
account for and what can be left to a charity's staff. Above all, issues of 
tax compliance cannot be ignored. They also are not typically covered by 
insurance policies for directors and officers.

All businesses, including tax-exempt charities, are required to withhold 
Medicare, Social Security and income taxes from employees' wages and 
turn them over to the government in a timely manner. They also must 
pay the employer's share of Social Security and Medicare.
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community impact. Beyond 
the gifting of assets, the 
Foundation helps donors 
identify issues of importance 
to them and inspires 
engagement with community 
organizations addressing 
these issues, thereby 
maximizing the impact of 
charitable gifts and creating a 
greater sense of fulfillment.
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The IRS can impose a penalty equal to the unpaid amount on any 
responsible person. This is typically someone who oversees the tax 
collecting and accounting, but it can include board members who sign off 
on tax forms, participate in everyday financial operations or know about a 
failure to comply.

In the case of the Groves (Texas) Community Healthcare Foundation, 
the appeals court upheld a previous judgment that the board chairman 
was responsible. Factors included his 26 years of board service, his 
signing of tax forms, his wife's employment as chief operating officer of 
the hospital and his paid work as a consultant to the organization, 
according to court documents.

According to court documents, he was aware of past missed payments 
and "has not presented evidence that any measures were taken ... to 
ensure the satisfaction of the outstanding liability" other than "urging the 
executive director to pay the taxes."

When board members make requests to staff, they can be responsible 
for following through by asking for documentary proof or using auditors to 
check compliance. Board chairs who sign the nonprofit tax Form 990 
take on a greater responsibility for the organization's financial situation 
and general decisions.

Board members shouldn't micromanage an organization's paid staff, and 
the Texas case presents some other questions regarding oversight and 
conflicts of interest. But there is a moral to the story: "Board members 
can't just take what management is saying at face value, they must have 
evidence supporting certain actions they're taking," says Frank Kurre, 
national managing partner at the not-for-profit industry practice at Grant 
Thornton LLP.

(Shelly Banjo is a Getting Personal columnist who writes about wealth 
management and philanthropy; she covers topics including tax and 
estate planning, investment strategies, charitable giving and the 
independent sector. She can be reached at 212-416-2242 or by email at 
shelly.banjo@dowjones.com.)

(TALK BACK: We invite readers to send us comments on this or other 
financial news topics. Please email us at TalkbackAmericas@dowjones.
com. Readers should include their full names, work or home addresses 
and telephone numbers for verification purposes. We reserve the right to 
edit and publish your comments along with your name; we reserve the 
right not to publish reader comments.) [ 06-17-09 1154ET ]
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Unsubscribe to this e-newsletter. 
 

This email was sent to you by a community foundation affiliated with the Council on Foundations (COF). If you are not an intended recipient of 
this e-mail, please notify the sender and then delete it. COF policy bars the use of bulk mail lists. If you believe you received this email outside 
of these policies, please let us know at privacy@nmatpublisher.com. Technical support is available if you are having problems with this email. 
This information is provided as a service to you. Product references are not intended as a solicitation, but rather, to provide information and 
address issues raised. Unless otherwise indicated, all service marks are the property of COF. Copyright 2009 Council on Foundations. All 

rights reserved.  
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