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“Where should our organization

get money?”

Nonprofits szres

www.calnonprofits.org




Oakland Nonprofit Seminar of August 8, 2016
Seminar Presentations

What does CalNonprofits do for nonprofits? \»

Lobby and advocate in Sacramento
Research

Help nonprofits exercise their voting force

Nonprofit Overhead Project
Nonprofit Student Debt Project

Health insurance for 19,000 nonprofit staff
Discounts on office supplies etc. for our members

CalNonprofits sz, oo o
. q ‘_ﬁ_ California Form
New publications =

California Attarney General

e« Compliance Checklist: complete list

E’ Seracas Frgrntogtcr lermaal Fre Flesase (RRE-1 6

of forms to file with links to il

blank forms and instructions
http://calnonprofits.org/resources/nonprofit-compliance-checklist

How Nonprofits Can Issue Catonprofits

Tax-Exempt Bonds Financing Toot How
Nonprofits Can Issue

Coming soon: iy

Catarma b st
st

Student Debt Toolkit =" e

.
- 1 Califormia’s nonprofits &
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If you would like a copy of these slides:

Please give me your business card or a
piece of paper with your name and email
on it

If you don’t have an email, give me
your name, organization name and
street address

www.calnonprofits.org

9
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Total Revenue

Contributed revenue Earned revenue

‘o
Cal N 0 n prOfI ts et www.calnonprofits.org




Oakland Nonprofit Seminar of August 8, 2016

Seminar Presentations

More about contributed income sources

—
Total Revenue
@@%/
[ N €sy
[ @@5 @@@
Contributed revenue m@i@@
| | & listy
Institutions Individuals: how we
— ask people
N Churche_s e Mail *  Major gift asks
. Foundatl_ons e Phone-a-thon * Wills
¢ Corporations «  Memberships
¢ Service clubs + Pledges
(Rotary)
Non pl‘OfitS I“:H:'I'I';""".'.I‘I“:”“."-';' www.calnonprofits.org
More about earned income sources 4
% Total Revenue
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@9@@ Income related to your mission Income non-

related to your

Nonprofits

* Government contracts mission

* Fees charged to
consumers

¢ Fees charged to third-

parties

alifornia’s nony
e communities we serv www.calnonprofits.org
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Total Revenue

Contributed revenue

[

Institutions

Individuals
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Earned revenue

Income
related
to your
mission

Income
non-related
to your
mission

www.calnonprofits.org

For each of the following funding sources

1. Types
2. How to find them

3. What they frequently give

4. What they typically require

(what you need)

Nonprofits szres

www.calnonprofits.org
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Foundations

1. Foundation types
¢ Private, family foundations
Ex:: Y&H Soda Foundation, Lesher Foundation
¢ Community foundations
Ex: East Bay Community Foundation, Solano Community
Foundation
¢ Public foundations
Examples: Women’s Foundation of California, Horizons

2. How to find foundations
e Look at similar organizations and see what foundations fund them
¢ Look at foundation websites to see if you fit their criteria

* Foundation Center libraries: Foundation Center libraries:
http://grantspace.org/Find-Us

o
Non prOfIts I“:H:'f:";“" s weserve www.calnonprofits.org

Foundations
g
3. Foundations frequently give:

e Grants of $2,500 +
e Usually for specific projects

4. Foundations frequently require:

501(c)(3) status or working under someone who has it

¢ Excellent writing skills

¢ Ability to frame your work in the language of
foundations

e Patience: it sometimes takes months for them to

decide .
¢ Willingness to have them come visit to your site WJ
¢ People who are very conscientious with paperwork -

uég-‘p"&"

www.calnonprofits.org
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Corporations =9 O
i @ =
1. Corporation giving types =
e Corporations — “corporate giving,” ‘ e u i
“community relations,” advertising =5
e Corporate foundations — usually a separate arm of the
corporation
¢ Mid-sized and small nearby businesses

2. Corporations typically give:

* Small grants of $500 - $3,500

¢ Non-cash (in-kind) donations such as food, unsold
clothing

¢ Event sponsorships

e Scrip (Safeway, Target)

Non pl‘OfitS I”:H:‘f"':“ s we e www.calnonprofits.org

Corporations continued

3. Corporations typically give to:

¢ Non-controversial causes

* Small grants of $500 - $3,500

¢ Nonprofits near the corporate HQ

¢ Nonprofits where a corporation’s employees volunteer
¢ Nonprofits that give a corporation a lot of visibility

Corporations typically require:
e 501(c)(3) status or working under someone who has it

* A connection to a senior employee or volunteer
manager ~§

Nonproﬂts e o www.calnonprofits.org
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Churches and religious organizations

1. Types of church and religious giving

e Churches, temples, congregations

e Church groups (example: United Methodist Women)
¢ They might ask their congregation to donate to you

2. How to find them:
Ask everyone you know!

Non pl‘OfitS ecommuncowe e www.calnonprofits.org

Churches and religious organizations

3. What they typically give

Small amounts

¢ Non-cash (in-kind) donations such as space for
meetings and events

4. Congregations usually require:
Congregation members who are active in your

organization
¢ Willingness to go talk in person and ask for donations

Nonprofits e,

“’ LB
'\' —

& r é’” L 4

v .

www.calnonprofits.org
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Individuals

1. Types of individual donors
e People you know
e  People you ask

2. How to find individuals who will give:

Start with everyone you know

¢ Find out who's giving to similar organizations

¢ Ask lots of people and see who responds (by mail or
phone or social media)

o
Non prOfIts I“:H:'f:";“" s weserve www.calnonprofits.org

Individuals

A

3. What individuals typically give:

e Membership dues

* Annual small-ish donations

¢ Attendance at fundraising event

e Large-ish donations

e Bequests and “planned gifts”

¢ Scrip and candy (etc.) sales

¢ Raffle tickets 4. What individual donors usually want:
* To be asked by someone they know
* To be asked for a specific amount($50, 5

raffle tickets, $10,000)

¢ To be told (in general terms) what it will be

used for (bus costs, music concert)
¢ To be thanked in writing soon after

www.calnonprofits.org
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Ways to ask Individuals J‘ ")

A. Staff and board asks: Pp”
* By mail ¢
e By phone
e By email
* By text
* One-to-onein person
e At an event B. Asking your supporters to ask others:
¢ Send letters to people you know
¢ Send emails to people you know
¢ Ask via Facebook, Instagram, etc.
¢ Sell scrip, raffle tickets, etc.
* Join them at an event
¢ Invite them and a staffperson to lunch
together

AV
CalNonprofits &, wwwcalnonprofits.org

Government

1. Types of government contracts
¢ City, county, state and federal contracts for services
» Typically $10,000 +, often repeat annually

2. How to find government agencies that give:
e Attend events like this one!

¢ Ask similar organizations for suggestions

¢ Ask your elected officials for introductions

CalNonprofits sz

www.calnonprofits.org
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Government
O
3. Government agencies typically contract for:
¢ Health and human services such as help for disabled
people, childcare, homeless shelters, services for elderly,
arts education for children
e Community activities such as festival, health fair

4. Government agencies typically require:
e More than a couple of years in business, credible board

and staff
» Relationships with elected officials and/or administrators
¢ Developed accounting systems P
¢ Tolerance for paperwork and bureaucracy \
uy‘)gﬁ

CalNonprofits

www.calnonprofits.org

Similar organizations get money differently Y .
Business Models for Five Preschools A

100} = — — — —
Consumer—
80 DP‘*’
— D Third-party -
% @ -
] - Subsidy by
§ - organization's
& 40 unrestricted
funds
) .
0

Parent- Govemment- Parentsand Parentsand Parents and
paid paid govemment  fundraising  volunteers

CalNonprofits wemm

www.calnonprofits.org




Oakland Nonprofit Seminar of August 8, 2016
Seminar Presentations

The four rules ':}

1. You need a plan:
What you’re going to do (hold a phone-a-thon)
How much you plan to raise ($1,000: 50 people
who give $20)
Who's in charge (Alicia)
When (July)

2. Everybody has to do something
3. Nobody has to do everything

4. Clear expectations for all

CalNonprofits G,

CALIFORNIA ASSOCIATION OF NONPROFITS

www.calnonprofits.org

The best time to plant a tree is 20 years ago . . . ':)

= —— ]

o
Ca | Non rOfitS Califomia's nonprofits &
p the communities we serve
CALIFDRNIA ASSOCIATION OF NONRRDFITS

www.calnonprofits.org
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.. . and the second best time is

now

www.calnonprofits.org

9
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If you would like a copy of these slides: __}

Please give me your business card or a piece of paper with your name
and email on it

If you don’t have an email, give me your
name, organization name and
street address

‘o
Cal N 0 n prOfI ts et www.calnonprofits.org




Oakland Nonprofit Seminar of August 8, 2016
Seminar Presentations

Fundraising Events and Sales:
What is Taxable?

California State
Board of Equalization

About this Presentation

The contents of these slides do not constitute written
advice from the Board of Equalization under Revenue
and Taxation Code, Section 6596.

The following presentation is to be used only as an
aid to illustrate general tax concepts, but it does not
address every situation.

The Revenue and Taxation Code, regulations, court
decisions and other applicable laws generally control
the decision making process.

Please contact Board of Equalization staff for a
comprehensive response to your specific questions.
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What is a Sale?

» A sale is any transfer of title or possession,
of tangible personal property for
consideration, regardless of when payment
IS received.

What are Total Gross Receipts?

» Total amount received for the sale whether
received in money or other consideration
(e.g. barter or credits for trade-ins.)

» Generally includes charges related to your
sales, such as fabrication labor and
services, etc.
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What is Sales Tax?

» Sales tax is imposed
upon the retailer (seller)

» Seller may be
reimbursed for the sales
tax by their customers

» Tax is due based upon
the gross receipts

What is Use Tax?

» Use tax is imposed on the
consumer (buyer).

» Purchaser owes use tax due
on items purchased (without
tax) for use, stored,
(éonsumed or given away in

A.

» Tax is measured by the
purchase price

* Use tax rate is the same as
sales tax rate
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Two Common Examples

of a Use Tax Transaction

* Items purchased from an
out-of-state retailer.

* Items withdrawn from
inventory for use other than
resale (including use as gifts
and free samples or for
personal use).

Nonprofit and Charitable Organizations

* Are exempt from federal
and state income tax

* May be exempt from
property taxes

* May be eligible for
discounts at the Post
Office

....HOWEVER
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Nonprofit and Charitable Organizations

* There is no blanket
exemption from CA sales
and use tax for Nonprofit
organizations, charitable
or religious organizations.

» Nonprofits are treated just
like any other CA seller
and buyer

...HOWEVER

Nonprofit and Charitable Organizations

* There are special
exemptions available for
certain nonprofits.

* These exemptions are
narrow and available only
to specific nonprofits.
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Nonprofit and Charitable Organizations

“Some organizations may not owe tax on
any of their sales, whereas some
organizations may owe tax on certain
types of sales, but not all sales. Other
organizations may be responsible for tax
just like other California sellers. It all
depends on what type of organization you
are and what your organization’s
practices and activities are.”

Nonprofit and Charitable Organizations

» All sales of tangible
personal property are
taxable unless otherwise
specifically exempted by
law and properly
documented.
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Primary Regulations

* Reg 1570 Charitable Orgs

* Reg 1597 Property
Transferred or Sold by
Certain Nonprofits Orgs

* Reg 1586 Works of Art
and Museum Pieces for
Public Display

Regulation 1570
Charitable Organizations

» The org must be engaged
in the relief of poverty and
distress

* The org’s sales or
donations must be made
principally as a matter of
assistance to purchasers
in distressed financial
condition

* The property sold must
have been made,
prepared, assembled or
manufactured by the org
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Regulation 1570

Charitable Organizations

* If you meet the conditions
of a qualified “charitable
organization” ...

* Your sales are generally
exempt from sales tax
and your purchases (for
the purpose of donation)
are exempt.

Note: equipment and
supplies are still subject to
tax.

Exempt Organizations
per Regulation 1597

Specific organizations that may not be required to
hold a seller’'s permit:

» Parent-Teacher
Associations (PTA)

* Friends of the Library

» Nonprofit Parent Co-op
Nursery School

 Qualified Youth
Organizations
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Special Exemptions

for Sale of Meals and Food

—Served to low-income elderly people
—Sold at schools
—Served by religious organizations

—Furnished by social clubs and fraternal
organizations

—Sold by nonprofit Veterans orgs
—Sold by nonprofit Youth orgs

Special Exemptions

for Sale of Meals and Food

The sale of food can be tax-exempt or taxable,
depending on:

> The type of food,

g r.\‘

The circumstances
under which the food is
sold, and

who makes the sale.
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Conducting Rummage Sales and

Bazaars for Fundraising

Sales of items at rummage sales and bazaars
are usually taxable.

Fundraising on the Internet

In California, your
internet sales of
physical products are
generally taxable.

There is no general tax
exemption for sales
made over the Internet.
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Sales Involving Fundraiser Companies

Sellers permits are not
required if organization
Is a “sales agent.”

Other Types of Nonprofits

* Nonprofit veterans’ orgs
* Religious orgs.

* Social Clubs and
Fraternal orgs

* Orgs providing Health.
Medical & Human
Services

etc...
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Where Can | Get Help?

e Local Board Offices:
www.boe.ca.gov/info/phone.htm

* Website: www.boe.ca.gov

e Taxpayer Information Center
1-800-400-7115
Monday — Friday, 8am to 5pm

* 24 hour voice recordings on specific topics
1-800-735-2929

BOE Nonprofit Page

View our nonprofit industry page
www.boe.ca.gov/industry/nonprofit_organizations.htmi

Tax Guide for

Nonprofit

(i \‘?W Organizations
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Get it in Writing

Requests for written advice can
be emailed to the Board of
Equalization at
www.boe.ca.gov/info/email.html
or mailed directly to the BOE
field office nearest you.

Thank You

Thank you for all the important work you do for
the State of California.
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Sara Matlin, Bilingual Counsel
August 8, 2016

BOLDERADVOCACY

S? Animitiative of Alliance for Justice

For free coaching about laws impacting nonprofit advocacy:

For free tools, fact sheets, and publications

B @AFIBeBold @SaraAFJustice
® BolderAdvocacy
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1. Outline of 501(c)(3) rights and
responsibilities, compared to other
types of nonprofits

. Basics about the rights of 501(c)(3)s
to influence proposed laws (lobby)

. Introduction to nonpartisan civic
engagement (elections)
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Trying to influence
legislation

. " Change
Lobbying Nonpartisan Corporate

Community
BN Behavior

Organizing exceptions

Supporting or
Candidate Influencing

Legislator Opposing
Education Candidates Education Regulations
(Partisan Activity)

Encourage Educational Lobbyin Election
Voting Conferences ying Protection

Get to Know Research Skills Training Litigation

Legislators
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ALLIANCE CE
-
- o

Tax-Exempt

Contributions tax-deductible Tax-Exempt Tax-Exempt

Private Foundation grants

Limited Unlimited Rare and usually
taxable

Nonpartisan: Can’t be primary
Cannot support or activity
oppose a candidate Must follow election

for office laws

Usually,
sole activity
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Automatic test for all 501(c)(3)s

Lobbying is “insubstantial part” of organization’s activities,

but what is “insubstantial”?
Unclear definition of lobbying

Based on paid and volunteer activities

One-time election - IRS Form 5768
Clear definition of lobbying
Dollar-based formula to calculate lobbying limits

Only spending counts, not volunteer time
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for 501(c)(3)s making the 501(h)
election with annual expenditures of $1 million

Direct

/ Grassroots

Non-lobbying
grants, education &
non-lobbying
advocacy

Overall Lobbying Limit | $175,000

Grassroots Lobbying Limit | $43,750
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Communication
Legislator
Expresses a view

about specific
legislation

Communication
General public
Expresses a view
about specific
legislation

Call to action

Communication
Legislator
Expresses a view

about specific
legislation

Communication

General public

Expresses a view
about specific
legislation

Call to action
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Communication

NEIGHEORHOODS
SCHOOL

Expresses a view
about specific

legislation &\ ok /& Ballot Measures

Ballot initiatives

GRASSROOTS '3 Z ; Referenda

Constitutional

Communication
amendments

General public Bond measures

Expresses a view
about specific
legislation

Call to action

Communication
Legislator
Expresses a view

about specific
legislation

Communication
General public
Expresses a view
about specific
legislation

Call to action
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DIRECT
Communication
With a legislator
Expressing a
view about

specific
legislation

Communication
General public
Expresses a
view about
specific
legislation

Call to action

DIRECT
Communication
Legislator
Expresses a view

about specific
legislation

Communication
General public

Expresses a view
about specific
legislation

OCall b o odioo
O OGO
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\ TELL THE LEGISLATURE:
THE RAise THE CIGARETTE TAX.

\
MO RE Call the Maine legislature

THESE =% oo
C0sT, I
THE i+ PROTECT OUR KiDs.
LESS , Not Bic ToBAcco.
THEY'LL »
SMOKE.

THE RAise THE CIGARETTE TAX.

MORE ' -

[

COsT, . \

THE * ProTECT OUR KiDs.
LESS ) Nort Bic ToBAcco.

THEY'LL » ° °

SMOKE.

Lobbying
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Nonprofits can and should lobby;
501(c)(3)s just have to stay within their
annual lobbying limits.

Most 501(c)(3) organizations will benefit
from using the “"501(h) expenditure test” to
determine their lobbying limits.

Many activities that influence policy will not
even meet the definition of “lobbying.”

Contact Alliance for Justice for help!
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CITY OFFICES
MAYOR
CITY OF EDINA
VOTE FOR ONE

JIM HOVLAND

> LINDA MASICA

> write-in, if any
COUNCIL MEMBER
CITY OF EDINA
VOTE FOR UP TO TWOD

CHAD BELL
= MARY BRINDLE
WAYNE DVORAK
2 ANN SWENSON
> write-in, if any

write-in, if any
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Advocating for organization’s
public policy issues
during election year

Educating voters in a nonpartisan Registering voters, getting out
way about candidates the vote

Lobbying/
Advocacy
Campaigns

Criticizing
Incumbents

Legislative
Scorecards
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Lobbying/
Advocacy
Campaigns

Criticizing
Incumbents

Don’t Praise to
Influence the
Elections

Focus on
Legislative Issues

Can Continue
Ongoing Praise of
Incumbent Track
Record

Don’t Praise
Personal
Characteristics

Seminar Presentations

e iV - Bl republicans

r/4 I Do .II AG &‘/ 8

VOTE N
JOIN THE FIGHT TO KEEP LA~
 SAME-SEX MARRIAGE LEGAL e

ggﬁm NoOnProp8.com T ——" prrrri]

{EMBER 4

“CIPC is excited to report that
Governor Brown has signed a
host of pro-immigrant proposals
into law. CIPC applauds the
Governor for continuing to propel
California forward as a national
leader on inclusive, pro-immigrant
policies...”
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Advocating for organization’s
public policy issues
during election year

Educating voters in a nonpartisan

Registering voters, getting out
way about candidates

the vote

2013 L.A. Candidate Questionnaire for the Asian American & Pacific Islander Community

ASIAN PACIFIC AMERICAN
LEGAL CENTER

2013 LA. Candidate Questionnaire for the

Asian American & Pacific Islander Community

m‘ Eric Garcetti

Jobis - Asian Americans have 3 per Pim proud that the LA.

The mast important piece to

Candidate
Questionnaires

Candidate Debates
& Forums

pita incoma of $28,663, signif-
R camy less than the i

have attempted to beng
City, indluding initistives like the Clean Tech

Chamber of Commerce
ranks my council district
number one in job growth.

You can see the results in the dramatic

a fully employed workforce
for all Angelenos is = trained
“ workforce that will attract
new businesses to Los Angeles, | will ensure

corrador, but many of these job: 5
sible to unemployed, lowrincarme, and imite
English proficient Angeleras. Whatwil you
e e ereate mare tculashy i neiph-
bechoads and i noed of eco-
neemic revitalization, and what arc the key
industries and sectors yau would target in
order to reduce unemployment? How wil
Vou ansuea that thess jobs ara acoassibla to
all Angelancs, espacially thase who are
unempiayed, low-incame andar limited
English proficient?

like Hollywaod and Echo Park, and | will

that. access to training
through our Workfarce Investment assets

have & detailed sgenda to revamp our job
training system and prepare our workforce
in every community for the middle class
jobs of today and the jobs of tamorrow.

and ity Colleges, We must provide
a career track, not just a joir, The City must
reinvest money the State returns from the

dissolution of CRA to fill the lack of invest-

ment in our neediest of neighborhoods.
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Advocating for organization’s
public policy issues
during election year

Educating voters in a nonpartisan Registering voters, getting out
way about candidates the vote

No Reference
to Party/Candidate

No Suggestion of
who to Vote for

Make Service
Available to
EVERYONE

Targeting for
NONPARTISAN
reason
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501(c)(3)s can continue advocating for
their issues and engaging their community
during election season, as long as they
keep their activities nonpartisan.

501(c)(3) organizations can take positions
on ballot measures.

501(c)(3) organizations can educate voters,
but should not say (or imply) who is a
better candidate.

501(c)(3)s can register voters and get out
the vote.

§ BOLDERADVOCACY

BEING A PLAYER

A Guide to the IRS Lobbying Regulations
for Advocacy Charities

§ BOLDERADVOCACY ADVOCACY CAPACITY TOOL =

Las Ca
Pt

Al elogie S01(h], una Organizacion Pueds Aprovechar al Maxime su Limite de
Cabaldea




Oakland Nonprofit Seminar of August 8, 2016
Seminar Presentations

"*‘- 4 .

For free coaching about laws impacting nonprofit advocacy:

For free tools, fact sheets, and publications

B @AFIBeBold @SaraAFJustice
® BolderAdvocacy
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Property Tax Exemptions
for
Non-Profit Organizations

State of California
Board of Equalization

County-Assessed Properties Division
Property Tax Department
Sacramento, CA

Property Taxation
(ad valorem taxes)

> In California all property is taxable unless
specifically exempt

» Exemptions -most are not automatic

> Property
-Land, buildings and business personal property

» Publication 29, California Property Taxes, An
Overview  (www.boe.ca.gov)
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County Property Tax
Administration

» Assessor - Values Property
- Applies Exemptions

» Auditor - Computes Tax Rates
- Calculates Fixed Charges
- Calculates Special
Assessments

» Tax Collector - Mails Tax Bills
- Collects Payments

. - Issues Refunds

Administration of Exemptions

» Exemptions administered by County
Assessors

» Exemptions jointly administered by
Board of Equalization and County
Assessors

e
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Exemptions Administered Solely
by County Assessors:

»Homeowners’ »College

»Disabled Veterans’ »Lessor’s

»Church »Free Public

>Religious Library/Museum

>Public School »Historical Aircraft
- Charter Schools »Cemetery

may also qualify for

I Public School

Exemptions Jointly Administered by
Board of Equalization and County
Assessors:

»Veterans’ Organization Exemption

»Welfare Exemption

e
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Welfare Exemption

» Non-Profit organizations provide for the welfare
of the community

» Jointly administered by Board of Equalization and
local County Assessor

» Allows broadest exemption of property

» Property owned or property leased from another
entity receiving Welfare Exemption

.

Qualifying Purposes of the
Welfare Exemption

Charitable
Religious
Hospital
Scientific

YV VYV

Educational purposes may qualify
(Property Tax Rule 143)

e
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Eligibility for the Welfare Exemption

= Non-Profit Organizations - Charitable,
Religious, Hospital, Scientific

= Tax Exempt Status - IRS under IRC
§501(c)(3) or FTB under R&TC §23701d

= Property used exclusively for qualified
exempt activity

.

Organizations that file for the
Welfare Exemption

~ Religious ~ Organizations
Organizations Involved with

> Charities Rehabilitation

> Museums » Hospitals

> Theaters > Clinics

» Zoological » Low Income Housing
Associations > Non-profit Schools

» Open-Space > Historical
Preservation Associations

e
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Two-Part Process for
Welfare Exemptions

Organization applies to:

1. Board of Equalization for the
Organizational Clearance Cetrtificate (OCC)
and in some instances also a

Supplemental Clearance Certificate (SCC)

2. County Assessor for the
Welfare Exemption on property

.

Part I-Application for Welfare
Exemption (BOE)

Forms filed with the Board of Equalization

v Form BOE-277, Claim for Organizational Clearance Certificate-Welfare
Exemption

OR

v Form BOE-277-LLC, Claim for Organizational Clearance Certificate-
Welfare Exemption-Limited Liability Company

v Form BOE-277-L1, Claim for Supplemental Clearance Certificate for
Limited Partnership, Low-Income Housing Property-Welfare Exemption

e
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Organizational Clearance Certificate
(0CQO)

Requirements

OCC claim form filed with the Board of Equalization
www.boe.ca.gov
v'Articles of Incorporation (formative documents)
v'Tax Exempt Status letter from IRS or FTB

v'Financial Statements-income statements and
balance sheets

v'Description of organizations activities

.

Accessing the Organizational

Clearance Certlflcate clalm form (BOE)
» BOE website: e Cca.dov
- Taxes & Fees

- Property Taxes
v Property Taxes Overview
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Accessing the OCC Claim Form
(BOE), cont’d

» Property Tax home page

Mot Topies

Accessing the OCC Claim Form
(BOE), cont’d

» Welfare Exemption home page
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Accessing the OCC Claim Form
(BOE), cont’d

» Claim forms filed with the BOE

T e a— — .

P ——————

Claim Forms for Organizational Clearance Certificate or Supplemental Clearance
| Certificate for Managing General Partner

Completing the OCC Claim Form

(BOE)

» Checklist pages 1-2

CHECKLIST FOR CLAIM

| THE FOLLOWING DOCUMENTS MUST BE SUBMITTED WITH THE CLAIM FORM.
IF ALL DOCUMENTS ARE NOT SUBMITTED, YOUR CLAIM WILL BE RETURNED,

FORMATIVE DOCUMENTS

Corporations: Copy of the articles of incorporaticn and each amendment. if any. cenified by the Secretary of State
N i opy of the trust . etc., and each amendment, if any.

TAX-EXEMPT STATUS LETTER

Copy of letter(s) evidencing exemplion from federal Income tax [section S01(ck3} of the Internal Revenue Code),
andior & copy of the letler evidencing exemption from state franchise of income tax (saction 23701d of the Revenue
and Taxation Code.) If your Internal Revenue Service tax-exempt status letter has an advanced ruling period that has
expired. please include an updated IRS status lefer

If the tax axempt lefter is @ group ruling letler, submit that your ong. falls under the
group ruling leter

FINANCIAL STATEMENTS

Copy of lincome and balance shee! {assets and liabiities). and notes 1o financial
staterments for the calendar or fiscal year immediately preceding the claim year and each subsequent year 1o date.
For axample. if filing for fiscal year 200807 in 2008, financial statements for calendar or fiscal years ending in 2005,
2006 and 2007 must be submitted. Check registers and/or tax return forms 290 are not acceptable substitutes for
financial statements.

ACTIVITIES

[ the activities of the organization. For example. pamphlets, brochures, and
wal pages are acceptable forms of documentation
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ompleting the OCC Claim Form

(BOE), cont’d
» Form BOE-277, page 3

o CLAIM FOR CLE# E -
WELFARE EXEMPTION

ogaeied st it with e g o Fipsatiation, Courty
oo Drvssson, 1 B BATATS, Somramenmy, CA B4TTS-000

ALTFORNIA
QUALTZATION
P —— |

FORMATIVE DOCUMENTS
115 THIS ORGANIZATION A CORPORATION? [T vES

FEno 1 YES, go to (A) bolow, if NO, go 1o (13} balow
A Date of Incomporntion (Date filed wih Sacretary of St}
Dhaters of 08 ersomd

it 1o thes Artcion of Incorposaton, i any

WCORPORATICN, AND EACH AMENOMENT, CERTHD 07 THE SECARTANY OF STATE L
ot Corgarzaten Chate Med wis Sacrotary of Siots)
% of al 1 e € of ot documant avsdencing e naturs of e oo

st

o OF THE CONSTITUTION, Toruss
TAX-EREWFT STATUS LETTER
%155 THE GHOANGATION EXEUET FROM ESIBHAL IMGOME TAL UNDER THE PRISMESIGNS OF SECTION A0 OF T
INTERMAL REVENUE CODE ANDIOR EXEMPT FROM STATE FRANC TAX LINDER THE PROVI S OF
SECTION 23701d OF THE REVENLIE AND TAXATION CODE?
YES [INO 11 YES, altach o copy of tha ktler avidencing the
1fNO, Ba organization i not sligtle for the i
[ p—— gt b
oxct
FINANCIAL STATEMENTS
3 DOES THE ORGANIZATION HAVE
[ it cope of o financial 5

Cre AMENTIMSENT

mmpbon
v urjoss it b2 8 voluniser firs department, or publc incikty
sder 0 SO1{CHA) of the intermal Rovomss

HTIFIET

3 {AUCHTED FINANCIAL STATEMENTS
ponrvis, for By c

honvdar of fiscal yao Do

YES [ NO
dined iha el yoar and for sach subseguont =

Completing the OCC Claim Form

(BOE), cont’d
» Form BOE-277, page 4

® a2 ia] = [ues =) | IBLE e

A s e

ACTIVITIES

B 15 THIS mu.\a\m)m 10N ORGANIZED AND OPERATED FOR CHARITABLE . RELIGIOUS, HOSPITAL, ANDYOR SCIENTIFIC
PURPOS] ES [INO  If YES, plonss identfy he pulpo'n’ » of the organizabion and provide sddibonal sMonmabon as
7 balow I ey b peovidod on o supplomental attachment

CHARITABLE PURFOSE: CHEGK THE 50X THAT BEST DF2
I SOCIAL SERVICES
17 Leww IN(_(JMI HOLISIMG ANL

IBE S THE ORGANIZATION T AGTIVITIE

OR ELDERLY HANIHCAPPED HOUSING

| MANA GENERAL PARTNER OF LIMITE * THAT CANNE AND HOLISINC
PROPLATY. Sutimi 8 © S———— ate, BOE-2TT-LY, for property
I ©THER

RELIGIOUS PURPOSE . CHECK THE BOX THAT BEST DESERID
71 CHURCH, O CHURCH AND SCHOOL

T HOUSING OF RELIGIOUS PERSOMNEL
r OTHER

THE ORGANIZATION'S ACTIVITIES

HOSPITAL PURPOSE . CHECK THE BOX THAT BE =
of ulte, andowmant

ddncratr
HOSPTAL
MULTLSPECIALTY CLINIC
1 OTHER
SCIENTIFIC PURPOSE. GHEGK THE BOX THAT BEST DESSRIBES THE ORGANIEATION S AGTIVITIES

CHARTERED BY THE COb
INVESTIGATION, RESEARL
MEDICAL RESEARCH
OTHER

ECTIVE 15 TO ENCOUR, OR CONDUGT SCIENTIF
NEFIT OF THE COMMUNITY AT LARG

RESS OF THE UNITED STATES ¢
1 AND DISCOVERY FOR THE BE

B STATE FULLY ALL ACTIVITIES IN WHICH THE ORGANIZATION 15 ENGAGED, INCLUDE ALL ACTIVITIES SINCE JANUARY 1 OF
FRIOR YEAR, AND PROVIDE DOCUMENTATION DESCRIBING THE ACTRATIE
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Part II-Application for Welfare
Exemption (County Assessor)
Forms filed with the local County Assessor

v Form BOE-267, Claim for Welfare Exemption (First
Filing) OR

v Form BOE-267A, Claim for Welfare Exemption (Annual
Filing) OR

v Form BOE-269AH, Claim for Veterans’ Organization
Exemption

Supplemental Affidavits for certain uses
Form BOE-267-H, Housing-Elderly or Handicapped
Form BOE-267-L, Housing-Lower Income Households
Form BOE-267-L1, Low-Income Housing Property of LP
Form BOE-267-R, Rehabilitation-Living Quarters

NN NN

Exemption Claim Forms

(County Assessors)

> Fc|>rm)BOE—267, Claim for Welfare Exemption (First
Filing
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Welfare Exemption Claim
(County Assessors)

> After first filing, Welfare Exemption claim due
annually, February 15

> File for each property location

» Exempt activity must commence within 180 days
of acquisition

> Assessor performs site visit

.

Retroactive Filing with County
Assessors

» Eligible from date the property is acquired

» May file claim for prior years, however statute of
limitations for a refund is 4 years

» Maximum late filing penalty - $250 per year
» Late filing penalty deducted from refund
» Separate claim filed for each property and year

» Document exempt activity on each claim

e
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Property Used by Other
Organizations

» Exempt use only

» Outside organization must be non-profit:
- IRS under IRC §501(c)(3), 501(c)(4) and/or

- FTB under R&TC §23701d, f, or w

» Owner must have user’s tax exemption letter on

n

Property Used by Other
Organizations, cont’d

» Property used by other organizations once a week
or less does not require a claim... but

= Meetings must be incidental
= Owner must have user’s tax exemption letter
= No commercial or for-profit activities

= Occasional user and property use must meet requirements
of R&TC 8§214(a)(1) to (5)

» Property used more than once a week requires the other
gualifying organization to obtain an OCC (BOE) and
Welfare Exemption Claim (County Assessors)

(Be wary of fundraising by other organizations — see AH 267
Part I, Chapter 3-pg 29 and Chapter 4-pg 49)
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Partial Exemption

» Property may qualify for a full or partial exemption
» Exemption is pro-rated for use — not time
» Exemption is reviewed annually as of January 1

» Vacant, unused, or excessive land does not
qualify

.

Property Tax Exemption

Board of Equalization Assessor

e
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Board of Equalization Website
www.boe.ca.gov

» Revenue and Taxation Code section 214:

» Assessors’ Handbook Section (AH 267), Welfare,
Church, and Religious Exemptions:

» Claim for Organizational Clearance Certificate:

> Irrevocable Dedication and Dissolution Clause
language:

-

Board of Equalization Website,
cont’d
www.boe.ca.gov
> Publications and Forms

> Publication 149 — Property Tax Welfare
Exemption:

> Publication 48 — Property Tax Exemptions for
Religious Organizations

e




Oakland Nonprofit Seminar of August 8, 2016
Seminar Presentations

Board of Equalization Website,
cont’d
www.boe.ca.gov

» Frequently Asked Questions:

» List of Eligible Organizations:

» Taxpayers’ Rights Advocate Office:

-

Exemption Contact Information

» Board of Equalization County-Assessed
Properties Division:

1-916-274-3350
» Board of Equalization Exemptions Section:

1-916-274-3430
» County Assessors contact information:

e




Oakland Nonprofit Seminar of August 8, 2016
Seminar Presentations

Thank you!

Your work as a non-profit is vital to our
community. Thank you for enhancing the
lives of your fellow Californians!

State of California
Board of Equalization

.

State of California
Franchise Tax Board

Exempt Organizations Filing and
Compliance - General Information

FTB 932
916.845.4171
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Overview

» Application Process

e Filing Requirements

» State and Federal Differences

e Suspension, Revocation, and Dissolution
« Resources

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)

Application Process

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)
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Application Process

To receive tax-exempt status in California, an organization
must file one of the following with the Franchise Tax Board:

o Form 3500, Exemption Application.

o Form 3500A, Submission of Exemption Request - for
organizations that have already been granted tax-exempt
status by the Internal Revenue Service (IRS)

Exempt Organizations

FTB 932 (REV 08-2016)

Filing and Compliance I

Application Process - Form 3500

State which California R&TC section they are applying for.
Answer questions on SIDE 1 through SIDE 8.

Complete the Specific Section Questions listed for the R&TC
section they are applying under.

If applicable, complete Schedule A (churches), Schedule B
(hospitals) or Schedule C (credit counseling organizations)

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)
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Application Process - Form 3500

The following must be attached:

o $25 Application fee, payable to the Franchise Tax Board.
« Copy of organization’s creating document.

o Copy of organization’s bylaws or proposed bylaws.

May also be required:

« Covenants, Conditions, and Restrictions (CC&R) if the
organization is a homeowner’s association.

o Trust Agreement if the organization is organized as a trust.
o Afederal determination letter.

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)

Application Process - Form 3500A

For organizations that have never had California exemption

o Answer questions in Parts I, Il, and Ill

« Attach a copy of the federal determination letter received
from the IRS granting exemption under Internal Revenue
Code Sections 501(c)(3), 501(c)(4), 501(c)(D), 501(c)(6),
or 501(c)(7).

The effective date of California exemption will be the date of
exemption as listed on the federal determination letter.

If the federal effective date is later than the incorporation
date, the organization should consider filing Form 3500.

Exempt Organizations

Filing and Compliance I ‘ FTB 932 (REV 08-2016)
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Application Process

FTB treats Form 3500 and Form 3500A as:

* A revivor request if the organization is suspended.
* A claim for refund.

e Arequest for reinstatement of exemption if an
organization had their tax-exempt status revoked as a

result of non-filing or non-payment of a balance due.
(Must file Form 3500)

Once exemption is granted, Form 3500, Form 3500A, and
all supporting documents become open to public inspection.

Exempt Organizations

‘ FTB 932 (REV 08-2016)

Filing and Compliance I

Filing Requirements

Exempt Organizations

FTB 932 (REV 08-2016)

Filing and Compliance I
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Filing Requirements

Tax-exempt organizations may have to file one or more of
the following:
« Information Returns

. Form 199 — California Exempt Organization Annual
Information Return

. FTB 199N — California e-Postcard - Available online only
o Income Tax Returns (to report taxable income)

. Form 109 — California Exempt Organization Business
Income Tax Return

. Form 100 — California Corporation Franchise or Income
Tax Return

Exempt Organizations

Filing and Compliance I ‘ FTB 932 (REV 08-2016)

Filing Requirements - Information Returns

All organizations must annually submit an information return
to the FTB except for the organizations that have received
California exemption as:

e a Church
* a Political Organization under 23701r
* a Pension Plan or IRA

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)
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Filing Requirements - Information Returns

199 or 199N?

* Form 199 is required to be filed annually for organizations
with total gross receipts (including pledge income). “normally”
above the minimum amount (aka filing threshold).

* FTB 199N is filed for organizations whose normal income is at
or below the minimum amount (aka filing threshold).

* The term "normal" means an average of up to 3 years.

* Private Foundations and Nonexempt Charitable Trusts must
file Form 199 regardless of income amounts.

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)

Filing Requirements - Form 199N

FTB 199N, California e-Postcard, requirements:

* Exempt organizations may choose to file FTB 199N,
California e-Postcard, if they have a gross receipts average
less than the minimum amount (aka filing threshold).

* Filing the California e-Postcard is free.

* California e-Postcard can only be filed online through the FTB
Charities and Nonprofits website.

* The organization may choose to file the complete Form 199.

Exempt Organizations ||ﬂ=’

Filing and Compliance I &v FTB 932 (REV 08-2016)
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Filing Requirements - Form 199 Filing Fee

Organizations pay a $10 fee if they file and pay on time.
(The fee is $25 if they file and/or pay late.)

Exceptions to Form 199 filing fee:

Organizations which have received tax-exemption under R&TC
Section 23701(d) can request a fee exception if they are:

o Exclusively religious or controlled by a religious organization.
¢ A school.
o A publicly supported charitable organization.

The fee exception must be requested by checking the
appropriate box on Form 199.

Exempt Organizations

Filing and Compliance I ‘ FTB 932 (REV 08-2016)

Filing Requirements - Due Dates & Penalties

* Form 199 or FTB 199N must be filed on or before the 15th
day of the 5th month after the close of the organization’s tax
year.

* An automatic 7 month extension is given to file Form 199 if
the organization is not suspended on the original due date.

« FTB imposes a $5 per month late penalty if an organization
does not file Form 199 by the extended due date.

o The maximum penalty is $40.

* There is no penalty assessed for filing a late Form 199N.

* Organizations that fail to file their Forms 199 or 199N for

three consecutive years may have their exemption revoked.
£

Exempt Organizations

)
Filing and Compliance I ‘Q@ ‘ FTB 932 (REV 08-2016)
N
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Filing Requirements - Income Tax Returns

* Organizations that have unrelated business income (UBI)
must file Form 109, California Exempt Organization
Business Income Tax Return or Form 100, California
Corporation Income or Franchise Tax Return.

* See the IRS Publication 598 - Tax on Unrelated Business
Income of Exempt Organizations, for the detailed
explanation of UBI.

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)

Filing Requirements - E-file

e Effective 1/1/2015, Form 199 must be electronically filed if
it was prepared using tax preparation software.

e Hand-prepared Form 199 may still be submitted by mail.
* Penalties will be assessed for not e-filing.
* E-file Waiver available online (request waiver before filing.)

[y, ¢

i

Exempt Organizations

Filing and Compliance I ‘ FTB 932 (REV 08-2016)
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State and Federal Differences

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)

State and Federal Differences

Minimum Tax

 California Law imposes a minimum $800 franchise tax for
all corporations that are not specifically exempt.

¢ Federal Law does not have a minimum tax.

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)
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State and Federal Differences

Churches

e For federal purposes, churches that meet the
requirements of IRC section 501(c)(3) are automatically
tax-exempt and do not have to apply for recognition of tax-
exempt status from IRS.

e For California purposes, churches must file an Exemption
Application (Form 3500) along with all required
documentation and FTB must make a determination that
the organization qualifies for tax-exempt status.

Filing and Compliance FTB 932 (REV 08-2016)

Exempt Organizations I

Suspension, Revocation,
and Dissolution

Filing and Compliance FTB 932 (REV 08-2016)

Exempt Organizations I
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Franchise Tax Board Suspensions

Reasons for FTB suspension include:
« Failure to file a return.
« Nonpayment of balance due.

o Failure to pay a penalty imposed by the Secretary of State
(collected by FTB) for failure to timely file a Statement of
Information with SOS. (see next slide)

Organizations that are FTB suspended will have their tax-
exempt status revoked, and will need to re-apply for exemption.

Filing and Compliance FTB 932 (REV 08-2016)

Exempt Organizations I

Secretary of State (SOS) Suspensions

Reasons for SOS suspension include:

o Failure to file a Statement of Information with SOS.

« File this form online through SOS website at sos.ca.gov
(HOA’s must file their Statements of Information in the mail.)

SOS Suspensions are automatically reported to FTB.

Organizations that are SOS suspended will have their tax-exempt
status revoked by FTB, and will need to re-apply for exemption.

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)
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Attorney General’s Office,
Registry of Charitable Trusts
Charities and organizations with charitable assets may be

required to register and file with the Attorney General’s (AG)
Office, Registry of Charitable Trusts (RCT).

Organizations that fail to comply with RCT requirements are
reported to FTB and may have their tax-exempt status
revoked.

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)

Dissolving an Exempt Organization

Organizations that are discontinuing operations must
formally dissolve to avoid having to pay minimum tax.

The following resources provide guidance:

e FTB Publication 1038 - Guide to Dissolve, Surrender, or
Cancel a California Business Entity.

* Attorney General’s Publication , General Guide for Dissolving
a California Nonprofit Corporation (available on the AG
website: oag.ca.gov and search for “dissolve”).

* QOrganizations incorporated in California, or organizations
incorporated in another state and qualified to conduct
business in California must submit forms with the Secretary
of State (forms available on the SOS website: sos.ca.gov and
search for “dissolve”).

Exempt Organizations

Filing and Compliance I ‘ FTB 932 (REV 08-2016)
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Resources:

o FTB Exempt Forms and Publications
o Exempt Organizations Webpage
e Contact Information

Exempt Organizations

Filing and Compliance I FTB 932 (REV 08-2016)

FTB Exempt Forms and Publications

e Pub. 927 - Introduction to Tax-Exempt Status

o Form 3500 - Exemption Application

o Form 3500A - Submission of Exemption Request

o Form 3557E - Application for Certificate of Revivor

e Pub. 1077 - Guidelines for Social and Recreational Orgs

e Pub. 1068 - Exempt Organization - Filing Requirements & Fees
e Form 199 - California Exempt Org Annual Information Return

o FTB 199N - California e-Postcard — Online only

e Form 109 - California Exempt Org Business Income Tax Return

o Form 100 - California Corporation Franchise or Income
Tax Return

Exempt Organizations

Filing and Compliance I ‘ FTB 932 (REV 08-2016)
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Exempt Organizations
Website: ftb.ca.gov and search “charities”.

The Exempt Organizations Unit webpage includes:

* What's new

* Filing requirements

* Tax-exempt process

* Exempt forms and publications

* Exempt organizations list

* Revoked exempt organizations list

* Links to other agencies you may be required to file with

Webpages are continuously updated with new information.

Filing and Compliance ‘ FTB 932 (REV 08-2016)

Exempt Organizations I

Contact Information:

EXEMPTS ORGANIZATIONS UNIT MS F120
FRANCHISE TAX BOARD

PO BOX 1286

RANCHO CORDOVA CA 95741-1286

For more information, call FTB’s Exempt Organizations Unit
at 916.845.4171, weekdays, 7 a.m. to 4:30 p.m., except
state holidays.

Or go to ftb.ca.gov and search for charities.

Exempt Organizations

Filing and Compliance I ‘ FTB 932 (REV 08-2016)
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Payroll Tax 5
and the

i Empl ym

-
EDD 5355
Depar lm
_____-‘"—
ornia

Introduction

Taxpayer Education and
Assistance Program

Ceciilia Yin
www.edd.ca.gov

Taxpayer Assistance Center:
1-888-745-3886
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Agenda

EDD Overview

Types of workers
Wages

Nonprofit organizations
Special Exclusions

Methods of financing Unemployment
Insurance (Ul)

Reporting and depositing forms

Resources

EDD Overview

Unemployment Insurance Branch
State Disability Insurance Branch
Workforce Services Branch

Tax Branch
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Types of Workers

* Employees
» Statutory
»Common Law
» Excluded

* Independent Contractors

Resources:

- Employment (DE 231)
- Types of Employment (DE 231TE)

Statutory Employee

A worker who is not considered to be a common law

employee but is an employee by law under a
specific statute.

Examples:
« Officer of a corporation.
 Certain Limited Liability Company members.

Resources:

- Statutory Employees (DE 231SE)
- Limited Liability Entities (DE 231LLC)
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Primnary Factor for
Common Law Employee

The right of the principal, whether
or not exercised, to control the
manner and means of the worker
accomplishing a desired result.

Secondary Factors for
Common Law Employee

Distinct trade or
occupation

Supervision
Skill level

Tools and place of
work

Length of time
Method of payment

Regular part of the
business

Belief of the parties

Extent of actual
control

Services benefit the
principal

Ability to earn a
profit or incur a loss
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Excluded Employees

Certain employees and specific types of
employment are not subject to one or
more state payroll taxes.

Example include:

« Employees of a church or convention or
association of churches.

Resource:
- Exempt Employment (DE 231EE)

Independent Contractor

The company has the right to control
or direct only the results of the work
and not the means and methods of
accomplishing the results.
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Wages
Payments made to an employee for services
performed:

* Checks
e Cash

* Non-cash

»Lodging and meals
»Personal use of company vehicle

Resource:

- Wages (DE 231A)
- Types of Payments (DE 231TP)

Registration for Nonprofit Entity

* Must register within 15 days after
paying wages in excess of $100 in a
calendar quarter.

» Registration Form for Nonprofit Employers
(DE 1NP).

e-Services for Business

https://leddservices.edd.ca.gov
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2015 State Payroll Taxes

L Employer Employer Employee Employee
Pays

Rate 3.4% 0.1% 0.9% DE 44
‘Cfnglf $7,000 $7,000 $104,378 None

Types of Nonprofit Organizations

Nonprofit organizations exempt under Internal
Revenue Code (IRC), Section 501(c)
organizations, include, but not limited to:

 Religious and charitable organizations
« Social welfare organizations

* Federal credit unions

» Social and recreational clubs

* Public Entitles
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Taxability of Wages for
Nonprofit Organizations
Nonprofit organizations, except for special

exclusions for some Section 501(c)(3) IRC
organizations, are subject to:

Unemployment Insurance (Ul)
Employment Training Tax (ETT)
State Disability Insurance (SDI)
Personal Income Tax (PIT)

Resource:
- Nonprofit and/or Public Entities (DE 231NP)

Examples of Nonprofit
Section 501(c)(3) IRC Special
Exclusions from Ul and SDI

» Services for a church, convention of churches,
or organization operated primarily for religious
purposes.

» Services by a duly ordained, commissioned, or
licensed minister or member of religious order.

» Services for a rehabilitation program by a
participant in the program.
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Taxability of Wages for Nonprofit
Section 501(c)(3) IRC
Special Exclusions

* Employees are exempted from Ul and
SDI coverage, and their wages are not
subject to Ul, ETT, and SDI taxes.

* Employee wages are subject to PIT
withholding (some exceptions).

Elective (Specialized) Coverage
for Exempt Employees

* Employers may elect Ul and SDI for
exempt employees.

— Application for Unemployment and
Disability Insurance Elective Coverage
For Employees Exempted Under the
California Unemployment Insurance
Code (DE 1378).
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Elective (Specialized)
Coverage Requirements

* Request must be in writing, filed with and
approved by the EDD.

* Election must remain in effect for at least
two complete calendar years.

» Termination request must be in writing.

Resource:

- Specialized Coverage (Elective Coverage for Exempt
Workers) (DE 231SC)

Methods of Financing Ul

Nonprofit organization exempted under
Section 501(c)(3) IRC may select one of
the two methods of financing the Ul costs.

» Tax rate method, or
* Reimbursable method
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Tax Rate Method

* New employers are assigned a 3.4 percent
Ul rate for a period of two to three years.

« Employers pay a percentage on the first
$7,000 in wages paid to each employee in
a calendar year.

* Ul rate schedule and amount of taxable
wages are determined annually.

« EDD notifies employers of their tax rates
each December.

Resource:
- California System of Experience Rating (DE 2312)

Reimbursable Method

Employer must reimburse the EDD on a
dollar-for-dollar basis for benefits paid to
former employees.

EDD sends a Statement of Account
(DE 2176) to bill the employer.

Election must remain in effect for not less
than five complete calendar years.

Employers will remain liable to reimburse Ul
benefits for three calendar years after
terminating the election.
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Reimbursable Method
Potential Liability

Nonprofit organization

* Pay 100 percent of regular benefits and only
50 percent of extended benefits.

« Potential liability of $28,800 per employee.

Resource:

Potential Liability for Unemployment Insurance
Benefits When Electing the Reimbursable Method
of Financing Under the California Unemployment
Insurance Code (CUIC) (DE 1378F)

Electing the Reimbursable Method
for Ul

 File a Selection of Financing Method by a
Nonprofit Organization Described in Section
501(c)(3) of the Internal Revenue Code
(DE 1SNP).

* Include copy of the exemption letter or copy of
IRS Form 1023, Application for Recognition of
Exemption Under Section 501(c)(3).

» The effective date is the first day of the
guarter in which it is filed.
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Reporting and Depositing
Forms
* Report of New Employee(s) (DE 34)

» Report of Independent Contractor(s)
(DE 542)

« Payroll Tax Deposit (DE 88)

* Quarterly Contribution Return and
Report of Wages (DE 9)

* Quarterly Contribution Return and
Report of Wages (Continuation) (DE 9C)

Resources

 California Employer’s Guide (DE 44)
» Fact Sheet: Payroll Taxes (DE 8714E)
» Casual Labor (DE 231K)

* Employment Work Status Determination
(DE 231ES)

* Employment Determination Guide (DE 38)

* Determination of Employment Work Status
(DE 1870)

* www.edd.ca.gov/Payroll_Tax_Seminars/
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Thank you
for attending!




