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The Leadership Forum each year at our conferences serves to provide chapter leaders – and aspiring chapter leaders – 
with the tools and techniques to run the chapter like a 501c3 business, and this year was no exception.   
 
Returning to open the Forum again this year/ presenting LDEI Part III was Attorney Jackie Henson, a principal in the 
Falls Church, VA office of Ober Kaler Grimers & Shriver.  With over 25 years’ experience in the nonprofit arena 
representing trade associations, public charities, private foundations and political organizations, she counsels 
nonprofits and not-for-profit organizations on a wide range of business and legal matters, including tax, governance, 
lobbying/campaign finance compliance, corporate and executive compensation issues.,  
 
Based upon questions, topics and issues brought forth to CBLs (Chapter Board Liaisons) by LDEI chapter presidents, 
here are some important highlights she presented: 

 
 
IRS requirements for 501c3 charitable organizations 
 

Operational test: primary activity of the organization must be charitable, educational and/or scientific, and 
conducted in the public interest.  It cannot be a primarily social organization in its regular activities. 
 
The organization’s events must be open to the public and service a public purpose, with the exception of 
governance meetings, board meetings, membership meetings, and committee meetings. 
 
“If one chapter messes-up, it should not affect the others, but that’s a should not.” 
 
Inurement:  assets are dedicated to a charitable purpose; they do not belong to any single individual or 
entity.  If ANY inurement exists, it will jeopardize your 501c3 status 
 
Lobbying (attempting to influence legislation):  is permitted only to an ‘insubstantial’ extent.  May make an 
election to spend up to roughly 20% of program budget on lobbying. 
 
Political activity: absolutely NONE allowed.  The slightest bit of political activity jeopardizes the chapter’s 
501c3 status. 
 
Contributions:   you must acknowledge in writing any contributions made to you of $250 or more, and quid 
pro quo contributions (Latin: "This for that". "I want something, you want something. You give me what I want; I'll give you what you want”))  
of more than $75.  “Ladies, write a thank you note!” 
 
Reporting:  must file a Form 990 annually with the IRS 
 
 
Can a 501c3 organization make a profit? 
 

Yes, but how the organization makes its profit is important. 
 
If the organization makes its profit from the conduct of activities related to its charitable purpose, then the 
profit is 4exempt from federal income tax, and there is no limit on the amount of income that the 
organization may make. 
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Having raffles in your chapter is okay. 
 
If the organization makes its profit from the conduct of activities UNRELATED to its charitable purpose, then 
the profit IS subject to federal income tax.  If the profit from these unrelated activities is substantial, the 
organization risks forfeiture of its tax exempt status. 
 
‘What is a related activity and what is not a related activity’ is a factual inquiry (a facts-and-circumstances 
test), so be sure your activity is strongly related to your Mission and Vision:  LDEI is the premier organization 
of influential professional women who are committed to the advancement of education and philanthropy in 
food, beverage, and hospitality for the good of the global community. 
 
Fundraising = “UBI - Unrelated Business Income” = for example: advertising in your newsletter. 
 
Remember:  partnerships are on-going relationships | sponsorships are short-term relationships 
 
 
Long Form 990 – governance questions 
 

Form 990 is the ‘long form’ that all other charities must file if its income was at least $200,000 or its assets 
were at least $500,000.  Failure to file usually results in revocation of charter. 
 
Governance questions don’t have right or wrong answers, but it’s wise to be sensible and prudent in your 
operations: 
 
Does the Board and committees keep minutes of their meetings?  There is no requirement, but it is HIGHLY 
recommended. 
 
Is the organization required to hold an annual membership meeting?  Failure to hold a meeting has no effect 
on the organization’s charter, but it’s good business to establish a schedule of meetings and maintain that. 
 
 
Other questions and topics: 
 

Must chapters donate excess funds by the end of the year?   no 
 
Are reserves allowed?  yes, and are HIGHLY encouraged 
 
Are budgets required?  They could be required as a by-product of state fiduciary duty 
 
Are zero-based/breakeven budgets required?   No 
 
Keep track of social media support of legislation. 
 
13% of International members list “chef” as their primary occupation, as compared to approximately 27% in 
the Atlanta chapter. 
 
Thank you again for the opportunity of such a valuable conference experience! 
Shelley  |  11/25/14 


