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Charities Advisory Council Meeting Minutes
June 12, 2015, 10:00 am – 2:00 pm
Conference Center at SeaTac Airport, Tokyo Boardroom


Present:  Stuart Grover, Carrie Green, Moonwater, Pam Floyd, Judy Andrews, Adam Borgman, Mike Plymale, Tsering Cornell, Rebecca Sherrell, Teresa Glidden and Patrick Reed.
Absent:  Sarah Shifley, Nola Grier, Tamara Watts, Mary Giannini,

Agenda Item #1:  Call to Order
Stuart began the meeting by welcoming the members of the Charities Advisory Council.

Agenda Item #2:  Old Business

Review of January 16, 2015 Meeting Minutes:  One correction was noted on the last page, last action item: “Wed” should be “Web.”  Pam will send “Web” statistics to council members.  A motion was made and seconded to accept the corrected minutes.  Motion carried.

Review of any Action Items:  None – all action items were completed. 

Cancer Charities:  Tsering responded regarding the Cancer Charities Multi-state case.  Tsering explained that Sarah has been involved in this case and is currently on vacation, but would be willing to answer questions when she returns.  

Stuart was curious if Washington State has plans to pursue legal action, knowing there has been press about legal action in Minnesota.  Tsering wasn’t able to confirm or deny whether action would follow in Washington, but is aware of action in other states.  Members asked for clarification about what the action is in Minnesota. According to the article, the Minnesota AG is alleging misrepresentation and Tsering is willing to take any comments or concerns the council may have to the consumer protection division about TVI, Inc.

A member asked Tsering to explain what the situation is about in the other states.  Charitable organizations can sell clothing and household items to Value Village at a per pound rate.  If a member of the public purchases something from Value Village, they may feel they’re helping charity, but the claim Minnesota is making is that a very small percentage is actually going back to the charity.

There is also some IRS implications as well.  The Minnesota Attorney General has alerted the IRS.  The IRS has yet to comment on this, but Tsering imagines this will become a larger issue nationwide.

Is the concern how Value Village is handling that, and/or is there a concern that the charity that is dropping the donations off that they are involved and aware? 
Minnesota’s concerns are two-fold; (1) misrepresentation to where your donor dollars are going and they’re ripping off the charities that could get more for their dollar for these items they sell, (2) Concern about the charities are letting donors decide what the value of the item donated is worth.  
A council member asked, “What is the appropriate method to putting a value on in-kind donations?” 
Another member explained that the IRS standard is fair, true market value.  It is the donor’s responsibility to come up with the value. The Goodwill and Salvation Army have recommended values on their website.  If the IRS should challenge the donor, it will be up to the donor to prove how they came to that valuation.  The recipient charity needs to stay out of the tabulation completely.     
If the donation is a car, real estate, valuable art, those are different scenarios where you should get appraisals, except for the car.  If you sell the car, you report what you sold the car for to the IRS.  

Several council members suggested putting together a fact sheet – one for the public and one for nonprofit organizations, regarding the proper method to putting a value on the various types of in-kind donations.

A motion was made that an informational sheet on in-kind donations be created for donors and nonprofits and offered to the public.
The Motion was seconded.
There was no further discussion
Votes were cast. Motion passed.

Mike offered to provide a draft of the informational sheet.
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Agenda Item #3:  

Rebecca requested that the council offer some suggestions for new members. Since Pam Toal and Alma Navarro have resigned from the council.  Pam has moved out of the area and Alma has personal reasons that required her to resign.  With their resignations, it brings the council to a total of ten members and the regulations require a minimum of eleven.  Rebecca reminded the council of the counties Pam and Alma represented and, although not required, keeping a similar geographic location would be preferred.  We would like to forward candidate information to Secretary Wyman by March.
A member thought perhaps Pam or Alma might be able to offer suggestions of leaders in their area.

Agenda Item #4:  Education and Outreach Discussion Topics

Mike raised an issue regarding new nonprofit organizations that usually open a bank account.  He added there is a small, local bank that will provide a packet to new nonprofits with information on compliance.  Mike suggested it might help to get the word out if the Secretary of State (SOS) works with the banks and credit unions to include the SOS insert in the information packets. Pacific Continental is a statewide bank, with a separate nonprofit department and has worked with a lot of nonprofits. Mike suggested Deborah Holland as the contact person.

Jim learned at the last Charities Advisory Council meeting that many nonprofits qualify for three separate reporting requirements with the SOS’s office.  (Corporate, Charities and Charitable Trusts.)  At the last convening of the community foundations in Washington State, Jim shared this information and found there were several who were not aware of these three separate requirements.

The division is designing a new, online system that will offer more resources.  It will employ some usability and web experts on how to make this information user friendly in conjunction with the new system.  The new system won’t be available until the first quarter 2016, at the earliest.  The plan is, when the customer incorporates or renews online, the new system will take them to other registrations they may need to complete– charities, trusts, etc.  The Charities Program has combined their registration with the Combined Fund Drive registration and even after streamlining the charities registration portion, the application is still five pages.  It’s tough to accomplish on paper, but should be simpler with the new system. 

Sarah reported she developed a “Decision Tree” to help entities determine if they need to register as a charitable trust.  She distributed a copy to each member and if anyone interested in receiving a PDF version, they should contact her by email.  Rebecca asked Sarah to send her a PDF so the Decision Tree could be posted to the Charities Program Web page.

There’s still some confusion understanding the differences between all the various filings within the Secretary of State’s Office.  A question was raised wondering if there were previous discussions about combining the nonprofit annual report with the charities annual registration form.  Pam explained that the timing of the nonprofit annual report is once a year, based on the month they incorporate, but really it should be filed after their annual election.

The charities renewal is tied to the end of their accounting year.  (The last day of the eleventh month following the close of their accounting year.) Unfortunately, the two dates don’t coincide.  Since both filing requirements are in statute, legislation may be needed to make the dates correspond.

A question was raised about the funding of the education program and how long is it assured for?  Pam explained that the funding comes from the charities filing fees and the number of new charities that filed in 2014 went up by 900.  Funding is assured for the next biennium, but cannot be considered to be indefinite as the legislature can change that at any time. 

Another question was raised in terms of the education program - what is the role of publications, as opposed to presentations and Web postings?  Does the SOS want to expand on publications?  The various publications can be distributed and posted on the website.  In this case, the type of publications would be brief, pamphlet-like leaflets that answer specific questions or address specific topics, such as, fiduciary duty or internal controls. 

Pam’s concern is a staffing issue. Currently there is no one on staff with those type of skills. While Pam is not opposed to the idea, she will check with Secretary Wyman for direction.

Another suggestion involved “on-demand” training. Since the secretary of state’s office is moving to online registration, perhaps the website can become a centralized database for on-demand training materials, which would be available to everyone. One thought included a state organization which is tax-exempt, that looks at bringing in and working with local film makers, and perhaps we could work with them to develop a program to help us put together videos to train nonprofits. Stuart mentioned Chris Davenport who is a full-time film maker and has his own web site, 501c3productions. He puts training out weekly and has 40 to 50 thousand free subscribers. 

Pam explained that we are now looking at how we can do a stronger and more professional education program.  One of the things we want to do is a Request for Proposal (RFP) to outsource much of our education.  We’re not the experts on how to run a nonprofit – our role is to file the documents and make them public.  

Some of the things that Secretary Wyman is interested in knowing are: 
· How can we reduce the number of monthly administrative dissolutions of nonprofit organizations 
· How can we get both attorneys and others to understand what “fiduciary responsibility” means.
· The office doesn’t want to be in competition with existing companies that are already offering this type of training.  The original idea behind this was aimed at the nonprofit that couldn’t afford training. A comment was made at the June 2014 meeting, “Is it too easy to form a nonprofit?”  We don’t see our role as that of reducing the number of nonprofits that are formed.  But we do want to make sure that if someone forms a nonprofit, they know what they’re doing.
A new project for the office was a Request for Information. We tried to assess the number of entities that we could outsource professional training to within the state.  From that list, we chose to do a “sole source” contract with Washington Nonprofits.  We contracted with them to develop board training materials and conduct training with five specific boards of nonprofits that may be struggling for effectiveness.  This is a six month project with an initial training, follow up counseling, and additional evaluations. We are anxious to see the end result. 

What Pam would like to do next July is offer another RFP to outsource the part of the education program directed at nonprofits and charities governance issues.  The part of the program that educates the public on donating and how to recognize when you have been taken advantage of, will be kept in house, as it is our area of expertise. The Charities Program will be able to direct the consumer to Consumer Protection when they feel they have been misled by the person or organization fundraising.
A question was asked if the goal is to reduce the number of administrative dissolutions, is a specific training to five nonprofit boards the best way, or the best use of limited funds to accomplish that?  It would seem that providing a video (for instance) that everyone would be able to access or, even a communications expert that could do a ten second point as a media blast, that could be out in front and in people’s faces, might have the most impact with the limited funds available. 

Pam explained that the materials developed by Washington Nonprofits for the targeted board education will be used again in future trainings by Secretary of State and Washington Nonprofits.  This will allow the training to come from more than one place, yet should ensure that the information remain consistent. It will also be posted on the Charities and Nonprofit Corporations Web page.

The larger RFP is not aimed at board training, it will be designed for a more comprehensive education curriculum that we would like to accomplish.  This was the curriculum that was developed by the initial Charities Advisory Council in 2008. Video training will definitely be a part of that RFP.

A suggestion was made, that it would be helpful to be very clear about what outcomes you want and perhaps as part of the RFP or even something separate, really do some background research why organizations get administratively dissolved; is it really purposeful, or how did it get missed.  Is it all volunteer organizations that are the problem?

Many times organizations become interested in education because something dysfunctional is happening.  One person on the board decides they need to find out what’s going on and they go for it, but everybody else is passive.  Perhaps this is a dynamic that the program wants to address.

Another council member mentioned struggling with phone calls from people who think they want to start a nonprofit, even though they don’t really know what a nonprofit is, what it does, or why they need it.  There seems to be a need for an education piece before they should ever become one.   Pam agrees and the problem unfortunately, is identifying them before they start.

What other organizations could the program partner with for reaching future board members or nonprofit incorporators? The first thought that came to mind was the volunteer centers in the various council member’s communities such as the Whatcom Volunteer Center has ongoing trainings for people that want to become board members.  Perhaps there would be a way to partner statewide with volunteer centers.

A suggestion was made that as part of the RFP, we might want to look for collaboration among professional educators, so you actually have a group applying with maybe a lead, that includes folks from various parts of the state because Spokane is very different from Seattle, and Bellingham is different from that and the Tri-Cities is different yet again.  Each community has their own.  So finding a way to be able to take advantage of the professionalism that is already available, but use the RFP as a way to encourage folks to collaborate and to share their expertise so you can find the best way to get it out there.  The answer isn’t going to be located with ONE professional.

Another member suggested setting up a “mentor program” for those who are starting a new organization and don’t know what to do. Perhaps matching them up with another organization that’s close and could help the new group out.

One member observed that a great number of nonprofits are started as a result of a disagreement in an already existing nonprofit, where someone steps out of the existing one and starts their own in the same community.  Eventually one or the other withers or doesn’t make it.  How do you deal with that?  Training is not going to fix that.

Another member’s observation summarized the education program as three levels of activity:

For the organizations in the process of formation and providing them with the information they need to properly form the nonprofit or, not form it if they don’t meet the criteria
(1) For those organizations that are in existence and could be better (this is the great majority that the education program has been serving)
(2) Those organizations that are not viable or ignorant of regulations and as a result they are dissolved.
(3) Stuart asked those who participated in an education program event if they had any thoughts, comments, or takeaways from the presentations that you attended or gave?
There was a question concerning a Tri-Cities event that was previously scheduled, but never occurred.  Stuart confirmed that a Pasco event was scheduled, but due to venue issues, was cancelled.

Stuart asked Judy if she presented during the previous year and although Judy had not, she sent one of her colleagues and the feedback she received was that it went very, very well.

Jim reported that the Ocean Shores event on fundraising was excellent and very well attended.  It was during their two-day conference and Jim felt if the fundraising event returned every year, it would be full every year.

Program Report:  17 Events were held in 2014.  1067 organizations were represented and a total of 1554 nonprofit board members attended.  The surveys are always overwhelmingly positive and the attendees are thrilled that someone bothered to come and present.  A suggestion was made to require some type of online training

Stuart thought when customers are filing their initial registration online is it possible to make them go through a series of questions (where you don’t collect that answers), but it forces them to ask themselves, is this really necessary?  Something like a self-assessment.  Whereby, if you have answered a certain amount of the questions negatively, you should probably reconsider.
Stuart questioned whether education events would be scheduled during the first half of 2015.  Pam indicated that the fiscal year has been planned and education events will be scheduled through June 2015 only, which is the end of the fiscal year.  Starting July 1, 2015, any outreach from the office will be for the public rather than for nonprofits.  However, much depends on how quick the RFP goes out. 

Agenda Item #6:  For the Good of the Order 
· Mary:  She’s noticed a lot of questions about gambling fundraising.  It seems to be an issue in Spokane.  Many nonprofits don’t understand it or are just doing it without checking the rules that govern it.  She would like to see training on this in her area. 
· Nola:  Is Email voting legal?   
Judy explained that it is legal, but it must be stated in the bylaws and unanimous consent for anything a board can take action on.  24.03.465 RCW
· Stuart:  Fundraising is different compared to when the Charitable Solicitations Act was created.  One of the areas specifically is digital fundraising.  Fundraising that is unusual such as crowdsourcing for nonprofit organizations and nonprofit purposes and it seems that it’s largely unregulated.
· Is crowdsourcing regulated? 
· Should the council be thinking about new forms that raising money is taking?

A discussion followed regarding The Charitable Solicitations Act (CSA). This law regulates all charitable solicitations and is not limited to type.  The issue becomes whether the person involved with crowdsourcing must comply with the CSA as a charity or a commercial fundraiser.

Another issue, that many people believe it’s time to revisit, is Internet solicitations.  When is there enough connection in Washington for us to require them to register and apply the law to their activities?  Rebecca explained at the minimum, organizations that are located in Washington State and fundraise online, are required to register. Sarah also noted that regardless of the registration requirements, RCW 19.09.100 applies to everybody, regardless of where they are located or whether or not registration is required. There are basic requirements for every type of fundraising.  One of them is you can’t make any unfair or deceptive statements - no misrepresentation and no deception.   Currently, Washington is tackling this issue on a case by case basis.  For registration purposes, we look at the organization that’s doing the fundraising, how they’re doing it, and just walk through the statute and apply it the best we can.  

Following much discussion, the group came to the conclusion that the Charitable Solicitations Act does sufficiently addresses all solicitations.   It seems to be more of an education issue; one where training needs to keep pace with technology.

Stuart’s second question is, how does the council improve the part of the education program that provides tips or public information to the donor?  A variety of things have been attempted and the problem is, the audience is everyone, which means that it is no one.

Pam explained that we use the Web mostly, because it’s inexpensive.  But we run into the same problem there with too much information and not an easy way to find it.  We’re open to suggestions to improving the resources for the public.

Are there challenges in the education gap that the advisory council could be helpful with in how to educate the public about those issues? Rebecca thought a good place to start would be the basics.  A lot of time is spent explaining to the customer the difference between a “charity”, “nonprofit corporation” and “tax-exempt or 501(c)3” organization.

Stuart posed a question to the members if there was any interest in forming a subcommittee to look at the issue of possible ways of doing more donor education and would that be useful to the Charities Program?  Stuart indicated this will be the agenda item for the next meeting.

Pam explained that, in the new online system, when the public wants to search on a charity, it will come up with certain data and a list of documents, and the documents can be opened and reviewed.   Since the public can open the registration document, do we need to capture as much information as we currently capture in the charities database?  What information is helpful to the donor or to the charity that wants to research information at our website? The council will think about this after receiving statistics and data from Pam.

Future Action Items: 

ACTION ITEM:  Sarah will send Rebecca a PDF of the “Decision Tree” for posting to the Web site.  Upon receipt, Rebecca will post to the Charities Web site.

ACTION ITEM: Rebecca indicated that Alma is a possibility and will try to reach her.  
ACTION ITEM: Pam will report next time on the reasons for administrative dissolution of nonprofit corporations.
ACTION ITEM: Pam will send a rough draft of the RFP to council members for input. 
ACTION ITEM: Send council members materials that the education program has now. 
ACTION ITEM:  Pam will send list of data fields to council members
ACTION ITEM:  Pam will send Wed statistics to council members


With no further business, the meeting was adjourned.

Respectfully submitted
Rebecca Sherrell
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