FUNDING MECHANISMS FOR CLUB ADMINISTRATION EXPENSES

Lions Clubs normally encounter two types of expenses:

a. Administrative expenses.

b. Program expenses.

Administrative Expenses are the normal, day-to-day operating expenses of the Club. These include postage, Xeroxing, dues paid to the State or International, fees for members attending conventions and other meetings, guest speakers meals, etc. Per LCI and IRS rules,
 administrative expenses can only be paid from funds generated from its members through internal activities. This includes member dues, 50/50 raffles, tail twisting, etc. Funds raised from the general public can never be used for administrative expenses.

Program Expenses are the costs associated with a Lions Club performing service activities (also called “program activities”).  Program Expenses may be paid with funds raised from the general public, or at the Clubs discretion, Administrative Funds.

Many Lions Clubs experience difficulty raising enough money to pay their Administrative Expenses. Because of this they often resort to “taxing” their members with additional dues or various types of fees. What is discussed in the remainder of this document is what might be termed “non-traditional” ways for a Lions Club to fund its Administrative Expenses.
EVERYTHING DISCUSSED BELOW IS BOTH LEGAL AND ETHICAL AND IS FULLY APPROVED BY BOTH THE IRS AND LIONS CLUBS INTERNATIONAL.

Aside from the methods mentioned above, there are many possible ways for a Club to generate money for Administrative Expenses. Some of them are listed below.

1. Club members may perform work such as parking cars, painting buildings, cleaning athletic

fields, etc.
1. Reverse raffles where the only attendees are the members and their spouses.

2. Spouse-Night dinners, where an extra charge is “tacked-on” for the Administrative Fund.

3. Gifts given to a Club by its members or their spouses.

4. The opportunities are limited only by your imagination.

If these possibilities are still not sufficient to fund your Administrative Expenses, read on.

To begin, a key factor that must be understood is the difference between Gross and Net Revenues. When a Lions Club runs a fund raiser, every dollar it receives from the public is part of the Gross Revenue (including monies from club members who participate in the event). Of course fundraisers also normally have expenses.  Every dollar a Club spends to run a fundraiser can be deducted from the Gross Revenue or Proceeds. What is left is the Net Revenue. Per IRS and LCI rules, it is the Net Revenue that must be spent on the Program activities of the Club, not the Gross Revenue or Proceeds.
It is important that all advertising for the fundraiser be clear that the NET and not Gross Revenues or Proceeds are going for the civic, social or charitable purposes of the fund raising organization.

Here’s a partial list of the types of expenses that can be deducted from a fundraiser:

1. Postage & mailings.

2. Xeroxing and PR materials to promote or conduct the event.

3. Supplies purchased for the event.

4. Rental of halls, dinners served, beverages consumed, decorations and paper products.

5. Etc. etc. etc.

Aside from these expenses, it is also permissible to reimburse Lions Club members for all out-of-pocket expenses. Both the IRS and LCI approve of Lions being reimbursed for legitimate expenses.
 

Here are some examples of reimbursable expenses.

1. Long distance telephone calls.

2. Xeroxing, postage and mailing.

3. Money spent to purchase items for the event.

4. Travel expenses such parking, tolls and a reasonable mileage charge. We would suggest that a charge of 20 cents per mile would be considered reasonable.

A very important question is “what types of travel mileages qualify for reimbursement” if a Lion is participating in a fund raiser or service activity. Please note that it does not make any difference if the club is raising the money from the public, or spending the money on a service activity, for an expense to be reimbursed.


Acceptable:

a. You drive to/from an activity so you can work on that activity.

b. You drive to/from a store to purchase supplies for the activity.

c. You drive to/from a club meeting where an activity is being discussed, planned or the results reviewed.

d. Other similar situations.

NOT Acceptable:

a. You drive to/from a club meeting where a fund raiser or service activity is NOT discussed.

b. You drive to/from a store to purchase items for a club social event.

c. Other similar situations.

If in doubt, carefully think through the situation and be reasonable.  Lions are not required to subsidize a fund raiser or a service activity, but neither are they allowed to take advantage of a situation. 

In all cases, however, it is essential that you keep an accurate record of the mileage traveled and what was accomplished. Use a calendar or a notebook to keep track. Your club will also probably want to use some sort of annual summary sheet so the Treasurer knows what is happening.  

The key points are be honest and keep good records.

Example:

Let us assume a Club operates a food pantry in their hometown.  The club members voluntarily perform all kinds of chores to keep the food panty operating.  Nearly every week, Joe drives to/from the location of the food pantry to stock the shelves. The round trip is about eight (8) miles. Over a year, Joe makes the trip 48 times.  How much expense has Joe incurred?    

8 miles x 48 trips x 20 cents = $76.80  

At the end of the year, Joe could present his Club Treasurer with a reimbursement bill for $76.80.  But Joe isn’t looking to make money off the club. He’s doing this work because he’s a Lions and he believes in performing community service.  Technically, however, the club does owe Joe some money. So what happens?

What Joe can do is give the Club Treasurer a slip of paper that says “I spent $76.80 on Club travel this year, and I want to donate this money back to the club to be used in any manner the Board deems proper.”  Respecting Joe’s wishes, the Board eventually decides how to use the $76.80.

Note that if Joe was actually reimbursed for his expenses, the money used to make this reimbursement would have come from previously raised “public money” currently being held in the Club Treasury. When Joe makes the donation back to the club, however, the money is no longer public funds.  The donation is really and truly Joe’s money since it was out-of-pocket expenditures. And a gift from a member or their spouse can be used any way the Club decides.

To summarize:

1. Expenses can be subtracted from the Gross Revenue of Fund Raisers.  The Net Revenue is what remains after the expenses have been paid.  Net Revenue can only be used for Service Activities.

2. All expenses must be legitimate and documented.

3. Out-of-pocket expenses incurred by club members may be reimbursed.  This can include telephoning, postage and shipping, Xeroxing, items purchased for an event, vehicle parking, tolls and a reasonable mileage fee (20 cents per mile), etc.

4. A club member can refuse a reimbursement and donate the funds back to the Club.

5. Money donated to a Lion Club by a member can be used in any manner the Board chooses,

6. Finally, and MOST IMPORTANTLY, this process is both ethical and legal and is fully approved by both the IRS and Lions Clubs International.
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� For a more complete discussion of LCU and IRS rules, see the document “A Tale of Two Masters.”  What is given here is a quick summary.


� Please note that documentation can be provided to substantiate this statement.  





