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To the Board of Directors of the AAC Watershed Stewards Academy: 
 
I would like to thank you for choosing Bayside Bookkeeping again this year to complete your 
organization’s exempt tax return.   
 
There are two significant reporting changes from the 2016 return. 
 
 Salaries vs. Management fees –  

o In 2016, the wages paid by WSA for the AACPS employees were classified on the 
Statement of Functional Expenses (Part IX, page 10) as “Other salaries and wages” 
and in 2017, they are being reported as “Management fees for services, non-
employees”.   

o Technically, WSA doesn’t have any wages.  Even though WSA reimburses AACPS 
for the wages paid to AACPS employees, that does not make them WSA employees.  
WSA files no withholding returns to federal or state agencies and thus, should not be 
reporting any wages paid on their federal tax return.  This concept wasn’t fully 
understood when the 2016 return was being prepared and the expense was incorrectly 
classified as wages.  No amendment is necessary for the 2016 return.   
 

 Program service expenses vs. management expenses –  
o After discussions with Trish this year, several of WSA’s expenses should be 

considered relating to program services, which are those activities that further the 
organization’s exempt purposes, as opposed to management expenses, which include 
expenses like costs of board of directors' meetings; committee meetings, and staff 
meetings (unless they involve specific program services or fundraising activities); 
general legal services; accounting; general liability insurance; office management; 
auditing, human resources, and other centralized services; preparation, publication, 
and distribution of an annual report; and management of investments.   

 
If you have any questions or need further clarification on any item mentioned here or included on 
the tax return, please let Trish know and we will happily provide more information.   
 
Thank you, 
 
Jaime Thompson 
Bayside Bookkeeping 


