
Non-profits, Tax Exempt 

Status, and You!  

Karen Niemla is a reference librarian with law  library experience. She 

is not a lawyer and cannot offer legal counsel. This poster presenta-

tion is for informational purposes and does not constitute legal advice. 

When dealing with actual tax law and documentation, consult a tax 

professional. If you cannot afford a tax professional, that’s too bad; so 

you’ll be on your own anyway, just like with your personal taxes. 

Hey, wait.., I thought 

“non-profit and “tax 

exempt” were the same 

thing.. They’re not? 

Sorry, no. The idea of being a "Nonprofit" organization is refers to 
State Law matters. The Internal Revenue Services neither knows nor 
cares about that status.  
Even if your organization is registered as a "Nonprofit" by your state 
and do non-profit work, you cannot assume that you also have tax-
exempt status in the eyes of the IRS. 

≠  

I’m going to start a Registered Stu-

dent Organization for karate at ULM ! 

According to the website All the group 

needs is a tax ID so we can get a bank 

account. How hard could it be? 

Do you love to 

fill out long, 

complicated IRS 

forms? I do!  

(said no one ever) 

But I do think you 

can possibly do 

it without hiring 

a professional if 

you’re prepared 

to do the work 

that goes into it. 

OUR TAX problem: 
We are incorporated separately from ACRL national, which 
grants us some autonomy. However, this also means that 
we’re not included within ACRL national’s ID. We need our 
own EIN (Employer Identification  Number).  
 

When trying to switch our bank to Iberia Bank a few years ago to make it 
easier for future chapter officers to reach a bank location, the bank said 
our Tax ID was no longer valid. After investigating this with the IRS we 
found that it had expired— even though our incorporation Status was still 
current with the LA Secretary of State office. 
 
Apparently, the EIN expired because we hadn’t filed within a couple years. 
No one our group knew anything about this process or having been asked 
to do it before. Thus we decided to set it right. But how do you file 
for taxes? We tried to fill out a Form 990-N to file, but could not; 
the IRS told us over the phone that we needed to apply for tax-exempt 
status. So, we decided to choose a 501(c) exempt status. But which one? 
 
We ultimately chose 501(c)6, not 501(c)(3). 501(c)6 INCLUDES Business 
Leagues, which fits with our mission to librarians. Helpfully, the IRS' docu-
mentation actually says “Trade associations and professional associations 
are considered business leagues.” the section’s restrictions on political in-
volvement are also lighter than for 501(c)(3), which prohibits it com-
pletely. Although, there still are limitations and any spending of that na-
ture must be properly reported. We have not had any activities like that, 
but considering the issues and problems of higher education in LA, just 
having the option for political involvement is ideal. 
 
To keep our exempt status and EIN, we file IRS Form 990-N (e-Postcard). 
If an entity fails to file for three years, its EIN and exempt status are 
lost. But if you don’t forget, you don’t pay the application fees again. 

(KAREN) 

TYPES OF organizations in SECTION 501(c) 
 
When people think of tax-exempt organizations, they think of 
charities and churches. Those are groups like those in section 
501(C)3. But there are other sections and type of organiza-
tions under section 501(c). Even though 501(C)3 is extremely 
popular, that doesn’t meant that it’s what your group needs. 
The assumption seems to be that if an organization thinks it is 
“good” (in the moral sense) then it must be 501(c)3. but there’s 
more to it than that, since there’s many ways to be “good.” 
 

THE IRS’ LIST OF Tax-exempt organizations 
other than  501(C)3: 

 

•  501(c)(4) - Civic Leagues and Social Welfare Organizations 
•  501(c)(5) - Labor, Agricultural and Horticultural Organizations 
•  501(c)(6) - Business Leagues, etc. 
•  501(c)(7) - Social and Recreation Clubs 
•  501(c)(8) and 501(c)(10) - Fraternal Beneficiary Societies and Do-

mestic Fraternal Societies 
•  501(c)(4), 501(c)(9), and 501(c)(17) - Employees' Associations 
•  501(c)(12) - Local Benevolent Life Insurance Associations, Mutual 

Irrigation and Telephone Companies, and Like Organizations 
•  501(c)(13) - Cemetery Companies 
•  501(c)(14) - Credit Unions and Other Mutual Financial Organiza-

tions 
•  501(c)(19) - Veterans' Organizations 
•  501(c)(20) - Group Legal Services Plan Organizations 
•  501(c)(21) - Black Lung Benefit Trusts 
•  501(c)(2) - Title-Holding Corporations for Single Parent Corporations 
•  501(c)(25) - Title-Holding Corporations or Trusts for Multiple Parent 

Corporations 
•  501(c)(26) - State-Sponsored High-Risk Health Coverage Organi-

zations 
•  501(c)(27) - Qualified State-Sponsored Workers' Compensation Or-

ganizations 
•  501(c)(29) - CO-OP Health Insurance Issuers 

Getting STARTED 
Suppose you’re opening a new group in your community, or that you’re advising a 
new RSO. If you need a bank account, you’re probably going to need an EIN. 
It’s potentially unsafe to have everything under a individual person’s name or 
ownership. But in order to have an EIN and keep it, you’ll need to file with the 
IRS each year, whether you owe money or not. You need to decide what your 

organization’s identity and mission are, then find a 501(c) section. 
 

FORMS TO FILE 
The 501(C)3 type organization is so popular that it gets its own 
form:  1023 and 1023-EZ. Form 1024 is for all the 501(C) sec-
tions other than 3. They are long and complex, requiring finan-

cial info and narrative statements. To turn in the forms, you must 
also enclose a “user fee” for processing. Currently, it’s at least $400. 

$400?! But 

we don’t 

have that! 

≠  
Incorporation document   

IRS letter 

INTERNAL REVENUE CODE SECTION 501(c) 
 The National Football League has been classified 
within 501(c)(6), for things like business leagues. 
However, the NFL recently announced that they 
would cease its use of the status, saying 
that it confuses people. 
 
WHY would an organization avoid tax ex-
emption? 
Even If an entity qualifies for tax exempt status, 
it is not required. It may file like a regular busi-
ness. This means that the group doesn't have to 
comply with the rules for tax exemption. That’s 
probably why the NFL gave it uP!  If you don’t 
want to bother with applying for or even claim-
ing to have exemption and the Fees, you can just 
file without it like a business and hope your 
group is poor enough to not owe anything. 

This “self-declaration” isn’t for everyone and is risky. No organization 
(budding or old) should try it without talking to a tax lawyer with ex-
empt organization experience.” 
— Robert W. Wood, tax lawyer , Forbes contributor  

Can you avoid applying for tax exemption and its fees? 
 
Perhaps. The IRS’ Instructions for Form 1023 say that “Any organization that has gross receipts in 
each taxable year of normally not more than $5,000.” but this is only for 501(c)(3) and it doesn’t give 
you a formal IRS Determination Letter. You also sadly wouldn’t want donations over $5,000. 
 
As for other 501(c) organizations which are not (3), some choose to self-declare tax-exempt 
status, meaning that they did not apply for a formal IRS Determination Letter but somehow file 
with that status anyway. It is not illegal to do this, but You won't find much information about how 
to do this on the IRS website. The IRS is aware that organizations do this, but they do not prefer it. 
 
Without an IRS Determination Letter your organization can be audited and asked to prove that it’s tax
-exempt. Your organization will also lack the documentation which is required by some establishments 
as proof of your tax-exempt status, such as banks or businesses offering discounts or services tax-
exempt non-profit organizations. 
 
Also, to prevent your EIN from expiring (the problem that got ACRL-la started on all this), 
you’ll need to file for taxes annually anyway, probably using IRS Form 990, “Return of Or-
ganization Exempt From Income Tax.” It’s twelve pages long and involves reporting and cal-
culating assets and etc. The 990-N (e-Postcard) is much easier to do, but you 
might not be able to fill it out instead if you’re not officially tax-exempt. 

How can the NFL be 

tax-exempt?  I don’t 

feed homeless kitties 

or stuff like that. 

Karen Niemla, ULM Library      FOR Works cited and links, visit  Niemla.info/luc15 


