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501c3 Tax Exempt 
Application for 
Homeschool 
Organizations
Carol Topp, CPA HomeschoolCPA.com
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Bylaws

EIN and bank 
account

Timeline

Nonprofit Incorporation is not the same as  Tax Exempt

Granted by State
Legal status
Limited liability protection

Granted by IRS
Tax Status

What’s Tax Exempt Status?tus?
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Types of 501c organizations

501c3: Charity, religious, educational… 1.1 M
501c4: Social welfare 83K
501c5: Labor & Agricultural organizations 46K
501c6: Business league 63K
501c7: Social club 47K
501c19 Veterans organizations 29K501c3 charitable, 

religious, 
educational  
nonprofits

501c3 or 501c7?
501c3 charitable, religious, 
educational
• Co-ops, tutorials, etc.
• Educational purpose

501c7 social or recreational
• Support groups
• Clubs
• Face to face
• 65% revenues from 

membership activities
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Does my nonprofit have to be tax exempt?

No, but…

Pay corporate income tax on surplus
◦ 21% of profit on IRS Form 1120 

No tax deductible donations 
◦ or Box Tops, etc. that require 501c3 status

Perhaps no sales tax or property tax 
exemptions (varies by state)

What’s needed 
before
applying  for 
tax exempt 
status?

• Board approval

• Organizing documents

• Nonprofit Incorporation 
(optional, but typical)

• EIN from IRS

• Money

• Patience!

Covered in the Create a Nonprofit 
webinar
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Automatic tax exempt status
No application form!

501c3 with less 
than $5,000 annual 

gross revenues Ministry of a church501c7 Social Club
(Support groups)

Pros:

• No need to apply with IRS

Cons:
• Must still file annual information return: 

Form 990-N/990-EZ/990 (except churches)

• Covered in the next webinar!

• No IRS determination letter
• No proof for discounts, exemptions, etc.

Self Declare 501c Tax Exempt Status
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Apply for 501c3 status
• It’s not automatic!

• It doesn’t happen because you are a 
nonprofit

• It doesn’t happen because you file 
state reports

Not eligible to self declare?

Application for 501c3 
status
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Pros to 501(c)(3) Status
• Income tax exemption
• Exemptions on sales tax, property tax
• Tax deductible donations and grants
• Some programs and discounts 
• Prestige: accountable, organized, 

serious
• Fund raising and grant opportunities 

Cons to 501(c)(3) Status

Cost : $275 or $600  to IRS 
Professional fees 

State incorporation fees

Paperwork: Form 1023 

Bylaws and Articles of Incorporation
Conflict of Interest policy
2 or 5 years financial statements
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Cost

IRS 1023-EZ IRS Form 1023
Nonprofit incorporation $20-100 $20-100

EIN free free

501c3 IRS fee $275 $600

501c3 Professional help $300-$400 $1,275-$3,000

Carol Topp CPA $85/hour $85/hour

Total for tax exempt status $680-$760 $1,980-$3,785
Attorney to review legal agreements 
(licenses, employee contracts, leases, etc.)

$500-$2,000 $500-$2,000

Nonprofit 
Incorporation

Apply within 27 months of formation

IRS will back-date tax exempt status to date of formation
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Filing with IRS for 501(c)(3) status
Form 1023-EZ Form 1023 (26 pages)
Revenues < $50,000/year
IRS fee $275
1-4 weeks

Revenues > $50,000/year
IRS fee $600 +
3-6 months

Form 1023
• 26 pages. Paper only.

• 3-5 years financial information

• Narrative and extensive questions

• Articles of Inc, bylaws

• Conflict of interest policy, brochures

• IRS fee $600 plus professional help
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The Beast! Get a pro

501c3book.com Buy the ebook written 
by former IRS Exempt Org employee

Belinda Whitfield, CPA ChurchCPA.com 

The Foundation Group FoundationGroup.com

David McRee, CPA Form990help.com

David Marmon, attorney 501c3Go.com

Form 1023-EZ
• 3 pages. Online only.

• No financial information

• Eligibility checklist

• IRS required language in 
organizing documents.

• $275 one time
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Questions? 

1023-EZ Eligibility
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Form 1023-EZ Eligibility
Eligibility Worksheet found in Instructions to Form 1023-EZ

1. Gross annual revenues not exceed $50,000 in any of 
next 3 years

2. And not exceed $50,000 in any of past 3 years
3. Assets not exceed $250,000
4. Not formed  under laws of a foreign country
5. Mailing address not in a foreign country
6. Not a terrorist organization(!)

Form 1023-EZ Eligibility
7. Not an LLC

8. Not successor to a for-profit business

9. Tax exempt status not revoked (except for automatic 
for failure to file 990)

10. Not a church or association of churches

11. Not a school, college or university
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Organizing documents
Usually Articles of Incorporation filed with your State

Specific IRS required language on 
◦Purpose statement
◦Dissolution and distribution of assets
◦No prohibited activities (i.e., no inurement, private 

benefit,  propaganda, political endorsement, etc.)
Required IRS language in 1023-EZ Instructions and 
HomeschoolCPA.com/Samples

Form 1023-EZ 
Line by line
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Education-Not 
Elsewhere Classified

Need to match Articles of Incorporation

https://nccs.urban.org/

501c3s cannot:
Support/oppose a political candidate, 
Practice inurement (benefits to insiders), 
Conduct a business unrelated to your purpose, 
Substantially influence legislation (more than 2-5% of expenses)
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



Unrelated business income includes fundraisers!
If conducted by volunteers, the fundraiser is not an unrelated business. 

Answering YES does not make you ineligible for 501c3 status, but 
there may be issues  to understand.

Leave unchecked!
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Must be an officer

Call HomeschoolCPA.com first!

The Filing Process
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Filing the 1023-EZ

Online only at Pay.gov
◦ Search for 1023-EZ

Payment by bank account (ACH) 
or debit or credit card

Save a pdf and keep forever!

IRS audit of 1023-EZ fliers
• IRS will sample 3% for additional 

information
◦ Art of Inc, financial stmts, bylaws, activities

• If gross revenues exceed $50,000/year 
in first 3 years, IRS will ask for full 1023 
application (the beast!).
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After the 1023-EZ
IRS determination letter in 2-4 weeks. 
◦ Make several copies, digital copy. Keep FOREVER!

State filings (next webinar!)

Annual 990-N/990-EZ or 990 with IRS (next webinar!)

State Filings for Nonprofits

Dept of Revenue: 
Corporate tax 
exemption. Sales 
tax exemption.

Secretary of State: 
Nonprofit corporate 
status update every 
1-5 years. 

Attorney General: 
Charitable Solicitation 
for donations or 
fundraisers

HarborCompliance.com>Information Center>Resources by State
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Discount rate of $60/hour 
because you purchased this 
webinar!

Be sure to mention this 
webinar when you arrange 
for a phone consultation.
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.com

Questions? 


