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501c3 Tax Exempt
Application for
Homeschool
Organizations

Carol Topp, CPA HomeschoolCPA.com

omeschool CPA present:

CREATE A
NON-PROFIT
FOR YOUR
HOMESCHOOL
COMMUNITY

A recorded webinar that explains
how to set up a nonprofit
homeschool group!

HomeschoolCPA.com/
CreateNP
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Timeline
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Form a - EIN and bank 501c3 Tax
Board account exempt Status

Nonprofit Bylaws

Incorporation

What’s Tax Exempt Status?tus?

Nonprofit Incorporation is not the same as Tax Exempt

o Granted by State Granted by IRS
| (\ Legal status Tax Status
T, Limited liability protection
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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 29K

501c3 or 501c7?

501c3 charitable, religious, 501c7 social or recreational
educational * Support groups
* Co-ops, tutorials, etc. e Clubs

* Educational purpose e Face to face

* 65% revenues from
membership activities

e
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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)

» Board approval
» Organizing documents

» Nonprofit Incorporation
(optional, but typical)

 EIN from IRS
* Money
* Patience!

-
L . Covered in the Create a Nonprofit
WW¥E  webinar

o Y
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Automatic tax exempt status
No application form!

501c3 with less

than $5,000 annual ) .
gross revenues 501c7 Social Club Ministry of a church

(Support groups)

Self Declare 501c Tax Exempt Status

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.
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Not eligible to self declare?

aawy “ublicat;
Barimgn, (Rev. Oc,m,";;rﬂsr

Apply for 501c3 status = -

- It's not automatic! E s;’;fsxfmpt

* It doesn’t happen because you are a ofganiz,-,,ot',:o‘"f
nonprofit

* It doesn’'t happen because you file
state reports

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 gﬁ/ﬁ
_ !
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Cost
. IRS1023-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 $500-$2,000 $500-$2,000

(licenses, employee contracts, leases, etc.)

Apply within 27 months of formation

Forma  Nonprofit 501c3 'tl'g): .
Board  Incorporation exempt Status

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 Revenues > $50,000/year
IRS fee $275 IRS fee $600 +

1-4 weeks 3-6 months

Form 1023

26 pages. Paper only.
« 3-5 years financial information ’ g~

» Narrative and extensive questions

« Articles of Inc, bylaws "
« Conflict of interest policy, brochures 44]’]"{‘ “;‘.:h.

* IRS fee $600 plus professional help




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. T

* No financial information
« Eligibility checklist

* IRS required language in
organizing documents.

« $275 one time

= 1023-EZ | Stroammi
e,

linod Application
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Questions?

1023-EZ Eligibility

5/2019
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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

And not exceed $50,000 in any of past 3 years
Assets not exceed $250,000

Not formed under laws of a foreign country
Mailing address not in a foreign country

Not a terrorist organization(!)

o gk W

Form 1023-EZ Eligibility

7. Notan 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

12
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Organizing documents

Usually Articles of Incorporation filed with your State

Specific IRS required language on
o Purpose statement
o 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

13



form 1023-EZ Streamlined Application for Recognition of Exemption OMB No.1545-0056
Under Section 501(c)(3) of the Internal Revenue Code
(Rev. October 2018) ] (3) o ) Note: exempt status s approved.
Departmant of the Treasury Do not enter Social Security numbers on this form as it public. s ammen
Internal Revenue Service Information about Form 1023-EZ and its sepai tions is at wwwirs. 23
[ Check this box to attest that you h the Form 1023-E2 nt ligible to apply for
vg Form 1023-£2, 501(c)H3).
Have your annual gross receipts exceeded $50,000 in any of the past 3 years and/or do you project that your annual gross receipts willexceed (T Yes @ No
$50,000 in any of the next 3 years? If yes, stop. Do not file Form 1023-EZ. See Instructions.
Doyou have total assets the fair market value of which isin excess of $250,0007 I yes, stop. Do not file Form 1023-EZ. See Instructions. C Yes @ No
O dentification of Applicant
1a  Full Name of Organization b Care Of Name (if applicable)
PEMBERLY HOMESCHOOL ACADEMY
€ Mailing Address (number, street, and room/suite). If a P.0. box, sée instructions. d City @ State | f Zipcode+4
200 LONGBOURN LANE ASHEVILLE INC 37000-0000
2 Employer Identification Number 3 MonthTax YearEnds (MM)  |\4 Person to Contact if More Information is Needed
83-444555 06 [ ELIZABETHDARCY
5 Contact Telephone Number & Fax Number (optional) 7 User Fee Submitted
503-333-6500 $275.00
8  List the names, titles, and mailing addresses of your officers, directors, and/or trustees. (If you have , see instruction
FirstName: g 17ABETH J Lasthame: g apey Title:  CHAIRMAN
Street Address: 200 LONGBOURNE LANE | CY: ASHEVILLE State: . +4 37000-0000
-
Fsthame EMMA J TastName: o HOUSE ‘(me SECRETARY \
Strect Address: 1900 HARTFIELD CT | O pSHEVILLE I StatSye 1 Zpee +4 370000000
FistName:  F| FANOR ‘ Lasthame: s cLo0D Title:  TREASURER )
Street Address: 100 BARTON COTTAGE [ asveviLe [ ipsed®s & 370000000
FistName  EpWARD [ERme ™ eenms [ T BOARD MEMBER
Street AddIess: ORI AND PARK |(ity: OXFORD Isme. NC ‘ Zipcode + 4 37000.0000
First Name: ‘ Last Name: ‘ Title:
Street Address: | City:

| State: ] Zipcode + 4:

9a Organization’s Websi vailable):
b Organization's Email (optionaly

I3l  Organizational Structure
1 Tofile this form, you must be a corporation, an unincorporated association, or a trust. Select the box for the type of organization.

(®) Corporation (O Unincorporated association O Trust

2 & Chedck this box to attest that you have the organizing document necessary for the organizational structure indicated above.
(See the instructions for an explanation of necessary organizing documents.)

3 Date incorporated if a corporation, or formed if other than a corporation (MMDDYYYY): 03262019

4  State of Incorporation or other formation: NORTH CAROLINA

5 Section 501(c)(3) requires that your organizing document must limit your purposes to one or more exempt purposes within section 501(c)(3).
Check this box to attest that your organizing document contains this limitation.

6 Section 501(c)(3) requires that your organizing document must not expressly empower you to engage, otherwise than as an insubstantial part of your activities,
in activities that in th Ives are not in furth @ of one or more exempt purposes.

than as an insub

N Check this box to attest that your organizing document does not expressly empower you to engage, oth
~ activities, in activities that in themselves are not in furtherance of one or more exempt purposes.

ial part of your

Section 501(c)(3) requires that your organizing document must provide that upon dissolution, your remaining assets be used exclusively for section 501(c)(3)
exempt purposes. Depending on your entity type and the state in which you are formed, this requirement may be satisfied by operation of state law.

Check this box to attest that your organizing document contains the dissolution provision required under section 501(c)(3) or that you do not need an
express dissolution provision in your organizing document because you rely on the operation of state law in the state in which you are formed for your
dissolution provision.

For Paperwork Reduction Act Notice, see the Instructions

Catalog No. 66267N Form 1023-EZ (Rev.10-2018)

6/25/2019
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Form 1023-EZ (Rev. 10-2018) Page 2
Your Specific Activities

1 Briefly describe the organization's mission or most significant activities (limit 250 characters)

Academic classes, extra curricular activities, clubs, sports, and field trips for homeschooled students. We uphold a Christian workdview in all
our programs.

-

2 Enter the appropriate 3-character NTEE Code that best describes your activities (See the instructions): tducation-Not

https://nccs.urban.org/ Elsewhere Classified
To qualify for exemption as a section 501(c){3) organization, you must be organized and operated exclusively to further one or more of the following purposes. By
checking the box or boxes below, you attest that you are organized and operated exclusively to further the purposes indicated. Check all that apply.

| [X Charitable ligious [ Educational
1
[T Scientific [] Lite 4] Testing for public safety
[] Tofoster ori tition [] Prevention of crueity to children or animals

Need to match Articles of Incorporation

ARTICLE III  PURPOSE

Said corporation is organized exclusively for|educational, religious and charitable |
purposes, including, for such purposes, the making of distributions to
organizations that qualify as exempt organizations under section 501(c)(3) of the
Internal Revenue Code, or the corresponding section of any future federal tax
code. The corporation does not contemplate pecuniary gain or profit, incidental
or otherwise.

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)

4 To qualify for exemption as a section 501(c)(3) organization, you must:
m Refrain from supporting or opposing candidates in political campaigns in any way.

= Ensure that your net earnings do not inure in whole or in part to the benefit of private shareholders or individuals (that is, board members, officers, key
management employees, or other insiders).

m Not further non-exempt purposes (such as purposes that benefit private i ) more than insub 1)

m Not be organized or operated for the primary purpose of conducting a trade or business that is not related to your exempt purpose(s).

m Not devote more than an insubstantial part of your activities attempting to influence legislation or, if you made a section 501(h) election, not normally make
expenditures in excess of expenditure limitations outlined in section 501(h).

m Not provide commercial-type insurance as a substantial part of your activities.

E Check this box to attest that you have not conducted and will not conduct activities that violate these prohibitions and restrictions.

15
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Answering YES does not make you ineligible for 501c3 status, but
there may be issues to understand.

9

—

Do you or will you attempt to influence legislation? O Yes @ No
(If yes, consider filing Form 5768. See the instructions for more details.)

Do you or will you pay compensation to any of your officers, directors, o trustees? (yes @ No
(Refer to the instructions for a definition of compensation.)

Do you or will you donate funds to or pay expenses for individual(s)? (O Yes ) No
Do you or will you conduct activities or provide grants or other assistance to individual(s) or organization(s) outside the United

States? O Yes @ No

Do you or will you engage in financial transactions (for example, loans, payments, rents, etc.) with any of your officers, directors,

of trustees or any entities they own or control? (Oes (Q No
[0 Do you or will you have unrelated business gross income of $1,000 or more during a tax year? I @ ) (- @ No

n
12

Do you or will you operate bingo or other gaming activities? O Yes @ No

Do you or will you provide disaster relief? O Yes @ No

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

Part IV Foundation Classification
Part IV is designed to classify you as an organization that is either a private foundation or a public charity. Public charity status is a more
favorable tax status than private foundation status.

1 Are you applying for recognition as a church, school, or hospital (described in section 170(b)(1)(A)(), (ii), or (iii) of the Intemnal C Yes & No
Revenue Code)? If yes, stop. Do not file Form 1023-EZ. See Instructions

2 If you qualify for public charity status, check the appropriate box (2a - 2¢ below) and skip to Part V below.

a O Select this box to attest that you normally receive at least one-third of your support from public sources or you normally receive at least 10 percent of
your support from public sources and you have other characteristics of a publicly supported organization. Sectlons 509(a)(1) and 170(b)(1)}(A)(vi).

b (¥) Selectthis box to attest that you normally receive more than one-third of your support from a combination of gifts, grants, contributions, membership
fees, and gross receipts (from permitted sources) from activities related to your exempt functions and normally receive not more than one-third of your
support from investment income and unrelated business taxable income. Section 509(a)(2).

c O Select this box to attest that you are operated for the benefit of a college or university that is owned or operated by a governmental unit. Sections
509(a)(1) and 170(b)(1)(A){Iv).

3 [Ifyouare not described in items 2a - 2¢ above, you are a private foundation. As a private foundation, you are required by section 508(e) to have specific
provisions in your organizing document, unless you rely on the operation of state law in the state in which you were formed to meet these requirements. These
specific provisions require that you operate to avoid liability for private foundation excise taxes under sections 4941-4945,

Select this box to attest that your organizing document contains the provisions required by section 508(e) or that your organizing document does not

need to include the provisions required by section 508{e) because you rely on the operation of state law in your particular state to meet the
requirements of section 508(e). (See the instructions for explanation of the section 508(e) requirements.)

\ Leave unchecked! Form 1023-EZ (Rev. 102015,

16
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t After Aut tic Revocation

Complete this section only if you are applying for reii t of ption after being automatically revoked for failure to file required

annual returns or notices for three consecutive years, and you are applying for reinstatement under section 4 or 7 of Revenue Procedure

20LELL(Checkonty o Boxl Call HomeschoolCPA.com flrstl
1 [ | Ched YOU are seeking retroactive reinstatement under section 4 of Revenue Procedure 20 By <l ing this DOX, you attest that you
meet the specrﬁed requirements of section 4, that your failure to file was not intentional, and that you have putin place procedures to file required
retums or notices in the future. (See the instructions for requirements.)

2 [—] Check this box if you are seeking reinstatement under section 7 of Revenue Procedure 2014-11, effective the date you are filling this application.

Q0 Signature

X | declare under the penalties of perjury that | am authorized to sign this application on behalf of the above organization
and that | have examined this application, and to the best of my knowledge it is true, correct, and complete.

ELIZABETH DARCY Must be an officer

{Type name of signer)

CHAIRMAN
Type title or authority of sk

04112019

(Date)

Form 1023-EZ (Rev. 10-2018)

The Filing Process

17
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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
o 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!).

18
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After the 1023-EZ

IRS determination letter in 2-4 weeks.
o Make several copies, digital copy. Keep FOREVER!

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

990N 990EZ 990

<
PO $50-$200K  $200K+

State Filings for Nonprofits

-

— o |
Dept of Revenue: Secretary of State: Attorney General:
Corporate tax Nonprofit corporate Charitable Solicitation
exemption. Sales status update every for donations or
tax exemption. 1-5 years. fundraisers

HarborCompliance.com>Information Center>Resources by State

19
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THE IRS AND YOUR PAYING WORKERS
HOMESCHOOL IN A HOMESCHOOL

ORGANIZATION ORGANIZATION

CUTTING THOUGH THE CONFUSION
ON VOLUNTEERS, EMPLOYEES, AND
INDEPENDENT CONTRACTORS
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Carol@HomeschoolCPA.com

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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