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February 26, 2018

Forming a Non-Profit in Virginia

There are several factors that must be considered to establish a "Tax Exempt" non-profit organization in Virginia. Some of the requirements are as follows: 

1. To be organized exclusively for a charitable purpose, an organization must be a corporation, community chest, fund, or foundation. An individual or a partnership will not qualify; nor will an LLC since the IRS does not recognize this structure for tax exempt purposes. So the first step is to establish the entity as some type of a corporation. A Nonstock Corporation usually is formed by persons who want to establish a not-for-profit business, such as a tax-exempt, charitable organization or a property owners’ association.

2. To establish a Nonstock Corporation in Virginia with the intent of forming a Non-profit organization, two forms must be completed: Articles of Incorporation (Form SCC-819) and Articles of Amendment – Nonstock Corporation (Form SCC-888). Both forms need to be filed with the State Corporation Commission. There is a $75 fee that must be submitted with Form SCC-819 and an additional $25 fee that must be submitted with Form SCC-888.  Links to both of these forms follow below:

Form: SCC-819: http://www.scc.virginia.gov/publicforms/207/scc819.pdf

Form SCC-888: http://www.scc.virginia.gov/publicforms/209/scc888.pdf

3. The Articles of Amendment must be typewritten separately and attached to Form SCC-888. Instructions and a guide on how to do this are included on Form SCC-888. The typewritten articles must include the language contained in Attachment 1 in order for the IRS to consider Tax Exempt Status (see Attachment 1 for a sample. Click on the link below for the latest suggested wording provided by the IRS): 

http://www.irs.gov/Charities-&-Non-Profits/Charitable-Organizations/Life-Cycle-of-a-Public-Charity-Sample-Organizing-Documents-Draft-A-Charter

4. Eligibility: Section 501(c)(3) of the IRS code sets forth the requirements for Tax Exempt Status. It states that exempt purposes include charitable, religious, educational, scientific, literary, testing for public safety, fostering national or international amateur sports competition, and the prevention of cruelty to children or animals. The term charitable is used in its generally accepted legal sense and includes relief of the poor, the distressed, or the underprivileged; advancement of religion; advancement of education or science; erection or maintenance of public buildings, monuments, or works; lessening the burdens of government; lessening of neighborhood tensions; elimination of prejudice and discrimination; defense of human and civil rights secured by law; and combating community deterioration and juvenile delinquency. 
 
5. Clients will need to obtain an Employer Identification Number from the IRS before completing the application for Tax Exempt Status. The instructions to apply for an EIN “On-Line” can be found on the following link: 
http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Apply-for-an-Employer-Identification-Number-(EIN)-Online

A bank will not open an account without a Personal SSN or a Business EIN.  And of course the organization’s funds must be kept separate from personal funds.

6. IRS Publication 557 sets forth the requirements to obtain Tax Exempt Status for the organization. It is recommended that clients review this document in its entirety since it provides all of the requirements for compliance. The document can be ordered from the IRS or it can be viewed on-line at the following link:

http://www.irs.gov/pub/irs-pdf/p557.pdf

7. The next step is to complete the Application for Tax Exempt Status, IRS Form 1023. This form is extensive. It can be found at the following link:
 
http://www.irs.gov/pub/irs-pdf/f1023.pdf

The Instructions for Form 1023 can be found on the following link:

http://www.irs.gov/pub/irs-pdf/i1023.pdf

Many new, smaller charities may be eligible to use Form 1023-EZ, found on the following link:

https://www.irs.gov/uac/about-form-1023ez

8. When Tax Exempt Status is approved, the client must then register the non-profit business with the appropriate municipal city or county government and obtain a business license. Clients should contact the Municipal Authority in the county where the business will be domiciled to determine county requirements. Generally, county governments want to make sure that the business conforms to local zoning requirements. This requirement is the same for both "profit" and “non-profit” businesses. 

9. Before soliciting donations, register as a Charitable Organization with the Virginia Dept. of Agriculture and Consumer Services. There is a $10.00 fee to register. Registration requires completion of an 11 page form that can be obtained on line: 

http://www.vdacs.virginia.gov/forms-pdf/cp/oca/charitable/oca102charities.pdf

10. Once all of this is accomplished, clients can then apply for grants. Most grant programs require that an organization be in business for at least two years before they are eligible to apply. Generally, clients will need to research the various Government and/or private agencies or foundations that may award grants for certain programs. There are grants awarded by the State of Virginia, the Federal Government and in many cases, public and private universities. Again thorough research of these potential sources of funds will be required depending on the nature of the non-profit business and, the appropriate applications will need to be completed. 
 
Finally, all of the other good business disciplines need to be practiced. This includes a business plan; a marketing plan to obtain funds and grants; financial statements; and an operating plan. Clients may want to contact a SCORE Business Adviser to help them do this. All SCORE counseling is free and confidential. 

To schedule an appointment with a SCORE counselor, contact Williamsburg SCORE via e-mail: admin0549@scorevolunteer.org  or call 757-229-6511. Visit Williamsburg SCORE on the web at http://williamsburg.score.org/ for more information about SCORE services and SCORE business education resources. 
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Attachment 1 – Sample Articles of Amendment to a Virginia Nonstock Corporation


IRS Required Wording 

Should be included in the Articles of Amendment for a Non-stock Corporation
(See the link to the IRS Web Site): 

http://www.irs.gov/Charities-&-Non-Profits/Charitable-Organizations/Life-Cycle-of-a-Public-Charity-Sample-Organizing-Documents-Draft-A-Charter

(Use Form SCC-888 as a Guide)

  
ARTICLES OF AMENDMENT
Nonstock Corporation 
Your Org Here

The undersigned, on behalf of the Non-Stock Corporation set forth below, pursuant to Title 13.1, Chapter 10, Article 10 of the Code of Virginia stated as follows:

1. The name of the corporation is:       Your Org Here      

2. The place in this state where the principal office of the Corporation is to be located is (City/State)

3.  The following amendments were adopted as required by subdivision L5 of Section 13-1-804 of the Code of Virginia.

a.      Your Org Here      is organized exclusively for charitable, religious, educational and/or scientific 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 Service Code, or corresponding section of any future federal code.

b. No part of the net earnings of the corporation shall inure to the benefit of, or be distributable to its members, trustees, officers, or other private persons, except that the corporation shall be authorized and empowered to pay reasonable compensation for services rendered and to make payments and distributions in furtherance of the purposes set forth in Article “a”  hereof.

c. No substantial part of the activities of the corporation shall be the carrying on of propaganda, or otherwise attempting to influence legislation, and the corporation shall not participate in, or intervene in (including the publishing or distribution of statements) any political campaign on behalf of or in opposition to any candidate for public office.

d. Notwithstanding any other provision of these articles, the corporation shall not carry on any other activities not permitted to be carried on (a) by a corporation exempt from federal income tax under section 501(c)(3) of the Internal Revenue Code, or the corresponding section of any future federal tax code, or (b) by a corporation, contributions to which are deductible under section 170(c)(2) of the Internal Revenue Code, or the corresponding section of any future federal tax code.

e. Upon the dissolution of the corporation, assets shall be distributed for one or more exempt purposes within the meaning of section 501(c)(3) of the Internal Revenue Code, or the corresponding section of any future federal tax code, or shall be distributed to the federal government, or to a state or local government, for a public purpose. Any such assets not so disposed of shall be disposed of by a Court of  Competent Jurisdiction of the county in which the principal office of the corporation is then located, exclusively for such purposes or to such organization or organizations, as said Court shall determine, which are organized and operated exclusively for such purposes. 

4. The foregoing Amendments were adopted by the corporation on (Insert Date)

5. The amendments were adopted by unanimous consent of the members. 

Executed in the name of the Corporation by:

____________________________________    	 _____________________________
                     (Signature)					      (Date)

____________________________________    	 _____________________________
                    (Printed name)				            (Corporate title)


____________________________         
         Corporation’s SCC ID No.	

	
In witness whereof, I have hereunto subscribed my name this day of ______________ 2014


___________________________________		______________________________
                   (Signature)							(Date)

____________________________________	______________________________
	     (Printed Name)					  (Corporate Title)


*** 


Attachment 2 – Sample Bylaws – Non-Profit

Sample Bylaws – Non Profit
February Xx, 20XX
BYLAWS OF       Your Org Here     
ARTICLE I  	NAME, PURPOSE
Section 1:	The name of the organization shall be       Your Org Here     
Section 2:	The      Your Org Here      is organized exclusively for charitable, scientific and educational purposes, more specifically to____________________________________________________.
ARTICLE II  	MEMBERSHIP
Section 1:	Membership shall consist of the members of the board of directors. In addition, qualified individuals who have been properly screened and approved by the board may be accepted as members of the organization, without regard to sex, race, religion, color, national origin, age, marital status or handicap.  The organization, with approval of the board, may terminate a member, for any reason, at any time, with or without cause or advance notice.
ARTICLE III  	ANNUAL MEETING
Section 1: 	Annual Meeting. The date of the regular annual meeting shall be set by the Board of Directors who shall also set the time and place.
Section 2:	Special Meetings. Special meetings may be called by the Chair or the Executive Committee.
Section 3:	Notice. Notice of each meeting shall be given to each voting member, by mail, not less than ten days before the meeting.
ARTICLE IV	BOARD OF DIRECTORS
Section 1: 	Board Role, Size, Compensation. The Board is responsible for overall policy and direction of the Council, and delegates responsibility for day-to-day operations to the Executive Director and committees. The Board shall have up to _________ and not fewer than __________ members. The board receives no compensation other than reasonable expenses.
Section 2: 	Meetings. The Board shall meet at least __________, at an agreed upon time and place.
Section 3: 	Board Elections. Election of new directors or election of current directors to a second term will occur as the first item of business at the annual meeting of the corporation. Directors will be elected by a majority vote of the current directors.
Section 4: 	Terms. All Board members shall serve _____ year terms, but are eligible for re-election.
Section 5: 	Quorum. A quorum must be attended by at least _____ percent of the Board members before business can be transacted or motions made or passed.
Section 6: 	Notice. An official Board meeting requires that each Board member have written notice two weeks in advance.
Section 7: 	Officers and Duties. There shall be five officers of the Board consisting of a Chair, Vice Chair, Secretary and Treasurer. Their duties are as follows:
The Chair shall convene regularly scheduled Board meetings, shall preside or arrange for other members of the executive committee to preside at each meeting in the following order: Vice-Chair, Secretary and Treasurer.
The Vice-Chair will chair committees on special subjects as designated by the board.
The Secretary shall be responsible for keeping records of Board actions, including overseeing the taking of minutes at all board meetings, sending out meeting announcements, distributing copies of minutes and the agenda to each Board members, and assuring that corporate records are maintained.
The Treasurer shall make a report at each Board meeting. Treasurer shall chair the finance committee, assist in the preparation of the budget, help develop fundraising plans, and make financial information available to Board members and the public.
Section 9: 	Executive Director. The Board has created an Executive Director Position that reports to the Board. This position will have responsibility for running the day to day operations and to help the organization with fund raising and other operational needs as directed by the Board.
Section 10: 	Vacancies. When a vacancy on the Board exists, nominations for new members may be received from present Board members by the Secretary two weeks in advance of a Board meeting. These nominations shall be sent out to Board members with the regular Board meeting announcement, to be voted upon at the next Board meeting. These vacancies will be filled only to the end of the particular Board member's term.
Section 11: 	Resignation, Termination and Absences. Resignation from the Board must be in writing and received by the Secretary. A Board member shall be dropped for excess absences from the Board if s/he has three unexcused absences from Board meetings in a year. An Officer, Director, or Board member may be removed for other reasons at any time, for any reason, and without notice by a three-fourths vote of the remaining directors.
Section 12: 	Special Meetings. Special meetings of the Board shall be called upon the request of the Chair or one-third of the Board. Notices of special meetings shall be send out by the Secretary to each Board member postmarked two weeks in advance.
Section 13: 	Conflicts of Interest. All Officers and Directors are expected to comply with the organization’s Conflict of Interest Policy and will be required to re-affirm their compliance with the policy by signing a statement each year.
ARTICLE V  	COMMITTEES
Section 1: 	The Board may create committees as needed, such as fundraising, housing, etc. The Board Chair appoints all committee chairs.
Section 2: 	The five officers serve as the members of the Executive Committee. Except for the power to amend the Articles of Incorporation and Bylaws, the Executive Committee shall have all of the powers and authority of the Board of Directors in the intervals between meetings of the Board of Directors, subject to the direction and control of the Board of Directors.
Section 3: 	Finance Committee. The Treasurer is chair of the Finance Committee, which includes three other Board members. The Finance Committee is responsible for developing and reviewing fiscal procedures, a fundraising plan, and annual budget with staff and other Board members. The Board must approve the budget, and all expenditures must be within the budget. Any major change in the budget must be approved by the Board or the Executive Committee. The fiscal year shall be the calendar year. Annual reports are required to be submitted to the Board showing income, expenditures and pending income. The financial records of the organization are public information and shall be made available to the membership, Board members and the public.
ARTICLE VI   	AMENDMENTS
Section 1: 	These Bylaws may be amended when necessary by a two-thirds majority of the Board of Directors. Proposed amendments must be submitted to the Secretary to be sent out with regular Board announcements.
These Bylaws were approved at a meeting of the Board of Directors of       Your Org Here      on
_______________________, 20XX

Attachment 3 – Sample Conflict of Interest Policy

CONFLICT OF INTEREST POLICY AND AGREEMENT
ARTICLE I	PURPOSES
It is important for      Your Org Here      directors, officers, and staff to be aware that both real and apparent conflicts of interest or dualities of interest sometimes occur in the course of conducting the affairs of the corporation and that the appearance of conflict can be troublesome even if there is in fact no conflict whatsoever.  Conflicts occur because the many persons associated with the corporation should be expected to have, and do in fact generally have multiple interests and affiliations and various positions of responsibility within the community.  In these situations a person will sometimes owe identical duties of loyalty to two or more corporations.  The purpose of the conflict of interest policy is to protect the corporation’s tax-exempt interest when it is contemplating entering into a transaction or arrangement that might benefit the private interest of an officer or director of the corporation or might result in a possible excess benefit transaction.  The policy is intended to supplement but not replace any applicable state and federal laws governing conflict of interest applicable to nonprofit and charitable organizations.
Conflicts are undesirable because they potentially or eventually place the interests of others ahead of the corporation’s obligations to its charitable purposes and to the public interest.  Conflicts are also undesirable because they often reflect adversely upon the person involved and upon the institutions with which they are affiliated, regardless of the actual facts or motivations of the parties. However, the long-range best interests of the corporation do not require the termination of all association with persons who may have real or apparent conflicts that are harmless to all individuals or entities involved.
Each member of the board of directors and the staff of the corporation has a duty of loyalty to the corporation.  The duty of loyalty generally requires a director or staff member to prefer the interests of the corporation over the director’s/staff’s interest or the interests of others.  In addition, directors and staff of the corporation shall avoid acts of self-dealing which may adversely affect the tax-exempt status of the corporation or cause there to arise any sanction or penalty by a governmental authority.
In connection with any actual or possible conflict of interest, an interested person must disclose the existence of the financial interest and be given the opportunity to disclose all material facts to the directors and members of committees with governing board delegated powers considering the proposed transaction or arrangement.
ARTICLE II	DEFINITIONS
2.1	Interested Person 
Any director, principal officer, or member of a committee with governing board delegated powers, who has a direct or indirect financial interest, as defined below, is an interested person.
2.2	Financial Interest 
A person has a financial interest if the person has, directly or indirectly, thorough business, investment, or family:
(a)	An ownership or investment interest in any entity with which the corporation has a transaction or arrangement,
(b)	A compensation arrangement with the corporation or with any entity or individual with which the corporation has a transaction or arrangement, or
(c)	A potential ownership or investment interest in, or compensation arrangement with, any entity or individual with which the corporation is negotiating a transaction or arrangement.
Compensation includes direct and indirect remuneration as well as gifts or favors that are not insubstantial.  A financial interest is not necessarily a conflict of interest.  Under Article III, Section 2, a person who has a financial interest may have a conflict of interest only if the appropriate governing board or committee decides that a conflict of interest exists.
ARTICLE III	PROCEDURES
3.1	Duty to Disclose
In connection with any actual or possible conflict of interest, an interested person must disclose the existence of the financial interest and be given the opportunity to disclose all material facts to the directors and members of committees with governing board delegated powers considering the proposed transaction or arrangement
3.2	Determining Whether a Conflict of Interest Exists 
After disclosure of the financial interest and all material facts, and after any discussion with the interested person, he/she shall leave the governing board or committee meeting while the determination of a conflict of interest is discussed and voted upon.  The remaining board or committee members shall decide if a conflict of interest exists.
3.3	Procedures for Addressing the Conflict of Interest
(a)	An interested person may make a presentation at the governing board or committee meeting, but after the presentation, he/she shall leave the meeting during the discussion of, and the vote on, the transaction or arrangement involving the possible conflict of interest.
(b)	The chairperson of the governing board or committee shall, if appropriate, appoint a disinterested person or committee to investigate alternatives to the proposed transaction or arrangement.
(c)	After exercising due diligence, the governing board or committee shall determine whether the corporation can obtain with reasonable efforts a more advantageous transaction or arrangement from a person or entity that would not give rise to a conflict of interest.
(d)	If a more advantageous transaction or arrangement is not reasonably possible under circumstances not producing a conflict of interest, the governing board or committee shall determine by a majority vote of the disinterested directors whether the transaction or arrangement is in the corporation’s best interest, for its own benefit, and whether it is fair and reasonable. In conformity with the above determination it shall make its decision as to whether to enter into the transaction or arrangement.
3.4	Violations of the Conflicts of Interest Policy
(a)	If the governing board or committee has reasonable cause to believe a member has failed to disclose actual or possible conflicts of interest, it shall inform the member of the basis for such belief and afford the member an opportunity to explain the alleged failure to disclose.
(b)	If, after hearing the member’s response and after making further investigation as warranted by the circumstances, the governing board or committee determines the member has failed to disclose an actual or possible conflict of interest, it shall take appropriate disciplinary and corrective action.
ARTICLE IV	RECORDS OF PROCEEDINGS
4.1	Minutes
The minutes of the governing board and all committees with board delegated powers shall contain:
(a)	The names of the persons who disclosed or otherwise were found to have a financial interest in connection with an actual or possible conflict of interest, the nature of the financial interest, any action taken to determine whether a conflict of interest was present, and the governing board’s or committee’s decision as to whether a conflict of interest in fact existed.
(b)	The names of the persons who were present for discussions and votes relating to the transaction or arrangement, the content of the discussion, including any alternatives to the proposed transaction or arrangement, and a record of any votes taken in connection with the proceedings.
ARTICLE V	COMPENSATION
5.1	A voting member of the governing board who receives compensation, directly or indirectly, from the corporation for services is precluded from voting on matters pertaining to that member’s compensation.
5.2	A voting member of any committee whose jurisdiction includes compensation matters and who receives compensation, directly or indirectly, from the corporation for services is precluded from voting on matters pertaining to that member’s compensation.
5.3	No voting member of the governing board or any committee whose jurisdiction includes compensation matters and who receives compensation, directly or indirectly, from the corporation, either individually or collectively, is prohibited from providing information to any committee regarding compensation.
ARTICLE VI	ANNUAL STATEMENTS
Each director, principal officer and member of a committee with governing board delegated powers shall annually sign a statement which affirms such person:
(a)	Has received a copy of the conflicts of interest policy,
(b)	Has read and understands the policy,
(c)	Has agreed to comply with the policy, and
(e)	Understands that the corporation is charitable and in order to maintain its federal tax exemption it must engage primarily in activities which accomplish one or more of its tax-exempt purposes.
ARTICLE VII	PERIODIC REVIEWS
To ensure the corporation operates in a manner consistent with charitable purposes and does not engage in activities that could jeopardize its tax-exempt status, periodic reviews shall be conducted.  The periodic reviews shall, at a minimum, include the following subjects:
(a)	Whether compensation arrangements and benefits are reasonable, based on competent survey information and the result of arm’s length bargaining.
(b)	Whether partnerships, joint ventures, and arrangements with management corporations conform to the corporation’s written policies, are properly recorded, reflect reasonable investment or payments for goods and services, further charitable purposes and do not result in inurnment, impermissible private benefit or in an excess benefit transaction.
ARTICLE VIII	USE OF OUTSIDE EXPERTS
When conducting the periodic reviews as provided for in Article VII, the corporation may, but need not, use outside advisors.  If outside experts are used, their use shall not relieve the governing board of its responsibility for ensuring periodic reviews are conducted.
CERTIFICATE OF ADOPTION OF CONFLICT OF INTEREST POLICY AND AGREEMENT
I do hereby certify that the above stated Conflict of Interest Policy and Agreement for      Your Org Here      were approved and adopted by the board of directors on    Month Day, Year and constitute a complete copy of the Conflict of Interest Policy of the corporation.
Secretary_______________
Date: ________________


Attachment 4 – Attachments to IRS Form 1023


Attachments to IRS Form 1023 – Application for Tax Exempt Status




1. Proof of Organizational Structure – Copies of the Articles of Incorporation and any Amendments to the Articles of Incorporation showing the “Certification of Filing” with Virginia State Corporation Commission.  (These documents must be obtained from the SCC and must display the SCC Certification and Seal). This is required per Part II, Question 1, Page 2 of IRS Form 1023.

2. Bylaws – This is required per Part II, Question 5, Page 2 of IRS Form 1023.

3. A Narrative Description of the Organization’s Activities (Past, Present and Future). This is required per Part IV, Page 2, of IRS Form 1023. Try to limit this to one page.

4. Conflict of Interest Policy – See sample available in Appendix A of the Instructions for Form 1023. This is required in Part 5, Question 5a, Page 4 of IRS Form 1023.

5. A narrative description of each fundraising program selected in Part VIII, Question 4A, Page 6, of IRS Form 1023. A brief sentence or two for each activity will suffice.

***






Attachment 5 – IRS Form 1023-EZ Eligibility Worksheet
From IRS Form 1023 EZ Instructions (20 Pages)

	IRS Form 1023-EZ Eligibility Worksheet
10 yes/no questions – if yes, must file full IRS Form 1023

	1
	Expect gross receipts > $50,000
	
	7
	Other than a non-stock corporation or trust

	2
	Gross receipts > $50,000 in past three years
	
	8
	Successor to a for-profit entity

	3
	Assets > $250,000
	
	9
	Previously revoked for failure to file

	4
	Formed under laws of a foreign country
	
	10
	Church/convention/association of churches

	5
	Mailing address in a foreign country
	
	
	

	6
	Successor to suspended tax-exempt entity
	
	
	




[image: ]


[bookmark: _Hlk493492908]

Attachment 6 – IRS Form 1023-EZ
Streamlined Application for Recognition of Exemption
Under Section 501(c)(3) of the Internal Revenue Code
Page 2:	Part I	Identification of Applicant
		Organization name, address, EIN, tax year, contact person
		Directors and officers’ names, addresses  
	Part II	Organizational Structure
[image: ]
[bookmark: _Hlk493492027]Page 2:	Part III	Your Specific Activities
		NTEE Code
		Exemption Category: Charitable, Religious, Educational, …
		Restrictions: no politics, no business, no legislating, no insurance
		Other: financial benefit to officers, expenses, Bingo, disaster relief
	Part IV	Foundation Classification

[image: ]



Page 3:	Part V	Reinstatement after Automatic Revocation
		Failure to file annual returns was unintentional
		Reinstatement under Procedure 2014-11
	Part VI	Signature
		Under penalties of perjury

[image: ]

Attachment 7 – Steps to Establish a Nonprofit in Virginia

Checklist of State and Federal Requirements
This is only a guide; requirements for a specific organization may vary.
	Steps to Establish a Nonprofit in Virginia

	
	Task
	Form Number and Title
	Cost
	Comment

	
a
b
	Write draft copy of Articles of Amendment
Organization’s
Mission and Bylaws
	
	
	
	Ensure consistency among
- SCC 888 Attachments
- IRS Forms 1023 & 990
- VA Form 100

	c
d
	Conflict of Interest Policy
Estimate revenue and expenses for 3 years
	

	
	
	

	e
	Establish a Virginia
Nonstock Corporation
	SCC 819
	Articles of Incorporation for a Nonstock Corporation
	$	75
	Establishes your organization as a unique business entity
$25/yr annual renewal

	f
	
	SCC 888
	Guide for
Articles of Amendment
 – Nonstock Corporation
	$	25
	Requirement for nonstock corporations to qualify for IRS Tax Exemption

	g
	Obtain Federal EIN
	IRS SS4
	Employer Identification Number
	
	A unique identifier for taxes and banking purposes

	h
	Open Bank Account
	
	
	
	EIN Required

	i
	Apply for 
Tax Exempt Status
	IRS 1023
	Application for Recognition of Exemption Under Section 501(c)(3) of the Internal Revenue Code
	$	275
	$ 275 if eligible for 1023EZ
$ 400 If receipts < $10k/4yrs
$ 850 if receipts >$10k/4yrs

	j

	Obtain local
business license
	
	
	$	30
	City or county.  In JCC
$30 for revenue of $ 4k-40K

	k
	Open for business
	
	
	
	But no donations are tax deductible until final IRS approval

	l
	Paid Employees?
Other Taxes?
	R-1
	Virginia Department of Taxation Registration 
	
	For employee withholding (and sales tax if applicable)

	m
	
	FC-27
	Virginia Employment Commission
	
	For unemployment tax and workers compensation

	n
	Receive IRS
Tax Exempt Status
	
	
	
	May take six months.  Now benefactors can deduct the donation on their tax returns

	o
	Virginia Exemption 
Sales and Use Taxes
	
	VATAX Nonprofit Online

	
	Certificate for relief from paying local sales tax for office supplies, etc.

	p
	Register as a 
Charitable Organization to Solicit Donations
	VA 100
	Virginia Exemption Application for a Charitable or
Civic Organization
	$	10
	Virginia Department of Agriculture and Consumer Services, Office of Charitable and Regulatory Programs

	q
	File first year 
federal taxes
	IRS 990
	Return of Organization
Exempt From Income Tax
	
	Subsequent years
IRS 990N < $10,000 revenue
IRS 990EZ

	r
	File Virginia Taxes
	VA 500
	Virginia Corporation Income Tax Return
	
	Only if the nonprofit incurred unrelated business taxable income at the federal level




Attachment 8 – Documentation for an Existing Nonprofit in Virginia

Welcome to the Board – What you should do now
This is only a guide; requirements for a specific organization may vary.
	Documents to Review for a Nonprofit in Virginia
All are required by the Commonwealth or the IRS

	a
	Articles of
Amendment
	1. Is the organization operating exclusively for charitable purposes?
2. Are principals gaining money other than reasonable compensation?
3. Is the organization attempting to influence legislation or political campaigns?
4. Is the organization operating consistent with the 501(c) requirements?
5. Is excess equipment being donated to a qualified 501(c)(3) organization?

	b
	Organization’s
Mission 
and Bylaws
	Operating consistent with the By Laws?
Board of Directors Elected?
Does it specify how funds will be solicited from the public?
Disposition of assets to a charitable organization?

	c
	Conflict of
Interest Policy
	1. Review policy (the organization must have one)
2. Copy signed by all directors, officers, every year?

	d
	Financial Plan
	Determine if organization has a budget and operates within it

	e
f

	Virginia Nonstock
Corporation 
	1. Call the SCC and ask if the organization is registered and in good standing 
2. Determine if the Agent of Record name and contact data is current.

	g
	Federal EIN
		Ensure funds are deposited in a unique, separate, organization bank account

	h
	Bank Account
		Review recent statements for anomalies
1. Who are the major recipients of funds?   Do they have any personal/business relationship with any director/officer of the organization?
2. When was the most recent outside audit.
3. How much revenue generated in one year?  < $10k?  > $20k?  > $100k? 
(these are brackets for IRS filings) 

	i
	Tax Exempt
Status
		Review IRS certification as a 501(c)(3) Charitable organization

	j
k
	Business 
license
	1. If interacting with the public, are you licensed to interact with the public?
2. Is city/county business license current?

	l
m
	Paid employees?
Other taxes?
	1. Has State R-1 been filed?  Withholding being paid to state?  Workers Comp?  Unemployment Insurance?  Any other taxes due?

	n
o
	Virginia Exemption 
Sales and Use Taxes
	1. Are you exempt from paying local sales and use taxes?  Does it matter? 
2. Do you have a copy of the state exemption notice


	p
	SCC Form 100 
to Solicit funds 
	Are you ‘authorized’ to solicit donations from the general public?
Does it matter?

	q
	Federal 
Tax Return
	1. Have you filed: IRS 990N or IRS 990 EX or IRS 990 (long form)
2. Is any employee/contractor paid more than $50k/yr?

	r
	Virginia 
Tax Return
		Have you incurred unrelated business taxable income at the federal level

	
	Periodic Audit
		Conducted by a disinterested party

	
	Directors Insurance
		Is it necessary and/or affordable?



Alphabetical line items refer to the chart of setting up a nonprofit in Virginia.


Attachment 9 – Sample In-Coming President’s Board of Directors To Do List

1.	    	Review Mission Statement: 
Does it state who we are, what we do, for whom, and how we do it? 	– President 
2.	    	Find and read the most recent version of the Bylaws:
Bylaws are required by IRS; should be simple and broad; must/should address:
a.	Board of Directors: composition, election and termination
b.	Officers and committees: duties, meetings, documentation
c.	Annual meetings:  schedule, quorum, minutes
d.	Conflict of interest: statement and annual certification
Are our day-to-day, month-to-month operations consistent with the by-laws?	– Director C
3.	    	Are we ‘In good standing’ with the Virginia State Corporation Commission; and,
do we file annual updates and pay $25 fee to the State Corporation Commission?	 – Director F
4.	    	Did we file Articles of Amendment that specified:
a.	We are organized exclusively for charitable purposes, and
b.	No part of our earnings accrue to the benefit of any director or officer, 
	except for a reasonable salary approved by the directors, and
c.	No substantial effort is made to influence legislation or elections, and
d.	All activities are consistent with the requirements of IRS Section 501(c)(3), and
e.	Upon dissolution of the corporation, all assets will be donated to another Charity?	- Director F 
5.	    	Find the IRS 1023 certification of our status as a Tax Exempt Organization.	- Director C
6.	    	Is our city/county business license current?	- Director C
7	    	Do we have a state exemption (Form NP-1) from Retail Sales and Use Taxes?	 – Director F
8.	    	Are we registered as a charitable organization to solicit donations (Form 100)?	 – Director F
9.	    	Does our charity file an IRS Form 990 annually?  State taxes: Form 500?	 – Director F


10.	    	Plan and conduct a meeting with Weekly Coordinators and Lead Volunteers.	 – Director M
11.	    	Develop a Training Manual	 – Director G
12.	    	Develop guidance on sexual harassment prevention and have volunteers sign
(like we did for confidentiality agreements)	 – Director G
13.	    	Meet with our insurance agent to determine if we are adequately protected:  
a.	property, 	e.	motor vehicles,
b.	general liability, 	f.	umbrella liability,
c.	fiduciary liability (crime), 	g.	workers compensation.
d.	non-profit Directors and Officers liability, 				 – Director B
14.	    	Find lawyer, accountant, insurance agent and banker to work pro bono for us.	 – all Directors
15.	    	Be prepared at the next Annual Meeting to Review/Approve:
a.	Mission/Vision, 
b.	Strategies/Goals, Policies, 
c.	Budget (discuss new budget and/or review old year’s budget)	 – President & Director F
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Attachment 7 – Steps to Establish a Nonprofit in Virginia
(Duplicate copy)
Checklist of State and Federal Requirements
This is only a guide; requirements for a specific organization may vary.
	Steps to Establish a Nonprofit in Virginia

	
	Task
	Form Number and Title
	Cost
	Comment

	
a
b
	Write draft copy of Articles of Amendment
Organization’s
Mission and Bylaws
	
	
	
	Ensure consistency among
- SCC 888 Attachments
- IRS Forms 1023 & 990
- VA Form 100

	c
d
	Conflict of Interest Policy
Estimate revenue and expenses for 3 years
	

	
	
	

	e
	Establish a Virginia
Nonstock Corporation
	SCC 819
	Articles of Incorporation for a Nonstock Corporation
	$	75
	Establishes your organization as a unique business entity
$25/yr annual renewal

	f
	
	SCC 888
	Guide for
Articles of Amendment
 – Nonstock Corporation
	$	25
	Requirement for nonstock corporations to qualify for IRS Tax Exemption

	g
	Obtain Federal EIN
	IRS SS4
	Employer Identification Number
	
	A unique identifier for taxes and banking purposes

	h
	Open Bank Account
	
	
	
	EIN Required

	i
	Apply for 
Tax Exempt Status
	IRS 1023
	Application for Recognition of Exemption Under Section 501(c)(3) of the Internal Revenue Code
	$	275
	$ 275 if eligible for 1023EZ
$ 400 If receipts < $10k/4yrs
$ 850 if receipts >$10k/4yrs

	j

	Obtain local
business license
	
	
	$	30
	City or county.  In JCC
$30 for revenue of $ 4k-40K

	k
	Open for business
	
	
	
	But no donations are tax deductible until final IRS approval

	l
	Paid Employees?
Other Taxes?
	R-1
	Virginia Department of Taxation Registration 
	
	For employee withholding (and sales tax if applicable)

	m
	
	FC-27
	Virginia Employment Commission
	
	For unemployment tax and workers compensation

	n
	Receive IRS
Tax Exempt Status
	
	
	
	May take six months.  Now benefactors can deduct the donation on their tax returns

	o
	Virginia Exemption 
Sales and Use Taxes
	
	VATAX Nonprofit Online

	
	Certificate for relief from paying local sales tax for office supplies, etc.

	p
	Register as a 
Charitable Organization to Solicit Donations
	VA 100
	Virginia Exemption Application for a Charitable or
Civic Organization
	$	10
	Virginia Department of Agriculture and Consumer Services, Office of Charitable and Regulatory Programs

	q
	File first year 
federal taxes
	IRS 990
	Return of Organization
Exempt From Income Tax
	
	Subsequent years
IRS 990N < $10,000 revenue
IRS 990EZ

	r
	File Virginia Taxes
	VA 500
	Virginia Corporation Income Tax Return
	
	Only if the nonprofit incurred unrelated business taxable income at the federal level
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