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Quick Reference Fact Sheet

The Superfund Technical A551stance Grant (TAG) Program was created to prov1de grants to groups of
citizens living near Superfund sites for the purpose of hiring independent technical advisors. TAG -
~ recipients help communities become more active in the Superfund process. To be eligible to receive a -
TAG, citizens’ groups must be 1ncorporated to address the Superfund site. This fact sheet answers -
questions that frequently arise regarding incorporation and tax-exempt status for citizens’ groups. ThlS
‘information will help you get started but 1t does not substitute for adv1ce from legal and ﬁnanmal

spec1ahsts
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What Is Incorporation? -

~ Incorporation is a process through which an .
organization is granted legal status and is
recognized as an entity under state law. An
incorporated organization- has the legal right and
power to enter into contracts, own property, -
borrow money, and mortgage its property. It

‘ contlnues to exist legally, even if the founders
officers, or d1rectors change.-

By incorporating, your group adopts a widely
recognized structure and operating procedures’ ‘
required by state law. The process for -
incorporating varies from state to state. Consult
the corporate law of your state government for

- the specific requirements and steps you must
follow. In most states, the corporate division of
‘the Secretary of State is responsible for
incorporation of organizations.

‘Technical Assistance Grant (TAG), 7
. incorporating can help your group qualify for
- financial assistance from other federal, state!

What are the Advantages of Ino_orporating?

In addition to making the group eligible for a

public, or private sources. Incorporation also
shields officers, board members, and the

.. employees of a corporation from liability and

debts incurted by the corporation. Incorporation -

‘costs are réimbursable with TAG funds 1f your

group recelves aTAG.

When you 1ncorporate itis 1mportant to 1dent1fyﬁ
your group as a nonprofit organization. Banks
and other financial institutions often favor
nonprofit corporations. Consult an attorney for
more information on the legal and financial
benefits of i 1ncorporat1ng your group asa
nonproﬁt orgamzatlon :




What are the Responsibilities of Officers and
Directors?

Directors and officers of a corpération have a
legal duty to the corporation. Generally, they

may not mix their personal affairs with those of

the corporation or act in a way that is harmful to
it. The corporate laws in each state include
provisions defining the responsibilities and
obligations of the corporation'’s officers and

directors. Under the corporate bylaws, an officer -

or employee must be designated for financial
reporting and tax payment. That individual can

be held personally responsiblé if he or she fails to

file or pay taxes.

What are the Tax Responsibilities of a Non-
Profit Organization?

Incorporating your citizens’ group as a
nonprofit organization does not automatically
exempt the group from taxation. Nonprofit
organizations are required to file a corporate tax
return (U.S. Internal Revenue Service Form
1120) with the federal government, even if they
take in no revenue. The only nonprofit

Procedures for Setting Up a Nonprofit Corporation

Contact the state agency responsible for incorporation of nonprofit ofganizations In most states, the
corporate division of the Secretary of State incorporates nonprofit organizations. Other states have

corporate commissions or maintain corporate divisions in departments regulating commerce and
business affairs. Telephone numbers for these offices often are Ilsted in the blue pages under “State

Government.”

The state agency will provide information on state lncorporatlon laws, tell you how to obtain legal forms,

and specify requirements for filing them.

2. Define the purpose of the corporation. Writing a mission statement provides the basis of the
organization's charter as a nonprofit corporation. This statement is essential for establishing the
organization's identity as a nonprofit corporation. To be eligible for a TAG, the group must state that
they are incorporating in order to address the Superfund site in their gommumty

3. Complete forms and draft other required documents. This generally includes:

Arrange for incorporators

Select a board of directors

Draft a constitution or set of bylaws
Dratt Articles of Incorporation

Draft other required documents

It is a good idea to get the help of an attorney to assist you in preparing and filing your corporate charter
* or to review your application package before you submit it to the state. You may be able to find a local
attorney to review it pro bono. Reasonable fees in most areas of the country range from $250 to $550.

Submit paperwork and required fees to the state’s incorporating agency. Required fees vary from state
to state, but generally they are less than $100. In some states, fees are considerably lower. Check with

the state's incorporating agency, a local certifi ed public accountant, or your attorney to find out

applicable fees in your state.

By planning the incorporation process to coincide with the TAG application process, your group will
avoid incurring incorporation costs until after you find out if your application is approved. Costs of
incorporation can then be reimbursed by the grant. Be sure to state in your application that this is what

your group plans to do.




corporations that do not have to filea corporate v What isa 501(c)(3) ‘OrganiZation 2"
tax return are those that are recognized by the

-U.S. Internal Revenue Service (IRS)as - A 501(0)(3) orgamzatron isa nonproﬁt
' "tax-exempt" and that have gross receipts ineach corporation orgamzed and operated excluswely '
tax year that normally are not more than $25,000. . for a special and useful purpose that is
Filing for tax-exempt status is a separate process ' “recognized by the IRS as exempt from federal
from incorporation, and it is described below. -~ income tax. Section 501(c) of the Internal
o o o " Revenue Code includes more than 20 ‘
' Most states also require nonprofit corporations to . - classifications of organizations eligible for tax-
file corporate income tax returns, even if the ‘ exempt status. The most appropriate
nonprofit corporation has no revenue. Some classification for citizens” groups is designation
states Jimpose a minimum tax on any corporation,  * as a charitable organization under Section -
even a nonprofit one, that is not recognized as - 501(c)(3). This classification allows the X
tax-exempt by the IRS. The legal and financial . organization to solicit financial support fromthe
implications vary widely among the states, soit . public and to receive government grants and '

" is important to find out what your state requires. . support from public and private foundations. -

'Procedure for Securing Tax-Exempt Status for a ‘Citizens’ Group :

4

1‘. Obtain the required forms from the IRS. You will need IRS F orm 1 023 Applzcatzon Jor Recogmtzon of Exemption
+. " Under Section 501(c)(3) of the Internal Revenue Code. o : ,

Your corporation also must have an Employer Identification Number (EIN) whether or not it has employees or
“plans to hire any. IRS Form SS-4, Application for Employer Identification Number, can be filed at the same time -
you file an appl1cat10n for tax-exempt status. In most. cases, you can submit applrcatrons by mail and by facsimile
(FAX). The IRS Office in your area can provide the local FAX number It also is p0551ble to obtain an EIN. w1th1n

24 hours by callmg your local IRS Office. :

Deﬁne the purpose of the orgamzanon A written mission statement is essential for establlshmg the organlzatlon s
identity as a nonproﬁt corporatlon and obtammg tax-exempt status. The statement should include:

Information on how the organization will meet the eligibility criteria under Sectlon 501(c)(3), that is, how it

will organize and operate exclusively for one or more of the special purposes specified under Section 501(c).

A statement that no part of the net earnings of revenues of the organization w1ll be dlstrlbuted for the pr1vate :
benefit of individuals or shareholders. '

Certification that the organization will not engage in lobbying as a substantial part of its activities, and will not }
participate in any way in political campaign activities. IRS Publication 557, T ax—Exempt Status Jor Your
Orgamzatton provides useful information for draftmg this statement.

» "

. Submit necessagg forms and supgortmg documents to the IRS Submit IRS F orm 1023, Applzcatzon for v
Recognition of Exemption Under Section 501(c)(3) of the Internal Revenue Code, and IRS Form SS-4, Applzcatzon

Jor Employer Identification Number to the. appropriate IRS Reglonal office. Be sure to include all necessary
supportmg documents. - ,




| It also may be necessary to file apphcatlons with
~ state and local authormes to obtain exemption
from state and local taxes; however, this

designation usually is automatic based on the IRS

ruling.

Is Ta\-Exempt Status Requlred to Recewe a |

TAG?
No. However, there are several advantages to
securing tax-exempt status from the IRS:

® Once tax-exempt status is formally recognized

by the IRS, the income and assets of the
nonprofit corporation are free from federal
taxation and, usually, from state and local
taxation, too.

® Some classifications of tax-exempt status offer

the nonprofit corporation legal authority to
accept contributions, and permit contributors
to deduct their donations from income tax.

® A tax-exempt, nonprofit corporation also may

apply to the U.S. Postal Service for a special
permit for lower-rate postal privileges.

Nonprofit corporations mu‘st meet several
standards to qualify for tax-exempt status under
Sectxon 501(c)(3):

® The organization must organize and operate
exclusively for one or more of the special
purposes specified under Section 501(c).
These include religious, educational,
charitable, scientific, or literary purposes;
testing for public safety; or other specific
purposes outlined in the law.

® None of the net earnings or revenues of the
organization can be distributed for the

~private benefit of individuals or
shareholders. ‘

‘® The organization cannot engage in lobbying
(defined as attempting to influence
legislation) as a substantial part of its
activities.

° Participétion in p_olitical campaigns or on o
behalf of any candidate is strictly prohibited.

A nonprofit corporation must provide evidence
that it meets these criteria in its bylaws and
Articles of Incorporation. It also must

- demonstrate that the eligibility criteria are met

by documenting its actual operations and
activities in annual filings with the IRS (usually
by filing IRS Form 990 or 900EZ).

Additional Resources:

Ted Nicholas, The Complete Guide to Nonprofit
Corporations: Step-by-Step Guidelines,
Procedures and Forms To Maintain a Nonprofit
Corporation (Chicago: Enterprise-Dearborn,
1993). Cost: $19.95. :

U.S. Intemal Revenue Service Publication 557,
Tax-Exempt Status Jor Your Orgamzatzon
FREE. Find the address of the nearest Internal
Revenue Service Office in the "United States
Government" section of your local telephone
directory. Many IRS publications and forms
also are on the Internet at www.irs.ustreas.gov.
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- MEMORANDUM

SUBJECT Product Rev1ew Comments on Techmcal Assistance Grants (TA G)
Incorgoratzon and Tax-Exempt Status _ Q

FROM: - Margaret Morgan-Hubbard, Dlrector
Office of Commumcauons ' :

- | Dl } Jio /4}9/

~ TO: | "Rebecca D Brooks Product Review Oﬁ" cer for OSWER "9 ?dm
We concur with the final review of your fact sheet Baswa]ly, tax-exempt

orgamzauons are not EPA’s business, but that of the Internal Revenue Semce

We made ed1tona1 changes to the fact sheet for you to cons1der

Ifyou would like to dlSCIlSS any concerns- please contact Geneva Ball of my staﬁ'
at 260-4367. | ,

‘ Thank you

‘ Hecyeleleeeyclable « Printed with Végetable [e]1} Baséd Inks on 160% Recycled Paper (20% Postoonstimer)
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Offi ce of Commumcatlons Educatlon and MedlaRelatlons

« ]ConceptNotlﬂcatlon N
[ ]Draft Review
~ [x] Final Review

Date ep 3 1998

‘Techﬂﬁmcal Asmstance Grants “TAG‘
Tax-Exem pt Status

Incor oratlon and |

OSWER
COMMENTS DUE: 9/9!98 | | ____ FYIONLY:
-OCEMR REVIEWERS
OCEMR IMMEDIATE OFFICE OFFICE OF COMMUNICATIONS
"I 1 Diane Esanu | [X] Margaret Morgan-Hubbard
. IX1 Hank Roden | , o
o : - PRODUCT REVEW GRAPHICS ‘
- ” | | [ 1 DonBronkema [ ] Barbara McDowell
o [ 1 Roy Popkin [ ] Barbara Doyle
‘i];j;OFFlCE QF MEDIA RELATIONS ~ [X] Carol Morgan [X] James Ingram
| [X] Leanne Nurse , [ 1 Ron Farrah
“IX1 John Kasper : ‘ [X] Doris Fairley
{1 . [ ] Geneva Ball
| ‘ PUBLIC LIAISON
“ [ ] Amy Dewey
“QFF!QE QF ENVIRONMENTAL EDUCATION [ 1 Melba Meador
‘[ 1 Mike Baker [ ] Doretta Reaves
11 ” - [ ] Mary Popkin
[ ] Elaine Koermner
[ ] Mike Scott .
[ ] RyanRodgers
“‘Non-Concur _ Can Not Evaluate — Insufficient Ihformation .
L ‘ Name o Date E Name _ Date
:.Concur ___ Concur w/Comments Meeting Requested
Name Date N Name Date Name . Date
Comments:
" RETURN TO: Doris J. Fairley, Room 358 Annex — Teleph‘qne Number: (202)260-5590

Rev. 3/31/88
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Final Draft Rewew PUb|IC Onented Products
Official Title: Techﬂ/c.a/ﬁééf;sfﬁﬂct, Publication '\"; ' EIO/? 6‘ D//- ?5’ 03 ’71
K / ) N - - . ,
Working Title (if differgnt):
,anorﬁb\(a“ﬁ Uﬂ/)o/ F}‘Sl stCMO"" 5 / ﬁ 7 L/S
Project Orlg%or , S .
Name-- e 77 A(/L) | ___ Phone- 703- 603- FI27 Office- OSWER/OERR
Target Audience(s): Estimated Cost:. -~ o 2 S
Congress ﬁe// 4%»1) " | 1. Create & Develop: (Research, write, design)..........- $ S ‘
Cpmnmm/y J.nvp/ymw(— 2. Produce: (e.g. camera-art, filming)............ SRR )
Statl : 3. Duplication e, o 8
./Pub"o ﬂ%).rﬁ ' .. I‘ AU eeeieeaas :.‘..‘.. .......... j................. ............. e . .
4. Distribution.......s............... TP ettt $
o] 7 | T P $
Product Type ‘
FHCT S HEET
Estl_mated Quantity: .
BP0 Lopies eact;

| EPA and external offi ces/orgamZatnohs your office has involved in the development of
this product. (Refer to “List of Potential Revnewers in the handbook Developing

Issues To Be Flagged:
| ' Products for the PubI/c )

AA/RA’s Product Review Officer's Recommendation: -1 have reviewed this final draft based on EPA s Product Screenmg
Crlterla in'the Handbook and | forward the-draft to. OCEPA for review.

Name:__Booky Brooks | slgnature.;-ﬁé@m_&_ﬁw

Office. pSUWIER - : ) Telephone:__ Z2L0—34 7Y - pate: 91 /1K
OCEPA Product Review: R ' - e o
o Nonconcur : - '0.Reviewed without comment . S ﬁﬁ?eviewed with comments (attached)

oA meeting is necess‘ary to discués comméntfs.l (Thé product should not procéed further prior to this meeting.)

7

] Please send/?r further review to

Slgnature )L?W%/ /54/(/(/ ‘Date: 9/5 ? 00

EPA Form 2200 7 (Revrsed 1/97).
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