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Non-profit organizations registered and functioning on the territory of the US can get particular benefits from the federal government, including the release from paying income taxes. But before you get too excited, you should know that getting the tax preferences is a costly and time-consuming procedure, but at the end of the day, the effort will repay you.

Usually, non-profit organizations perform certain functions that have a significant socio-economic impact and value. Since they are non-profit by design, the income of such enterprises may not always be sufficient for those who pay the taxes and maintain the office and staff members. And that is when the tax preferences and benefits come in handy. But to get them, a non-profit organization owner has to undergo a whole qualification process and prove that they deserve to receive the federal benefit. The owner has to complete and file the 1023 IRS Form to qualify (also known to the public as the Application for Recognition of Exemption).

Eligibility and Process

Only certain non-profit organizations are eligible to file for exemption under the federal Revenue Code. Here, you will find a comprehensive list of such legal entities:

	Religious non-profit organizations;
	Non-profits involved in charity;
	Scientific non-profit organizations;
	Non-profits that specialize in testing for public safety;
	Literary or educational non-profit organizations;
	International and national amateur sports competitors;
	All non-profits that contribute to counter cruelty towards children and animals.


The above-mentioned groups of entities have to qualify to be exempt from tax withholding, but the IRS defines some organizations that are not subject to tax withholding automatically, and they are as follows:

	Churches


They stand separately from the religious organizations cause these two concepts are not identical. Religious organizations may not have a church or may not be internationally recognized by any existing religious branch. The respective integrated auxiliaries and conventions of churches also fall for this category and are exempt from taxes.

	Non-private foundations


It is a certain type of non-commercial legal entity with gross receipts not exceeding $5,000 (typically).

Legal Requirements and Provisions

Of course, there is a set of requirements that the entity has to meet to gain the much-desired tax benefits and corresponding status. Besides the fact that the subject entity must fall for one of the categories mentioned above, it also must be founded in the forms of either a corporation, an LLC, trust, or an unincorporated association. This particular requirement aims at limiting the organization’s objectives and goals strictly and permanently to the ones designated in the form granting the tax exemption status.

The subject organization should also indicate in its founding documents (such as charter or an operating agreement) the following provisions:

	The entity will not get involved in any political activity, including campaigns or legislative activity promotion;
	The organization commits to ensuring that its assets and earnings will not benefit the board members and top-managers in any unjust way;
	The non-profit will refrain from promoting its private purposes unless it is vital;
	The entity commits to not engaging in any illegal or criminal activity that would violate fundamental public safety.


The standard 1023 Form filing will cost the applicant $600. There is a small discount for the entities that make less than 10 thousand US dollars a year; they can pay only $400 per one form filing. The respective address for filing is indicated on the very first page of the form template. Further, we will give you a detailed description of how to fill out the form.



Other IRS Forms for Charities and Nonprofits

There are some other IRS forms that every organization applying for tax-exempt status should be familiar with.

 	Form 1023-EZ
	Form 1024
	Form 8282
	Form 8718






How to Fill Out Form 1023

You need to get the accurate form template before you proceed with the filing process. The form is available online on the official IRS website, so you can either find and download it from there, or you can use our latest software tools and developments to create an already customized form and edit the PDF file online on our website.

Hereunder, we have compiled a comprehensive guide on filling out the form, so you can refer to it and follow the instructions step by step to avoid unnecessary mistakes. The form contains some updates compared to the previous years, so you may also want to check out the refreshments and novelties on the IRS website.

Identify the Applicant 

In the first part of the application form, you must identify the applicant. Enter the legal name of the organization applying for the special tax status, its mailing address, including state, city, ZIP, street, and building number, EIN, the month of the accounting period beginning, and the respective contact info (fax, daytime telephone number, and the name of the responsible contact person).




Below you can add some additional info about your company, like the website address, contact E-mail, date of establishment, authorization, and foreign residence (if applicable). Check the necessary boxes and fill in the blank spaces and shown below.




Define the Organizational Structure

In the second part, you must define the organization’s legal entity type and structure. Choose among the four given options and tick the corresponding box to do so.




State the Required Provisions in the Founding Document

Above in the article, we have briefly mentioned the necessary provisions that compulsory to include in the company’s founding statutes to be eligible to apply for the special status and respective benefits. Mark if you have those provisions in the sections of Part 3 of the application form.




Describe Your Goals and Activities

Part 4 is represented by a narrative that you, as the owner, provide on your company’s primary activities. The form is long enough so, not to overload it with additional supplementary information, you are suggested to use attachments to describe your primary goals and activities. Remember that they have to comply with the legal requirements for the applicants.




Designate Your Financial Arrangements

Part 5 comprises a significant share of the application form and requires detailed information on the company’s management, including members, officers, and other significant employees that play their part in managing the company’s business. You should indicate the full legal name of each candidate, their title, physical address, and the respective compensation amount in US dollars. Fill in the table in the given manner.




Indicate Other Beneficiaries (if any)

In Part 6, you should answer the questions about any other beneficiaries of the subject company that receives gains in some form. Put the ticks in the “Yes” or “No” boxes to affix your answers. Provide only accurate and factual information.




Describe Your History

Part 7 is quite short: here, you must answer two questions on your company’s history. Mark if your company is a successor of some other entity.




Define Any Specific Activities

Further on, you must provide the info on any specific activities that your company is attempting to perform. These questions are meant to find out if you are trying to pass an application for tax exemption while doing something off of the prohibition list. You must commit to not performing any political activity of trying to influence the legislative process (check other required provisions as well).




Insert Financial Data

Part 9 requires you to insert all the related financial data and obligations that your non-profit legal entity has. These financial obligations and expenses may include grants and gifts, membership fees, investments, or any other extraordinary fundraising investments and accumulations that your company is related to.




Confirm Your Charity Status

Under the Internal Revenue Code, the legal entity claiming the exceptional tax benefits and preferential status must have one of the public charity statuses. Pick out the relevant charity status that suits your particular company the most and tick the corresponding box.




Provide User Info and Signature

In the concluding part, you must enter the amount of the user fee paid and submit the receipt (according to the annual gross income). The responsible officer filling out the form shall put a signature, their title, current calendar date, and printed name.




Fill Out the Supplements and Schedules 

Along with the applicable provisions, you have to fill out and submit a number of supplements and schedules (from A through H). All of them are designated for different types of organizations that are eligible for the tax exemption option. You must choose the proper Schedule according to the entity type and only fill out that particular Schedule. Leave the other Schedules empty and untouched.

We also advise you to use the user’s Checklist at the end of the form template to make sure that you have all the necessary documents filled out and prepared.
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