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FACTS AND FIGURES ABOUT
CHARITABLE ORGANIZATIONS

* In 2011, over 1.6 million tax-exempt nonprofit
organizations were registered with the IRS

* About 75% of these make up the “independent
sector” — including 501(c)(3)s and (c)(4)s.

— About 10% are (c)(4)s [examples include the
NAACP, the NRA, and the Sierra Club]



Recipients of benefits

Sources of Revenue _ Public benefit

— Donative nonprofit — Mutual benefit
— Commercial nonprofit




NONPROFIT vs CHARITABLE
ORGANIZATION

Tax-Exempt
Organizations




Choice of Form|
— State Law







Fiduciary relationship with respect to property created by
declaration of trust by trustor investing trustee with legal
title to property for the benefit of a charitable beneficiary

May have one
or more
trustees who

Ascertainable Trustee owes

Governed by
)



number, term, successors




Unincorporated association,
other than one created by a
trust, consisting of three or

Governed by the Texas
Business Organizations Code

more members joined by (Ch. 252)

mutual consent for a common,
nonprofit purpose

Powers: Promote aims and
Formation not governed by purposes and advance
statute (usually have members’ interests by all
Constitution, Articles of legitimate and legal means
Association, or Bylaws) (not necessarily charitable,
e.g. trade association, unions)




ICT O Iaws concerns

Business Organizations
Code)




applying for 501)(c)(3) recognition (must be organize
exclusively for charitable, educational or religious purposes)







Members
(owners),
Entity managers
organized (directors)
under Ch. shielded
101 of the from debts,
BOC obligations,
liabilities of
the LLC

May be
managed by
members or

managers

Can create
problems
with
franchise
tax and
property tax







TAX EXEMPT ORGANIZATIONS:
FEDERAL LAW

.R.C. Section 501(c) lists organizations that are
exempt from federal income tax.

Over 30 categories of federal income tax
exemption classification

.R.C. Section 501(c)(3) lists charitable organizations
that are exempt from federal income tax,
contributions to which are income tax deductible to
the donor under I.R.C. Section 170



<<case law>> - not violative of public policy




Other social welfare




fail to further charitable
purposes




ev:dencmg the orgamzatton S exempt status

File letter with Texas Comptroller to request exemption
from state franchise tax and sales and use taxes




on form of organization




agreement or by court order

Requires notice to Attorney
General




distributed for charitable
purposes




The information set forth in this outline should not be considered legal advice,
because every fact pattern is unique.

The information set forth herein is solely for purposes of discussion and to
guide practitioners in their thinking regarding the issues addressed herein.
Non-lawyers are advised to consult an attorney before undertaking any issues
addressed herein.

Unless otherwise stated herein, pursuant to requirements prescribed by the
Internal Revenue Service under Circular 230 for tax practitioners, Bourland,
Wall & Wenzel P.C. must inform you that any U.S. federal tax advice or opinions
contained in this paper are not intended or written to be used, and cannot be
used, for the purpose of avoiding penalties under the Internal Revenue Code or
promoting, marketing or recommending to another party any transaction or
matter addressed in this communication.



