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Stand Alone Tax Exempt Status

=» An organization files all the necessary paperwork with
the IRS

» The IRS issues a determination letter granting tax exempt
status

» The organization must file tax returns every year

= |f the organization does not file a return for three
consecutive years, the IRS will REVOKE the organization’s
tax exempt status.

= The organization must then apply to the IRS for
reinstatement and pay a fee.



Group Tax Exempt Status

= A central or “parent” organization applies to the IRS for
a “group exemption”

» The IRS grants the parent organization a group
exemption

= The parent organization (instead of the IRS) then makes
the determination of whether an affiliated organization
(or “subordinate”) has tax exempt status

= The subordinate organization has tax-exempt through
the group



» The parent organization then files the tax returns for
every subordinate

» The parent organization each year verifies each
subordinate remains exempt

» The parent organization adds new subordinates as they
apply




Nothing is that simple.




Problem Number 1

» The subordinate organization that used to have stand-
alone tax exempt status

®» Time passes, officers change, tax returns don’t get filed
» |RS revokes the stand-alone tax exempt status

=» Applying to the AIS for inclusion in the group exemption
DOES NOT fix this problem.

» Subordinate MUST apply directly to the IRS for
reinstatement of its stand-alone tax exempt status.

= Subordinate can change its name, re-incorporate, re-
constitute, and then apply for inclusion in the group
exemption



Problem Number 2

= The IRS itself

= Fails to properly include subordinate organizations on
Select Check

= \Won’t answer the phone

= Gives conflicting responses



https://www.irs.gov/charities-non-profits/exempt-organizations-select-check

What can we fix?

= Better information to the subordinates before they apply
for the group exemption

= Require each subordinate to determine if it ever had tax
exempt status

= |f so, determine if that status is still valid

= |f not, the subordinate must apply for reinstatement OR
reconstitute itself

=» Reduce the need to interact with the IRS




Final Fact

=» The AIS - not the IRS - issues determination letters to our
subordinate organizations

= |f a subordinate organization needs proof of tax exempt
status (for donors, for banks, for vendors), it comes from
the AIS
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