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Colorado Springs (CO) Branch

501(c)(3) Frequently Asked Questions (FAQs)
January 24, 2020 Update

(latest update and Q&As in red)

January 24, 2020 Update: We are very pleased to inform you that we received IRS approval of 501(c)(3) status.
This tax-exempt status affords our members and branch many opportunities that we look forward to
implementing. We will continue to keep you informed of our progress.

The following includes excerpts that were previously provided by AAUW National to AAUW members during its
restructuring in 2009. Our AAUW Colorado Springs Branch is supplementing this information to keep our members
informed. Stay tuned for updates to these FAQs as we share our progress in filing for 501(c)(3) status for our Branch.

e What is the goal of restructuring National AAUW as both a 501(c)(3) and 501(c)(4)?
o There were both organizational and business reasons for restructuring.
o The goal of the National AAUW restructuring was to sharpen the focus, make the mission the priority,
address current and future demographics, and streamline the structure to provide the flexibility needed

for the 21st century.

o Atthe 2007 AAUW national convention, the members unanimously voted to restructure AAUW by
moving the membership and the majority of the assets into the 501(c)(3) entity (which currently houses
the Educational Foundation), leaving a small 501(c)(4) entity for those activities not allowed to a
501(c)(3) tax-exempt corporation, such as voter guides, voter education, and related political activities

and the AAUW Action Fund.

e What public policy and lobbying activities can AAUW engage in as a 501(c)(3) entity versus a 501(c)(4)?

501(c)(3)

501(c)(4)

A 501(c)(3) organization must operate
exclusively for a charitable purpose. Advocating
for improvements in education, defending civil
rights, and providing assistance to the poor are
common charitable purposes.

A 501(c)(4) nonprofit must operate exclusively for
the promotion of social welfare. Civic associations
and volunteer fire departments are common social
welfare organizations.

AAUW can engage in lobbying that focuses on
issues related to the organization’s purpose.

There are limits on the amount of time and
money that can be put into lobbying activities.

The AAUW Action Fund can engage in political activity,
such as an unlimited amount of lobbying on legislation,
publishing the Congressional Voting Record, programs to
encourage women to register to vote, endorsing or
opposing government appointments, and other
politically related activities as long as such action is
consistent with the organization’s purpose.

For Branch activities:
e Allows Fundraising
e There are also restrictions against being
involved with political campaigns.
Endorsing a candidate is not allowed.

For Branch activities:
e Allows Public Policy activities

If an organization plans to be active in lobbying, it is recommended that two separate, but affiliated organizations
be formed so that the 501(c)(3) status is not jeopardized.
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What dues will be tax deductible and when?
o A major portion of National dues (not branch or state) are already deductible. Any part of the national
dues that supports the work of the AAUW Action Fund will not be deductible because only those dues
going to the 501(c)(3) tax-exempt corporation (AAUW) are deductible. Of the $59 national dues for 2019-
20, $56 will be tax deductible. The exact proportion each year will be determined each spring when the
next year’s budgets are determined.
o It hasn’t been determined yet what portion of AAUW Branch dues will be tax deductible.

What are other advantages for our Branch to be a 501(c)(3) nonprofit?

o Donations are tax deductible.

o Government and private grants are available for 501(c)(3) tax-exempt organizations.

o Recognition of your status making your organization seem more credible to the public and other entities
when fundraising.

o Many media outlets often give free or discounted rates for announcements and press releases from
nonprofit organizations.
Many venues do not charge for meetings and events.

o Sales taxes are not charged for goods and services
Colorado Nonprofit Association (CNA) offers free classes on leadership, strategic planning and other
important board member learning activities. They offer these classes free of charge to CNA members.
There is a small CNA membership fee for 501(c)(3) nonprofit organizations. CNA membership for
501(c)(4) organizations is more expensive.

Are there disadvantages for our Branch to be a 501(c)(3) nonprofit?
o There is an extra level of paperwork that must be completed for this structure to be approved for our
Branch.

= At the national level — IRS
= At the state level — State of Colorado

o Once approved, the Branch must meet public reporting requirements
= At the national level - file tax return (same for 501(c)(4)
= At the state level — yearly report, plus have Articles of Incorporation and Strategic Plan on file

yearly.

=  Must adhere to strict financial recordkeeping

What costs have we incurred so far in fees to apply for 501(c)(3) nonprofit status?
o The filing fee was S50 to record our Articles of Incorporation in Colorado.
o Research confirmed our eligibility to file IRS Form 1023EZ (filing fee $275) online versus the very complex
IRS Form 1023 (filing fee $S600) to apply for our 501(c)(3) nonprofit status, a savings of $325 and a faster
approval track of up to 90 days versus up to 6 months.
o We filed on December 20, 2019 and received written notification of IRS approval on January 24, 2020,
effective as of our filing date.

Will there be annual IRS application fees to maintain 501(c)(3) nonprofit status?
o No
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e Does achieving 501(c)(3) nonprofit status offer any additional tax benefits to our members and donors?

O

Yes. In addition to regular contributions to a 501(c)(3) organization being tax deductible, there is another
significant tax benefit that we can offer our members. Commencing at age 70%, cash donations known
as qualified charitable distributions (QCDs) can be made from traditional IRA(s) to IRS approved charities
free of any federal income tax hit.

One of the biggest advantages the QCD rule provides is the ability for taxpayers to lower their adjusted
gross income (AGI). This is much more valuable than taking an itemized deduction which merely lowers
taxable income.

Because AGl is used for many tax calculations, having a lower number can allow the donor to stay in a
lower tax bracket, reduce or eliminate the taxation of Social Security or other income, and remain eligible
for deductions and credits that might be lost if the taxpayer had to declare the required minimum
distribution (RMD) amount as income. A member can therefore arrange to donate all or part of their
annual RMD (up to the current IRS $100,000 limit) that they would otherwise be forced to receive and
pay taxes on.

Note: Nonprofit organizations recognized as tax exempt under 501(c)(3) of Internal Revenue Code (IRC) are
subject to compliance rules and procedures established by the Internal Revenue Service (IRS). Compliance with
federal tax law is required to maintain tax-exempt status and avoid penalties.
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