I.R.C. § 501(c)(3)

For an organization to be exempt from federal income tax under IRC section 501(c)(3), a nonprofit organization must be organized and operated exclu​sively for one or more exempt purposes:
organized—A section 501(c)(3) organization must be organized as a corporation, trust, or unincorporated association. An organization’s organizing documents (articles of incorporation, trust documents, articles of association) must: limit its purposes to those described in section 501(c)(3) of the IRC; not expressly permit activities that do not further its exempt purpose(s), i.e., unrelated activities; and permanently dedicate its assets to exempt pur​poses.

operated—Because a substantial portion of an organization’s activities must further its exempt purpose(s), certain other activities are prohibited or restricted including, but not limited to, the fol​lowing activities. A 501(c)(3) organization:

· must absolutely refrain from participating in the political campaigns of candidates for local, state, or federal office;

· must restrict its lobbying activities to an insub​stantial part of its total activities;

· n must ensure that its earnings do not inure to the benefit of any private shareholder or individual;

· must not operate for the benefit of private inter​ests such as those of its founder, the founder’s family, its shareholders or persons controlled by such interests;

· must not operate for the primary purpose of conducting a trade or business that is not related to its exempt purpose, such as a school’s operation of a factory; and

· may not have purposes or activities that are illegal or violate fundamental public policy.

exempt purpose—To be tax exempt, an organiza​tion must have one or more exempt purposes, stated in its organizing document. Section 501(c)(3) of the IRC lists the following exempt pur​poses: charitable, educational, religious, scientific, literary, fostering national or international sports competition, preventing cruelty to children or ani​mals, and testing for public safety.
Requirements to Maintain 501(c)(3) Status
Recordkeeping
Section 501(c)(3) organizations are required to keep books and records detailing all activities, both financial and nonfinancial. Financial infor​mation, particularly information on its sources of support (contributions, grants, sponsorships, and other sources of revenue) is crucial to determining an organization’s private foundation status. 

Filing Requirements
Annual Information Returns – Organizations recognized as tax exempt under section 501(c)(3) of the IRC may be required to file an annual information return: Form 990, Form 990-EZ, or Form 990-PF along with certain schedules that may be required for your organization. Certain categories of organizations are excepted from filing Form 990 or Form 990-EZ including churches and very small organizations. See the instructions with each of these forms for more information. See Publication 4221 for more information about annual information return requirements.

Annual Electronic Notice – Small organizations are not required to file Form 990 if their gross receipts are normally $25,000 or less. Beginning in 2008, however, these organizations must submit an`annual electronic notice using Form 990-N, Electronic Notice (e-Postcard) for Tax-Exempt Organizations not Required To File Form 990 or 990-EZ. The e-Postcard can only be filed electronically; there is no paper version. For more information about the e-Postcard, go to www.irs.gov. 

Unrelated Business Income Tax – In addition to filing Form 990, 990-EZ, or 990-PF, an exempt orga​nization must file Form 990-T if it has $1,000 or more of gross income from an unrelated trade or business during the year. The organization must make quarterly payments of estimated tax on unrelated business income if it expects its tax liabil​ity for the year to be $500 or more. The organization may use Form 990-W to help calculate the amount of estimated payments required. In general, the tax is imposed on income from a regularly carried-on trade or business that does not further the orga​nization’s exempt purposes (other than by provid​ing funds). See Publication 598, Tax on Unrelated Business Income of Exempt Organizations, and the Form 990-T instructions for more information.

Section 501(c)(3) Disclosure Requirements

Public Inspection of Exemption Applications and Returns – Section 501(c)(3) organizations must make their application (Form 1023) and the annual returns (Form 990 or Form 990-EZ) available to the public for inspection, upon request and without charge (except for a reasonable charge for copying). Each annual return must be made available for a three-year period starting with the filing date of the return. The IRS also makes these documents available for public inspection and copying. Private foundation returns (Form 990-PF) filed on or after March 13, 2000, are subject to the same disclosure rules. These documents must be made available at the organiza​tion’s principal office during regular business hours. ated Business Income of Exempt Organizations, and the Form 990-T instructions for more information. Upon request, an organization must furnish copies of the application and the three most recent annual returns. The requests may be made in person or in writing. See Publication 557 for more information.
For tax years beginning after August 17, 2006, sec​tion 501(c)(3) organizations that file unrelated busi​ness income tax returns (Forms 990-T) must make them available for public inspection, and the IRS must make those returns publicly available.

Charitable Contributions— Substantiation and Disclosure – Organizations that are tax exempt under section 501(c)(3) of the IRC must meet certain requirements for documenting charitable contri​butions. The federal tax law imposes two general disclosure rules: 1) a donor must obtain a written acknowledgment from a charity for any single con​tribution of $250 or more before the donor can claim a charitable contribution on his/her federal income tax return; 2) a charitable organization must provide a written disclosure to a donor who makes a payment in excess of $75 partly as a contribution and partly for goods and services pro​vided by the organization. See Publication 1771, Charitable Contributions – Substantiation and Disclosure Requirements, for more information.

Donor Recordkeeping Requirements
A donor cannot claim a tax deduction for any con​tribution of cash, a check or other monetary gift made on or after January 1, 2007, unless the donor maintains a record of the contribution in the form of either a bank record (such as a cancelled check) or a written communication from the charity (such as a receipt or a letter) showing the name of the charity, the date of the contribution, and the amount of the contribution.
Specialized Assistance for Tax Exempt Organizations

Get help with questions about applying for tax-exempt status, annual filing requirements, and information about exempt organizations through the IRS Exempt Organizations (EO).  EEO Web site www.irs.gov/eo
Web based training module & mini-courses www.stayexempt.org 
