SHOULD YOUR CLUB BECOME A 501(C)(3) CHARITABLE ORGANIZATION?

When a Lions club receives its charter from the International Association of Lions Clubs (LCI), it is granted 501(c) (4) tax-exempt status under the Group Exemption Number 0239.  This exempt status cannot be “upgraded” to a charitable organization 501(c)(3) under the section 501a of the Internal Revenue Code.

If a club should find that it wants or needs to establish its club as a charitable 501(c)(3) entity, it must do so by creating a foundation within the existing 501(c)(4) club structure.

This consists of preparing an IRS Form SS-4 “Application for Employer Federal Identification” either online or by sending by mail to IRS.  No fee is required.

The next step is the filing of an Ohio Secretary of State form 532 “Initial Articles of Incorporation” using a name such as ABC Lions Club Foundation Inc.  Must include a payment for $125.00 along with the form and the status of the corporation must be renewed once every five years. for $25.00.

The next step is the preparation of the 12 page Form 1023 “Application for Recognition of Exemption Under Section 501(c)(3) of the Internal Revenue Code.”  Must include a payment of $750.00 with the application.

It normally takes about 60 days to receive a “Determination Letter” or denial from the Internal Revenue Service.

Total filing fees are $875.00.  These are one-time fees, and if Exemption under 501(c)(3) is denied, the $750.00 is returned to the requesting organization.

If charitable status is granted, all financial activity for the charitable entity must be kept separated from the 501(c) (4) entity activity.  Each entity, the 501(c) (4) and the 501(c) (3), must maintain separate boards of directors or trustees, although members of one board may also sit on the other board.

The primary reason to incur the above expenses and subsequent separate record keeping requirements would be if the club has a donor who is willing to make a “sizeable” donation to the Lions club, but only if they are allowed to take the donation as a deduction on their tax return.  Donating to the 501(c) (4) would not allow the donor to do so, but if the club established a charitable foundation and the donor makes the contribution to the foundation, then the donation becomes deductible to the donor.  No monies from that charitable donation may be used for the 501(c) (4) activities.

It is important to keep in mind that any donation to a charitable entity must used for 501(c) (3) purposes which include educational, scientific, medical, or religious purposes.

Those clubs, which find themselves with the need to establish a charitable entity, may contact the District 13-C Financial Advisor, Lion Neil Sheeley, for assistance and advice.
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