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*The information contained in this booklet, which accompanies today’s webinar, is not intended as legal 
advice, nor is it legal advice.  It is provided as a general informational service to clients and friends of Pro 
Bono Partnership. It should not be construed as, and does not constitute, legal advice on any specific 
matter, nor does possession or receipt of this booklet create an attorney-client relationship.  You should 
always seek advice based on your particular circumstances from an independent legal advisor. 



 
 
 

Starting a Nonprofit – Frequently Asked Questions 
 

 
Q. Are “nonprofit” and “tax-exempt” the same thing? 
 
A. No.  A “nonprofit” is a type of corporation that is formed at the state level.  “Nonprofit” and “not-
for-profit” mean essentially the same thing; states use different terms, and some use other terms 
such as “nonstock.” 
 
“Tax-exempt” in this context refers to an entity (e.g., a not-for-profit corporation) that the IRS has 
granted exemption from federal income tax. 
 
 
Q. What is a 501(c)(3) organization? 
 
A. A 501(c)(3) organization is an entity (often a nonprofit corporation) that is “organized and 
operated exclusively for religious, charitable, scientific, testing for public safety, literary or 
educational purposes, or to foster national or international amateur sports competition…or for the 
prevention of cruelty to children or animals” that has been granted exemption from federal income 
tax under Section 501(c)(3) of the Internal Revenue Code and may be eligible for exemption from 
state and local taxes.   
 
Donors to 501(c)(3) organizations may take a tax deduction for their donations, an important tool 
when fundraising.  Donations to other types of 501(c) organizations are generally not deductible 
as charitable contributions. 
 
 
Q. Can our nonprofit organization make a profit? 
 
A. Yes, a nonprofit can make a profit, meaning it spends less than it takes in for a given year.  
Similarly, a nonprofit organization does not need to spend all of its funds in a year.  It is often a 
good thing if there are funds to carry over to the next year’s budget or to put away as a reserve. 
 
However, any such profits must be used by the non-profit to further its mission.  They cannot be 
paid out like dividends.  A 501(c)(3) organization may not be organized and operated primarily to 
make a profit – its goals must be to serve some charitable, educational, religious, or similar public 
good. 
 
 
Q. What organizations are automatically tax-exempt? 
 
A. Houses of worship and organizations whose annual gross receipts are normally not more than 
$5,000 are automatically tax-exempt. 
 
However, such groups often apply to the IRS in order to receive a “determination letter” from the 
IRS that evidences their tax-exempt status.  The determination letter can be important because 
funders may request it, and it is sometimes required to get state and local tax exemptions.   
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Q. Does my organization need to have 501(c)(3) status to begin fundraising? 
 
A. No, you can begin fundraising at any time.  In fact, it is often advisable to solicit funding 
sources before making the decision to seek 501(c)(3) status to get a sense of whether your 
organization will be sustainable.   
 
However, without 501(c)(3) status, contributions made directly to your organization are not 
immediately tax deductible for the donor.  That said, there are ways in which donors may be able 
to take tax deductions for their contributions. 
 
If your organization’s application for tax exemption is pending before the IRS, it is possible that a 
donor's contribution will be deemed tax deductible eventually.  This is because if your 
organization filed its application for tax exemption with the IRS within 27 months from the end of 
the month in which it was formed, tax exemption, once received, will be retroactive to the date of 
formation.  If the application is filed after 27 months, tax exemption once received will be 
retroactive to the date that the application was filed.  In other words, donors may be able to take 
deductions once your organization is granted 501(c)(3) status for contributions made during the 
interim period.  Solicitations during the interim period should say that tax exemption is pending 
and donations may be deductible if it is received – they must say “if” because you cannot 
presume or represent that tax exemption is guaranteed. 
 
Another way in which donors may take tax deductions before your organization has tax 
exemption is if your organization is fiscally sponsored by another 501(c)(3) organization such that 
donors make their contribution to the fiscal sponsor for the benefit of your organization.  For more 
on fiscal sponsorship, please see below. 
 
 
Q. What is fiscal sponsorship? 
 
A. Fiscal sponsorship is an arrangement between a 501(c)(3) public charity (the “Sponsor”) and a 
project (which may be a nonprofit corporation or other entity, or an individual or group of 
individuals) (the “Project”).  In a fiscal sponsorship, the Sponsor receives and expends funds to 
advance the Project. 
 
An important potential benefit of a fiscal sponsorship arrangement is that donors may make tax-
deductible contributions to the Sponsor for the benefit of the Project.  The Sponsor may not 
simply act as a pass-through, however.  A legal fiscal sponsorship arrangement requires the 
Sponsor to retain discretion and control over how the funds are used. 
 
The mission of the Project must fit within and further the Sponsor’s mission, but need not be 
identical.  For example, a mentoring program for at-risk kids could be sponsored by a social 
services agency that runs many programs for the same or similar population.   
 
Sponsors often provide assistance to the Project, such as general administration, accounting, 
management, human resources, or fundraising.  Sponsors sometimes request a fee for their 
services, which may be a percentage of funds raised.  All of this and other things that the parties 
agree upon should be set out in a written agreement. 
 
 
Q. If we pursue fiscal sponsorship and don’t apply for tax exemption, should we 
incorporate? 
 
A. It depends. Often, it does make sense to incorporate because there are good reasons to form 
a separate entity to house the Project – among other things, it limits the personal liability of the 
individuals involved and allows the new entity to enter into contracts, purchase insurance, and 
take other actions in its own name.  However, there are significant legal and administrative 
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responsibilities that come with forming a new corporation.  For relatively short-term or low-risk 
activities, the work and expense of setting up and maintaining a new corporation may outweigh its 
benefits. Consulting a lawyer for advice regarding your specific circumstances is strongly 
recommended.   
 
 
Q. Can we form a 501(c)(3) organization to benefit one individual? 
 
A. No, a 501(c)(3) organization cannot exist just to benefit one individual or specifically 
designated individuals.  It is not permitted even if the goals are laudable, like raising funds for a 
family with a child with cancer.  Rather, such a 501(c)(3) organization’s mission could be to raise 
funds for families of children with cancer generally with objective criteria for choosing recipients of 
the funds. 
 
 
 
Q. How long does it take to incorporate and get tax exemption? 
 
A. It depends.   
 
The process of incorporating varies depending on factors such as how long it takes the 
organization to draft the certificate of incorporation (called “articles of incorporation” in some 
states), the requirements and processing time in the state, whether expedited processing is 
requested, whether the state authority has follow-up questions after reviewing the certificate of 
incorporation, and whether any consents of other state agencies are required prior to the 
certificate of incorporation being filed.  The timeline can range from a day to months. 
 
The time it takes to receive tax exemption varies depending on such things as how long it takes 
the organization to prepare the application for tax-exempt status, whether the organization is 
using the Form 1023 or the shorter Form 1023-EZ, and whether the IRS has additional questions 
after reviewing the application.  The timeline generally ranges from weeks to months. 
 
 
Q. Once my organization has 501(c)(3) status, is it exempt from state and local taxes? 
 
A. A 501(c)(3) organization is not automatically exempt from state and local taxes.  After 
receiving federal tax exemption, it generally must apply for such exemptions with the appropriate 
taxing authority at the state or local level. 
 
 
 
Q. When do we need to register with the State Attorney General to solicit funds? 
 
A. Charitable solicitation laws vary from state to state, and not every state requires registration.  
But in most states, an organization must register with the State Attorney General’s office prior to 
beginning fundraising activities in that state.   That said, many states do have exemptions from 
the registration requirements for small organizations.  It is important to check the rules in any 
state where your organization plans to fundraise before beginning fundraising activities.   
 
 
Q. What are bylaws? 
 
A. Bylaws are an internal operating manual for the board (and members, if any).  They are 
particularly important to help the board of directors govern effectively, and generally contain 
provisions on topics such as the roles of members (if any), directors and officers, elections, 
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meetings, committees, conflicts of interest, basic financial matters, and the authority to hire an 
executive director. 
 
Bylaws should generally be simple and flexible so that they are easy for the organization to 
comply with and are a helpful governance tool.  It is a good idea to review them regularly to 
ensure that they reflect current practices.   
 
 
Q. What are “members,” are we required to have them, and do we want them? 
 
A. Members of a nonprofit corporation are in some ways analogous to shareholders of a for-profit 
corporation in that they play a role in governance, such as electing directors.  The primary 
difference from shareholders is that members do not have a pecuniary (financial) interest in a 
nonprofit corporation.   
 
The specific requirements about having members vary by state.  In most states the organization 
can elect whether or not to have members, which is documented in the organization’s bylaws.  
While having members makes sense for some organizations, often organizations choose not to 
have members, primarily for ease of administration. 
 
The members discussed here are different from members that some organizations have who are 
constituents and enjoy certain benefits but do not have governance rights (e.g., members of a 
museum who receive a newsletter and discounted admission). 
 
 
Q. How many board members must we have? 
 
A. State law generally requires a minimum number of board members (also referred to as 
“directors” in states like Connecticut and New York, or as “trustees” in states like New Jersey).  
Connecticut, New Jersey and New York require at least three.   
 
The organization’s corporate documents (generally the bylaws) specify the number, which is often 
greater than the minimum required and is sometimes a range (e.g., at least five and no more than 
11). 
 
 
Q. How much responsibility do board members have? 
 
A. Board members have significant fiduciary duties and are ultimately responsible for the 
organization.  It is critical that board members understand their responsibilities to lead the 
organization, and recognize that they can be held liable in certain circumstances. 
 
Board members may delegate responsibility for day-to-day management of the organization to an 
executive director, but the board must exercise oversight as appropriate. 
 
 
Q. Can our executive director serve on the organization’s board of directors? 
 
A. Yes, it is permissible for an executive director to serve on the board, as long as it is permitted 
by the organization’s corporate documents (e.g., certificate of incorporation and bylaws).   
 
It is strongly recommended that the organization have a conflict of interest policy to ensure that 
no director (including an executive director serving on the board) participates in any votes on 
issues where the director, his/her relatives, or related entities stand to benefit.  For example, the 
executive director should recuse him/herself when the board discusses his/her salary.  New York 
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now requires all charitable nonprofit corporations to have a conflict of interest policy that meets 
certain legal requirements. 
 
Some organizations choose to have a policy that the executive director attends board meetings to 
keep the board apprised of programmatic developments, but does not vote. 
 
 
Q. Can our founder be on the board forever? 
 
A. It is not recommended for anyone to have an automatic right to be on the board forever, even 
the founder.   
 
Many states, including Connecticut, New Jersey and New York, require that all members of the 
board be elected periodically.  New York limits the length of a director’s term to five years, 
possibly less if there are staggered terms.  Connecticut limits the length to one year, unless there 
are staggered terms in which case the length may be up to five years depending on the number 
of classes.  New Jersey requires that trustees be elected at least every two years, and if there are 
staggered terms the length of each term may be up to six years. 
 
Connecticut, New Jersey, New York and many other states allow a board member to be re-
elected without any limit on the number of terms served (if an organization does want term limits, 
they can be provided for in the bylaws).  So, it is possible for a founder to serve the organization 
for many years, but this way there is a periodic check on performance.   
 
Organizations and those serving on the board evolve over time, and it is not a good idea to be 
stuck without the ability to make leadership changes.  Oversight of the organization ultimately is 
the responsibility of the board (and voting members, if any), and it should have the ability to 
remove anyone, including the founder. 
 
If someone wants certainty that he/she will be part of an organization forever, perhaps forming a 
nonprofit might not be the right route. 
 
 
Q. Can we have an advisory board? 
 
A. Yes, an organization can have an advisory board (or any other group of constituents), but 
everyone involved should recognize that such a group does not have legal rights and 
responsibilities that the board of directors does.  It may be a good idea to have a charter for the 
advisory board that clearly defines its role and limits.   
 
 
Q. Can we pay our staff whatever we like?  
 
A. A 501(c)(3) organization cannot pay excessive compensation.  Compensation must be 
“reasonable,” which is usually determined by looking at what people in similar positions at similar 
organizations earn.  
 
 
Q. Can board members provide services to the organization and be compensated? 
 
A.  In the nonprofit sector, board members are rarely compensated for their services as board 
members.  But board members can be compensated for other services to the organization as 
long as the transaction is on fair terms (or terms beneficial to the organization) and proper conflict 
of interest procedures are followed.   
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If such procedures are not followed and a board member improperly benefits from the 
transaction, he/she could be subject to fines or other consequences.  

Q. Do we have to file a tax return?

A. Yes, all 501(c)(3) organizations must file some version of the Form 990 informational tax return 
annually.  The type of 990 an organization files is determined by its annual gross receipts and 
total assets.

Form 990-EZ is a shorter version of the Form 990, and Form 990-N (or “e-Postcard”) is an 
electronic notice that asks for very basic information and is filed online. 

Following are the thresholds for 2018 tax year (different thresholds may apply for earlier years): 

 2018 Tax Year 
(Filed in 2019) 

 Form to 
File 

 Gross receipts normally ≤$50,000 
(organizations eligible to file the 990-N may choose to file a full return) 

990-N

 Gross receipts< $200,000, and 
 Total assets < $500,000  

990-EZ
or 990

 Gross receipts ≥ $200,000, or 
 Total assets ≥ $500,000 

 990 

Returns are due on the 15th day of the fifth month after the end of the organization’s fiscal year.  
Failure to timely file a Form 990 or Form 990-EZ can subject the organization to financial 
penalties, and failure to file any of the forms for three consecutive years will result in an automatic 
revocation of tax-exempt status. 

Q. Do we have to file an annual report with the Secretary of State?

A. It depends on the state.  For example, Connecticut requires a filing with the Secretary of State
and New Jersey requires one with the Department of the Treasury, Division of Revenue, but other
states like New York do not have such a requirement.  Any such report is in addition to an annual
report that may need to be filed in order to solicit charitable donations in that state (discussed
above).

Q. Can a 501(c)(3) organization lobby?

A. Yes, a 501(c)(3) organization can lobby (defined simply as taking a position on a bill or
attempting to influence legislation), but the amount of lobbying is subject to a limit.  The limit can
be measured qualitatively (whether lobbying is a “substantial part” of the organization’s activities)
or quantitatively (based on what the organization spends on lobbying).

An organization may elect how it would like its lobbying activities measured.  Often, it is advisable 
to elect the quantitative measure (referred to as the “Section 501(h) election”) because the limit is 
clearer.   

Lobbying is subject to complex rules, and in some cases, state and federal registration 
requirements. 
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Q. Can a 501(c)(3) organization participate in political campaigns?

A. No, a 501(c)(3) organization may not participate in political campaigns (defined simply as
supporting or opposing a candidate for public office).  There are specific rules about what this
means that a 501(c)(3) organization should understand, particularly around election time.

Board and staff members of an organization may participate in political campaigns in their 
individual capacity on their own time and without use of the nonprofit’s resources. 

Q. Can a politician serve on our organization’s board or attend one of our events?

A. Yes, so long as the politician is clear that he or she is doing so in his/her individual capacity.  If
it is too challenging to make such a distinction, the organization may decide not to have the
politician be involved.

If a politician running for office is invited to an event, the organization should consider inviting that 
person’s opponents as well so as not to appear to be endorsing a candidate. 

Q. What kind of insurance should our organization have?

A. It depends on your organization’s activities (and, of course, its budget).

General liability insurance covers claims for bodily injury and property damage arising from 
accidents.   

Directors and officers (“D&O”) insurance covers claims arising from the activities and decisions 
made by board members and officers in those capacities.  Some people will require that an 
organization have D&O insurance before agreeing to serve on an organization’s board.  Make 
sure that your D&O policy has employment practices liability coverage if your organization has 
employees.   

Activities such as child care, professional services, or food service may require additional or 
specialized coverage.  It may also be appropriate for an organization to get insurance in 
connection with a particular special event or trip. 

If possible, consult an insurance professional who is familiar with the needs of non-profit 
organizations, and always be sure to understand what your policies cover. 

This document is provided as a general informational service to volunteers, clients, and friends of 
the Pro Bono Partnership.  It should not be construed as, and does not constitute, legal advice on 
any specific matter, nor does distribution of this document create an attorney-client relationship. 

Copyright 2019 Pro Bono Partnership, Inc.  All rights reserved.  No further use, copyright, 
dissemination, distribution, or publication is permitted without the express written consent of Pro 
Bono Partnership, Inc. 

Revised:  May 2019.  



 
 

 1 
These materials were prepared for instructional purposes only and should not be considered 
legal advice on any specific matter. Copyright 2021 Pro Bono Partnership, Inc.  All rights 
reserved.  These materials shall not be further used, disseminated, reproduced or transmitted in 
any form or by any means without the express written consent of Pro Bono Partnership. 
 
 

Questions to Ask and Answer  
Before Starting  Nonprofit 

(in no particular order) 
 

1. Does your mission fit within the 501c3 parameters? 

2. Will your plan benefit many or few? 

3. Who will be involved in achieving the mission? 

4. Is your primary purpose charitable or financial? 

5. What other groups are working on this mission? 

6. Does your mission fit within the 501c3 parameters? 

7. Will your plan benefit many or few? 

8. Who will be involved in achieving the mission? 

9. Is your primary purpose charitable or financial? 

10.  What other groups are working on this mission? 

11.  Does your mission fit within the 501c3 parameters? 

12.  Will your plan benefit many or few? 

13.  Who will be involved in achieving the mission? 

14.  Is your primary purpose charitable or financial? 

15.  What other groups are working on this mission? 
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Resources Regarding Nonprofit Governance 
and Operation 

(last updated December 2020) 
 
Internal Revenue Service 
The IRS website is excellent overall - here is the link to the page on nonprofits: 
http://www.irs.gov/Charities-&-Non-Profits 
 
IRS Publication 557: Tax-Exempt Status for Your Organization (Rev. Jan 2020) provides detailed 
information about various types of 501(c)(3) organizations, the bases for exemption, and how to apply for 
tax-exempt recognition.  https://www.irs.gov/pub/irs-pdf/p557.pdf  
 
IRS: Life Cycle of a Public Charity  The IRS provides information, explanations, guides, forms and 
publications most charities will need as they proceed though the phases of their “life cycle.”   Very useful.  
https://www.irs.gov/charities-non-profits/charitable-organizations/life-cycle-of-a-public-charity 
 
IRS Publication 4221-PC: Compliance Guide for 501(c)(3) Public Charities (Rev. March 2018) 
provides information about activities that could jeopardize a public charity’s tax-exempt status, record 
retention, federal tax reports and returns, and required disclosures   http://www.irs.gov/pub/irs-
pdf/p4221pc.pdf 
 
IRS Organization Reference Chart: Lists all the types of 501(c) organizations on pages 68 – 69 
http://www.irs.gov/pub/irs-pdf/p557.pdf   
 
IRS Publication 1771 - Charitable Contributions: Substantiation and Disclosure Requirements 
(Rev. March 2016) explains the federal tax law for charities that receive tax-deductible charitable 
contributions and for taxpayers who make contributions.  http://www.irs.gov/pub/irs-pdf/p1771.pdf 
 
IRS Publication 526 – Charitable Contributions – For Use in Preparing 2018 Returns. Contains 
“What’s New” and “Reminders” sections relevant to what is and is not deductible. 
https://www.irs.gov/publications/p526  and  https://www.irs.gov/pub/irs-pdf/p526.pdf  
 
IRS Publication 598 – Tax on Unrelated Business Income of Exempt Organizations (Rev. February 
2019)  http://www.irs.gov/pub/irs-pdf/p598.pdf 
 
IRS Publication 3079 – Gaming Publication for Tax-exempt Organizations (Rev. October 2018)      
http://www.irs.gov/pub/irs-pdf/p3079.pdf 
 
Exempt Organizations – Required Filings (includes link to 10 course interactive workshop for small to 
mid-size tax exempt organizations to learn more about the benefits, limitations and expectations of tax-
exempt organizations).  http://www.irs.gov/Charities-&-Non-Profits/Exempt-Organizations-Required-
Filings 

http://www.irs.gov/pub/irs-pdf/p1771.pdf
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FAQs regarding the Annual Reporting Requirements for Exempt Organizations 
http://www.irs.gov/Charities-&-Non-Profits/Questions-about-the-Annual-Reporting-Requirements-for-
Exempt-Organizations 
 
FAQs about the Exempt Organization Public Disclosure Requirements http://www.irs.gov/Charities-
&-Non-Profits/Exempt-Organization-Public-Disclosure-and-Availability-Requirements 

E-file for Charities and Nonprofits http://www.irs.gov/uac/e-file-for-Charities-and-Non-Profits  

Employment Taxes for Exempt Organizations http://www.irs.gov/Charities-&-Non-Profits/Employment-
Taxes-for-Exempt-Organizations  

Circular E – Employer’s Tax Guide (Rev. 2020) http://www.irs.gov/pub/irs-pdf/p15.pdf 

IRS Online Training: Stay Exempt: Tax Basics for 501(c)(3)s   https://www.stayexempt.irs.gov/ 

OTHER GENERAL RESOURCES 

Pro Bono Partnership – pro bono legal assistance to qualifying nonprofits, including helpline services; 
website publications and FAQs; workshops; newsletters.  http://www.probonopartnership.org 

National Council of Nonprofits – national resource dedicated to providing trustworthy information on 
operational, legal, and capacity-building matters https://www.councilofnonprofits.org/  
 
BoardSource – Excellent resources for strengthening nonprofit Boards of Directors 
http://www.boardsource.org/ 
 
CompassPoint Nonprofit Services - publications, FAQs, other links, including Board Café and Nonprofit 
Genie  http://www.compasspoint.org/ 
 
Bolder Advocacy (a program of Alliance for Justice) - advocacy and information about lobbying by 
nonprofits; offers “real-time” tech support by phone  http://bolderadvocacy.org/  
 
Harbor Compliance/National Council of Nonprofits – white paper re charitable solicitation compliance  
https://www.harborcompliance.com/landing-pages/national-council-of-nonprofits-fundraising-compliance-
white-paper?utm_source=Charitable+Solicitation+Compliance&utm_campaign=d35c72d580-
NCN_PR_CSR_1_26_2017&utm_medium=email&utm_term=0_67d614ca83-d35c72d580-131057725  

Nonprofit Risk Management Center – wide variety of resources on insurance and risk management 
https://www.nonprofitrisk.org/  

Alliance for Nonprofit Management - Addresses best practices and capacity building   
http://allianceonline.org/  

Blue Avacado – online magazine covering nonprofit topics https://blueavocado.org/  

 

http://www.irs.gov/pub/irs-pdf/p15.pdf
https://www.councilofnonprofits.org/
http://allianceonline.org/
https://blueavocado.org/
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RESOURCES FOR STARTING  
A NEW NONPROFIT TAX-EXEMPT ORGANIZATION 

February, 2019 
 
Note:  The following information does not constitute legal counsel and does not create an 
attorney-client relationship between you and Pro Bono Partnership, Inc. 
  
The Pro Bono Partnership (PBP) strongly recommends that individuals who want to start a new nonprofit 
organization begin with solid business planning.  In fact, before we consider providing legal assistance to 
a start-up organization, we always ask the client to provide a business plan and/or budget for the next 
three years.  This helps us determine the likely viability of the organization.  We also strongly recommend 
you engage in market research; that is, identifying other organizations in the area which engage in similar 
activities or which have a similar mission.  If there are any such organizations, you will need to determine 
how yours is different or serves a unique need.  You should assume that potential funders will ask that 
question before they donate to you.  In the alternative, if there is a similar organization in your area, you 
might want to explore working with them – either as a program, or using them as a fiscal sponsor.  PBP 
will ask about this market research if you apply for our services.  We ask all these questions to assure the 
best use of our admittedly limited resources.   
 
Please see the following resources which we believe will be useful to you.    
 
HELP WITH BUSINESS PLANNING 
 
Creating a Business Plan 
 
A business plan is a logical, easy-to-understand blueprint of your organization that explains what you 
intend to do, why you feel compelled to do it, and how you will accomplish it. Developing a thorough and 
organized business plan will help to anticipate the future and make well informed decisions.  
 
Sound business plans include descriptions of the following:  
 
Program:  
What services/goods will you provide?  
Who is the target of these services/goods?  
What convinced you there is a need?  
Why can you do this better than anyone else?  
What do you do extremely well?  
How can you relate this to a thriving organization?  
What changes will occur if you succeed?  
What are the short and long term goals and how will they be monitored?  
 
Operations:  
Who will govern this organization?  
How will you provide your services/goods?  
Who will provide the services/goods?  
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When will these services/goods be accessible?  
Where will these services/goods be produced?  
Where will these services/goods be accessible?  
 
Financing:  
What will it cost to provide the goods/service?  
Will there be a fee for users?  
Where will the financial support be found?  
How will you meet financial needs in the future?  
What are the risks?  
 
The creation of a well-written business plan forces the founders of the organization into a realistic 
examination of what they hope to accomplish, fleshes out a strategic vision, and enables them to share 
that vision with investors and users in a clear and organized manner.  
 
While preparing this plan, any additional pieces of information (i.e., your organization's mission statement, 
the history of this issue as a local problem, any relevant research about current service provision or need, 
copies of any financial documents, etc.) could be attached for constructing a more in-depth and 
comprehensive business plan.  
 
(The above Business Plan information was reprinted with permission from the Dorothy A. Johnson Center 
for Philanthropy and Nonprofit Leadership. www.johnsoncenter.org)   
 
 
The following entities may be able to help you create your business plan and/or budget: 
 
 Connecticut Small Business Development Centers.  Provided in cooperation between the US Small 
Business Administration and the University of CT, CSBDC provides confidential, one-on-one business 
counseling services to small business owners and nonprofits throughout the state. The focus is on 
helping those considering starting a small business or nonprofit to develop the skills required to 
successfully run a business and thrive. All business services are provided for free. There may be a small 
charge for workshops and seminars.  http://ctsbdc.com/    
  
National Executive Service Corps of Central CT (NESC).  NESC offers business planning, strategic 
planning, board development, organizational assessment, fundraising strategies, facilities management 
and more by experienced executive consultants.  Consultants donate their time and expertise, so modest 
fees are based on the client's budget and the scope of the project.   http://www.nesc.org.  
 
Service Corps of Retired Executives (SCORE).   A volunteer organization of primarily retired business 
executives whose mission is to assist small business owners at no charge. SCORE® is sponsored by the 
U.S. Small Business Administration. SCORE volunteers provide free, confidential counseling to new and 
existing businesses to help them get started or to solve current problems. Volunteers represent a wide 
range of business expertise, and can counsel at either the local SCORE offices or at the business's 
site.   https://www.score.org/  
 
Community Accounting Services, Inc. (CAS).    Through professional accountants who donate their 
time, CAS provides free professional accounting and financial counseling to economically disadvantaged 
businesses, individuals and not for profit organizations in 
Connecticut.  https://communityaccountingservices.weebly.com/about-us.html   
  
Other Resources for Developing a Business Plan  
 
U.S. Chamber of Commerce Small Business Nation: http://uschambersmallbusinessnation.com/ 
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U.S. Small Business Administration: http://www.sba.gov/category/navigation-structure/starting-managing-
business/starting-business   
 
 
GENERAL INFORMATION REGARDING STARTING A NONPROFIT 
 
The Pro Bono Partnership website has nine free, on-demand webinars for new organizations: 
 

 Starting a Nonprofit: Upsides, Downsides and Alternatives. This interactive presentation will help 
you determine if becoming a 501(c)(3) tax exempt charity is the best choice for your organization. 
https://www.probonopartner.org/publications/starting-a-nonprofit/   

 
 Legal Issues for New Nonprofits.  This eight-part webinar series summarizes many of the laws 

and best practices related to maintenance of tax-exempt status, corporate governance, 
fundraising, employment law, intellectual property, and risk management and insurance.  Watch 
some or all at your convenience.  http://www.pbpatl.org/for-nonprofits/legal-issues-for-new-
nonprofits/     

 
 
The Pro Bono Partnership also has answers to frequently asked questions about starting a nonprofit at 
https://www.probonopartner.org/learning-center/articles-on-demand-webinars/?topic_filter%5B%5D=36  
 
The Pro Bono Partnership website also has articles on fiscal sponsorship, corporate governance, and 
other nonprofit topics.  http://www.probonopartner.org/pages/publications/all-publicationsfaqs-x  
  
The Foundation Center provides live and on-demand trainings on a wide variety of topics.  See 
https://grantspace.org/training/search/  Not Connecticut-specific.  
   
The Center for Nonprofit Management publishes a guide called "Get Ready Get Set! What you Need to 
Know Before Starting a Nonprofit" which describes why – and why not - to start a nonprofit 
organization.  https://cnmsocal.org/store/get-ready-get-set/   Not Connecticut-specific. Suggested $10 
donation 
  
 
Hartford Public Library.  The library has a very good collection of books on the subject and Daniel 
Alexandre, Grants Manager and Special Projects Coordinator, is very familiar with the topic.  Contact Mr. 
Alexandre at dalexandre@hplct.org.   
 
New Haven Free Public Library also has excellent resources; librarian Seth Godfrey is head of 
Business, Job & Nonprofit Services there and is also very familiar with the topic.  Contact him at 
businessnhfpl@gmail.com.  
  
Public Library of New London has a new Nonprofit Resource Center, and lots of useful 
resources.  Contact the Head of Circulation, Ellen Paul, at epaul@lioninc.org. 
 
 
GENERAL INFORMATION REGARDING TAX-EXEMPTION 
 
IRS Publication 4220, Applying for 501(c)(3) Tax-Exempt Status provides an overview of tax-exempt 
organizations http://www.irs.gov/pub/irs-pdf/p4220.pdf   
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IRS Publication 557, Tax-Exempt Status for Your Organization provides detailed information about 
various types of 501(c)(3) organizations, the bases for exemption, and how to apply for tax-exempt 
recognition.   http://www.irs.gov/pub/irs-pdf/p557.pdf   
 
IRS Frequently Asked Questions about the Form 1023 (the application for tax-
exemption)  https://www.irs.gov/charities-non-profits/frequently-asked-questions-about-form-1023  
(includes a link to the application itself, and the instructions)  
 
IRS Life Cycle of a Public Charity provides information, explanations, guides, forms and publications 
most charities will need as they proceed though the phases of their "life 
cycle."     https://www.irs.gov/charities-non-profits/charitable-organizations/life-cycle-of-a-public-charity 
.    Note, the two-page Certificate of Incorporation form from the CT Secretary of State's website is 
sufficient to establish a CT entity, but is not sufficient for IRS (tax-exemption) purposes.  If you plan to 
apply to the IRS for tax-exempt recognition, make sure to see the language required by the IRS at the 
above link. 
 
IRS: Stay Exempt: https://www.stayexempt.irs.gov/ 
 
 
NOTE:  In 2014, the IRS released a short-form of the application for tax-exempt status called the Form 
1023-EZ.  Only certain small organizations are eligible to use this short form.  To learn more about the 
Form 1023-EZ, visit https://www.irs.gov/forms-pubs/about-form-1023-ez  
  
 
 

 



 

 

 

 
 

RESOURCES FOR STARTING A NEW  
NONPROFIT TAX-EXEMPT ORGANIZATION IN NEW JERSEY 

 
 
Note:  The following information does not constitute legal counsel and does not create an 
attorney-client relationship between you and Pro Bono Partnership, Inc. 
  
Pro Bono Partnership (PBP) strongly recommends that individuals who want to start a new nonprofit 
organization begin with solid business planning.  In fact, before we consider providing legal assistance to 
a start-up organization, we always ask the client to provide a business plan and/or budget for the next 
three years.  This helps us determine the likely viability of the organization.  We also strongly recommend 
you engage in market research; that is, identifying other organizations in the area which engage in similar 
activities or which have a similar mission.  If there are any such organizations, you will need to determine 
how yours is different or serves a unique need.  You should assume that potential funders will ask that 
question before they donate to you.  In the alternative, if there is a similar organization in your area, you 
might want to explore working with them – either as a program, or using them as a fiscal sponsor.  PBP 
will ask about this market research if you apply for our services.  We ask all these questions to assure the 
best use of our admittedly limited resources.   
 
Please see the following resources, which we believe will be useful to you.    
 
HELP WITH BUSINESS PLANNING 
 
Creating a Business Plan 
 
A business plan is a logical, easy-to-understand blueprint of your organization that explains what you 
intend to do, why you feel compelled to do it, and how you will accomplish it. Developing a thorough and 
organized business plan will help to anticipate the future and make well informed decisions.  
 
Sound business plans include descriptions of the following:  
 
Program:  
What services/goods will you provide?  
Who is the target of these services/goods?  
What convinced you there is a need?  
Why can you do this better than anyone else?  
What do you do extremely well?  
How can you relate this to a thriving organization?  
What changes will occur if you succeed?  
What are the short and long term goals and how will they be monitored?  
 
Operations:  
Who will govern this organization?  
How will you provide your services/goods?  
Who will provide the services/goods?  
When will these services/goods be accessible?  
Where will these services/goods be produced?  
Where will these services/goods be accessible?  
 
Financing:  
What will it cost to provide the goods/service?  
Will there be a fee for users?  
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Where will the financial support be found?  
How will you meet financial needs in the future?  
What are the risks?  
 
The creation of a well-written business plan forces the founders of the organization into a realistic 
examination of what they hope to accomplish, fleshes out a strategic vision, and enables them to share 
that vision with investors and users in a clear and organized manner.  
 
While preparing this plan, any additional pieces of information (i.e., your organization's mission statement, 
the history of this issue as a local problem, any relevant research about current service provision or need, 
copies of any financial documents, etc.) could be attached for constructing a more in-depth and 
comprehensive business plan.  
 
(The above Business Plan information was reprinted with permission from the Dorothy A. Johnson Center 
for Philanthropy and Nonprofit Leadership. www.johnsoncenter.org)   
 
 
The following entities may be able to help you create your business plan and/or budget: 
 
New Jersey Small Business Development Centers.  A member of America’s Small Business 
Development Centers, with a state headquarters at Rutgers Business School in Newark, NJSBDC 
provides confidential, one-on-one business counseling services to small business owners and nonprofits 

throughout the state, in conjunction with local colleges and universities. https://www.njsbdc.com/ 

  
Institute for Entrepreneurial Leadership (IFEL).  A nonprofit organization dedicated to assisting 
entrepreneurs start and grow their businesses, via Business Plan Boot Camps and other services. 
www.ifelnj.org 
 
UCEDC provides training and business tools to new for-profit and nonprofit corporations. 
https://ucedc.com/ 
 
National Executive Service Corps of New Jersey (NESC).  NESC offers business planning, strategic 
planning, board development, organizational assessment, fundraising strategies, facilities management 
and more by experienced executive consultants.  Consultants donate their time and expertise, so modest 
fees are based on the client's budget and the scope of the project.   http://www.nesc.org/tag/new-jersey/ 

 
Service Corps of Retired Executives (SCORE).   A volunteer organization of primarily retired business 
executives whose mission is to assist small business owners at no charge. SCORE® is sponsored by the 
U.S. Small Business Administration. SCORE volunteers provide free, confidential counseling to new and 
existing businesses to help them get started or to solve current problems. Volunteers represent a wide 
range of business expertise, and can counsel at either the local SCORE offices or at the business's site.   
https://www.score.org/  
 
  
Other Resources for Developing a Business Plan 
  
SCORE: https://www.score.org/resources/business-planning-financial-statements-template-gallery    
  
U.S. Chamber of Commerce Small Business Nation: 
www.uschambersmallbusinessnation.com/toolkits/start-up   
  
U.S. Small Business Administration: http://www.sba.gov/category/navigation-structure/starting-managing-
business/starting-business   
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GENERAL INFORMATION REGARDING STARTING A NONPROFIT 
 

• The PBP website has nine free, on-demand webinars for new organizations and groups 
considering incorporating and applying for tax-exempt status. 
 

o Starting a Nonprofit: Upsides, Downsides and Alternatives. This webinar will help you 
determine if becoming a nonprofit 501(c)(3) tax-exempt charity is the best choice for your 
organization.  https://www.probonopartner.org/publications/starting-a-nonprofit/.      

 
o Legal Issues for New Nonprofits.  This eight-part webinar series summarizes many of the 

laws and best practices related to maintenance of tax-exempt status, corporate 
governance, fundraising, employment law, intellectual property, and risk management 
and insurance.  Watch some or all at your convenience.  
https://www.probonopartner.org/publications/legal-issues-new-nonprofits/  

 

• The PBP website also contains articles on fundraising regulations, fiscal sponsorship, corporate 
governance, and other nonprofit legal topics.  https://www.probonopartner.org/learning-
center/articles-on-demand-webinars/  

 

• Center for Non-Profits booklet “Thinking of Forming a Non-Profit?  What to Consider Before You 
Begin”: www.njnonprofits.org/ThinkingOfFormingDesc.html   
 

• The New Jersey Department of State’s webpage for nonprofits has a variety of resources: 
http://www.state.nj.us/state/nonprofit.html 
 

• The Foundation Center provides a tutorial to assist you in incorporating a nonprofit organization, 
drafting the bylaws, and building a board of directors, and a summary (with links) of important 
things to know when starting a nonprofit organization.  See 
http://foundationcenter.org/getstarted/tutorials/establish/index.html.     

 
 
 
GENERAL INFORMATION REGARDING TAX-EXEMPTION 
 

• IRS Publication 4220, Applying for 501(c)(3) Tax-Exempt Status provides an overview of tax-
exempt organizations http://www.irs.gov/pub/irs-pdf/p4220.pdf   

 

• IRS Publication 557, Tax-Exempt Status for Your Organization provides detailed information 
about various types of 501(c)(3) organizations, the bases for exemption, and how to apply for tax-
exempt recognition.   http://www.irs.gov/pub/irs-pdf/p557.pdf   

 

• IRS Frequently Asked Questions about the Form 1023 (the application for tax-exemption)  
http://www.irs.gov/charities/article/0,,id=130101,00.html  (includes a link to the application itself, 
and the instructions)  

 

• IRS Life Cycle of a Public Charity provides information, explanations, guides, forms and 
publications most charities will need as they proceed though the phases of their "life cycle."     
http://www.irs.gov/charities/charitable/article/0,,id=122670,00.html.     

 

• IRS: Stay Exempt: Tax Basics for 501(c)(3)s   This is a set of on-line training modules by the IRS   
http://www.stayexempt.org/     

 

• Help Filling Out Your 501(c)(3) Application is a helpful website for those who are starting a 
nonprofit without legal assistance.  (The website's author also offers an e-book for sale.)    
http://www.form1023help.com/   
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• The IRS recently released a short-form of the application for tax-exempt status called the Form 
1023-EZ.  Only certain small organizations are eligible to use this short form.  To learn more 
about the Form 1023-EZ, visit https://www.irs.gov/uac/about-form-1023ez.  
 

 
Copyright 2014 Pro Bono Partnership, Inc.  All rights reserved.  No further use, copyright, dissemination, 
distribution, or publication is permitted without the express written consent of Pro Bono Partnership, Inc. 
 
Revised October 2016 
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RESOURCES FOR STARTING A NEW  
NONPROFIT TAX-EXEMPT ORGANIZATION IN NEW YORK 

 
Note:  The following information does not constitute legal advice and does not create an attorney-
client relationship between you or your organization and Pro Bono Partnership, Inc. 
  
Pro Bono Partnership (PBP) strongly recommends that individuals who want to start a new nonprofit 
organization begin with solid business planning.  In fact, before PBP will consider providing legal 
assistance to a start-up organization, we ask the client to provide a comprehensive business plan, 
including a proposed three-year budget.   
 
As part of the business plan, PBP also strongly recommends new organizations engage in market 
research- identifying other organizations in the area which engage in similar activities or which have a 
similar mission to the organization you wish to start.  If there are any such organizations, we suggest you 
determine how your organization is different from the others or how your organization would serve a 
unique need in the community. Alternatively, if there is a similar organization in your area, you might want 
to explore working with them – either as a program of their organization, or using them as a “fiscal 
sponsor.”  You should assume potential funders will ask these questions before they donate to your 
organization.  
 
We ask all of these questions to help us determine whether we think your organization is likely to be 
viable, and to assure the best use of our limited resources.  
 
Please see the following resources which we believe will be useful to you.    
 
HELP WITH BUSINESS PLANNING 
 
Creating a Business Plan 
 
A business plan is a logical, easy-to-understand blueprint of your organization that explains what you 
intend to do, why you feel compelled to do it, and how you will accomplish it. Developing a thorough and 
organized business plan will help you to anticipate the future and make well-informed decisions.  
 
The creation of a well-written business plan ideally requires the founders of an organization to examine 
what they hope to accomplish, fleshes out a strategic vision, and enables them to share that vision with 
investors and users in a clear and organized manner.  
 
Sound business plans include descriptions of the following:  
 
Program:  
 

• What services/goods will you provide?  
• Who is the target of these services/goods?  
• What convinced you there is a need for these good/services?  
• Why can you provide these goods/services better than anyone else?  
• What do you/does your organization do extremely well?  
• How can you use your skills and talents to grow a thriving organization?  
• What changes in the community will occur if you succeed?  
• What are the short and long term goals of the organization and how will they be measured?  
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Operations:  
 

• Who will govern this organization?  
• How will you provide your services/goods?  
• Who will provide the services/goods?  
• When will these services/goods be accessible?  
• Where will these services/goods be produced?  
• Where will these services/goods be accessible?  

 
Financing:  
 

• What will it cost to provide the goods/service?  
• Will there be a fee for users?  
• Where will the financial support for your organization be found?  
• What is your fundraising plan?  
• How will you meet your organizations financial needs in the future?  
• What are the risks?  

 
Additional information could be attached in order to construct a more in-depth and comprehensive 
business plan (e.g., your organization's mission statement, the history of the issue you hope to address 
through your nonprofit as a local problem, any relevant research about current service provision or need, 
copies of any financial documents, etc.).  
 
(The above Business Plan information was reprinted with permission from the Dorothy A. Johnson Center 
for Philanthropy and Nonprofit Leadership. www.johnsoncenter.org)   
 
The following entities may be able to help you create your business plan and/or budget: 
 
Service Corps of Retired Executives (SCORE®). A volunteer organization of primarily retired business 
executives whose mission is to assist small business owners at no charge. SCORE® is sponsored by the 
U.S. Small Business Administration. SCORE volunteers provide free, confidential counseling to new and 
existing businesses to help them get started or to solve current problems. Volunteers represent a wide 
range of business expertise, and can counsel at either the local SCORE offices or at the business's site.   
https://www.score.org/  
 
New York Council of Nonprofits (NYCON). A membership organization that assists its members with 
Board leadership, financial matters, organization design and structure, as well as provides educational 
opportunities for its members. www.nycon.org/  
 
Other Resources for Developing a Business Plan 
  
SCORE: https://www.score.org/resources/business-planning-financial-statements-template-gallery    
  
U.S. Chamber of Commerce Small Business Nation: 
www.uschambersmallbusinessnation.com/toolkits/start-up   
  
U.S. Small Business Administration: http://www.sba.gov/category/navigation-structure/starting-managing-
business/starting-business   
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GENERAL INFORMATION ON STARTING A NONPROFIT 
 

• The PBP website has nine free, on-demand webinars for new organizations and groups 
considering incorporating and applying for tax-exempt status. 
 

o Starting a Nonprofit: Upsides, Downsides and Alternatives. This webinar will help you 
determine if becoming a nonprofit 501(c)(3) tax-exempt charity is the best choice for your 
organization.  https://www.probonopartner.org/publications/starting-a-nonprofit/.      

 
o Legal Issues for New Nonprofits.  This eight-part webinar series summarizes many of the 

laws and best practices related to maintenance of tax-exempt status, corporate 
governance, fundraising, employment law, intellectual property, and risk management 
and insurance.  Watch some or all at your convenience.  
https://www.probonopartner.org/publications/legal-issues-new-nonprofits/  

 
• The PBP website also contains articles on fundraising regulations, fiscal sponsorship, corporate 

governance, and other nonprofit legal topics.  https://www.probonopartner.org/learning-
center/articles-on-demand-webinars/  

  
• The Foundation Center provides a tutorial to assist an organization in incorporating a nonprofit 

organization, drafting bylaws, building a board of directors, and a summary (with links) of 
important things to know when starting a nonprofit organization.  
http://foundationcenter.org/getstarted/tutorials/establish/index.html.     

   
• The Center for Nonprofit Management publishes a guide called "Get Ready Get Set! What you 

Need to Know Before Starting a Nonprofit" which describes why – and why not - to start a 
nonprofit organization.  http://cnmsocal.org/publications/   

  
• Center for Nonprofits booklet “Thinking of Forming a Nonprofit?  What to Consider Before You 

Begin” www.njnonprofits.org/ThinkingOfFormingDesc.html   
 

• New York State Office of the Attorney General Charities Bureau, www.charitiesnys.com/ 
provides a number of publications related to starting, maintaining and closing a nonprofit 
organization in New York, including “Right from the Start: Responsibilities of Directors of 
Nonprofit Corporations” 
http://www.charitiesnys.com/pdfs/Right%20From%20the%20Start%20Final.pdf 

 
• Nonprofit Coordinating Committee of New York (NPCC) provides newsletters and educational 

opportunities on a number of nonprofit topics: http://www.npccny.org/ as well as a check-list of 
“to-dos” before starting a nonprofit titled “The Things You Gotta’ Do To Start a Nonprofit 
Organization” http://www.npccny.org/checklist.htm 

 

• Getting Organized: A manual, which includes a chapter written by the former executive director of 
PBP, published by Lawyers Alliance for New York for attorneys representing organizations 
($93) www.lawyersalliance.org. 

 
• Advising Nonprofits: A guide published by Lawyers Alliance of New York to the legal issues 

encountered by attorneys, staff, and board members in operating and managing not-for-profit 
corporations ($100 + shipping and handling). www.lawyersalliance.org  

 
GENERAL INFORMATION REGARDING TAX-EXEMPTION 
 

• IRS Publication 4220, Applying for 501(c)(3) Tax-Exempt Status provides an overview of tax-
exempt organizations. http://www.irs.gov/pub/irs-pdf/p4220.pdf   
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• IRS Publication 557, Tax-Exempt Status for Your Organization provides detailed information 
about various types of 501(c)(3) organizations, the bases for exemption, and how to apply for 
tax-exempt recognition.   http://www.irs.gov/pub/irs-pdf/p557.pdf   

 
• IRS Frequently Asked Questions about the Form 1023 (the application for tax-exemption). 

http://www.irs.gov/charities/article/0,,id=130101,00.html   
(includes a link to the application itself, and the instructions)  

 
• IRS Life Cycle of a Public Charity provides information, explanations, guides, forms and 

publications most charities will need as they proceed though the phases of their "life cycle."     
http://www.irs.gov/charities/charitable/article/0,,id=122670,00.html.     

 
• IRS: Stay Exempt: Tax Basics for 501(c)(3)s is a set of on-line training modules by the IRS.   

http://www.stayexempt.org/     
 

• Help Filling Out Your 501(c)(3) Application is a helpful website for those who are starting a 
nonprofit without legal assistance.  (The website's author also offers an e-book for sale.)    
http://www.form1023help.com/   
 

• The IRS recently released a short-form of the application for tax-exempt status called the Form 
1023-EZ.  Only certain small organizations are eligible to use this short form.  To learn more 
about the Form 1023-EZ, visit https://www.irs.gov/uac/about-form-1023ez.  

  

 
Copyright 2014 Pro Bono Partnership, Inc.  All rights reserved.  No further use, copyright, dissemination, 
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 PROPOSED THREE-YEAR BUDGET 

YEAR 2012 2013 2014

INCOME

Corporations
Foundations
Fund Raising Events

Government Agencies
Private Individuals

Total Income

EXPENDITURES

Administrative 

Equipment

Insurance
Office Supplies
Postage
Printing
Professional Services, including 
Architectural, Engineering, Accounting & 
Legal
Rent
Staff Salaries & Fringe Benefits
Telephone
Travel

Utilities

Total Expenditures





PROPOSED TWO-YEAR BUDGET

YEAR 2005 2006 2007

INCOME

Corporations 3,000 6,000
Foundations & Not-for Profit Organiza 40,000 6,000
Fund Raising Events 20000 20,000 25,000
Government Agencies 43,000 8,000
Private Individuals 15,000 20,000

Total Income 121,000 65,000

EXPENDITURES

Administrative 100 110
Equipment 2,646 2,900
Insurance 1,500 1,650
Office Supplies 600 660
Postage 600 660
Printing 2,000 2,200

Professio
nal 
Services, 
including 
Architect
ural, 
Engineeri
ng, 
Accounti
ng, Legal 
& 
Conferen
ce 
Training 400 440
Rent 2,450 2,695
Staff Salaries & Fringe Benefits 98,000 107,800
Telephone 1,575 1,750
Travel 1,000 1,100
Utilities 1,200 1,320

Total Expenditures 112,071 123,285



 

Copyright 2016 Pro Bono Partnership, Inc.   
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and is not intended to provide legal advice on any specific legal matter. 
Distribution of this document by Pro Bono Partnership does not create an attorney/client relationship. 

For further information, please contact Pro Bono Partnership, www.probonopartnership.org. 

 
 
 

FISCAL SPONSORSHIPS 
(last updated 2016) 

 
1. What is a Fiscal Sponsorship? 
 
Even when a charitable organization is not yet recognized as a tax-exempt entity, fundraising is 
possible through a “fiscal sponsorship” arrangement. 

 
Fiscal Sponsorships are arrangements where a 501(c)(3) tax-exempt entity (the “Sponsor” or 
“Fiscal Agent”) agrees to accept donations (“Funds”) on behalf of an entity that is not tax-exempt 
(the “Project”).  A Fiscal Sponsorship allows a Project not currently recognized as a tax-exempt 
charity to apply for grants, conduct fundraising activities and accept tax-deductible donations 
through its Sponsor, as if it were a tax-exempt entity.  As discussed in more detail below, often 
the Sponsor also provides the Project with administrative support. 
 
While Fiscal Sponsorships are not mentioned anywhere in the Internal Revenue Code, they are 
universally regarded as lawful arrangements so long as: 
 

1. the Sponsor exercises supervision and control over funds raised for the Project; i.e., the 
Sponsor’s board makes an independent determination that by giving funds to the Project, 
the Sponsor is furthering its own mission.  The Sponsor cannot simply act as a pass 
through; and  
 

2. the Funds are used by the Project in a manner that is in fact consistent with, and in 
furtherance of, the Sponsor’s charitable mission.   

 
 
2. Why Have a Fiscal Sponsorship Arrangement? 
 
Fledgling organizations often do not have the infrastructure (staff, accounting and recordkeeping 
procedures, fundraising capabilities, and other organizational expertise) necessary to ensure 
their ongoing success as an independent nonprofit organization.  In addition, donors and other 
funding sources may be wary of funding an organization with no established performance 
record.  By giving donations directly to a Sponsor for use by the Project, these concerns can be 
alleviated. Also, having a Sponsor that is a well known and respected organization may lend 
credibility to your Project, thereby making it easier to attract funding. 
 
  

http://www.probonopartnership.org/
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3. What Services are Provided by a Fiscal Sponsor? 
 

A Sponsor can provide a wide variety of services for a Project, including: 
 

 providing a Project with the means to accept tax-deductible donations (in which case 
the Sponsor would issue the required donation substantiation letters, and would report 
those donations as income on the Sponsor’s IRS Form 990); 
 

 administrative and back office support;  
 

 payroll services;  
 

 fundraising help;  
 

 insurance coverage;  
 

 and much more. 
 

The services to be provided by the Sponsor are usually negotiated beforehand and set forth in a 
written agreement between the Sponsor and the Project.  
 
 
4. Finding a Sponsor 
 
A Sponsor may be any 501(c)(3) tax exempt organization (including a church) that is willing to 
serve as a Sponsor.  More often than not, a Project identifies potential Sponsors by looking at 
organizations in its geographic area with missions that are consistent with the Project’s mission.  
However, a Sponsor can also be a national organization.  Also, there are organizations that are 
“in the business” of acting as Fiscal Sponsors.   
 
 
5. Agreement between the Project and the Sponsor 
 
The terms of a fiscal sponsorship should be in writing and reviewed by an attorney.  While each 
arrangement will include different issues, there are a number of items that groups considering 
Fiscal Sponsorship should consider and address in the written agreement.  These include: 
 

 Will the Project be incorporated, or unincorporated? Some Sponsors may only agree 
to sponsor incorporated entities; others prefer to work with unincorporated groups. 
 

 How does the sponsoring organization plan to maintain the funds?  A separate 
account is the clearest way to segregate funds on the Sponsor’s books. 

 
 What process will the Sponsor require for release of monies to the program, including 

the documentation required to confirm that the expenses are legitimate?   
 

 What type, extent and frequency of reporting will the Sponsor require of the Project?  
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 Which entity will have primary responsibility for writing grant proposals?  The Sponsor 

may want control over the process, or prefer that the Project prepare the proposal and 
submit it to the sponsor for review. 

 
 Will the Sponsor charge an administrative fee?  Such fees are negotiable and usually 

range between 5% and 10% of donations received on behalf of the Project. 
 

 What other support, if any, will the Sponsor provide the Project, such as allowing the 
Project to benefit from the Sponsor’s state tax exemption, providing administrative 
support, office space or technical assistance?  (Any of these may affect the fees 
charged.)  

 
 Will Project staff be employees of the Project, or employees of the Sponsor?  

 
 What type of supervision will the Sponsor want over the Project’s activities?   

 
 Who will own any intellectual property that results from the Project’s activities while 

under the sponsorship arrangement?   
 

 How long will the relationship last?   
 

 Will the Project indemnify the Sponsor for any claims related to the Project’s 
operations? 

 
 Whose insurance will cover the Project’s activities?   

 
 
6. Pros and Cons of Fiscal Sponsorship 
 
  Pros 

 Fiscal Sponsorship allows a Project to concentrate on building its programs, 
without having to spend precious resources on administrative and 
organizational issues. 
 

 Having an established and well-known sponsor can lend credibility to your 
Project. 

 
 The Sponsor can offer valuable guidance and support to the Project. 

 
 Having a sponsor is particularly good for groups that will only be in existence 

for a short period of time, and don’t need the “perpetual existence” that comes 
with incorporating your own entity. 

   
Cons 

 Less autonomy and possible loss of control over the Project. 
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 Possible loss of identity of the Project. 
 

  
For more information about fiscal sponsorships, contact the Partnership.  See 
www.probonopartner.org/about/contact-us.  

 

http://www.probonopartner.org/about/contact-us


 
 

 
Contact Us 

 

https://www.probonopartner.org/ 

 

Connecticut (except Fairfield County) 
280 Trumbull Street 
28th Floor 
Hartford, CT 06103  
Phone: 860-541-4951 
 
New Jersey 
3799 Route 46 
Suite 211 
Parsippany, NJ 07054 
Phone: 973-240-6955 
 
Hudson Valley, New York &  
Fairfield County, Connecticut 
237 Mamaroneck Avenue 
Suite 300 
White Plains, NY 10605  
Phone: 914-328-0674 
 
Long Island, New York 
Touro Public Advocacy Center 
225 Eastview Drive 
Central Islip, NY 11722 
Phone: 631-650-2312 
 

 

 

https://www.probonopartner.org/
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