Checklist for Starting a Non-Profit
Extracted from: STARTING A NONPROFIT: WHAT YOU NEED TO KNOW. Hodges, Ann, et al. University of Richmond School of Law. 2006 (1st Ed.) 
Before You Begin: A Checklist 
____ Research community demographics to discover the population's size and needs. 

____ Identify area competitors and/or organizations for possible collaboration to make sure the services your nonprofit will provide are not already offered. 

____ Based on the needs assessment and market analysis, determine what your organization will provide and exactly what group or population you will serve. 

____ Identify the geographic area you want to serve. 

____ Identify community stakeholders. 

____ Identify sources for potential board members and begin recruiting. 

____ Draft your organization’s mission statement. 

Forming the Organization: A Checklist 
____ Choose the form of your organization 

• Corporation (limited liability) 

• Unincorporated association (unlimited liability)
• Trust 

____ Draft the Articles of Incorporation (assuming that your nonprofit has chosen to incorporate) 

____ Submit your Articles and appropriate fee to the State Corporation Commission or similar agency 

____ Plan your Board’s structure and operation 

• Consider the nonprofit’s mission and purpose 

• Determine the criteria and selection for members of the Board 

• Discuss the care and feeding of the Board 

• Consider leadership positions and officers of the Board 

• Address the business operations of the Board 

____ Draft your Bylaws 
____ Maintain corporate status 

• Pay all fees assessed by the State Corporation Commission ("SCC") 

• File annual reports with the SCC 

• Retain a registered office and agent 

• Do not submit a Certificate of Dissolution 

Nonprofit Status: A Check List 
How will you gain and keep tax exempt status? How will you fund your organization? 

Applying for 501(c)(3) Status 
____ Complete all necessary steps to formalize the organization.. 

____ Determine if you want a private foundation or a public charity. 

____ Elect the governing board and draft bylaws for the corporation. 

____ Apply for EIN. 

____ Apply for tax-exempt status through the IRS. Ensure that the mission of the organization and all substantial activities fulfill the requirements of §501(c)(3). 

State Tax Exemptions for Nonprofit Organizations 
____ Maintain proper documentation of 501(c)(3) exempt status. 

____ Meet the exemption requirements set forth by the state laws and constitution. 

If organization meets Virginia nonprofit tax-exempt law requirements, specific exemptions include: 

a. Retail sales and use tax exemption. Organizations must meet the requirements set forth in Virginia Code Section 58.1-609.11(B) to be exempt from taxes collected on purchases made by the organization, as well as sales the organization makes to others. 

b. Property tax exemption. Organizations must propose the exemption for public hearing to the local governing body in which the property is located. 

c. Sale or lease tax exemption. Once organizations qualify for the retail sales and use tax exemption, they will be eligible for sales and lease tax exemptions. 

____ Review applicable state statutes to see if the nonprofit qualifies for more exemptions. In some jurisdictions, organizations may ask for exemptions. 

Maintaining Tax-Exempt Status 
____ Make sure that Board Members and Staff Members do not campaign for a political candidate as representatives of the nonprofit. 

(Lobbying for legislation is permissible within prescribed limits.) 

____ If your organization engages in business unrelated to agency mission, make sure to pay Unrelated Business Income Tax on that income. 

____ Avoid the Excess Benefits penalty by making sure not to compensate your Executive Director or other key staff in excess of market standards. 

____ File annual returns – Form 990 or 990-EZ. 

Fundraising 
____ Formulate fundraising strategy with board and staff members. 

____ Ensure that board is actively involved in primary fundraising responsibilities. 

____ Properly register and obtain permission from state and local governments to solicit funds in the specific localities. 

____ Ensure that all fundraising professionals are properly registered with the state and localities before solicitations begin. 

____ Initiate annual giving campaign first to ensure that operational budget is covered. 

____ Identify and apply for grants from government agencies, foundations, and organizations that are applicable to the mission of the organization. 

____ Solicit major gifts from individuals. 

____ Formulate capital campaign strategies when needed. 

____ Standardize estate planning procedures for individuals who are interested in supporting the organization upon their death. 

____ Implement the “Thank You” process to ensure that every donor receives a receipt or acknowledgement of the date and amount of their donation for tax purposes. 

Operations and Governance: A Checklist 
____ Develop and implement a conflict of interest policy and reporting procedure for Board of Directors and staff. 

____ Develop and implement a privacy/ confidentiality policy for nonpublic personal information. 

____ Compose a policies and procedures manual including the organization’s overall objectives and goals, including the mission statement, financial plan, investment plan, operations, personnel and budget. 

____ Create an orientation packet for board members and staff including important information about the policies, organization, and information on the legal and ethical responsibilities of board members and staff. 

____ Revise policies and procedures as needed. 

____ Hire an executive director and monitor her performance. 

____ Appoint committees and/ or hire professionals to handle special functions of the organization, such as fundraising, public relations and finance. 

____ Comply with record-keeping requirements for tax purposes and with reporting and disclosure requirements. 

Important Tax Filing Notes:
IRS Form 1023 must be filed to obtain tax-exempt status from the IRS at the inception of the charity.

IRS Form 990 must be filed annually if gross receipts (from all sources) are $25,000 or higher for the taxable year.

IRS Form 990-T must be filed if unrelated business income is $1,000 or higher for the taxable year.
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