
AGD Group Exemption
QUESTIONS AND ANSWERS
What is AGD Group Exemption?

AGD group exemption allows U.S. constituents or U.S. regions the opportunity to be included under the umbrella of the AGD Headquarters’ group exemption as a tax-exempt organization.  If a constituent or region is under the AGD Headquarters group exemption umbrella, they do not have to be granted tax-exempt status directly from the IRS.  If not under AGD Headquarters group exemption, a constituent or region must have tax-exempt status which is granted through the IRS via a determination letter.  If a constituent or region is not under the AGD Headquarters umbrella or has not gained tax-exempt status on its own, then it will treated as a for-profit entity and will be required to pay taxes on all gross receipts.
What are the requirements to be included under the AGD Headquarters group exemption?

U.S. Constituents or U.S. regions that wish to be included in the AGD Headquarters’ group exemption must meet all of the following criterion:

1. The constituent’s or region’s fiscal year runs from January 1 through December 31. 

2. The constituent or region is a 501(c)(6) type organization. 

3. The constituent or region has (or has applied for) an Employee Identification Number. 

What does tax-exempt mean?

Tax-exempt means that an organization does not pay corporate federal income tax from activities that are largely related to the purposes for which the organization was granted exempt status.  If a constituent or region conducts unrelated activity (example advertising), then the constituent or region will have to file Form 990T and may have to pay taxes.  
Does being included under the AGD’s group exemption mean constituents don’t have to file taxes?
A constituent or region is only covered by the AGD Headquarters group exemption with respect to its tax-exempt status. Exemption under the AGD Headquarters group exemption number does not eliminate a constituent’s or region’s need to file a Form 990, 990-EZ or 990-N with the IRS.
What do gross receipts mean?  

Gross receipts refer to all monies put through the constituent’s or region’s financial books.  This includes dues money received and money from courses.

Requirements for IRS Form 990
All constituent or regions are required to file an IRS Form 990 beginning with fiscal years ending December 31, 2018. Below are the limits that determine which IRS Form 990 a constituent or region has to file with the IRS:
· If gross receipts are normally under $50,000, constituents or regions are required to file Form 990-N.  After the fiscal year has completed, AGD Headquarters requests that constituents falling into this category submit an Annual Statement of Cash Activity.  For tax year 2018 and beyond, the limit will be increased to $50,000.
· For the 2016 tax year (filed in 2015), if gross receipts are between $50,000 and $200,000, and total assets are less than $500,000 at the end of the year, then Form 990-EZ can be filed.  Otherwise, Form 990 must be used.
· For the 2017 tax year and beyond, if gross receipts are between $50,000 and $200,000, and total assets are less than $500,000 at the end of the year, then Form 990-EZ can be filed.  Otherwise, Form 990 must be used.

· For the 2018 tax year and beyond, if gross receipts are between $50,000 and $200,000, and total assets are less than $500,000 at the end of the year, then Form 990-EZ can be filed.  Otherwise, Form 990 must be used.
If filing Form 990 or 990-EZ and the constituent or region is under the AGD’s group exemption umbrella, you will be required to provide the AGD’s group exemption number on the form.  We also request that upon filing your return, that a copy of the constituent’s Form 990 be submitted to AGD Headquarters.
Can components be included under the AGD Group Exemption?

Yes.  Components are eligible to file through the Headquarters office provided that the Constituent in which the component is chartered is filing for tax-exemption under the umbrella of the AGD.  

When should Form 990 be filed?
Form 990 is due within 5 ½ months after the constituent’s or region’s year-end (i.e. Year ends 12/31/2018; your return is due by 5/15/2019).  

What does it mean to be designated as a 501(c)(3) and 501(c)(6) organization?

501(c)(3) is organizations that are charitable, educational and religious organizations.  The organization may not inure to the benefit of any private shareholder or individual. In addition, it may not attempt to influence legislation as a substantial part of its activities and it may not participate at all in campaign activity for or against political candidates.  The organization must not be organized or operated for the benefit of private interests, such as the creator or the creator's family, shareholders of the organization, other designated individuals, or persons controlled directly or indirectly by such private interests.
501(c)(6) is organizations that are, in general, an association (business league) of persons having some common business interest, the purpose of which is to promote such common interest and not to engage in a regular business of a kind ordinarily carried on for profit. Trade associations and professional associations are considered to be business leagues. The business league must be devoted to the improvement of business conditions of one or more lines of business as distinguished from the performance of particular services for individual persons. It must be shown that the conditions of a particular trade or the interests of the community will be advanced. No part of its net earnings may inure to the benefit of any private shareholder or individual and it may not be organized for profit or organized to engage in an activity ordinarily carried on for profit (even if the business is operated on a cooperative basis or produces only sufficient income to be self-sustaining). The term "line of business" generally refers either to an entire industry or to all components of an industry within a geographic area. It does not include a group composed of businesses that market a particular brand within an industry.

Are there any distinct advantages to being designated as a 501(c)(3) organization, rather than the more common 501(c)(6) designation?

The 501(c)(3) designation precludes your constituent from filing under the AGD umbrella, as well as placing severe limitations on various lobbying and marketing activities.  The potential benefit of a third-class bulk mail rate may not be not worth the other concessions.

What is Incorporation?

Incorporation establishes continuity of existence and makes entering into contractual agreements and establishing financial accounts easier.  It is a legal process that will limit liability to the constituent officers and its members who may otherwise be personally liable for torts and contractual obligations of the constituent.

It is recommended that the constituent seek the assistance of legal counsel when it decides to incorporate.  

What if we've neglected to incorporate?
Your eligibility for tax-exempt status as a nonprofit organization will not be harmed if, for some reason, you are not incorporated.  However, remaining incorporated within your state will protect your members from a variety of liability issues.

What is an Employer Identification Number (EIN)?

An Employer Identification Number (EIN) is a nine-digit number that the IRS assigns in the following format: 00-0000000. The IRS uses the number to identify taxpayers who are required to file various business tax returns. EINs are used by employers, sole proprietors, corporations, partnerships, nonprofit associations, trusts, estates of decedents, government agencies, certain individuals, and other business entities.  

Do we have to obtain an Employer Identification Number even though we do not have any staff?

Absolutely! The EIN identifies the Constituent to the IRS, much the same way a Social Security number identifies an individual.

How do we apply for an EIN?

Toll-Free Telephone Service
Constituents can obtain an EIN immediately by calling the Business & Specialty Tax Line 
(800-829-4933). The hours of operation are 7:00 a.m. - 10:00 p.m. local time, Monday through Friday. An assistor takes the information, assigns the EIN, and provides the number to an authorized individual over the telephone.

Fax
Constituents can FAX the completed Form SS-4 application to their state FAX number (see Where to File - Business Forms and Filing Addresses), after ensuring that the Form SS-4 contains all of the required information. If it is determined that the entity needs a new EIN, one will be assigned using the appropriate procedures for the entity type. If the taxpayer's fax number is provided, a fax will be sent back with the EIN within four (4) business days.

Mail
The processing timeframe for an EIN application received by mail is four weeks. Ensure that the Form SS-4 contains all of the required information. If it is determined that the entity needs a new EIN, one will be assigned using the appropriate procedures for the entity type and mailed to the taxpayer.

Online
The Internet EIN (I-EIN) application is another avenue to apply for and obtain an employer identification number. Once all the necessary fields are completed on the online form, preliminary validation is performed and the taxpayer will be alerted to information IRS needs that may not have been included. An EIN will be issued after the successful submission of the completed Form SS-4 online.  To apply online, click here. 
What if we don't know if we have an EIN?
Check your constituent’s last year’s tax return, contact the constituent Treasurer, Sectary/Treasurer, Executive or Constituent Services to review the EINs that the AGD has on file.

What is unrelated business income tax (UBIT)?

Any income on sales of something not directly related to the business of the AGD, which is liable for separate tax.  

Three factors must be present to determine whether your constituent has unrelated business income: (1) the income must be from a business, (2) the income must be from a business regularly carried on and (3) the income from a business unrelated to the constituent’s exempt purpose.

What is a 990, 990-N, 990-EZ and 990-T? 

990 is an IRS tax filing form used to report an organizations annual informational return.  
The Form 990 (www.irs.gov) must be filed by the 15th day of the 5th month after the end of your organization's accounting period.

990-EZ is an IRS tax filing form designed for use by small tax-exempt organizations and nonexempt charitable trusts. An organization may file Form 990-EZ for tax year 2012, instead of Form 990, only if (1) its gross receipts during the year were less than $1,000,000, and (2) its total assets at the end of the year were less than $2,500,000.  The Form 990-EZ (www.irs.gov) must be filed by the 15th day of the 5th month after the end of your organization's accounting period.

990-N is an IRS tax filing form designed for use by small tax-exempt organizations and nonexempt charitable trusts.  An organization may file Form 990-N if its gross receipts during the year are normally less than $25,000.  The limit is increased to $50,000 for tax year 2016 (filed in 2015) and beyond.
990-T is an IRS tax filing form used by an exempt organization subject to tax on unrelated business income.  Form 990-T is required if the organization's gross income from unrelated businesses is $1,000 or more.  When you file Form 990-T you must attach any required supporting schedules and forms. The obligation to file Form 990-T is in addition to the obligation to file any other required returns. 

An exempt organization must report income from all its unrelated businesses on a single Form 990-T (www.irs.gov)).  The Form 990-T of any other exempt organization must be filed by the 15th day of the 5th month after the end of its tax year.  If the due date falls on a Saturday, Sunday, or legal holiday, the return is due by the next business day.

How do I obtain the tax forms and publications we need?
Call the IRS toll free at 800-829-3676 or visit their website at www.irs.gov.

AGD Group Exemption - Questions  Answers_2019

Page 4 of 4

[image: image1.png]ACADEMY
ofGENERAL



