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TMAA., a Non-Profit Organization

“Non-profit status is a state law concept. Non-profit status may make an
organization eligible for certain benefits, such as state sales, property, and
income tax exemptions. Although most federal tax-exempt organizations
are non-profit organizations, organizing a non-profit organization at the state
level does not automatically grant the organization exemption from federal
income tax. To qualify as tax-exempt from federal income tax, an organiza-
tion must meet requirements set forth in the Internal Revenue Code.” -
IRS.

Tak Ming Alumni Association (TMAA) was formed in 2002 but not for-
mally registered as a legal entity with state agencies as a non-profit organi-
zation and did not obtained the tax-exempt status from federal and state
agencies. In January 2007, TMAA registered with California Secretary of
State as an unincorporated non-profit association, as ‘non-profits’ are

normally formed in the state in which they expect to operate.
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After a recognized type of legal entity has been formed at the state level,
it is customary for the non-profit organization to seek tax-exempt status
with respect to its income tax obligations. That is typically done by
applying to the Internal Revenue Service (IRS). The IRS, after review-
ing the application to ensure the organization meets the conditions to be
recognized as a tax-exempt organization (such as the purpose, limitations
on spending, and internal safeguards for a charity), may issue a determi-
nation letter to the “non-profit” granting its tax-exempt status for income
tax payment, filing, and deductibility purposes. The exemption does not
apply to other Federal taxes such as employment taxes. Additionally, a
tax-exempt organization must pay federal tax on income that is unrelated
to their exempt purpose. Failure to maintain operations in conformity to
the laws may result in an organization losing its tax-exempt status.
Following its formation as a legal entity, TMAA applied and successfully
obtained the tax-exempt status from the Internal Revenue Service (IRS)
and Franchise Tax Board (FTB).

A non-profit organization sometimes referred to as “not for profit”
organization generally does not operate to generate profit. ‘Non-profits’
are operated by either volunteers or paid positions. Their incomes are
generated by donations, membership dues and services. The income
generated from activities related to the purposes for which the entity was
organized is exempt from federal and state income tax.

For public charities and religious organizations, such as Red Cross,
March of Dime and churches, their exempt status fall under Internal
Revenue Code (IRC) 501(c)(3), and their income are exempt from
income tax and the donations are tax deductible by the donors. Other
non-profit organizations that do not qualify under IRC 501(c)(3) may be
exempted from income tax, but the donations are not tax deductible by
the donors. TMAA is operating as a private social and recreation club.
The organization has no benefits provided to the public, and its function
neither compares to a charity nor a religious organization. As a result,
any donations pledge to TMAA is NOT tax deductible.

Robert L. Chiu, CPA
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