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On the cover: Residents of the 4C’s neighborhood are entertained at a neighborhood block party.
INTRODUCTION

Welcome to Gathering Resources, Building Assets: A Guide to Fund-Raising for Your Neighborhood Organization. The purpose of this guide is to serve as a general reference tool for neighborhood organizations within the City of Allentown. The guide contains ideas for activities that can be undertaken to raise funds for neighborhood organizations and some tips on how to make these fund-raising activities more successful. We would like to give credit to the following agencies who were the source for the majority of the information contained in this guide:

Pennsylvania Department of Revenue: http://www.revenue.state.pa.us
Sacramento Community Services Planning Council & Americorps*VISTA, 
“Linking Neighbors Project”: http://www.communitycouncil.org/neighbors 

Sacramento Gifts to Share, Inc., “Volunteer Project Guide”: 






http://www.giftstoshare.org/vguide.htm
United States Internal Revenue Service, “Publication 557: Tax-Exempt Status for Your Organization”: http://www.irs.gov/pub/irs-pdf/p557.pdf

University of Kansas, “Community Toolbox”: http://ctb.ku.edu
We hope this guide will serve as a valuable resource for all neighborhood organizations in Allentown. We commend you for your dedication and hard work in making your neighborhood, and the whole city, a better place to live. For more information about any of the City’s neighborhood organizations, please contact the City of Allentown Bureau of Planning and Zoning at 610-437-7613.
ED PAWLOWSKI, Mayor

City of Allentown
GETTING STARTED
Before jumping into the process of raising funds for your organization, you should sit down and do a bit of planning first. Two important considerations you should think about are: (1) what you are going to use the money for; and (2) how you are going to manage the money. The tips below should get you headed in the right direction.
SETTING A PLAN
Once a year, your organization (or at least your organizing board) should get together and set a plan of goals and objectives for the coming year. As part of this planning process, you should think about what activities or events your organization is going to hold or take part in, and consequently, how much money these activities or events will cost. You should also think about other things your organization may need money for, such as basic operating expenses. By setting a yearly plan in advance, you can help to determine how much fund-raising will need to be done and you can then go forward and think about what fund-raising activities can best fulfill these objectives.
OPENING A BANK ACCOUNT
Any neighborhood organization that spends or raises money should have a bank account to hold that money. A bank account brings legitimacy to your organization and makes record keeping for your group much easier. 

The first thing you need to consider in opening a bank account is that the account should be in the name of the organization, not in the name of any individual, even if the bank tells you it would be easier. To open an account, your organization will first need to obtain a tax identification number from the Internal Revenue Service. The IRS application form SS-4 can be obtained online at http://www.irs.gov/pub/irs-pdf/fss4.pdf or by calling 1-800-829-4933. You may receive your tax ID number immediately if you apply online or by telephone, or within 4 weeks if applying by mail. You need to bring your tax ID number with you when opening your bank account.

The second thing you need to consider is what type of account you should open. Often a savings account will be a better choice for a neighborhood organization than a checking account because savings accounts usually have lower minimum opening amounts, lower minimum monthly amounts, and lower monthly maintenance fees. This can be important because if you use a bank that requires a higher minimum monthly balance than you can manage, the amount of money taken out for monthly maintenance charges could greatly deplete your funds. Therefore, a bank which offers a low minimum balance and little or no maintenance fees would probably be best suited for your group, so shop around for the best deal. You could even try talking to an officer of a bank to see if they would waive any fees on the basis that you are a volunteer neighborhood organization, particularly if it is a bank located in your neighborhood.
A final consideration you should make when setting up a bank account is to require two signatures when withdrawing money or writing a check. This process may seem like a hassle but it will minimize possible abuse and loss of funds. If you get three signatures registered with the bank, it will make it easier to get the two signatures necessary for withdrawals.
Now that you have the basics taken care of, you are ready to raise some money!
INDIVIDUAL CONTRIBUTIONS
Asking for contributions from neighborhood residents can turn fund-raising into community building. People tend to become more attached to groups, projects, and places in which they feel they have ownership. The proceeds from individual contributions could be set aside for special projects or could be put into the organization’s general fund. The following are some ideas for ways of asking for monetary contributions from individuals:

· Membership dues: Conduct an annual membership drive to recruit new members and retain existing members. Ask each family to pay a small fee to be a member of the organization. In some organizations, payment of membership dues entitles members to voting privileges in the organization while in others members are simply thanked for their contribution to the organization. Make sure that the dues you set are affordable to all residents of your neighborhood so that you do not exclude anyone from participating. Typical membership dues range from $6 to $12 per family per year. Your organization’s meetings should remain open to all neighborhood residents whether they pay membership dues or not.

· Voluntary subscriptions to newsletters: If your organization publishes a regular newsletter, ask recipients if they would be willing to make a contribution in order to ensure its continued publication. Since the information in newsletters is usually relevant to everyone in the neighborhood, many residents may be willing to make a contribution to show their appreciation for the information. Funds raised from newsletters could be put toward the printing or distribution of the newsletters.

· Collections at meetings: If your organization conducts regular meetings, pass around a container and ask attendees to contribute a dollar or two or even whatever change they have in their pockets. Collecting funds at meetings allows residents to donate anonymously whatever amount they feel comfortable with. Funds raised from collections at meetings could be put toward providing refreshments at the meetings.

· Door-to-door canvassing: Going door-to-door to ask for contributions is a long-used method of raising funds for organizations. Door-to-door canvassing has the advantage of letting you talk to and get to know more people in the neighborhood. You should be prepared to tell people about the organization’s regular activities or any special projects so they will know where their money is going. In the City of Allentown, you are required to obtain a solicitor’s permit from the Finance Department before you can canvas door-to-door. For safety reasons, canvassing should never be done alone nor by children.

· Planned or memorial giving: Ask members or supporters of your organization to continue their support through a planned donation in their wills. Or ask people to commemorate a loved one with a contribution to the organization in the name of their loved one. Many people who make such a gift will request that the money be used for a specific activity, such as a scholarship fund for neighborhood children or flower gardens in a neighborhood park.

· Direct mail campaigns: Organize a direct mail campaign, where you mail a brochure or pamphlet about your organization, a request for contributions and a return envelope to all the households in your neighborhood. The U.S. Postal Service runs a Direct Mail program to assist organizations in the planning, designing and mailing for such campaigns. For more information, contact the local post office or the U.S.P.S. website at http://www.usps.com
IN-KIND DONATIONS
Another type of donation your organization can seek out is an in-kind or non-monetary contribution. Often, an individual or business may not have the resources to make a monetary contribution to your organization, but they can donate a product or service. In-kind donations can be just as valuable to your organization as monetary donations because they reduce the need for your organization to pay for such items. Depending on the goals of your organization, in-kind donations could include:
· Equipment, such as office or computer equipment, office supplies, cleanup equipment, gardening supplies, or building materials. For example, the City of Allentown currently provides free cleanup kits to City residents, which consist of a broom, dustpan and garbage bags. Call the Bureau of Solid Waste and Recycling at 610-437-8729 for more information.
· Furniture, such as tables and chairs for a neighborhood center or a desk for your organization’s office.

· Space, such as a meeting space for neighborhood meetings, facilities for special events, or office space for your organization.
· Services, such as printing, telephone or internet service, bookkeeping or accounting services, legal services or professional consulting. 

· Food, such as refreshments for neighborhood meetings or special events.

· Merchandise, such as end-of-season or surplus inventory or company promotional items, that could be used as incentives for participating in activities or prizes for special events.
· Time, such as speaking at a neighborhood meeting, attending or participating in a special event, or helping out in a neighborhood project.

See page 4 for some Tips for Requesting In-Kind Donations and page 5 for a Sample Request Letter to Potential In-Kind Donors.
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TIPS FOR REQUESTING IN-KIND DONATIONS
1. 
Make a list of what your organization needs.

2.
Make a list of potential donors. Brainstorm a large list, concentrating especially on local businesses who have an interest in your neighborhood, such as:



         grocery stores

office supply stores

coffee shops

restaurants

large retailers

radio stations



variety stores

hotels

schools/universities

community centers

food distributors

theaters

3. 
Call the potential donor and speak with someone who handles donation requests, such as the owner if it is a small business, or the public relations department if it is a large corporation. Get a contact name and address that your letter or request can be sent to.

4. 
Write a letter of request and send it promptly. (See the sample letter on the following page.) Include with your letter of request any short project brochures or media releases that demonstrate what your organization is doing for the neighborhood. Identify to donors who some of your other supporters are. Tell them how your organization or its activities can benefit them. 

5. 
Keep a record of when letters are sent and to whom. Follow up 10 to 14 days later, and ask to speak with your contact person. Ask the contact person if your letter has been received and if that business would be interested in making your requested donation. Be persistent and prompt in your communication with potential donors.

6. 
If they cannot make the donation, thank them anyway. Remember that some businesses have donation budgets that may already be drained by previous requests. If your request cannot be granted, do not be discouraged. Thank them for their consideration and go on to your next contact. If they can donate, thank them right away and arrange to pick up the donation. Send a thank-you note in the mail as soon as possible. Show your appreciation by recognizing and thanking your donor often, during your event and in the future. Make sure they know how important their donation is to the success of your project and the well-being of your neighborhood.
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SAMPLE REQUEST LETTER TO POTENTIAL IN-KIND DONORS
January 1, 2009
The Corner Store

123 Any Street

Allentown, PA 18100

Attn: Mr. Grocer

Dear Mr. Grocer,

I am writing this letter to you on behalf of the Uptown Neighborhood Association. We are requesting a donation of hot dogs and buns to be used for an upcoming community event. We are holding a “Clean Up the Park Day” on April 1 to beautify our neighborhood and encourage more community involvement and pride in the neighborhood. We want to provide lunch for the estimated 100 volunteers signed up for the event. Please consider our request for a food donation from your business.

We will recognize all donors on the day of the event and would greatly appreciate your contribution to our neighborhood.

I can be reached at 555-5555 to answer any questions you might have. Please expect my follow-up phone call in about 10 days.

Sincerely,

O.R. Ganizer

Uptown Neighborhood Association
FUND-RAISING EVENTS

There are a wide variety of events that can be held to raise funds for a neighborhood organization. Most fund-raising events will require a considerable amount of time and effort to plan and execute. Consider appointing a fund-raising committee to be in charge of all your organization’s fund-raising events, or appoint a new committee for each different event. Whenever possible, try to get supplies or prizes for your events donated by residents or local businesses. See page 7 for some Tips for a Successful Fund-Raising Event. Some examples of fund-raising events that can be held by neighborhood organizations include:

· Auctions: Ask neighbors to donate anything from overnight babysitting to homemade cheesecake to four hours of house repairs. Hold a big neighborhood party, where either a professional auctioneer or a volunteer from your organization auctions off every donated treasure to the highest bidder. An alternative is to have a raffle auction, where attendees (bid( on items by dropping purchased tickets into containers for the prizes they want to win and then having the (auctioneer( select a winning ticket for each prize.
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· Community breakfasts or dinners: Get a group of volunteers together to cook up and sell some hearty breakfast fare, like pancakes and sausage, a simple dinner, such as spaghetti, or ethnic favorites, like pierogies and potato pancakes. You can not only raise money for your organization but also give neighbors an opportunity to get together on a social basis.

{Call the Allentown Health Bureau at 610-437-7759 at least 5 days before the scheduled event to apply for a temporary food service license and find out what operational standards you must meet.}
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· Dances: Hire a local disc jockey or recruit a capable volunteer from your organization and sell tickets to the residents of your community. Provide refreshments to keep the dancers going. Consider giving out donated door prizes or special prizes for spot dances.
· Yard sales: Have an annual neighborhood yard sale to benefit your organization. Invite all the residents in your neighborhood to hold a sale and ask them to donate some of the proceeds to the organization. Or, hold one large sale at a central location, such as a school or church, and either ask residents to donate items to sell or sell table spaces at the sale and let participants keep their own profits. 

{In Allentown, permits are not required for yard sales. Signs may not be posted more than 3 days before or 24 hours after the sale, and must contain the address and date of the sale. For more information, call the Allentown Zoning Office at 610-437-7630.}
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· Bake sales: Ask your members to whip up a batch of their best baked goods and sell them at a neighborhood bake sale, or in conjunction with another event. Or, organize a sale of specific items, such as pies or breads, where you take orders in advance, get a group together to bake them and then deliver them on a specified date.
{Call the Allentown Health Bureau at 610-437-7759 at least 5 days before the scheduled event to apply for a temporary food service license and what find out what operational standards you must meet.}
· Car washes: Get together as many sponges and buckets as possible and hold a neighborhood car wash. A car wash is an easy activity that you can get some of the younger members of the neighborhood involved in and make use of their energy and enthusiasm.
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TIPS FOR A SUCCESSFUL FUND-RAISING EVENT

1.
Plan your event for a time and day that will be convenient for people to attend. Try not to plan your event for a date that will conflict with other neighborhood or community events.

2.
Develop a budget and estimate how many tickets or products you will need to sell to break even or make a profit. Try to estimate how many people will be in attendance. Selling tickets in advance can help you develop a reasonable estimate.

3.
Develop a ticket and money handling procedure to ensure accountability.

4.
Prepare an advertising plan. Create as much publicity for your event as possible. Print flyers, make posters, and place announcements in school or church bulletins, and of course in your neighborhood newsletter. 

{The Morning Call and The Allentown Times both run weekly community calendars to publicize community events. Morning Call submissions can be sent to P.O. Box 1260, Allentown PA 18105, faxed to 610-820-6693 or e-mailed to news@mcall.com. Allentown Times submissions can be sent to 609 Hamilton St., Suite 110, Allentown PA 18101 or e-mailed to news@theallentowntimes.com.}
5.
Look into the need for any permits before you hold your event. Local permits required may include a temporary food permit from the Health Bureau if food is being sold, a special events permit from the Recreation Bureau if an event is held on City property, or a temporary sign permit from the Zoning Bureau if you will be posting signs for the event. 

{See page 8 for more information on local permit requirements.}
6.
Events involving raffles, drawings or other games of chance will require a Small Games of Chance permit from the Lehigh County Fiscal Office. Under the Pennsylvania Local Option Small Games of Chance Act, only eligible nonprofit organizations are allowed to conduct small games of chance, for the purpose of raising funds for the promotion of (public interest purposes( There are five games of chance which may be conducted: punchboards, pull-tabs, raffles (including lotteries), daily drawings and weekly drawings. Eligible organizations are charitable organizations, religious organizations, fraternal organizations, veterans’ organizations, clubs, and civic and service organizations. 
{For more information, call the Lehigh County Fiscal Office at 610-782-3112 or 610-782-3115.}

7.
Liability insurance can help to protect your organization should someone be injured while attending your event. Check around with local insurance agents for prices. Some may be willing to give discounts for neighborhood organizations.
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LOCAL PERMIT REQUIREMENTS
Depending on the type of event your organization decides to hold, you may be required to obtain permits from the City or County beforehand. The most commonly required permits include:

TEMPORARY FOOD SERVICE ESTABLISHMENT PERMIT: 
The City Health Code defines a temporary food service establishment as a food service establishment that operates at a fixed location for a period of time of not more than 14 consecutive days in conjunction with a single event or celebration. Although there are certain exceptions, most such establishments are required to obtain a temporary food service establishment permit.

Examples of events that generally require a temporary food permit:

· Bake sales that involve items requiring refrigeration, such as cheesecake, custard, or cream pies.

· Sandwich sales, whether prepared on-site or pre-made. All sandwiches must be prepared in a commercial grade kitchen, such as a restaurant or church kitchen, or in a facility checked by a City health inspector.

· Any foods which are prepared on-site.

Examples of events that generally do NOT require a temporary food permit:

· Bake sales, provided that single servings are sliced and individually wrapped beforehand, whole items (pies, breads, etc.) are wrapped beforehand and there are no items requiring refrigeration.

· Food sales involving foods that are commercially prepared and only require cooking or heating on-site, such as hamburgers, hot dogs, etc.

The fees for a temporary food service establishment for nonprofit organizations are $1.00 for the annual license fee and $9.00 for the annual operational fee. (In most cases, the Health Bureau will recognize a city neighborhood organization as non-profit.) Temporary food service licenses must be applied for at least 5 days prior to the event, or the organization will be faced with a late fee of $5.00. For more information about temporary food service establishment permits, please contact the Allentown Health Bureau at 610-437-7759.
SPECIAL EVENT PERMIT:
A Special Event Permit is required for any event that occurs on City-owned property. If the event is to occur within the right-of-way of any street, requiring the street to be blocked off, the permit application should be filed with the Police Department Traffic Division. If the event is to occur in a City park, the permit application should be filed with the Recreation Bureau. For either type of event, your organization may be required to provide liability insurance for the event, the amount of which is determined by the Chief of Police on the recommendation of the City’s Risk Manager. 

The fee to apply for a Special Events permit is $5.00. Special Events permits must be applied for at least ten (10) days prior to the event. In addition to the permit fee, you may also be required to pay Special Police Service fees, charged by the hour for such things as patrol or security officers or equipment, and/or Special Administrative fees, charged by the hour for such things as placing barricades, traffic cones, signs or clean-up. For more information about Special Events permits, please contact the Allentown Police Department Traffic Division at 610-437-7707 or the City of Allentown Recreation Bureau at 610-437-7757.

SIGN PERMIT:

If you are putting up 10 or more signs in the neighborhood to advertise your event, a Temporary Sign permit must be obtained from the City Zoning Office stating the name, address and telephone number of your organization and the purpose of the signs. The fee for a Temporary Sign permit is $15. Signs for special events cannot be posted more than 30 days before the date of the event and must be removed within 7 days following the event.
In addition, if your organization has access to a non-residential property in a business or industrial zoning district, you may be permitted to display a portable sign or banner, such as a lighted reader board or sandwich board sign, for a period of 15 consecutive days, for two periods during any 12-month period. In addition to a sign permit fee of $15.00, you will be required to pay a deposit of $100.00, which is refundable if the sign is removed within 5 days after the end of the 15-day display period. 
For more information about sign permit requirements, please contact the City of Allentown Zoning Office at 610-437-7630.
TIME TITHING
Another way to generate income for your organization is through time tithing. Time tithing is a system in which supporters or members contribute their time performing valuable services. Rather than being paid for performing the services, they have the cost of their time or labor, minus any expenses, contributed to the organization. Some examples of services that could be provided by time tithing are:

· Accounting / tax preparation
· [image: image21.png]


Administrative services (typing, word processing, etc.)
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Painting

· Gardening

· Snow shoveling

· Grass cutting

· Baby sitting

· Cooking

· Cleaning
The possibilities for services that could be provided through time tithing are endless. Any service or skill that can be marketed is a possibility. Time tithing can provide the opportunity for any resident of your neighborhood to contribute something to the organization, regardless of their age, income or occupation.
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PRODUCT SALES
There are a number of companies that provide products for neighborhood organizations or other groups to sell or distribute, with a portion of the profits to be kept by the organization. Be sure to verify the legitimacy of any company before agreeing to distribute their product. You can call the Better Business Bureau of Eastern Pennsylvania at 610-866-8780 or look up companies online at www.bbb.org. Look for any hidden loopholes, such as having to sell a minimum number of products or having to pay for the product up-front, that could end up costing your organization. Avoid selling novelty items or products with excessive price markups, which will not be appealing to prospective customers. Some examples of products that can be sold include:
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· Food, such as candy, desserts, coffees, gourmet foods and steaks.
· Home decor items, such as candles, pillows, lamps, picture frames and blankets.
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· Clothing, such as t-shirts, sweatshirts, denim shirts and hats, most of which could be printed or embroidered with the name or logo of your organization.
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· Cookbooks, which contain recipes contributed by the members of your organization.

For more ideas on products to sell and companies that distribute them, see the Fundraising Bank website at http://www.fundraising-ideas.com.
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T A X   T  I  P
If you organize a product sale through a company, they are generally responsible for remitting any sales taxes collected on the items. However, if your organization on its own sells any products other than food or clothing, you will be required to collect and remit 6% sales tax to the state. Vendor licenses are available from the PA Department of Revenue. You can apply online at www.pa100.state.pa.us or by calling 1-800-362-2050 to request an application form.
tc \l3 "T  A  X     T  I  P
GRANTS

There are many sources who grant money to community or neighborhood organizations to carry out proposed projects. Securing a grant usually requires writing up a good proposal, which takes time, energy and hard work. These labors are not always rewarded, because grants are very competitive. There is a lot to know about the grant-writing process, much more than can be covered in this guide. The following is the basic process for applying for grant money.
	


1. 
Make a detailed plan of the project for which your organization is seeking funding. Include in your plan such important information as a description of your organization, a description of your proposed project, the goals of your proposed project, how your proposed project will benefit the community, and the cost of the proposed project.
2. 
Make a list of potential grant makers. There are four main sources of grants: 

· Clubs and organizations: Many service clubs and organizations donate money to activities in the community. Contact local chapters of these organizations and ask about their funding opportunities.

· Foundations: There are many thousands of foundations which exist for the sole purpose of giving money. Finding the ones most suitable for the purposes of your organization usually takes some research. Check at the library or search on the Internet for directories of grant-making foundations.

· Private businesses and corporations: Many corporations have excellent community giving programs. More information on funding from corporations can be found by contacting their public relations departments, by accessing their corporate websites, or by researching them like foundations. You can also have members of your organization inquire with their employers to see if they grant money to organizations that their employees are involved in.

· Governments: Most levels of government (federal, state, and local), offer grant money for specific or qualifying programs. Often, your local state or federal representative will have access to funds which can be granted to local organizations, or they can apply for government grants on behalf of your organization. For more information, contact your local State Representatives or U.S. Congressman.


3. 
Narrow the field. Your research might turn up dozens of sources that could potentially provide funding to your organization. In order to narrow the list down to the best matches for your project, the following criteria should be considered.

· Subject or interest area: Make sure the grant maker gives grants in your particular subject or area of interest.

· Purpose: Some grant makers direct their money toward start-up projects, while others emphasize ongoing support for established projects. Make sure your project meets the grant maker’s purpose.

· Geographic area: Some grant makers have geographic preferences and restrictions for where they give money. Make sure your organization is located within their preference area.

· Monetary amount: Make sure your request amount is within the grant maker’s giving ability. Keep in mind that if your organization is looking for more money than the grant maker can give, you can certainly apply to more than one grant maker at a time. 

4. 
Contact your leading prospects. Once potential funding sources have been identified, contact them for application information. Almost all grant makers who accept public applications will send you their basic application guidelines and application form. Many grant makers will also provide an Annual Report and/or Grants List, which will tell you more about their goals and organization, to whom it has made recent grants, and in what amounts. Read these over and be sure you understand exactly what the grant maker is asking for.

5. 
Complete your application. Each grant maker will have its own standards and procedures, but most will ask for similar types of information. The guidelines should tell you exactly what is expected of you. Be sure to follow the directions carefully. If you have any questions that are not answered in the guidelines, most grant makers have someone on staff that can be contacted with questions. When you are satisfied that you have provided exactly what the grant maker has asked for, submit it in advance of any deadline date. Keep a record of when proposals are mailed and to whom. If the grant maker requests additional information, respond as quickly as possible.

6. 
Say thank you, no matter what the outcome. Even if you submit a terrific proposal in all respects, it is very possible that your organization will not get the money applied for. If this happens, do not be discouraged. Thank the grant maker for considering your proposal and ask them how your proposal could have been better. Use every application as a learning experience. 

If the money is granted, send the grant maker a letter of thanks as soon as possible. Remember to give the grant maker as much recognition and appreciation as possible. Many large grant makers have a public relations department that will want to hold a media event to publicize the fact that they are giving you money. If so, take full advantage of this opportunity to publicize your organization’s project and show your appreciation to the grant maker.


NONPROFIT AND TAX-EXEMPT STATUS
In order for an organization to be eligible to receive charitable donations or grant money, it is usually required to acquire nonprofit and tax-exempt status, however there is often confusion as to what these terms actually mean. Many organizations, for example, are nonprofit organizations and are recognized by the federal government as being tax-exempt. But becoming nonprofit and becoming tax-exempt are different processes, usually done at different times, and by different government agencies. There is much more to know about nonprofit and tax-exempt status than can be covered in this guide, but this section will attempt to provide a basic understanding of the terms and processes involved.

GETTING HELP
Throughout this section, it is suggested that your organization should seek help from an accountant or a lawyer to go through these processes. Since fees for these services can be costly, it might be worthwhile to look for professionals who will either donate their time or do the work at a reduced cost. The following tips might help you in doing so: 

· Ask around. You may have someone involved in your organization who is a professional, or knows someone who is. Do not be shy about asking for help. Remember, you are not asking for yourself, you are asking on behalf of a cause you believe in. 

· Call the Lehigh County Bar Association’s Lawyer Referral Service at 610-433-7094 or Lehigh Valley Legal Services at 610-317-8757 for a list of lawyers willing to do pro bono or low cost legal work.

· Look for advertisements in publications related to what your organization does. Some of the people advertising may well be willing to volunteer or work at low cost for a cause they believe in. 

· It may take some time before you find someone competent to help you out. Sheer persistence, however, often makes the difference. Do not give up the first time someone tells you no. 

· Network with other neighborhood organizations who have been through the process already. They may be able to give to some tips from their experience or recommend someone who can help you.
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UNDERSTANDING THE TERMS
Obtaining nonprofit status and obtaining tax-exempt status are two different processes, usually done at different times, and by different government agencies. An important distinction to make is that nonprofit status is granted by the state, while a tax-exempt designation (such as 501(c)(3) status) is granted by the federal government through the Internal Revenue Service. To apply for federal tax-exemption, you need to have been granted nonprofit status first. The following descriptions explain each term in more detail.

· NONPROFIT STATUS: 
Nonprofit status in its simplest variation, can be granted to any organization for which those who control or support it do not earn a profit. This does not mean that a nonprofit organization cannot make a profit. In fact a nonprofit organization can produce goods and services, it can earn a profit while doing so and it can even invest those profits in hopes of earning more money. However, all of the money made must go back into the organization and cannot be shared among its members. Generally speaking, nonprofit organizations do not have any owners. 

· FEDERAL TAX-EXEMPT STATUS: 

Federal tax-exempt status allows an organization to be exempted from federal corporate and income taxes for most types of revenue and to be able to solicit tax deductible charitable contributions. The best-known type of tax-exemption granted by the federal government is Section 501(c)(3) of the United States Tax Code. Community organizations may qualify for 501(c)(3) status as charitable organizations working to combat community deterioration or lessen neighborhood tensions. Community organizations may alternatively qualify for tax-exemption under Section 501(c)(4), as social welfare organizations working to improve public services, housing and residential parking, publishing a free community newspaper, sponsoring a community sports league, holiday programs or meetings, providing security patrols in the community and/or working to preserve the community’s traditions, architecture and appearance. Organizations should consult with a legal professional to determine which status is best suited for the interests and functions of the organization.

· STATE TAX-EXEMPT STATUS: 

It is also possible for an organization to obtain a state tax-exempt status from the Commonwealth of Pennsylvania. State tax-exempt status allows an organization to be exempted from state sales and use taxes and local property taxes. To be eligible for state tax exemption, an organization must be considered a (purely public charity,( which is determined by meeting a five-prong test. A purely public charity organization must: (1) advance a charitable purpose, (2) donate or render gratuitously a substantial portion of its services, (3) benefit a substantial and indefinite class of persons who are legitimate subjects of charity, (4) relieve the government of some burden, and (5) operate entirely free from private profit motive. Typically, organizations that may qualify for tax exemption are charitable organizations, religious organizations, nonprofit educational institutions, voluntary fire companies, and relief associations. Please note that state tax-exempt status is a separate classification and is not required to obtain nonprofit status and/or federal tax-exempt status.
ELIGIBLE ORGANIZATIONS
There are three types of nonprofit organizations that can be recognized by the federal government for tax-exempt status: 

· Corporations: Becoming a corporation is perhaps the most common choice for community organizations. For incorporation, the organization must be structured according to specific state laws. These laws include having a document commonly known as the Articles of Incorporation, and rules of operation which are commonly known as By-Laws, both of which must be filed with and approved by the Pennsylvania Department of State. Incorporation is often the best choice for a community organization, because of the liability protection it can offer for its members. In most cases, a corporation can be held liable for its actions but its individual members cannot. In addition, the choice to become a corporation is simply a matter of perception or comfort. People are familiar with corporations, they are used to working with them, and they often perceive corporations as being serious and dependable.

· Unincorporated organizations: An unincorporated organization is much like a corporation, and often has similar by-laws and purposes. Although the name seems to suggest otherwise, it is still a formal structure with an official status. However, a constitution or other organizing policies may take the place of the Articles of Incorporation, and there is no protection against personal liability for members. Additionally, much less reporting to the state is required.

· Trusts: A trust generally has narrower interests than a corporation or an unincorporated organization. Though there are several kinds of trusts, the many laws which govern them are created with charitable trusts in mind. Because of this, becoming a trust is rarely appropriate for a neighborhood organization. 

	


Going into depth on each of these types of organizations is beyond the scope of this guide. For more detailed information on each of them, speak with an attorney, or consult any number of books that are available on the subject. 

ISSUES TO CONSIDER
Although applying for official nonprofit and tax-exempt statuses can be very helpful in relieving your organization from paying taxes, allowing people to make tax-deductible contributions to your organization, and applying for grant money, your organization should consider the following issues:

· Incorporation creates another level of complexity, responsibility, and regulation that a volunteer-based organization may not be prepared to handle. For example, your organization would be required to keep detailed financial records and file an annual tax return with the Internal Revenue Service and, if granted state tax-exempt status, with the PA Department of State’s Bureau of Charitable Organizations. 

· Filing for incorporation and tax-exemption takes time and money. Fees for tax advisors, lawyers or accountants can also be substantial. 

· For a group in the beginning stages, incorporation and tax-exemption may not be necessary. It is often best to focus on doing the work, and developing a track record of success. Incorporation and related issues can be a distraction and may be better taken up later.

· Incorporation and federal tax-exemption may limit certain lobbying and advocacy activities. For example, as a tax-exempt organization you could not actively support candidates for public office. 

· Tax-exempt organizations are taxable, to the extent that they participate in activities unrelated to the performance of tax-exempt functions. In other words, the advantages of tax-exempt status would apply only to those activities related to the function of your organization.
SUITABILITY FOR NONPROFIT AND TAX-EXEMPT STATUS

How do you know if your organization is a suitable candidate for nonprofit and tax-exempt status? You may be a suitable candidate if:

· Your organization has proven its worth through specific community accomplishments.

· Your organization, and its leaders in particular, are committed to continuing its activities and staying in existence for the foreseeable future.

· Your organization plans to apply for grants on a regular basis, or sell a significant amount of goods or services.

· No suitable fiscal agent or umbrella agency is locally available, that could obtain or administer money on behalf of your organization. 

On the other hand, you might decide that the time is not right to apply for nonprofit and tax-exempt status if: 

· You are not sure if the organization will continue.

· The organization does not need outside grants or money for successful operation.

· A fiscal agent or umbrella agency, whose views are similar to those of your organization, is willing to handle any grant applications or other fiscal affairs on your behalf. 
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APPLYING FOR NONPROFIT AND TAX-EXEMPT STATUSES

The general process to apply for nonprofit status and federal tax-exempt status is as follows: 

1.
Hire legal counsel to help make the decisions and guide you through the process. 

2. 
Determine if your organization is eligible for nonprofit and/or tax-exempt status. Decide if it makes sense for your organization to apply for such status. 

3. 
Decide what type of nonprofit organization is most suitable for your organization (a corporation, an unincorporated organization, or a trust). 

4. 
Apply for nonprofit status in accordance with the State’s regulations for your type of organization. If you plan to apply for federal tax-exempt status as well, it is important to pay particular importance to the wording and content of items such as your Articles of Incorporation, as some of the federal government's regulations are very specific. The Pennsylvania Association of Nonprofit Organizations can provide more detailed information and assistance in becoming a nonprofit organization. They can be reached at 717-236-8584 or through their website at http://www.pano.org.

5. 
Decide the tax-exemption (e.g., 501(c)(3), 501(c)(4)) that is most suitable for your organization. Apply for the appropriate exemption in accordance with the IRS regulations. Application forms (Form 1023 for 501(c)(3) or Form 1024 for other 501(c) categories) and detailed instructions (Publication 557) can be obtained on the web at http://www.irs.gov or by faxing the IRS at 703-368-9694. The application process for tax-exemption is fairly long. The application form is approximately 30 pages long, and the IRS suggests that it will take about eight hours to complete, and that is after you have done record keeping, on expenses, revenue, and the like, and learned the law. It usually takes several months to be granted status.

6.
If you qualify, apply for state tax-exempt status. The application form, REV-72, can be obtained on the web at http://www.revenue.state.pa.us or by calling the PA Department of Revenue’s Sales Tax Exemption Unit at 717-783-5473 or 717-772-6922.

INTERNET RESOURCES

Pennsylvania Association of Nonprofit Organizations: http://www.pano.org
Pennsylvania Department of State: http://www.dos.state.pa.us
Pennsylvania Department of Revenue: http://www.revenue.state.pa.us
Internal Revenue Service: http://www.irs.gov
North Penn Legal Services: http://www.lehighlegal.org
7. 
Be sure you understand the ongoing requirements for reporting and renewal to both the state and the IRS.

SUMMARY
By actively raising funds for your organization, you can greatly increase the ability of your organization to carry out its intended goals and objectives. Fund-raising activities are also a great way to involve more of your neighborhood’s residents in the operation of your organization and get to know each other at the same time. This guide provides a glimpse of the variety of fund-raising activities that can be undertaken, but certainly with the creativity and imagination of your group members, you could come up with many more. We encourage you to adapt these ideas to suit the needs of your organization. We would also encourage you to talk to other neighborhood organizations and see what works for them. We wish you continued success in building Allentown’s neighborhoods.
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INTERNET RESOURCES





Community Foundations for Pennsylvania: http://www.communityfoundations.org


Pennsylvania Community Resource Programs: http://www.inventpa.com/default.aspx?id=192


Catalog of Federal Domestic Assistance: http://www.cfda.gov


The Association for Fundraising Professionals: http://www.afpnet.org


The Chronicle of Philanthropy: http://www.philanthropy.com


The Foundation Center: http://www.fdncenter.org


Philanthropy News Network Online: � HYPERLINK "http://www.pnnonline.org" ��http://www.pnnonline.org�
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