Steps in Setting up a Nonprofit Corporation
STEP 1:  Recruit individuals (directors/incorporators) to help start-up the organization 

The board of directors is made up of volunteers who have fiduciary and oversight responsibilities for the organization.  In short, legal authority rests with the board of directors or their designate. In order to incorporate, some states require three incorporators (directors) while others require only one.  It is recommended to (and most nonprofits do) start with three initial directors.  Their names and addresses must be included in your articles of incorporation (step 4).  

The initial board members will need to meet to kick off your new nonprofit organization, elect organization officers (typically president, vice president, secretary and treasurer), pass a resolution authorizing the board to open the necessary bank accounts, and determine your annual accounting period (fiscal year).  You will also use this time to develop a game plan for completing steps 2-5.  The minutes of this meeting, as well as those to follow, should be prepared and kept with your articles of incorporation and bylaws.  

STEP 2:  Conduct a needs assessment  

Although this step is not required, it is a very good idea to somehow evaluate potential market for your nonprofit’s services, including the services and programs that are already available in your area. Draw information from telephone or written surveys sent to random sample of residents in community, interviews with local foundation and civic officials and/or focus groups with people who are likely to benefit from the organization.  Link #9.2 – sample questionnaire 
STEP 3:  Craft a mission statement  

A mission states the nonprofit organization’s purpose (which is tied to the public interest or common good), the means by which the purpose will be achieved, and who will benefit from the organization’s activities.  Organizational values and vision may also be included. 

STEP 4:  Incorporate and apply for tax exempt status 
Research specifics about incorporating in your particular state Link #9.3 – state contact information.  Regardless of where your nonprofit resides, you will need to create and file articles of incorporation, which essentially creates the organization (name and reason for existence) and bylaws, which specifies the rules by which your organization will operate and the procedures of your board of directors (and standing committees, voting and/or non voting members if applicable).  In general an organization’s bylaws are much easier to amend in the future (usually by a two-thirds majority of directors) than the articles of incorporation.  

Next, you will need to apply for an employee identification number (which you will need for your application for tax exemption, all federal and state reports, and when managing employees).  You will need to complete and submit IRS Form SS-4 Link #9.4  Finally, you must request a letter of determination from the IRS stating that the nonprofit qualifies as a tax-exempt organization.   You will need to complete and submit IRS Form 1023 for 501(c)3 Link #9.5 status and pay a fee using IRS Form 8718 Link #9.6 

If your organization is planning to sell products or provide services subject to state sales tax, you will also need to apply for a tax identification number
STEP 5:  Meet annual reporting requirements 

Organizations that have revenues exceeding $25,000 per year, are required to complete IRS Form 990 Link #9.7. The annual 990 report is due five and a half months after the close of your chosen fiscal year.  
