
How To Legally Structure Your Nonprofit To
Avoid Trouble Lawsuits Financial

Nonprofit organizations play a crucial role in society by addressing various social
and community needs. However, they often face legal challenges that can drain
their financial resources and hinder their ability to achieve their missions
effectively. Whether your nonprofit is already established or you are thinking of
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starting one, it's essential to understand the legal aspects of structuring your
organization to avoid trouble, lawsuits, and financial liabilities.

The Importance of Legal Structure for Nonprofits

The legal structure of a nonprofit determines its rights, responsibilities, and
financial obligations. A well-structured nonprofit not only protects its assets but
also helps in gaining credibility and trust from the public, foundations, and donors.
By adhering to proper legal guidelines, nonprofits can effectively carry out their
missions while minimizing any legal risks.
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Choosing the Right Legal Entity

When structuring a nonprofit, one of the first decisions you need to make is
selecting the appropriate legal entity. The most common options include
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becoming a 501(c)(3) organization, a nonprofit corporation, or a charitable trust.
Each entity has its own legal requirements and advantages, so it's important to
consult with legal professionals and weigh the pros and cons before making a
decision.

501(c)(3) Status and Its Benefits

Obtaining 501(c)(3) status from the Internal Revenue Service (IRS) provides
several advantages to nonprofits. These benefits include exemption from federal
income taxes, eligibility for grants and funding, as well as the ability for donors to
claim tax deductions for their contributions. However, obtaining and maintaining
501(c)(3) status requires strict compliance with IRS guidelines, documentation,
and reporting.

Creating Bylaws and Operating Agreements

Bylaws and operating agreements are essential legal documents that outline the
internal structure, governance procedures, and decision-making processes of a
nonprofit organization. These documents play a crucial role in defining the rights
and responsibilities of the board members, officers, and other stakeholders. It is
vital to create comprehensive and clear bylaws and operating agreements to
avoid conflicts and potential legal issues.

Effective Board of Directors

The board of directors is responsible for overseeing the nonprofit's activities,
making strategic decisions, and ensuring compliance with legal obligations. An
effective board consists of individuals who possess diverse skills, expertise, and
a genuine commitment to the nonprofit's mission. By following a transparent
nomination and election process, maintaining proper record-keeping, and
providing appropriate training, nonprofits can establish a robust and legally
compliant board of directors.



Proper Financial Management and Reporting

Nonprofits must handle their finances with utmost care to maintain transparency
and accountability. Implementing strong financial management practices includes
creating an annual budget, using proper accounting methods, and conducting
regular internal and external audits. It is crucial to understand and comply with
financial reporting requirements to preserve the nonprofit's legal standing and
credibility.

Employment and Volunteer Compliance

Nonprofits often rely on employees and volunteers to carry out their activities. It is
important to understand and comply with relevant employment laws, including fair
labor standards, non-discrimination policies, and workplace safety regulations.
Implementing proper volunteer policies and agreements can also protect the
nonprofit from potential legal issues and disputes.

Protecting Intellectual Property

Nonprofits may develop valuable intellectual property, such as trademarks,
copyrights, and patents, as part of their programs and services. Protecting these
assets through proper registration and enforcement helps prevent unauthorized
use and maintain the nonprofit's unique identity and reputation.

Regular Review and Compliance

Laws and regulations affecting nonprofits are subject to change. Therefore, it is
essential to regularly review and update your organization's legal structure to
ensure ongoing compliance. Staying informed about new legal requirements and
seeking guidance from legal professionals and industry experts can help
nonprofits avoid unexpected trouble, lawsuits, and financial challenges.



Structuring a nonprofit organization effectively and legally is essential for its long-
term success and impact. By choosing the right legal entity, creating
comprehensive bylaws and operating agreements, establishing an effective
board, implementing proper financial management practices, and complying with
applicable laws, nonprofits can minimize legal risks, avoid trouble, lawsuits, and
protect their financial resources. Regular review, ongoing compliance, and
seeking legal guidance when necessary will ensure that your nonprofit continues
to make a positive difference in the community it serves.
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Can starting a 501c3 nonprofit really ruin your life?

Absolutely - if you don’t know what you’re doing!
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In this easy to read guide, nonprofit Attorney Audrey K. Chisholm shares in plain
English how to legally structure your nonprofit to avoid IRS trouble, lawsuits,
financial scandals & more!"

This book is perfect for anyone that wants to start a nonprofit or that already has
a nonprofit and wants to make sure they're in compliance with the I.R.S. and the
law. Nonprofit founders, board members, officers, employees, volunteers, donors,
and community partners can all benefit from this text.
The book includes 225 pages worth of guidance and is designed to save each
reader THOUSANDS of dollars in legal fees.

This book will share:
How to Avoid I.R.S. Trouble When Paying Yourself

How to Avoid a Lawsuit When Choosing a Name for your Nonprofit

How to Avoid Getting Kicked Off Your Own Board of Directors

11 Things You Need To Do Before Accepting Any Major Donations

How to Avoid Financial Scandals When Handling Money for Your Nonprofit

Top 7 Reasons Nonprofits Get Into Legal Trouble And How to Avoid Them

How to Avoid Liability When Fundraising for Your Nonprofit

How to Legally Structure Your Nonprofit to Avoid IRS Trouble



Most Important Things You Absolutely Must Know to Avoid Liability When
Recruiting Volunteers

How to Protect Your Nonprofit’s Name from Counterfeits and Identity Theft

10 Things You Need to Do to Avoid Being Sued Personally for Your
Nonprofit’s Actions Even If You’ve Incorporated with the State

How to Avoid Losing Your Entire Nonprofit by Keeping up with Annual Filings

And more!

Attorney Audrey K. Chisholm is the founder of Chisholm Law Firm, LLC
(www.Chisholmfirm.com) a law firm focusing on helping established individuals
start and grow nonprofits that impact the world. She has a 100% success rate*
with her nonprofit filings and her clients range from professionals to NFL players
and a Fortune 500 company. (Disclaimer: Past results do not determine future
outcomes). She is also the founder of Revolution Leadership, Inc.
(www.RevolutionLeadership.org), a 501c3 nonprofit that has served over 1,689
students and has awarded 34 college scholarships. She resides in Orlando,
Florida with her husband, Dr. Juan Chisholm, and three daughters. Visit
www.StartYourTaxExemptNonprofit.com for more information.

Join our mailing list and get a FREE chapter of the book:
eepurl.com/bOvTef
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