
 Unraveling 501(c)(7) Social 
 Organizations: A Simple Guide 

 In  the  world  of  tax-exempt  organizations, 
 the  term  "501(c)(7)"  may  not  ring  as  many 
 bells  as  other  nonprofit  categories,  but  it 
 plays  a  crucial  role  in  recognizing  and 
 supporting  specific  clubs  and  groups.  Let's 
 dive  into  the  realm  of  501(c)(7)  social 
 organizations,  understand  what  they're  all 
 about,  how  they  run,  and  what  makes  them 
 different from other nonprofits. 

 What is a 501(c)(7) Social Organization? 

 Simply  put,  it's  a  nonprofit  structured  as  a 
 social  club,  existing  to  provide  fun  and 
 recreational activities for its members. 

 A  501(c)(7)  social  organization  falls  under  a 
 unique  category  within  tax-exempt  entities, 
 as  defined  by  the  United  States  IRS  Code, 
 Section  501(c)(7).  These  organizations, 
 granted  tax-exempt  status  way  back  in  1916, 
 essentially  operate  as  social  or  recreational 
 clubs,  as  long  as  they  meet  specific  IRS 
 criteria. 

 These  clubs  mainly  rely  on  their  members 
 chipping  in  through  dues,  fees,  or  similar 
 payments  to  keep  the  good  times  rolling. 
 While  they  serve  various  purposes,  they  all 
 share  common  traits  that  set  them  apart  from 
 other tax-exempt groups. 

 These  social  clubs  include  college 
 fraternities  and  sororities,  country  clubs, 
 sports  clubs  (think  hunting,  fishing,  tennis), 
 dinner  clubs,  hobby  clubs  (like  book  clubs 
 or gardening clubs), and homeowners or 

 community  associations  focused  on 
 maintaining recreational areas. 

 How Do These Clubs Stay Afloat? 

 What  distinguishes  these  social  clubs  is  their 
 dependence  on  their  members  for  financial 
 support.  They  must  mainly  fund  themselves 
 through  membership-related  income.  While 
 they  can  get  up  to  35%  of  their  total  income 
 from  non-membership  sources,  only  up  to 
 15%  of  that  should  come  from  the  general 
 public using their facilities or services. 

 501(c)(3)  vs.  501(c)(7):  Spotting  the 
 Difference 

 The  primary  difference  between  501(c)(3) 
 and  501(c)(7)  organizations  boils  down  to 
 their  core  missions.  While  501(c)(3)  groups 
 must  channel  their  income  towards 
 charitable  endeavors,  501(c)(7)  social  clubs 
 aren't  required  to  be  charitable.  Instead, 
 they're  all  about  providing  social  or 
 recreational  perks  to  their  members,  like 
 having  a  good  time,  unwinding,  and 
 networking. 

 Remember,  501(c)(7)  organizations  are 
 primarily  there  for  their  members,  not  the 
 general  public.  If  they  do  offer  services  to 
 outsiders,  they  need  to  follow  IRS 
 guidelines. 

 What  Does  It  Take  to  Be  a  501(c)(7) 
 Social Club? 

 To  snag  that  501(c)(7)  status,  social  clubs 
 must meet specific IRS requirements: 

 1.  Main  Mission  :  The  club's  core  activities 
 should  revolve  around  members'  enjoyment 
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 and  recreation,  without  claiming  to  cater  to 
 the general public. 
 2.  Money  Matters  :  Dues,  fees,  and 
 assessments  should  be  the  financial 
 lifeblood,  with  only  a  limited  chunk  of 
 income  coming  from  non-membership 
 sources and investments. 
 3.  Membership  Matters  :  The  club  should 
 have  a  defined,  exclusive  membership  made 
 up of individuals. 
 4.  Companionship  :  The  club  should  foster 
 personal  connections  and  camaraderie 
 among members. 
 5.  Funds  Use  :  Money  should  benefit 
 members  collectively,  not  individuals, 
 except for general recreational perks. 
 6.  No  Discrimination  :  Written  policies 
 shouldn't  discriminate  based  on  race,  color, 
 or  religion.  There  can  be  exceptions  for 
 clubs  linked  to  specific  religions,  as  long  as 
 they don't exclude based on race or color. 

 Perks and Points to Ponder 

 Launching  a  501(c)(7)  social  club  comes 
 with  advantages,  such  as  pooling  funds  for 
 shared  recreational  activities,  boosting 
 credibility,  and  gaining  leadership  and 
 administrative  skills.  However,  keep  in  mind 
 that  donors  might  not  get  tax  deductions  for 
 contributing  to  social  clubs,  and  staying  on 
 top  of  IRS  compliance  and  record-keeping  is 
 a must. 

 How to Get 501(c)(7) Tax-Exempt Status? 

 Getting  that  tax-exempt  badge  involves  a 
 few steps: 

 1.  Check  Eligibility  :  Make  sure  your 
 organization meets 501(c)(7) requirements. 

 2.  Build  Membership  :  Get  a  solid 
 membership base. 

 3. Board Up  : Assemble a board of directors. 

 4.  Set  the  Rules  :  Draft  bylaws  and  articles 
 of incorporation. 
 5.  Get  an  EIN  :  Grab  an  Employer 
 Identification  Number  (EIN)  and  open  a 
 bank account. 

 6.  IRS  Application  :  Apply  for  tax-exempt 
 status  by  filing  IRS  Form  1024.  You  will 
 need  an  account  with  Pay.gov  The  fee  as  of 
 2024 is $600. 

 7.  FTB  Form  3500  or  3500(A)  .  File 
 Franchise  Tax  Board  Form  3500  to  avoid 
 paying  CA  state  taxes.  Until  the  exemption 
 is  granted  by  the  IRS,  the  organization 
 remains  taxable  and  the  requirement  to  file  a 
 state tax return continues. 

 8.  Stay  Compliant  :  After  you  file  taxes 
 every  year  you  will  need  to  fill  out  Form 
 990 to maintain your exempt status. 

 9.  Collect  Dues:  Create  a  system  for 
 collecting membership dues. 

 In  a  nutshell,  501(c)(7)  social  organizations 
 have  a  unique  role  in  the  world  of 
 tax-exempt  groups,  all  about  providing 
 enjoyment  and  recreation  to  their  members 
 while following IRS rules. 
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