PROCESS FOR AN AA GROUP TO OBTAIN A BANK ACCOUNT AND NONPROFIT/TAX
EXEMPT STATUS

INTRODUCTION

AA groups provide a valuable service for which there is no charge. Even though an AA group is
not a business, it must act like a business in some respects. Contributions are accepted, rent and other
bills get paid, literature and supplies are purchased. Despite lack of a financial profit motive, an AA
group has financial affairs. A small AA group may conduct all its financial affairs in cash and money
orders. As a group grows in both size and maturity, however, financial affairs may need to be more
formal. A group may choose to obtain a bank account and possibly even apply for tax exempt status.
This document provides generalized guidance on how an AA group could obtain a bank account and
nonprofit/tax exempt status.

CAVEATS, DISCLAIMERS AND SUCH

This document is not intended to convey financial or tax advice. The author of this document has
never been a business owner and is neither an attorney, an accountant, nor a financial advisor. For
questions or details regarding the content of this document, please consult such an attorney or financial
professional. Any external professionals consulted may need familiarization with Alcoholics Anonymous
Twelve Traditions and Twelve Concepts for World Service to offer tailored advice, suggestions and
recommendations on how a group may want to practice self-support and other sound principles in its
affairs.

To support the suggested instructions below, a group should consider having financial guidelines,
a collection of decisions of the group conscience related to financial affairs. The AA Self-Support
pamphlet, the Twelve Traditions, other financial-related AA literature, and financial guidelines of adjacent
parts of AA structure are recommended resources for constructing a group’s financial guidelines. A
generalized budget planning and execution process for the group may also be helpful. The group’s
ultimate authority remains an informed group conscience.

The processes contained herein are based on the experience of a few AA groups which have gone
through similar processes. These processes are based on business requirements in the United States,
specifically, the state of Kentucky (KY). Similar processes seem to be observed by other US states.
Canada may have similar federal and provincial requirements.

These are steps whereby an AA Group can obtain nonprofit/tax exempt (NP/TE) status.
Experience does not indicate having NP/TE status provides a group any huge day-to-day benefits. But, if
the group chooses to obtain a bank account in the post-Patriot Act world, then going a few steps further to
obtain NP/TE status makes the required annual filings much easier. NP/TE may also allow a group to
purchase supplies tax-free. But that process has not yet been explored nor is that covered in this
document. Accomplishing the steps below are also precursors to a group choosing to accept virtual or
online contributions. However, the specific processes to set that up with the many online vendors are too
varied to describe in a general way in this document.

PREPARATION
Unless the group has over $50K of contributions per year, these steps do not need to be

performed by an accountant or other tax professional. Paying someone else to perform these steps may be
too costly. Anyone who has good organizational skills, is comfortable using a computer to navigate
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through webpages and can manage an email account should be able to follow these instructions. Please
gain a good understanding with all these instructions before taking any action.

The road to NP/TE involves some upfront money, about $300 in 2023, on an individual's
credit/debit card, to cover the initial online registration with KY Secretary of State. Reimbursing that
individual for upfront money should be a priority for the group.

If the group does not already have one, consider obtaining an email address for the group. Due to
the Principle of Rotation, a group should not use an individual’s personal email address. A group email
address could centralize the group's additional and necessary email communication needs to carry the
message by the group secretary, treasurer, PI chair, etc. The password for this email account should be
secured and passed on to each subsequent elected trusted servant who needs access to that email account.
The person performing the steps below, usually the group treasurer, should have ready access to this
group email account to receive authentication codes and to verify receipt of confirmation emails. The
email provider may also offer a ‘voice’ option whereby the group has a persistent telephone number
which can come in handy for necessary telephonic communication needs.

The group may also want to consider getting a PO Box to be a single location to which postal
mail can be delivered and to which non-deliverable mail sent by the group can be returned.

Consider setting up a persistent user account on irs.gov linked to the group's email address. This
will help the initial NP/TE application process and each subsequent year when the treasurer, or other
authorized trusted servant, files the nonprofit 'tax return' 990-N postcard.

Gather personal info for at least 3 group 'officers': full names, addresses, phone numbers and
SSN's. This is needed for registration with KY Secretary of State (SoS). Keep this information guarded
and secure. This information does not have to come from group members specifically elected to formal
general service positions. The individuals should be consistent, dedicated, dependable group members
who have the best interests of the group at heart. Preferably these officers are going to be around a while
because there's a charge every time officers are added or removed. The SoS registration is outside of AA
so should not need to be subject to the Principle of Rotation. Identifying as an officer for SoS registration
should not incur individual personal liability or financial responsibility for anything a Traditions-oriented
group does or fails to do.

STEPS

A. Obtain Employer Identification Number (EIN):

Browse to irs.gov to obtain an EIN for the group. Consider making an account on irs.gov using a
group email address and PO Box mailing address. Be wise in selecting and typing in the group name
when applying for the EIN. The name of the organization should be unique but brief, a name the group is
OK with (group conscience). Save and print a copy of the notice assigning an Employer Identification
Number (Form SS-4). Make note of EIN and group name as input for IRS.

B. Register with Secretary of State:

Register the group with KY Secretary of State. There is a 'Start your Business' series of web
forms to fill out. On one of the web forms, click the check box for NP/TE. Checking this box does not
by itself grant the group NP/TE status. Use the exact same name that was provided to the IRS when
applying for an EIN. The SoS registration process may end up tacking something like 'Corporation' on to
the end of the group name. But that name is very rarely seen by anyone. The web forms may ask for the
fiscal year the organization will observe. Suggest using the calendar year, JAN-DEC, as the fiscal year.
Another part of the web form asks for a copy of the organization's bylaws. It is recommended to use the
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Twelve Traditions of Alcoholics Anonymous as the bylaws. Input the information to specify the officers.
Input credit/debit card info to pay the initial registration fee, approximately $300 (2023). When
registration is completed, print the webpage that shows successful registration. There will also be an
email confirmation that registration was successful. Save that email, too. But the printed webpage carries
more weight than the email by most financial institutions.

C. Establish bank account:

Once SoS registration is complete, the treasurer can go to the bank and apply for a bank account
for the group. The Treasurer will need a photo ID, the registration completion from KY SoS (printed
webpage + confirmation email), the official minutes from a group conscience proving election of a
treasurer (full name of the elected treasurer appears in the minutes same as on photo ID), some money to
make initial deposit into bank account(s) (checking = operating account, savings = prudent reserve,
maybe?). If an alternate treasurer is elected, their full name should also be listed on minutes from a group
conscience meeting and they should be go to the bank to be added on to the account. Consider getting a
debit card attached to the new bank account to make it easy for online payments that may be part of the
group's financial operations.

D. Set up virtual contributions:

Once the bank account is established, a group may consider accepting virtual or online
contributions for 7" Tradition contributions, literature purchases, pink can contributions, soda purchases,
etc. There are several vendors who provide this service. The vendor would be able to deposit funds
directly into the bank account, and, if so desired, withdraw funds from the bank account to settle
payments to entities which accept online payment methods. Any generalized process to set up virtual
contributions with any of the various vendors is beyond the scope of this document.

E. Apply for Non-Profit/Tax-Exempt Status:

Go back to irs.gov to apply for formal NP/TE status: https://www.irs.gov/charities-non-
profits/frequently-asked-questions-about-applying-for-tax-exemption. Navigate through the online forms
to apply for NP/TE as a 501c3 charitable organization whose activities focus on education. Completing
the application should result in a 'Success' webpage. Print that webpage and save it. Also, save the email
confirmation. Completing the application does not automatically confer NP/TE status. The application
must first be reviewed by the IRS. After review, the IRS mails out an approval letter that officially
confers nonprofit/tax exempt status. Receiving the letter through the mail may take up to a month. If an
account on irs.gov was configured, the status of the application can be tracked, and an electronic copy of
the approval letter may be downloaded as soon as that letter is generated instead of waiting for the
physical letter to come in the mail. Save the approval letter with other important financial
records. Consider saving multiple copies of the approval letter in hardcopy and electronic formats.

FOLLOW THROUGH

Obtaining NP/TE status is the hardest part. But maintaining that status takes a little bit of work,
too. If a group is not mindful of the responsibilities involved, NP/TE status can easily be lost. The IRS
and SoS will send out email and postal mail reminders for the annual filings well ahead of deadlines.

After NP/TE has been obtained, each calendar year before June, the group should do a filing with
the IRS. This is effectively filing an easy tax return. It is not too complicated a process and could be
done by anyone who has been involved in the above steps and is comfortable working online. It involves
filling out a few details and checking a few boxes on the Form 990-N postcard to show the group did not
have enough income (cap of about $50K) to require a formal tax return. The 990-N is available online.
It's very convenient, especially if an account was set up on irs.gov. If the 990-N is not filed for 3
consecutive years, the group loses NP/TE status. If this happens, the group must file a full business tax
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return until the application process above has been completed again. The annual filing results in a 990-N
postcard form containing the information provided. The 990-N should be saved in hardcopy and
electronic formats along with other important financial documents for multiple years.

The registration with Ky SoS also has to be renewed annually. To streamline and simplify, this
should be addressed about the same time as the annual filing of the 990-N postcard with the IRS. The
renewal process is essentially going through all the same web forms as initial registration to confirm all
the information is still valid or updated where needed. There is a renewal fee, about $15, charged each
year to stay in good standing with K'Y SoS. There is also a fee, again about $15, each time the officers
listed with KY SoS change. On completion of the annual renewal, an Annual Report Online Filing
certificate is generated. Like other important financial documents, this certificate should be retained in
both hard copy and electronic formats.
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