
June 2015 – Tax Exemptions & Signing Contracts 

Greetings Brothers,  

 

I can’t believe it has been two years already! In my final legislative tips post of the term, I 

wanted to talk about some concepts as we go into next term including tax exemptions and signing 

contracts at the Chapter or Province level. I have received many questions regarding what our tax 

exemption means and seen many issues with contracts that probably should not have been signed 

without further review. Therefore I wanted to leave you all with some things to think about as you go 

into the next academic year. Many of you have probably seen my Spring/Fall Packet letters with details 

on filing your taxes, so this post is more about what our status means in practice.  

As some of you know, Kappa Psi is a non-profit organization, specifically falling under 501c7 

status or “social clubs.” According to the IRS there are several different types of non-profit organizations 

as defined by the 501c(x) number (http://www.irs.gov/publications/p557/ch04.html). When reviewing 

the various 501c classifications, it would appear that we could also fall under 501c10, domestic Fraternal 

societies. However, as is proven in case law by the case Zeta Beta Tau Fraternity vs Commissioner 

(http://www.leagle.com/decision/198650887wtc421_1486), national college fraternities (which we are) 

are explicitly excluded from 501c10 due to treasury regulations. Therefore, we stand as a 501c7 

organization, but what does that mean? Unfortunately, 501c7 exemption really doesn’t get us much as 

an organization, it only exempts us from paying income tax on regular income (such as dues, fees, etc), 

but not much else. Strictly as a 501c7, we are not exempt from state sales tax, nor are donations to 

Chapters tax deductible (note: this is different from the Foundation, which is a separate 501c3 entity 

and donations ARE tax deductible). Chapters are welcome to investigate how they may apply their 

501c7 status within their own states by contacting the state comptroller’s office, but this is up to the 

individual chapters. Most states make no concessions for sales tax for 501c7, but if your Chapter has 

been successful in your state, please share with the Central Office so we can assist other Chapters.   

  The reason I wanted to talk about contracts and tax status together is because one impacts the 

other. Many Chapters have entered into various contracts with regards to booking rooms or catering for 

social events, hotels for province, etc. In some cases, contracts provide concessions to non-profit 

organizations, so always be sure to ask about these and discuss this with your school’s business office as 

you may be able to get benefits through your association with your School/College of Pharmacy. In 

addition to tax issues related to contracts, understanding the implications of a contract is also 

important. Per By-Law VII, Section 9, the Grand Counselor should “be consulted by Chapters and 

Provinces in all legal matters including…contracts and legal documents.” Although this doesn’t happen 

as often as it should, it is important that a Chapter never sign any legal document without review of, at 

least, their GCD and one other person (i.e. faculty advisor if your GCD is not on faculty) with experience 

dealing with contracts.  

There are many things you want to pay particular attention to when you sign a contract. Some 

things to watch out for are hidden fees and whether taxes or service charges are included in the original 
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estimate (to avoid additional costs later). The other things that may come up for site venues or hotel 

contracts include having to pay extra for insurance or being required to provide your own, minimum 

food and beverage purchases that may incur a surcharge if you do not meet them and whether the 

hosting party will be responsible for paying unbooked rooms.  I have seen some disastrous outcomes in 

Chapters signing contracts without consulting first. These actions led to huge financial burdens that the 

Chapters cannot handle. Be cautious, always get these triple checked!  

The purpose of this post was to help our members understand where we stand in terms of the 

IRS and taxes as well as help Chapters better understand the implications of signing contracts. If you 

have any questions about tax issues or contracts, or have suggestions on future topics feel free to email 

me at grandcounselor@kappapsi.org.  

 

Fraternally, 

Robert Mancini, PharmD, BCOP 

Grand Counselor 2013-2015 
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