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San Francisco Sea Lions 

Incorporation as a Non-Profit, Tax Exempt Organization 

The current legal framework of the San Francisco Sea Lions Underwater Hockey club is an 

“unincorporated association.” While this structure is simple and easy to maintain, it can sometimes lead 

to problems which can be avoided with a corporate structure. Therefore, the steering committee 

decided to investigate our options for incorporating as a non-profit, tax exempt organization. 

Some advantages of incorporating the club: 

 Eliminates the risk of personal liability. In the event of a legal action under our current 

status, the members of the steering committee are 100% personally liable for debts, 

injuries, lawsuits, etc incurred by the club. In certain instances, individual members of 

the club could be held personally liable as well. Incorporating the club absolves 

individuals from liability. 

 To make it easier to write contracts and solicit prizes, grants, donations, and other 

contributions to the club  

 Incorporation imparts a degree of legitimacy and prestige to the organization 

The incorporation process. Incorporating a non-profit is very similar to incorporating a business. We 

already have a charter, a steering committee, meetings, and minutes, so filing the articles of 

incorporation was simply a matter of gathering these documents together. These documents have been 

filed (at a cost of $35) and we are waiting for a reply from the Secretary of State. Once we have our non-

profit incorporation documents, we will file for a separate application for tax-exempt status. All non-

profits are subject to a minimum $800 business tax without this exemption, so it is crucial that we apply 

for tax-exempt status.  Then it’s simply a matter of filing annual paperwork with state agencies and the 

IRS to maintain this status. These responsibilities will fall to the Secretary of the club’s steering 

committee and I propose that we amend our club charter to reflect these responsibilities.  

Choosing our nonprofit category. One of the major decision we had to make was whether to 

incorporate as a 501(c)3 or 501(c)7. One advantage of C3 organizations is that they can solicit tax-

deductible contributions, but the burden is on the organization to prove that it serves a greater 

community good. We could have argued that our children’s program met the C3 criteria, but it would 

have been a stretch as it makes up a small part of our operating budget. The C7 is specifically designed 

for social and recreation clubs (including sports teams) and seemed to us to be the wiser choice. We can 

always change our status at a later time if we deem it to be advantageous, or if we have people lining up 

to donate money.      

Cost: There will be a one-time filing fee of approximately $250 that will pay for all filing fees with the CA 

Secretary of State, CA Dept of the Treasury, and the IRS.   
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References: 

Application: https://docs.google.com/file/d/0B-Rv3HHgJlW8RmJ0eXpEZ3JHMzQ/edit 

Guidelines: https://docs.google.com/file/d/0B-Rv3HHgJlW8TG9lOUVTY0liaHc/edit 

Reference Letter: https://docs.google.com/file/d/0B-Rv3HHgJlW8OEdsRThoU0dHdUU/edit 

Articles of Incorporation: https://docs.google.com/file/d/0B-Rv3HHgJlW8M3JwUDVESDRDQW8/edit 

Legal advice from USOA: https://docs.google.com/file/d/0B-Rv3HHgJlW8aXNKNVI3b1Nob0k/edit 
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