Nonprofit Myths and Realities
There are a great many misconceptions about nonprofit organizations that can cloud an EAP entrepreneur’s ability to decide whether non-profit or for-profit is the better course of action. 
1. Nonprofits cannot charge for their services Myth – nonprofits absolutely can charge for their services and many nonprofits exist solely on earned income and do not fundraise or solicit grants. What the IRS expects of a nonprofit is that it makes services available to people who are disadvantaged in fair proportion to its income. 
2. Nonprofits cannot make a profit Myth – The IRS code does not say that nonprofits cannot make a profit (in nonprofit language called a surplus) but rather that the profit cannot be distributed to individuals. All surplus must be reinvested into the program.
3. Nonprofits are exempt from taxes Usually reality – nonprofits are exempt from state sales tax always and income tax in most cases. The IRS dictates that nonprofits must pay limited taxes on a surplus of more than $25,000 per budget year. Nonprofits address this issue by reinvesting any surplus funds into needed capital improvements, repairs, or other purchases at the end of the year. 
4. Nonprofits cannot lobby Myth – 501(c)3 nonprofits can lobby in small amounts in order to educate the public about their issues. What they cannot do is campaign or be involved in electoral or political activities. A tax-exempt organization may not promote or oppose a particular candidate or party for office. They may, however, educate voters about an issue. They may publicly oppose a ballot issue or encourage a piece of legislation that affects their stakeholders. 
5. The board of a nonprofit can fire the founder Reality – The board of directors has the authority and responsibility to hire, evaluate and if necessary fire the executive director who, in many cases, is the founder. However, it is not frequent. It is more likely that the founder and the board will grow toward different visions for the nonprofit and mutually separate. 
6. Nonprofit board members are compensated Myth – Members are not compensated for their service on the board. They may, however, be reimbursed for expenses incurred on behalf of the organization. 
