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Notice on LLC Qualifications as IRC 
Section 501(c)(3) organizations
The Internal Revenue Service released 
Notice 2021-56 that provides standards 
for a limited liability company to receive 
a determination letter as an IRC section 
501(c)(3) organization. The Notice also 
requests comments from the public 
on specific issues of limited liability 
companies that apply for tax-exempt 
status under IRC section 501(c)(3). 

The IRS provides within the Notice 
several required provisions for a 
limited liability company to receive 
a favorable determination when the 
organization submits a Form 1023, 
Application for Recognition of Exemption 
under Section 501(c)(3) of the Internal 
Revenue Code. The Notice states that 
the following provisions are required 
within the limited liability company’s 
articles of organization and its 
operating agreements:
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1. Provisions that require that each 
member of the limited liability 
company is either IRC section 501(c)(3) 
organization exempt under IRC section 
501(a) or a governmental unit described 
in IRC section 170(c)(1) 

2. Provides charitable purpose and 
charitable dissolution provisions under 
Treasury Regulation section 1.501(c)(3)-
1(b)(1) and (4)

3. If the limited liability company is treated 
as private foundation, provides chapter 
42 compliance provisions under IRC 
section 508(e)(1)

4. Provides an acceptable contingency plan 
if one or more of the members of the 
limited liability company ceases to be an 
IRC section 501(c)(3) organization. 

In addition, the limited liability company 
must represent that all provisions of its 
articles of organization and operating 
agreement are consistent with state law. If 
state law does prohibit addition of certain 
provisions, the limited liability company 
may meet the requirements included above 
within its operating agreement as long as 
the articles of organization and operating 
agreement do not contain inconsistent 
provisions. The notice does not impact any 
current limited liability company that already 
has received tax-exempt status under IRC 
section 501(c)(3). 

Dental Therapist Organization Denied 
Exempt Status
The Internal Revenue Service released 
Private Letter Ruling 202145028 where the 
IRS determined that an organization did 
not qualify for exemption under IRC section 
501(c)(3). The organization was originally 
exempt under IRC section 501(c)(6), but the 
organization was automatically revoked on 
May 15, 2016 for failure to file the returns 
required for three consecutive years. The 
organization formed a new entity and filed 
Form 1023 requesting tax-exempt status 
under IRC section 501(c)(3) as a successor 
organization to the IRC section 501(c)(6) 
organization. This filing request was based 
on the belief that the organization’s activities 
focused on critical issues of oral health care 
and the advocacy of excellent oral health in 
the United States. The organization used the 
same EIN as the predecessor and elected a 
new board of directors after realization of 
the revocation of tax-exempt status.  
The dissolution clause within the articles  
of organization also provides that  
upon dissolution all assets would be 
distributed to IRC section 501(c)(3) or  
501(c)(6) organizations. 

The goals over the next five years for the 
organization were to advocate for people, 
underserved populations, and issues that  
 
 

are relevant to the organization; promote of 
relationship among dental therapists and 
other allies; and inform dental therapists, 
allies and policy makers. The activities 
were aimed to advance and protect the 
dental therapist profession and provide 
services that the organization’s members 
would value. The organization also planned 
to support certain legislation in various 
states. The organization believed that if 
it applied for IRC section 501(c)(3) status, 
the organization would be able to apply 
for grants and then later convert to an IRC 
section 501(c)(6) organization in the future. 

The IRS ruled that the organization was 
not operating exclusively for a tax-exempt 
purpose under IRC section 501(c)(3). The 
operation of the organization was for 
the benefit of the private interest of its 
members and the dentist therapist industry 
as a whole. In addition, the IRS stated that 
the dissolution documents did not limit the 
disbursement of funds upon dissolution to 
only IRC section 501(c)(3) organizations. In 
addition, the articles of incorporation did 
not expressly limit the activities to exempt 
activities. Therefore, the IRS determined 
that the organization was not exempt 
under IRC section 501(c)(3). The IRS did not 
provide any determination on the ability of 
the organization to qualify as an IRC section 
501(c)(6) organization. 

Did you know?

Inflationary Adjustments to Pension Plan
The Internal Revenue Service released Notice 2021-61 that 
provides cost of living adjustments to dollar limitations on 
benefits and contributions under qualified retirement plans. 
This includes an increase in the deferrals under IRC section 
457(e)(15) for deferred compensation plans for tax-exempt 
organizations from $19,500 to $20,500. These adjustments are 
effective starting January 1, 2022. 

Latest on Tax law changes
The Tax News & Views: Capitol Hills briefings provides articles 
and podcasts on the latest developments with tax legislation 
on capitol hill. 

2021 Essential tax and wealth planning guide
The 2021 Essential tax and wealth planning guide has been 
released. The guide provides updates to tax policy, family 
enterprises, philanthropy and passthrough entity taxes. 

TE/GE Policy Statement

The Internal Revenue Service released Policy Statement 4-119, 
on the selection and examination of tax returns. The 
statement described the process for selection of audit is to 
ensure the continued qualification of exempt organizations 
and employee benefit plans. The purpose of selection of 
returns is to promote compliance of these organizations and to 
determine any noncompliance. The statement describes a 
comprehensive set of checks and balances to identify 
organizations with the highest potential noncompliance based 
on data driven approaches, third-party information, 
whistleblowers and information provided by taxpayers.

https://www.irs.gov/pub/irs-wd/202145028.pdf
https://www.irs.gov/pub/irs-drop/n-21-61.pdf
https://www.irs.gov/retirement-plans/cola-increases-for-dollar-limitations-on-benefits-and-contributions
https://www2.deloitte.com/us/en/pages/tax/articles/tax-news-and-views-newsletter.html
https://www2.deloitte.com/us/en/pages/tax/topics/tax-news-and-views-podcast.html
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-2021-edition-essential-tax-and-wealth-planning-guide.pdf
https://www.irs.gov/pub/foia/ig/spder/ps-4-119-signed.pdf


Tax News & Views Health Care Edition

3

Deloitte Dbriefs
Deloitte Dbriefs are live webcasts that give you valuable insights on important developments affecting your business. Register for the 
following webcasts or view archived recordings by clicking on the respective hyperlinked button below.

2021 Investment management year-end tax update

Legislative update and tax accounting considerations for year-end 2021

How HR, mobility, and environmental sustainability drive purpose

Multistate tax considerations to enhance cash-flow post pandemic

Dec 1 | 1 p.m. ET | 17 GMT

Dec 3 | 2 p.m. ET | 18 GMT

Dec 7 | 2 p.m. ET | 18 GMT

Dec 8 | 2 p.m. ET | 18 GMT

Participants will review some of the most critical tax areas requiring their attention for both finalizing tax year 2021 and 
beginning tax year 2022 planning.

As 2021 comes to a close, calendar-year companies are preparing for year-end, working through traditional ASC 740 
challenges. Additionally, many are analyzing potential impacts of the various tax proposals in advance of anticipated new US 
tax legislation. Participants will gain valuable insights on important year-end tax accounting issues, disclosures about the 
potential impact of any new legislation, and other practical considerations around financial statement reporting requirements.

Environmental sustainability has become a critical area of focus for organizations. The link between mobility and 
environmental impact became more apparent during the pandemic. It’s not yet clear how best to elicit meaningful 
sustainable change and where global mobility fits in to the return to work. Participants will assess where opportunities 
exist in their own organizations to support and align with their company’s broader sustainability goals and identify the 
critical first steps to take. 

The post-pandemic environment has companies reevaluating operating expenses and looking for ways to increase cash 
flow. Proactive multistate tax planning may present opportunities for organizations to identify potential cash tax savings and 
effectively manage their tax position. Participants will identity potential areas for opportunities to recover overpaid taxes via 
refund claims and prospective filing positions that may have an immediate impact to cash flows.

Investment Management

Tax Accounting & Provisions

Global Mobility, Talent & Rewards

Multistate Tax

Register

Register

Register

Register

https://my.deloitte.com/?site=us-en&pl=en-US&pc=US&pi=dbs&eventid=3502175
https://my.deloitte.com/?site=us-en&pl=en-US&pc=US&pi=dbs&eventid=3487505
https://my.deloitte.com/?site=us-en&pl=en-US&pc=US&pi=dbs&eventid=3513001
https://my.deloitte.com/?site=us-en&pl=en-US&pc=US&pi=dbs&eventid=3493235
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