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Dear Board,

Overview

As many of you are well aware, the federal tax exemption of our organization was automatically revoked on 
15-May-2011 for our failure to file a Form 990-series return or notice for three consecutive years. The last 
filed return to the IRS was for the 2007 tax year. Therefore, the organization is currently 5 years 
delinquent. To remedy this issue, I will prepare a dual-part reinstatement application package and file the 
taxes for the last 5 years. Part one of the reinstatement package will request retroactive reinstatement. If 
retroactive reinstatement is approved, the effective date of reinstatement will be the same date of which it 
was revoked, as if it was never revoked in the first place. If denied for retroactive reinstatement, part two of 
the reinstatement package will request immediate reinstatement. Once approved, the effective date of 
reinstatement will be the date of which it was filed with the IRS. 

*NOTE: It is my personal opinion that retroactive reinstatement will be immediately denied upon first 
review of the application package. This is my opinion for several reasons. 

1. In accordance with IRS Notice 2011-44, the IRS will, in exercising the discretion granted under section 
6033(j)(3), consider an organization’s request for retroactive reinstatement only if it submits such a 
request, together with a properly completed and executed application for reinstatement of its tax-exempt 
status, within 15 months of the later of the date of the IRS revocation letter (15-May-2011) the date on 
which the IRS posts the name of the organization on the revocation list (22-Feb-2012). In our case this 
would be 22-Feb-2012, which means we have currently passed the 15 month deadline already, in 
excess of 4 months.

2. In accordance with IRS Notice 2011-43, a small organization, that is, one that normally has annual gross 
receipts of not more than $50,000 in its most recently completed taxable year, that qualifies for the 
transitional relief under this notice and applies for reinstatement of tax-exempt status by December 31, 
2012, will be treated by the Internal Revenue Service (“IRS”) as having established reasonable cause for 
its filing failures and its tax-exempt status will be reinstated retroactive to the date it was automatically 
revoked. Obviously, we are currently passed this deadline as well. 

3. On 10-Oct-2013 I discussed the current status and the approval probability of retroactive 
reinstatement of our organization with an IRS agent. He informed me that its approval is highly 
unlikely unless we can show that our failure to file taxes was due to the fault of the IRS. In 
addition, he informed me of the deadlines which we have passed. 

Background

In the summer of 2011, the IRS announced that 275,000 nonprofit groups, about 18% of the nation’s tax-
exempt organizations, lost their tax-exempt status because they failed to file IRS Form 990s for three 



consecutive years. Since that time, thousands more have automatically lost their tax-exempt status. 
Unfortunately, we were one of the groups who automatically lost our tax-exempt status.

Until several years ago, charities with revenues of less than $25,000 were not required to file federal tax 
returns. Then in 2006, Congress passed a law ordering all nonprofits with federal tax-exempt status to 
submit returns for 2007, 2008 and 2009. The required forms consisted of eight questions requesting basic 
information such as the group’s name, website and employer identification number.

That law, the Pension Protection Act, required all organizations to file returns, but because it was 
embedded in 393 pages of a law that otherwise dealt with pension issues, many nonprofit groups did not 
know that.

Nonprofits that didn’t comply risked losing their 501(c)(3) status, which allows donors to deduct their 
donations on their income tax returns. The status also plays a role in some grants and state tax breaks.

Effect of losing tax-exempt status

1. It means that we are no longer exempt from federal income tax and will have to pay corporate income 
tax on annual revenue.  We may be required to file Form 1120, U.S. Corporation Income Tax Return, and 
pay any applicable income taxes. Although, based on my review of the account, it appears that we have 
little to no back tax liability. 

2. It does not mean that our state tax exemption will also be revoked. Since the corporation was 
incorporated as a Texas charitable organization and is in compliance with state law, we are not at risk of 
losing this exemption. 

3. It means that we will not be listed in IRS Publication 78, Cumulative List of Organizations described in 
Section 170(c) of the Internal Revenue Code of 1986, which is a list of organizations eligible to receive tax-
deductible charitable contributions.

4. It means that private foundations are unlikely to give us a grant, sponsorship or contribution since we 
have lost our tax-exempt status, because federal tax law imposes an excise tax on grants made to 
organizations that are not tax-exempt.

5. Most importantly,  this revocation means that ALL donations received after our official notification of 
revocation of our tax-exempt status as a 501(c)(3) are no longer tax-deductible for the contributors.

6. Individuals can always donate, but only upon official notification of re-instatement of our 501(c)(3) tax-
exempt status can our donors receive tax-deductibility for their gifts, sponsorships and contributions.

Cost of reinstatement

Since our average annual gross receipts are over $10,000 a year for the previous four-year period we will 
pay $850 to be reinstated. 

Legal status

The Houstonians is organized and operated as both nonprofit corporation and tax-exempt entity. 
However, “nonprofit corporate” status and “tax-exempt” status are two different things.

• Nonprofit status refers to incorporation status under state law.



• Tax-exempt status refers to federal income tax exemption under the Internal Revenue Code.

We have lost tax-exempt status with the IRS, but we still are nonprofit corporation in good standing with 
the state. 

What we need to qualify for reinstatement

1. I will need to have the bylaws amended as follows in order to apply for reinstatement in accordance 
with IRS Notice 2011-44, section 5.01(2). “A written statement describing the safeguards the organization has put 
into place to ensure that the organization will not fail to file returns or notices in the future.” One of these 
safeguards needs to be an amendment to the bylaws to ensure this does not continue to happen in the 
future. I propose following amendments. 

 

 Article and Title: Article IV Board of Directors, Section 4.4 (Duties of the Board of Directors)

 Currently Reads As: N/A

 Proposed Amendment: Add a new section to Article IV,  Section 4.4 (Duties of the Board of 
 Directors) “Hire, appoint or otherwise assign, a competent person, tax professional or tax attorney 
 to ensure compliance with the annual filing of the Form 990-N ePostcard at the end of our 
 Fiscal Year.” 

 Rationale: To ensure the safekeeping of the organizations tax returns and exemption status.

 Article and Title: Article IV Board of Directors, Section 4.5 (Duties of the President)

 Currently Reads As: N/A

 Proposed Amendment: Add a new section to Article IV,  Section 4.5 (Duties of the President) 
 “Direct the Treasurer to file IRS 990-N (ePostcard) within the timeframes of IRS rules and in the 
 absence of the treasurer, ensure timely annual filing of IRS 990-N (ePostcard) within the 
 timeframes of IRS rules.”  

 Rationale: To ensure that a particular person of the organization is responsible for overseeing and 
 if necessary maintaining the organizations tax returns and exemption status.

 Article and Title: Article IV Board of Directors, Section 4.7 (Duties of the Treasurer)

 Currently Reads As: N/A

 Proposed Amendment: Add a new section to Article IV,  Section 4.7 (Duties of the Treasurer) 
 “Ensure timely annual filing of IRS 990-N (ePostcard) within the timeframes of IRS rules.” 
 Rationale: To ensure that a particular person of the organization is responsible for maintaining 
 the organizations tax returns and exemption status. 

2. I will need the amended copy of these bylaws as evidence for our burden of reasonable cause.

3. I need the minutes of the meeting where the bylaws were amended/adopted and the next meetings 
minutes “where we make a point to discuss the new amendments and progress on the reinstatement 
application” as evidence for our burden of reasonable cause. 

4. I need a copy of the 1023 form as it was last submitted to the IRS. 



Timeframe

Currently, the IRS is taking approximately 6-7 months to review these types of application packages. Once 
reviewed, we will receive one of three things: (1) Approval letter; (2) Denial letter: or (3) Request for 
affidavit of additional information. 

In the mean time

I strongly recommend sheltering and regaining exempt status under the umbrella of another 501(C)3 
exempt organization. Once you have provided me with the information that I require to complete this 
application package, I will compile it and file it with the IRS. 

If you have any questions please feel free to contact me at anytime. 

Regards,

Jeff Rodgers


