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As of early March, 2011, the IRS had not yet posted the Nonfiler Revocation List, which is expected to name hundreds of thousands of non-profit organizations that have had their exempt status revoked for failure to file required annual returns.

This unprecedented mass revocation has its roots in two laws enacted by Congress in 2006.  The first, Section 6033(i) of the Internal Revenue Code (see page 36), requires small non-profits previously not required to file to submit an annual return: Form 990-N, also sometimes referred to as the E-Postcard.  The second, Section 6033(j) (page 37), requires the IRS to revoke the tax exempt status of any organization that fails to file an annual return for three consecutive years.  (NOTE: Initially, 990-N was for organizations with gross receipts normally less than $25,000.  For tax years ending on or after December 31, 2010, Form 990-N can be filed by organizations with gross receipts normally less than $50,000.)

Together, these two laws mean that organizations that had never been required to file an annual return in the past suddenly had to file, and could lose their exempt status if they did not.  These automatic revocations will generally take effect as of the due date of the third missed return.  For instance, the effective date of the very first revocations was May 17, 2010, the third annual return due date after the law went into effect.

Although the IRS will formally notify organizations that their exempt status has been revoked, many of these letters will  never be delivered because so many groups have failed to let the IRS know that their contact information has changed.  Instead of learning from an IRS letter, some organizations will learn they have lost their exempt status from donors or prospective members, accountants, attorneys, bankers or similar professionals, or even from IRS agents when they come seeking delinquent corporation tax returns.

However an organization learns that it has lost its exempt status, automatic revocation should be viewed as an opportunity to do some organizational soul-searching.  Have there been positive steps toward the accomplishment of the organization's goals since it was created?  Does the progress that has been made justify the organization's continued existence?  The two chapters in Section I provide advice for organizations that have decided it is worthwhile to re-apply to regain their exempt status after automatic revocation.

Introduction, cont.

In some cases, organizations may have had their exempt status revoked because of IRS error, rather than actual failure to file a required return.  Ways of dealing with these situations are covered in Section II, Chapters 3 and 4.  

Section III gathers together a few nuggets of information about automatic revocation and group exemptions.

In the end, it may turn out that most of the organizations that failed to file returns and have had their exempt status revoked have gone out of business and do not want their status back.  Information on how to formally terminate, preventing future problems with the IRS, appears in Section IV.  

Section V provides a glimpse of what all revoked organizations can expect if they decide to take no action.

Most of the organizations that have had their exempt status automatically revoked owed the IRS a Form 990-N.  Because the 990-N provides only a few items of information, the IRS tends to call it a report or notification, rather than a return.  For simplicity's sake, I have lumped it with the other types of 990s, calling it a return throughout this book.

I invite reader feedback.  Let me know what parts of the book you like or don't like, and what you feel works or doesn't work.  If you encounter a broken link, let me know so I can correct it for future readers.  Reader feedback helps everyone; keep it coming! 
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