 

Greetings:

You contacted us because the IRS has mistakenly classified your new nonprofit as a "private foundation" instead of the desired "public charity".

In completing the on-line IRS Form 1023-EZ you perhaps failed to check one of the boxes under subsection 2 of Part IV "Foundation Classification". .

So that you can better understand the above paragraph, here is a link to a PDF copy of Form 1023-EZ application (the actual application, of course, is to be completed and filed on-line).

https://fiuclinic.org/client_education/501-EZ-form-1023-EZ-sample.pdf

I wish I could tell you there is an easy fix, but there isn’t. Here an article that gives a good overview of the topic and how to make the fix.

https://www.501c3.org/how-to-convert-a-private-foundation-to-a-public-charity/

For a newly incorporated nonprofit the less complicated solution might be to abandon the existing nonprofit (by failing to file the normal annual report with the State) and then incorporating a new nonprofit. Then have that new corporation apply for exempt status (hopefully with the simplified Form 1023-EZ if the new nonprofit is eligible to use that form). This solution would work best if the the existing nonprofit did not own real estate or other significant assets and did not have any ongoing contracts.

The alternate solution might be to submit IRS Form 8940 ("Request for Miscellaneous Determination") then checking the box labeled "Termination of private foundation status under section 507(b)(1)(B) — advance ruling request". Then follow the instructions for this form. Upon your request our FIU Clinic may or may not assist you in preparing this form.

IRS Form 1089 is filed online through the pay.gov website. Here is a link to an IRS information page on how to do it.
https://www.irs.gov/forms-pubs/about-form-8940

Here is a link to the instructions for Form 8940:
https://www.irs.gov/pub//irs-pdf//i8940.pdf

Basically, in making the request using Form 8940 you will have to submit most of the information that would be required for an initial exemption application using IRS Form 1023 (which is a more complicated than the simplified IRS Form 1023-EZ). If granted you would be given an 60 month "advanced ruling" (meaning that the nonprofit would be considered a public charity during those 60 months but would have to submit a form at that end of that period documenting that 1/3 of the organization's support had come from "public sources" (examples include government contracts, small contributions, or grants from public charities).

Contact me if you have questions.
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