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Myths About Nonprofits
While nonprofits are all around us, there are common misconceptions about what nonprofits are and what they
do.

Myth: Nonprofits can’t earn a profit
Reality: The term "nonprofit" is a bit of a misnomer. Nonprofits can make a profit (and should try to have some
level of positive revenue to build a reserve fund to ensure sustainability.) The key difference between nonprofits
and for-profits is that a nonprofit organization cannot distribute its profits to any private individual (although
nonprofits may pay reasonable compensation to those providing services). This prohibition against “private
benefit” is because tax-exempt charitable nonprofits are formed to benefit the public, not private interests. For
more information, see this IRS guidance [1]. Learn about what charitable nonprofits need to do to maintain their
tax-exempt status [2].

Myth: A well-run nonprofit should have low "overhead" costs
Reality: Operating costs, such as paying utility bills, rent, salaries, and investing in office equipment are referred
to by a variety of names, including "overhead," "administrative costs," and "indirect costs." While the
terminology varies, one thing does not: these costs are essential to delivering on a nonprofit's mission, and have
no relation to the level of effectiveness or the outcomes a charitable nonprofit may deliver.
Nonprofits are encouraged to join our campaign to "#OwnYourOwnCosts [3]" and help to educate funders and
donors about the true costs of delivering services. If your nonprofit requires higher overhead costs to deliver
services, show your supporters how those core infrastructure costs are essential and advancing your mission.

Myth: Nonprofits don’t have paid staff; they only use volunteers
Reality: According to the Bureau of Labor Statistics, in 2012, nonprofits employed 11.4 million people that's 10.3 percent of private employment in the United States!

Myth: Nonprofits can’t lobby
Reality: Every charitable nonprofit can and should make its voice heard on issues that are important to its
mission and to the people or cause the nonprofit serves. As advocates, nonprofits are sometimes required to
speak up about policies, laws, and regulations; lobbying by nonprofits is permitted by law. However, tax-exempt
charitable nonprofit organizations are NOT permitted to engage in partisan political activity, such as supporting
or opposing any candidate for public office. For more information on lobbying, see our advocacy resources [4].

Myth: Nonprofits get most of their funding from foundations
https://www.councilofnonprofits.org/print/356
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Reality: Foundation grants represent only a small part of the total amount of dollars contributed each year to the
charitable nonprofit community. Private philanthropy, which includes both donations from individuals and grants
from private and corporate foundations, represents only 12.3% of the total annual revenue to the charitable
nonprofit community, and of that, the majority is from contributions from individuals.

Myth: Charitable giving incentives only benefit wealthy individuals
and elite institutions
Reality: All charitable nonprofits benefit from public support and donations, and most depend on private
donations to serve their communities. While an individual taxpayer only receives a partial tax benefit for
charitable donations, the community served by the charitable nonprofit receives the full value of every dollar.
Any cap on giving incentives negatively affect the community. For more information see our resources
on charitable giving incentives [5].

Myth: Most nonprofits are large and have many resources
Reality: In fact, most nonprofits are small in both budget size and numbers of employees. While large, well
known nonprofits, such as the Red Cross, have high visibility, those nonprofits are actually not representative of
the charitable nonprofit community as a whole. 82.5 percent of all reporting public charities had annual revenue
of under one million dollars.
Source URL: https://www.councilofnonprofits.org/myths-about-nonprofits
Links
[1] https://www.irs.gov/Charities-%26-Non-Profits/Charitable-Organizations/Inurement-Private-BenefitCharitable-Organizations
[2] https://www.councilofnonprofits.org/tools-resources/protect-your-nonprofit%E2%80%99s-tax-exempt-status
[3] https://www.councilofnonprofits.org/tools-resources/own-your-own-costs
[4] https://www.councilofnonprofits.org/everyday-advocacy
[5] https://www.councilofnonprofits.org/trends-policy-issues/charitable-giving-incentives
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STARTUP CHECKLIST
 Choose an appropriate legal structure
 Identify the Desired Federal Tax Exemption Level
 Recruit Board of Directors According to State Governance
Requirements (see checklist 2 below)
 Get familiar with Incorporation Requirements for State of
Connecticut
 Prepare and File Articles of Incorporation
 Prepare and Ratify Your Bylaws
 Obtain an EIN
 Obtain a State Tax ID
 Apply for 501 (C) Tax Exemption Status
 Apply for State Tax Exemption Status
 Register for Charitable Solicitation in Connecticut
 Obtain an IRS Determination Letter for Tax Deductible
Donations
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RESOURCES FOR STARTING
A NEW NONPROFIT TAX-EXEMPT ORGANIZATION
February, 2019
Note: The following information does not constitute legal counsel and does not create an
attorney-client relationship between you and Pro Bono Partnership, Inc.
The Pro Bono Partnership (PBP) strongly recommends that individuals who want to start a new nonprofit
organization begin with solid business planning. In fact, before we consider providing legal assistance to
a start-up organization, we always ask the client to provide a business plan and/or budget for the next
three years. This helps us determine the likely viability of the organization. We also strongly recommend
you engage in market research; that is, identifying other organizations in the area which engage in similar
activities or which have a similar mission. If there are any such organizations, you will need to determine
how yours is different or serves a unique need. You should assume that potential funders will ask that
question before they donate to you. In the alternative, if there is a similar organization in your area, you
might want to explore working with them – either as a program, or using them as a fiscal sponsor. PBP
will ask about this market research if you apply for our services. We ask all these questions to assure the
best use of our admittedly limited resources.
Please see the following resources which we believe will be useful to you.
HELP WITH BUSINESS PLANNING
Creating a Business Plan
A business plan is a logical, easy-to-understand blueprint of your organization that explains what you
intend to do, why you feel compelled to do it, and how you will accomplish it. Developing a thorough and
organized business plan will help to anticipate the future and make well informed decisions.
Sound business plans include descriptions of the following:
Program:
What services/goods will you provide?
Who is the target of these services/goods?
What convinced you there is a need?
Why can you do this better than anyone else?
What do you do extremely well?
How can you relate this to a thriving organization?
What changes will occur if you succeed?
What are the short and long term goals and how will they be monitored?
Operations:
Who will govern this organization?
How will you provide your services/goods?
Who will provide the services/goods?

© 2019 Pro bono Partnership, Inc.
This document was developed by the Pro Bono Partnership to provide general guidance to nonprofit organizations
and is not intended to provide legal advice on any specific legal matter.
Distribution of this document by Pro Bono Partnership does not create an attorney/client relationship.
For further information, please contact the Pro Bono Partnership, www.probonopartnership.org.

When will these services/goods be accessible?
Where will these services/goods be produced?
Where will these services/goods be accessible?
Financing:
What will it cost to provide the goods/service?
Will there be a fee for users?
Where will the financial support be found?
How will you meet financial needs in the future?
What are the risks?
The creation of a well-written business plan forces the founders of the organization into a realistic
examination of what they hope to accomplish, fleshes out a strategic vision, and enables them to share
that vision with investors and users in a clear and organized manner.
While preparing this plan, any additional pieces of information (i.e., your organization's mission statement,
the history of this issue as a local problem, any relevant research about current service provision or need,
copies of any financial documents, etc.) could be attached for constructing a more in-depth and
comprehensive business plan.
(The above Business Plan information was reprinted with permission from the Dorothy A. Johnson Center
for Philanthropy and Nonprofit Leadership. www.johnsoncenter.org)

The following entities may be able to help you create your business plan and/or budget:
Connecticut Small Business Development Centers. Provided in cooperation between the US Small
Business Administration and the University of CT, CSBDC provides confidential, one-on-one business
counseling services to small business owners and nonprofits throughout the state. The focus is on
helping those considering starting a small business or nonprofit to develop the skills required to
successfully run a business and thrive. All business services are provided for free. There may be a small
charge for workshops and seminars. http://ctsbdc.com/
National Executive Service Corps of Central CT (NESC). NESC offers business planning, strategic
planning, board development, organizational assessment, fundraising strategies, facilities management
and more by experienced executive consultants. Consultants donate their time and expertise, so modest
fees are based on the client's budget and the scope of the project. http://www.nesc.org.
Service Corps of Retired Executives (SCORE). A volunteer organization of primarily retired business
executives whose mission is to assist small business owners at no charge. SCORE® is sponsored by the
U.S. Small Business Administration. SCORE volunteers provide free, confidential counseling to new and
existing businesses to help them get started or to solve current problems. Volunteers represent a wide
range of business expertise, and can counsel at either the local SCORE offices or at the business's
site. https://www.score.org/
Community Accounting Services, Inc. (CAS). Through professional accountants who donate their
time, CAS provides free professional accounting and financial counseling to economically disadvantaged
businesses, individuals and not for profit organizations in
Connecticut. https://communityaccountingservices.weebly.com/about-us.html
Other Resources for Developing a Business Plan
U.S. Chamber of Commerce Small Business Nation: http://uschambersmallbusinessnation.com/

© 2019 Pro bono Partnership, Inc.
This document was developed by the Pro Bono Partnership to provide general guidance to nonprofit organizations
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U.S. Small Business Administration: http://www.sba.gov/category/navigation-structure/starting-managingbusiness/starting-business

GENERAL INFORMATION REGARDING STARTING A NONPROFIT
The Pro Bono Partnership website has nine free, on-demand webinars for new organizations:


Starting a Nonprofit: Upsides, Downsides and Alternatives. This interactive presentation will help
you determine if becoming a 501(c)(3) tax exempt charity is the best choice for your organization.
https://www.probonopartner.org/publications/starting-a-nonprofit/



Legal Issues for New Nonprofits. This eight-part webinar series summarizes many of the laws
and best practices related to maintenance of tax-exempt status, corporate governance,
fundraising, employment law, intellectual property, and risk management and insurance. Watch
some or all at your convenience. http://www.pbpatl.org/for-nonprofits/legal-issues-for-newnonprofits/

The Pro Bono Partnership also has answers to frequently asked questions about starting a nonprofit at
https://www.probonopartner.org/learning-center/articles-on-demand-webinars/?topic_filter%5B%5D=36
The Pro Bono Partnership website also has articles on fiscal sponsorship, corporate governance, and
other nonprofit topics. http://www.probonopartner.org/pages/publications/all-publicationsfaqs-x
The Foundation Center provides live and on-demand trainings on a wide variety of topics. See
https://grantspace.org/training/search/ Not Connecticut-specific.
The Center for Nonprofit Management publishes a guide called "Get Ready Get Set! What you Need to
Know Before Starting a Nonprofit" which describes why – and why not - to start a nonprofit
organization. https://cnmsocal.org/store/get-ready-get-set/ Not Connecticut-specific. Suggested $10
donation

Hartford Public Library. The library has a very good collection of books on the subject and Daniel
Alexandre, Grants Manager and Special Projects Coordinator, is very familiar with the topic. Contact Mr.
Alexandre at dalexandre@hplct.org.
New Haven Free Public Library also has excellent resources; librarian Seth Godfrey is head of
Business, Job & Nonprofit Services there and is also very familiar with the topic. Contact him at
businessnhfpl@gmail.com.
Public Library of New London has a new Nonprofit Resource Center, and lots of useful
resources. Contact the Head of Circulation, Ellen Paul, at epaul@lioninc.org.

GENERAL INFORMATION REGARDING TAX-EXEMPTION
IRS Publication 4220, Applying for 501(c)(3) Tax-Exempt Status provides an overview of tax-exempt
organizations http://www.irs.gov/pub/irs-pdf/p4220.pdf

© 2019 Pro bono Partnership, Inc.
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IRS Publication 557, Tax-Exempt Status for Your Organization provides detailed information about
various types of 501(c)(3) organizations, the bases for exemption, and how to apply for tax-exempt
recognition. http://www.irs.gov/pub/irs-pdf/p557.pdf
IRS Frequently Asked Questions about the Form 1023 (the application for taxexemption) https://www.irs.gov/charities-non-profits/frequently-asked-questions-about-form-1023
(includes a link to the application itself, and the instructions)
IRS Life Cycle of a Public Charity provides information, explanations, guides, forms and publications
most charities will need as they proceed though the phases of their "life
cycle." https://www.irs.gov/charities-non-profits/charitable-organizations/life-cycle-of-a-public-charity
. Note, the two-page Certificate of Incorporation form from the CT Secretary of State's website is
sufficient to establish a CT entity, but is not sufficient for IRS (tax-exemption) purposes. If you plan to
apply to the IRS for tax-exempt recognition, make sure to see the language required by the IRS at the
above link.
IRS: Stay Exempt: https://www.stayexempt.irs.gov/

NOTE: In 2014, the IRS released a short-form of the application for tax-exempt status called the Form
1023-EZ. Only certain small organizations are eligible to use this short form. To learn more about the
Form 1023-EZ, visit https://www.irs.gov/forms-pubs/about-form-1023-ez

© 2019 Pro bono Partnership, Inc.
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Checklist #1: Compliance
NOTES:

 File an annual IRS Form 990

 Pay quarterly payroll taxes

 Review state and federal checklists to
determine if you are required to make
any other filings
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Annual Electronic Filing Requirement for Small Exempt Organizations
— Form 990-N (e-Postcard) (source: www.irs.gov)
About filing
Form 990-N, Electronic Notice (e-Postcard) for Tax-Exempt Organizations Not Required to File Form 990 or
Form 990EZ, must be submitted electronically.
• The Form 990-N electronic-filing system moved from Urban Institute’s website to IRS.gov in February
2016. All filers must register at IRS.gov prior to filing their next Form 990-N. This is a one-time registration;
you won’t be asked to register again when filing next year.
• Form 990-N must be completed and filed electronically. There is no paper form.
• Form 990-N filers may choose to file a complete Form 990 or Form 990-EZ instead.
• Use the Form 990-N Electronic Filing System (e-Postcard) User Guide while registering and filing.
Most common problems can be avoided by following the User Guide.
• For filing system and website issues, see How to File: Frequently Asked Questions. If site issues are unresolved,
call TE/GE Customer Accounts Services at 877-829-5500. A representative will file your Form 990-N
information.
• Organizations should continue efforts to file, even if late.

Who must file
Most small tax-exempt organizations whose annual gross receipts are normally $50,000 or less can
satisfy their annual reporting requirement by electronically submitting Form 990-N if they choose not to
file Form 990 or Form 990-EZ instead.
Exceptions to this requirement include:
• Organizations that are included in a group return,
• Churches, their integrated auxiliaries, and conventions or associations of churches, and
• Organizations required to file a different return

Form 990-N filing due date
Form 990-N is due every year by the 15th day of the 5th month after the close of your tax year. You
cannot file the e-Postcard until after your tax year ends.
Example: If your tax year ended on December 31, the e-Postcard is due May 15 of the following year. If
the due date falls on a Saturday, Sunday, or legal holiday, the due date is the next business day.
If your 990-N is late, the IRS will send a reminder notice to the last address we received.
While there is no penalty assessment for filing Form 990-N late, organizations that fail to file required
Forms 990, 990-EZ or 990-N for three consecutive years will automatically lose their tax-exempt status.
Revocation of the organization’s tax-exempt status will happen on the filing due date of the third
consecutively-missed year. Watch this IRS YouTube presentation for more information.

Information you will need when filing Form 990-N
Form 990-N is easy to complete. You'll need only eight items of basic information about your
organization.

Ready to file?
After you have read the information above and the User Guide, use the Form 990-N Electronic Filing
System (e-Postcard) page to start the process.

Search for Form 990-N filings
To search for organizations that have filed Form 990-N and to view their filings, see Exempt Organizations
Select Check. You can also download the entire database of Form 990-N filings.

Additional information

•
•
•
•
•
•
•
•

Frequently Asked Questions - Form 990-N
User Guide for Form 990-N Electronic Filing System (e-Postcard)
Form 990 Overview course at StayExempt.IRS.gov
Frequently Asked Questions - Automatic revocation for not filing annual return or notice
Final regulations (August 10, 2009)
Educational tools - Help spread the word – Help small tax-exempt organizations stay exempt!
EO Select Check - Search for organizations that have filed Form 990-N and view their filings
EO Update – subscribe to the IRS Exempt Organizations email newsletter that highlights new information
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Marcia Levy, Esq.*
Executive Director

*

Admitted in NY and NJ
OR (Inactive)

[DATE]
[Recipient’s Name]
[Organization]
[Address]
[Address]
Dear [Recipient]:
Congratulations! [Name of Organization] (the “Organization”) has received a determination of
tax-exempt public charity status from the Internal Revenue Service (“IRS”).
This letter sets forth some important information regarding the Organization’s responsibilities.
This is a brief summary only. For more information, please see the IRS Compliance Guide for
501(c)(3) Public Charities, available at http://www.irs.gov/pub/irs-pdf/p4221pc.pdf, and the list
of resources attached to this letter.
We also recommend that you watch some or all of Legal Issues for New Nonprofits, a free eightpart webinar series on the Partnership’s website. Created for nonprofits that have recently
received 501(c)(3) status, these webinars summarize many of the laws and best practices related
to maintenance of tax-exempt status, corporate governance, fundraising, employment law,
intellectual property, and risk management and insurance. They are available at
https://www.probonopartner.org/publications/legal-issues-new-nonprofits/ .

FEDERAL REQUIREMENTS
1. IRS Determination Letter
The Organization will have received a letter from the IRS recognizing its tax-exempt status as an
organization described in Section 501(c)(3) of the Internal Revenue Code (the “Determination
Letter”).
The Determination Letter should be kept because it is proof that the Organization is exempt from
federal income tax and is eligible to receive tax deductible donations.
2. Filing Requirements
The Organization must file an informational tax return with the IRS every year. There are three
different forms that tax-exempt organizations can use. The form that the Organization should
use depends on its annual revenues and assets, as follows:

237 Mamaroneck Avenue • Suite 300 • White Plains, NY 10605 • 914.328.0674
300 Lanidex Plaza • Suite 3203 • Parsippany, NJ 07054 • 973.240.6955
280 Trumbull Street • 28th Floor • Hartford, CT 06103 • 860.541.4951
www.probonopartner.org

•

Form 990: For organizations with annual gross receipts of $200,000 or more, and
total assets of $500,000 or more (note that smaller organizations are free to file this
form if they wish);

•

Form 990-EZ: For organizations with annual gross receipts that are less than
$200,000 but greater than $50,000, and total assets of less than $500,000 (note that
smaller organizations are free to file this form if they wish); or

•

Form 990-N (also called the “e-postcard”): For organizations whose annual gross
receipts normally do not exceed $50,000. The e-postcard must be filed electronically
and requires only the following very basic information:
The legal name of the organization;
If applicable, any other name under which it does business;
Its mailing address and, if applicable, its website address;
Its taxpayer identification number;
The name and address of a principal officer;
The organization’s annual tax period;
Confirmation that the organization’s annual gross receipts are still normally
below the threshold; and
o If applicable, a statement that the organization is going out of business.
o
o
o
o
o
o
o

The Organization must keep excellent records of income and expenses, including sources of
support, because they will need to be reported on Schedule A of Form 990 and Form 990-EZ.
These records are also important for maintaining the Organization’s classification as a public
charity, and not a private foundation. In order to maintain its public charity classification, the
Organization needs to be able to show that it continues to be “publicly supported” (which
generally means that it receives financial support from a broad group of funding sources).
Returns are due on the 15th day of the fifth month after the end of the Organization’s fiscal year.
For example, an organization whose fiscal year ends on December 31 must file its Form 990 by
May 15. Failure to timely file a Form 990 or Form 990-EZ can subject the Organization to
financial penalties. Failure to file any version of the Form 990 for three consecutive years will
result in an automatic revocation of tax-exempt status.
It is possible to request a three-month extension for the submission of a Form 990 or Form 990EZ. To do so, the Organization must make a written request to the IRS for an extension, using
IRS Form 8868. There is no extension available for a Form 990-N.
3. Notification of Changes
Significant corporate changes that the Organization makes may be reported to the IRS as part of
the Organization’s Form 990 filing. In some cases, the IRS can be notified by a letter or by
filing an IRS form (e.g., by filing Form 8822 for a change of address).
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4. Disclosure Requirements
The Organization must disclose its three most recent Form 990 tax returns; its application for tax
exemption (Form 1023) and related documents; and its Determination Letter to anyone upon
request. This includes making these documents available for public inspection at the
Organization’s offices and either providing copies of the documents (the Organization can
charge a reasonable fee for copies and postage), or making the documents “widely available”
(for example, by posting them on the Organization’s website or on another website). In-person
requests for disclosure must be honored on the day of the request, and written requests must be
honored within 30 days of the request. There can be financial penalties to the Organization for
failing to follow these disclosure rules.
5. Requirements for Acknowledging Donations
There are specific requirements regarding the acknowledgements the Organization provides to
donors, which vary depending on factors such as the amount of the donation, whether it is cash
or in-kind, and whether the donor receives anything from the Organization in connection with
the donation.
The IRS Compliance Guide sets forth the basic requirements for acknowledging donations, and
this article on the Pro Bono Partnership’s website also provides information about the
requirements: http://www.probonopartner.org/FileLib/Documents/acknowledgingdonations.pdf.
6. Lobbying and Political Campaign Activities
As a 501(c)(3) tax-exempt entity, the Organization cannot have a “substantial part” of its
activities consist of attempts to influence legislation. What constitutes substantial is not clearly
defined in the Internal Revenue Code, so many organizations elect to replace the substantial part
of activities test with a mechanical test based on expenditures to influence legislation. This is
known as the “501(h) election” because it is permitted by Section 501(h) of the Internal Revenue
Code. The Organization may have made the election at the time it applied for tax exemption. To
make the election at this time, file IRS Form 5768.
The Organization is prohibited from participating or intervening in any political campaign on
behalf of or in opposition to any candidate for public office. Violation of this prohibition can
lead to loss of the Organization’s tax exemption.
CONNECTICUT STATE REQUIREMENTS
1. Exemption from State and Local Taxes
The IRS has recognized the Organization as exempt from federal corporate income taxes, but
separate filings must be made to claim exemption from Connecticut state and local taxes.

Exemption from Business Income Tax
If the Organization has not already done so, file Form REG-1 with the Department of Revenue
Services and attach a copy of the Determination Letter. This will ensure exemption from state
corporate business income tax.
Exemption from Sales Tax
The Organization is exempt from paying sales taxes when purchasing items to be used by the
Organization for its charitable purposes. To utilize this exemption, complete Form CERT-119,
attach the first page of the Determination Letter to the form, and show the form to retailers when
making purchases. Note that a different form (Form CERT-112) is used for purchases of food or
lodging for charitable purposes.
State Property Tax Exemption
In Connecticut, real and personal property owned by a nonprofit charitable organization is
generally exempt from municipal property taxes, provided that the property is being used for the
organization’s own exempt purposes. However, this exemption is not automatic; in order to
claim an exemption, the Organization must apply for exemption to the tax assessor of the town in
which the property is located and then must file a Quadrennial Renewal Report (filed every four
years) thereafter.
2. Secretary of State
Annual Report: Due each year at the anniversary of the Organization’s incorporation date, this
report lists the Organization’s officers and directors and their addresses. The Annual Report is
filed online at http://www.concord-sots.ct.gov. There is a $50 filing fee.
Corporate Changes: Changes to organizational documents should be made as follows:
•

Change of Officers and Directors: Notify the Secretary of State using the Annual
Report.

•

Change of Organization Address: Use the Secretary of State’s Change of Address
form, which must be filed at the time the change is made.

•

Change of Registered Agent: Use the Secretary of State’s Change of Registered
Agent’s Address form, which must be filed at the time the change is made.

•

Changes to Certificate of Incorporation: Use the Secretary of State’s Certificate of
Amendment form.
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3. Department of Consumer Protection
The Connecticut Department of Consumer Protection (“DCP”) oversees the Connecticut
Solicitation of Charitable Funds Act (the “Act”). Most charities that solicit funds or anything of
value in Connecticut must annually register with DCP, as follows.
Initial Registration: To register with DCP, a charity must file the Initial Charitable Registration
Form with some required documentation and a $50 filing fee. The form is available online at:
http://www.ct.gov/dcp/lib/dcp/pdf/applications_added_2014/initial_charity_regist_appl_and_inst
r_final_4-11-14_new_format.pdf.
Organizations Exempt from Registration and Reporting Requirements: There are several
possible exemptions from the Act’s registration and reporting requirements, the most common of
which is for organizations that normally receive less than $50,000 per year in contributions and
do not compensate anyone primarily to do solicitation. To claim the exemption, the
Organization must either file online at https://www.elicense.ct.gov or submit Form CPC-54,
downloadable at
http://www.ct.gov/dcp/lib/dcp/pdf/charities/cpc54_claim_of_exemption_rev_nov10.pdf. If
circumstances change so that an exemption no longer applies, the Organization must register at
that time.
Annual Re-registration: Registrations expire on the last day of the eleventh month following
the Organization’s fiscal year-end, and must be renewed annually. DCP will mail a renewal
notice approximately 30 – 45 days prior to the expiration date of registration with instructions for
renewing online or by mail. Along with its renewal application, the charity must submit a copy
of its most recent Form 990, 990-EZ, or 990-N and a $50 filing fee. Charities with gross receipts
exceeding $500,000 annually must also include an audited financial statement.
4. Games of Chance/Raffles
Many nonprofit organizations use games of chance as fundraising activities. In Connecticut,
games of chance are regulated by the DCP Charitable Games Unit. Each game has its own
application and filing requirements.
5. Lobbying
Organizations that lobby, or organizations or individuals who lobby on behalf of others, which
spend or receive (or agree to spend or receive) $3,000 or more each year on lobbying must
register with the CT State Ethics Commission.
•

Organizations must register on or before January 15th or prior to the
commencement of lobbying, whichever is later.

•

Separate registrations are required from the person who is retained and paid to do
the lobbying (called a “communicator lobbyist”) and from the organization that
pays the lobbyist (called the “client lobbyist”).

•

Client lobbyists only need to register once.

•

There is a $150 fee for the two-year registration period.

•

See the website of the Office of State Ethics for more information:
www.ethics.state.ct.us

6. State Contractor Contribution Ban
Certain key people (called “Principals”) associated with any organization that holds or seeks a
state contract, are prohibited from making campaign contributions to certain candidates for
public office. The candidate to whom the ban applies depends on whether the contract in
question is with an agency in the Executive Branch or the Legislative branch. See the website of
the State Elections Enforcement Commission for more information:
http://www.ct.gov/seec/site/default.asp

FOR MORE INFORMATION
For further information or to obtain forms and instructions, contact the IRS or appropriate state
agency. A list of contact information is enclosed.
You are also welcome to contact the Partnership with questions or to request assistance with new
legal matters.
Congratulations again and welcome to the tax-exempt sector!

Best regards,
Pro Bono Partnership

By:

[Your name]
[Title]
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CONTACT INFORMATION
Internal Revenue Service
(877) 829-5500 (exempt organization helpline)
http://www.irs.gov/Charities-&-Non-Profits
Connecticut Secretary of State
30 Trinity Street
Hartford, CT 06106
(860) 509-6003
http://www.sots.state.ct.us/index.html
Connecticut Department of Revenue Services
Taxpayer Services Division
25 Sigourney Street
Hartford, CT 06106-5032
Tel: (860) 297-5962
Fax: (860) 297-5698
http://www.ct.gov/drs/site/default.asp
Connecticut Department of Consumer Protection
165 Capitol Avenue
Hartford, Connecticut 06106-1630
Tel: (860) 713-6100
Fax: (860) 713-7239
ctcharityhelp@ct.gov
http://www.ct.gov/dcp/cwp/view.asp?a=1654&q=467358
Connecticut Division of Special Revenue
Business address:
Mailing address:
555 Russell Road
PO Box 310424
Newington, CT 06111
Newington, CT 06131-0424
Tel: (860) 594-0500
Fax: (860) 594-0509
http://www.ct.gov/dcp/cwp/view.asp?a=4107&q=483094
Connecticut State Ethics Commission
18-20 Trinity Street
Hartford, CT 06106-1660
Tel : (860) 263-2400
Fax : (860) 566-3806
http://www.ethics.state.ct.us
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Federal Tax and Information Filing Calendar
for Nonprofit Organizations
NOTE: Before you start doing business, get good advice from accounting professionals
While the following list is intended to give you an idea of the CT tax requirements, it is not
comprehensive.
For information forms or assistance: Community Accounting Services
(CAS):http://www.communityaccountingaid.org/
Filing

Form

Date Due to Federal
Government*

Initial Formation
• Application for Employer Identification Number SS4
• Application for Recognition of Exemption
501(c)(3)

ASAP after formation
1023

Other than 501(c)(3)

1024

Payroll Forms and Returns
• Unemployment Tax

15 months after
formation
15 months after
formation
www.irs.gov

940/940EZ† 501(c)(3) organizations are exempt

• Social Security and Withholding Tax

941

4/30, 7/31, 10/31, 1/31

• Wages and Tax Statements

W-3/W-2

2/28, 4/1 if e-filing

• Miscellaneous Income Statements

1099MISC

2/28, 4/1 if e-filing

• Interest Income Statements

1099INT

2/28, 4/1 if e-filing

• Other Income

1099 Series

2/28, 4/1 if e-filing

• 1099 Transmittal

1096

2/28, 4/1 if e-filing

Information Returns

Exempt Organization Returns

990/990EZ/990-N

15th day of the

5th month after the end of the fiscal year

Exempt Organization Business Tax

990-T

• Estimated Payments

5/15
3/15, 6/15, 9/15, 12/15

Employee Benefit Plans
• Pension, 401(k); Health, Group Life, Disability,
or Dependent Care; Group Legal Services or
Educational Assistance; Cafeteria Plans
*Based

on tax and plan years ending December 31

5500

7/31
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Connecticut State Tax Filing Calendar for Nonprofit Organizations
NOTE: Before you start doing business, get good advice from accounting professionals. While
the following list is intended to give you an idea of the CT tax requirements, it is not
comprehensive.
For information forms or assistance: Community Accounting Services
(CAS):http://www.communityaccountingaid.org/
Filing

Due Date*

Initial Formation
• CT Sales & Use Tax Permit

ASAP after formation
Publication SN98(11), CERT-119
www.ct.gov/drs

• Application for Exemption

ASAP after formation

• Charitable Solicitation Registration

ASAP after formation
CT Public Charities Unit 860-808-5030
www.ct.gov/ag
There are many exceptions, the most common on which is that no report is required if
your organization normally receives less than $50,000 in contributions in two out of three
years. It is a good idea to file for the exemption so that if potential donors call to find out
if you are a legitimate charitable organization, you will be registered. Check the list of
exemptions and be aware of the threshold at which you must register

• CT Income Tax Registration

ASAP after formation
www.ct.gov/drs

Payroll Forms and Returns
• CT Unemployment Tax

Quarterly
www.ct.dol.state.ct.us

• Payment of Taxes Withheld

Quarterly - tax liability less than $ 2,000
Monthly – tax liability $2,000 - $10,000
Weekly – tax liability exceeds $10,000
A payroll service handles this – ADP,
Paychecks, or a bank payroll service

• Annual Reconciliation and Tax and Report of Withholding
Personal Property Tax

2/28 for previous calendar year

File with your town assessor
Report is required every 4 years, the next one is due 10/1/2010

Sales and Use Tax
Annual Corporate Report

1/15 for previous calendar year
Annually with Secretary of the State
www.sots.ct.gov , click on Quicklinks, then CONCORD

Corporate Income Tax Return

1/31

• If Organization Receives Unrelated Business Income

3/15 (varies by state)

• Estimated Payments

3/15, 6/15, 9/15, 12/15

Charitable Solicitation Annual Report

Annually based on the fiscal year, once
you meet the revenue threshold
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Nonprofit Organizational Life Cycle
Grass Roots Invention

Start-Up Incubation

Adolescent –
Growing

Mature Sustainability

Stagnation &
Renewal

Decline And
Shut-Down

Program And
Services

• Extremely informal or
not yet a concern
• Perceived need for a
program or service

• Simple programs are
initiated or a mix of
diverse and nonintegrated activities.
• Strong commitment to
delivering services

• Programs begin to
establish themselves
in the market
• Often demand is
greater than capacity
• More consistent
program delivery
• More focus

• Organization loses
sight of market
• Programs developed
primarily to attract
funding
• Difficulty in delivering
services and reaching
goals
• Inconsistent program
quality

Staff
Leadership/
Management

• Entrepreneurial and
visionary leader

• Single minded
founder whose vision
drives the
organization
• Sole decision making
- little or no hierarchy

Staffing

• All volunteer driven
• No paid staff

• Most work completed
by volunteers
• Small (if any),
enthusiastic staff
• Sense of “family” and
cooperation among
staff

• No longer meeting
market needs
• Loss of credibility with
funders and clients
• Decline in product
quality
• Major reduction in
referrals
• Licensing or
accreditation in
jeopardy
• Major conflict
between ED and
board
• ED makes key
decisions w/out board
• ED is inaccessible
and unable to meet
deadlines
• Departure of key staff
• Key positions difficult
to fill
• Staff grievances
bypass ED to board
• High conflict among
staff
• Low # of volunteers

Governance/
Board

• Not yet a real concern

• Formal governance
structure in place
• Small, passionate,
and homogenous
board
• Members tend to be
volunteers or handchosen by executive

• Beginning strategic
division of labor
• Executive Director still
primary decision
maker and is less
accessible to staff
• Both external and
internal demands
• Staff size increases –
still join primarily for
mission
• Deepening
organization chart,
with more centralized
management
• No job descriptions &
personnel policies
• Board expansion –
first ‘outsiders’
• New board members
are added who are
professionals with
expertise
• Less focus on
operations, more on

• Core programs are
established and
recognized in the
community
• Long range program
planning
• New programs are
added & deleted as
market dictates
• Programs functioning
well
• Need for wellrounded Executive
Director
• Sometimes
‘Founder’s Syndrome’
• Delegation of
authority and clear
accountability
• Even larger, and
more culturally
diverse and
specialized staff
• Professional
managers are hired
• Vertical, hierarchical
organization chart
• Board size and
diversity increases
• Main function is policy
and oversight
• Fundraising becomes
a more important role
• Good committee
structure – most work

• No or very high board
turnover
• Sluggish and less
involved
• Bogged down in
structure that may be
outdated

• Founder likely to
leave
• Change agent
needed

• Low staff morale; staff
turnover
• Focus is on individual
programs, instead of
organizational goals
• Fiefdoms develop
• Volunteers leave

• Very low board
attendance
• No new board
members
• Key board members
may leave
• Eventually dissolves
Itself

Developed by: Speakman Management Consulting, 404-622-1205, www. Speakmanconsulting.com
Adapted from: The 5 Life Stages of Nonprofits, Judith Sharken Simon, 2002 and The Conservation Company, 1997.
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Grass Roots Invention

Start-Up Incubation

Adolescent –
Growing

Mature Sustainability

director
• Operating board.
• Strong emotional
commitment and
motivation to the
mission
• Few formal systems
• Operations are agile
and flexible
• Informal management
infrastructure
• Few operational
routines or systems in
place
• Frequent informal
communication

planning & oversight
• More reactive than
strategic in policies
• Transitioning to
governance board.

done in committees
• Better board
accountability
• Key board role is to
ensure organization
longevity
• Program and
operational
coordination through
formal planning
• Systems, policies &
procedures in place
• Standardized and
efficient operations
• Better integration of
technology
• More data
management
• Formal
communications
• Reliable and diverse
funding streams
• Significant cash
reserves
• Expanded major
giving program
• Have, or are
considering, planned
giving and an
endowment
• Additional fundraising
staff support
• Revenue generation

Administrative
Systems/
Operations

• Not yet a concern
• No real ‘home office’

Finances and
Fundraising

• Not yet a concern
• All resources are inkind.

• Focus on gathering
resources
• Limited financial
resources;
• Small budget with
limited to no financial/
accounting systems
• Overly dependent on
a few funding sources
and in-kind donations
of expertise
• Hand-to-mouth

• Established relations
with key funders but
still unpredictable
funding resources
• Efficient at in-kind and
volunteer resources
• Cash flow problems organization is
undercapitalized
• Cost considerations
are more important
• Revenue generation
options considered

Marketing/
Community
Awareness

• Not yet a concern

• Poor external
communication
• Word of mouth
referrals and
marketing
• No formal public
relations

• First official
promotional material
• Word of mouth still
primary marketing
channel

• Unsophisticated
operating systems
• Unstable operations
• Purchasing
technology
• Permanent home
office with new admin
support
• Begin development of
operational systems
• Internal
communication is
challenging

• Marketing plan
developed
• Professional image
and promotional
material
• In-house
Communication &
Marketing expertise

Stagnation &
Renewal

• Well-developed
systems become
“red-tape”
• Poor planning

Decline And
Shut-Down
• Major disagreement
among board on
mission and future
• Board members
making derogatory
statements in public
• Departure from
systems to crisis
management
• Poor internal controls
or too much red tape
• Cannot provide
accurate picture of
financial situation

• Insufficient cash
reserves
• Falling behind on
financial obligations
• Loss of financial
support
• Not bringing in new
funding sources

• Unable to meet
payroll & behind on
payables
• Relies on lines of
credit for basic bills
• Possible bankruptcy
• Major funders
withdrawing or
threatening
• High % of funds from
only a few sources

• Reactive to each
crisis
• No real proactive
marketing and
community relation
building
• Spending less on
marketing

• Negative rumors in
the community and/or
bad press
• Key stakeholders
cannot clearly define
mission & purpose
• No marketing

Developed by: Speakman Management Consulting, 404-622-1205, www. Speakmanconsulting.com
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Keys to Life Cycle Transitions
Grass Roots Invention

Start-Up Incubation

Adolescent –
Growing

Mature –
Sustainability

Stagnant And
Renewal

Decline and
Shut-down

Program And
Services

• Identify key unmet
client/community
needs
• Develop a concept
plan
• Identify and evaluate
program options
• Clarify results &
expectations of work

• Assess and begin to
improve quality
• Establish criteria for
what activities and
programs to pursue

• ID someone with
time, skills and
energy to formalize
the organization

• Undertake strategic
planning to review
activities – reduce
and focus efforts
• Conduct formal
program evaluation –
survey clients
• Explore best
practices and models
• New collaborative
relations
• Develop succession
plans for key
leadership
• May need a new or
interim Executive
Director

Staffing

• Estimate initial
staffing needs
• ID and determine
how best to utilize
volunteers
• Create a basic staff
orientation plan

• Provide a mentor or
coach for
development of the
leader
• Assess ED’s ability maximize strengths
and minimize
weaknesses
• Use and recognize
volunteers well
• Hire administrative
support
• Consider contract or
part-time for needed
expertise –
accounting, etc.

• Explore new
program delivery
models
• Develop internal
process for
evaluating new
opportunities
• Review strategic
plan & develop a
long-range program
plan
• Enhance ED annual
evaluation process
• Clarify ED’s roles
related to staff
management
• Explore additional
coaching

• Reduce programs to
core essence
• Explore partner to
transfer programs
• Immediately improve
quality

Management

Governance
Board

• Begin to ID potential
board members
• Obtain information

• Develop a strategic
plan to clarify &
integrate.
• ID and track client
outcomes
• Learn to say ‘no’ to
opportunities
• Develop
collaborations to
better serve client
needs
• Clarify ED’s primary
roles
• Establish ED annual
priorities
• Delegate and offer
more admin support
• Begin succession
planning for key staff
• Hire more admin
support
• Develop job
descriptions and
work charts
• Refine volunteer
management
functions
• Expand volunteer
base
• Create personnel
policies
• Conduct board
retreats for planning
& training

• Increase personnel
management
• Provide more
training, including
management training
• Ensure proper
volunteer programs
• Conduct salary
review and
comparison
• Prepare staff for
diversity
• Institute an annual
board evaluation
• Enhance board

• Prepare for major
staff changes
• Push for enhanced
internal collaboration
• Re-evaluate the
volunteer program
• Explore ways to
keep essential staff
• Reassign staff as
needed
• Consider new staff
structures
• Re-energize or
develop new board
• Explore partnerships

• Conduct staff retreat
– input to address
critical operational
issues
• Engage third party to
mediate conflicts
• Recognize challenge
for staff – plan to
address burn-out
• Explore severance
packages if
shutdown
• Board resign or build
new board
• Engage third party to

• Expand the board
• Clarify board
member roles &

• Coach current ED or
recruit interim ED
with turnaround and
financial experience
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on forming a board.
• File articles of
incorporation and bylaws
• Recruit an initial
board chair.
• Obtain legal advice

responsibilities –
offer training
• Create formal
governance structure
– including
committees

Administrative
Systems/
Operations

• ID initial
infrastructure and
operation needs
• Determine any
compliance needs
• Decide on ‘home
office’
• Obtain accounting
expertise

• Formalize record
keeping and
• Begin to establish
basic program
polices and manuals

Finances

• ID initial funding
sources, including
researching targeted
foundations
• Develop a proforma
budget
• Develop an initial
development plan

• Expand funding
sources
• Institute formal
accounting policies
and procedures
• Hire an experienced
accountant
• Begin to plan for
future financial needs

Marketing/
Community
Awareness

• Explore a name –
test with key
audiences
• ID and ‘sell’ concept
paper to key
potential
stakeholders
• ID initial marketing
and promotional
needs
• Verify community
need and interest in
addressing need

• Develop a
condensed fact
sheet
• Create talking points
for board/volunteers
• Begin to develop an
organization
brand/identity
• All staff and board to
provide potential
contact list (possible
funders)

• Formalize board
recruitment process
• Culturally diversify
board composition
• Develop board
orientation & mentor
program
• Focus on policies
• Automate data
management
• Purchase necessary
technology and
equipment
• Develop
maintenance &
replacement plan
• Improve internal
communication
• Develop a multi-year
budget – including
capital budget
• Establish formal
financial controls
• Create a
development plan
• Diversify funding
streams – expand
individual giving base
• Hire a development
person
• Explore capital
campaign feasibility
• Have board more
involved in
community relations
• Develop brand and
image
• Enhance
professionalism of
promotional material
• Develop proactive
PR plan

fundraising capacity
• Enhance board
committee structure

with others
• Board retreat -revise
board and planning
• Revitalize board
nomination process
• Clarify board roles

mediate conflicts
• Board retreat to
develop plan to
address critical
issues

• Develop a risk
management plan
• Upgrade technology
hardware and
software
• Ensure adequate
administrative staff
• Formalize internal
communication

• Centralize key
administrative
functions
• Look to revamp
systems and
equipment
• Re-examine policies
– reduce red tape

• Shore up broken
systems
• Reduce red tape
• Find external
financial expertise

• Develop an
operating reserve &
policies
• Review fundraising
plan
• Start planned giving
program
• Enhance fundraising
capacity

• Expand funding
sources
• Detailed financial
analysis
• Explore short term
cost reductions
• Analyze current
fundraising strategies
• Add resources to
development

• External audit
• Short-term budget
and funding plan
• Budget cutbacks
• Emergency meeting
with key funders

• Enhance marketing
capacity
• Better utilize
technology for
communication
• Develop a long-term
marketing plan
• Enhance public
relations
• Reassess logo and
image

• Proactive public
relations campaign
• Keep key
stakeholders
updated

• Engage technical
assistance in crisis
communication
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Nonprofit Life Cycles Overview
Stage

Key
Question

Grass Roots - Is the dream
feasible?
Invention

Duration

Obstacles

Opportunities

0 – 5 years

• Resistance to forming
• Lack of funding/expertise
• No outside support
• Fear of formalizing
• Sustaining initial enthusiasm
• Focusing the founder and energy
• Absence of systems &
accountability
• Overwhelmed with change
• Change may alienate funders,
clients, staff and board
• Danger of becoming isolated in the
system
• Lack of or too much control
• Lack of risk taking
• Board & staff too operational
• Unable to transition in to a
governance board
• Conflict between old and new
• Resistance to change
• Inability to address key challenges
• Declining excitement
• Isolation of the agency
• Financial crises
• Inappropriate leadership
• Loss of staff and volunteers
• Lack of any passion

• Creativity
• Energy for the dream
• Excitement to join
• Excitement of funders
• Charismatic leader
• People wanting to belong
• Sense of accomplishment
• New faces, ‘arms and legs’
• Diversification in all areas of the
organization
• Rejuvenation for the founders

Start-Up Incubation

How do we get
this started?

1 – 2 years

Adolescent –
Growing

How can we
build this to be
viable?

2 – 5 years

Mature Sustainability

How can we
ensure
sustainability?

7 – 30 years

Stagnation &
Renewal

How, if any, can
we renew?

2 – 5 years

Decline And
Shut-Down

Should we
close?

1 – 2 years

• Feeling secure
• Adequate resources
• New staff/board – fresh ideas
• Ability to try something new
• Wisdom from past
• Strategic Partnership opportunities
• Chance to take risks again and
think ‘out-of-the-box’
• Commitment to complete
turnaround
• Graceful ‘sunset’ or merger
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