NEW IRS REQUIREMENTS FOR NON PROFIT AGENCIES

There is not enough time in this session to go through everything that you need to know about the new IRS requirements for non profit organizations. Do not fret, as there are many easily accessible resources at www.IRS.gov, simply click on charities and you will find a wealth of resources.

I will give you the instructions for completion of the 990N, a sample completed 990N, and 990EZ forms. I have not included the instructions since the instructions are very lengthy. You may obtain 990EZ forms and instructions on the IRS web site.

GENERAL INFORMATION THAT I RECEIVED FROM AN IRS AGENT (BADGE # 0195888 TELEPHONE # 877 829 5500) FOLLOWS: 
I explained the purpose of Friendship Force and how we carry out our purpose. She gave me the following information:
1. 
Club revenue includes dues, exchange fees, donations, interest and all income that comes to the organization with Friendship Force listed on the "pay to the order line". There is one exception and it relates to the annual dues and the portion that we must send to FFI. If dues are collected one time per year and the club sends one (and only) check to FFI for their portion of the dues, the amount that goes to FFI can be deducted from revenue.

2. 
The $25,000 and higher threshold revenue refers to a 3 year average of $25,000 or more in revenue.

3. 
If a member writes a check directly to the travel agency or to an airline it is not considered as club revenue.
GOVERNANCE REQUIREMENTS FOR NON PROFIT ORGANIZATIONS:

In the aftermath of Enron, the government is interested in responsible governance of non profits and other corporations. This includes the board reviewing the tax returns, asking questions, approving and recording of the act in the minutes. Likewise the board must review the financials on a regular basis, asking questions, approving and documenting the review in the minutes.
From IRS website: http://www.irs.gov/efile/article/0„id=108211,00.html
1/12/2009

Annual Electronic Filing Requirement for Small Exempt Organizations – Form 990-N:

Annual Electronic Filing Requirement for Small Exempt Organizations — Form 990-N (e-Postcard)

Small tax-exempt organizations whose annual gross receipts are normally $25,000 or less may be required to electronically submit Form 990-N, also known as the e-Postcard, if they elect not to file Form 990 or Form 990-EL
The Pension Protection Act of 2006 added this filing requirement to ensure that the IRS and potential donors have current information about your organization.
Due Date of the e-Postcard
The first e-Postcards are due in 2008 for tax years ending on or after December 31, 2007. The e-Postcard is due every year by the 15th day of the 5th month after the close of your tax year. For example, if your tax year ended on December 31, 2007, the e-Postcard is due May 15, 2008. You cannot file the e-Postcard until after your tax year ends.

How to File
Click here to file the e-Postcard. If you have trouble accessing the system using that link, you may be able to access the filing site directly by typing or pasting the following address into your Internet browser:  http//epostcardform990.org. 
When you access the system, you will leave the IRS site and file the e-Postcard with the IRS through our trusted partner, Urban Institute. The form must be completed and filed electronically. There is no paper form.
Information You Will Need To File the e-Postcard
The e-Postcard is easy to complete. All you need is the following information about your organization. [There is more information at the IRS website about these items.]
•
Employer identification number (EIN), also known as a Taxpayer Identification Number (TIN)).

•
Tax year

•
Legal name and mailing address

•
Any other names the organization uses

•
Name and address of a principal officer

•
Web site address if the organization has one

•
Confirmation that the organization's annual gross receipts are normally $25,000 or less

•
If applicable, a statement that the organization has terminated or is terminating (going out of business)

Who Must File

Most small tax-exempt organizations with gross receipts that are normally $25,000 or less must file the e-Postcard. Exceptions to this requirement include:
•
Organizations that are included in a group return, and

•
Churches, their integrated auxiliaries, and conventions or associations of churches.

The following organizations cannot file the e-Postcard but must file different forms instead:
•
Tax-exempt organizations with annual gross receipts that are normally greater than $25,000 must file Form 990 or Form 990-EZ;

•
Private foundations must file Form 999-PS;

•
Section 509(a)(3) supporting organization - that are required to file Form 990 or Form 990-EZ.
•
IRC section 527 (political organizations required to file an annual exempt organization return must file Form 990 or Form 990-EZ.
Late Filing or Failure to File the e-Postcard
If you do not file your e-Postcard on time, the IRS will send you a reminder notice but you will not be assessed a penalty for late filing the e-Postcard. However, an organization that fails to file required e-Postcards (or information returns – Forms 990 or 990-EZ) for three consecutive years will automatically lose its tax-exempt status. The revocation of the organization's tax-exempt status will not take place until the filing due date of the third year.
Example:

Form 990N
Electronic Notice (e-Postcard)
OMB No. 1545
Department of the Treasury
for Tax-Exempt Organizations not
2085

Internal Revenue Service
Required to File Form 990 or
2007


990-EZ
Open to Public Inspection
A  For the 2007 calendar year, or tax year beginning 811/2007, and ending 7/31/2008.

B  Check if applicable
C Name of organization: ____CHARITABLE TRUST
D Employer

   √ Terminated, Out of
d/b/a:

Identification Number

       Business

_______
   √  Gross receipts are
________________

       Normally $25,000 
Fort Worth, TX, US

       or less

F Name of Principal Officer: __________
E Website:
______________


Fort Worth, TX, US

Privacy Act and Paperwork Reduction Ad Notice. We ask for the information on this form to carry out the Internal Revenue laws of the United States. You are required b give us the information. We need it to ensure that you are complying with these laws.
The organization is not required to provide the information requested on a form that is subject to the Paperwork Reduction Act unless the form displays a valid OMB control number. Books or records relating to a form or its instructions must be retained as long as their contents may become material in the administration of any Internal Revenue law. The rules governing the confidentiality of the Form 990-N is covered in Code section 6104.

The time needed to complete and file this form and related schedules will vary depending on individual circumstances. The estimated average times is 15 minutes.
Note: This image is provided for your records only. Do NOT mall this page to the IRS. The IRS will not accept this filing via paper. You must file your Form 990-N (e-Postcard) electronically.
This Form 990-N (e-Postcard) was accepted by the IRS on 9/22/2008.
e-file for Charities and Non-Profits

Electronic filing provides fast acknowledgement that the IRS has received the return, reduces normal processing time, making compliance with reporting and disclosure requirements easier. Charities and non-profits can file the following forms electronically through an approved IRS 990-e-file Provider:

•
Form 990, Realm of Organization Exempt from Income Tax

•
Form 990-EZ, Short Return of Organization Exempt from Income Tax

•
Form 990-PF, Realm of Private Foundation

•
Form 990-N (e-Postcard)

•
Form 8968, Application for Extension of Time to File an Exempt Organization Return

•
Form 1120-POL, U.S. Income Tax Realm of Political Organizations

•
Form 7004 (extension from for the 1120-POL)
Exempt organizations will be able to electronically file the revised form 990 beginning in January 2009. Organizations should check with their software provider to ensure the availability of the revised 990.
e-Postcard (Form 990-N) - Electronic Filing Requirement for Small Tax-Exempt Organizations - Annual Electronic Notice:  Small tax-exempt organizations (those normally with annual gross receipts up to $25,000) may be required to file an annual electronic notice, Form 990-N, Electronic Notice (e-Postcard) for Tax-Exempt Organizations not Required To File Form 990 or 990-EZ. This filing requirement applies to tax periods beginning after December 31, 2006 and may apply to organizations that previously were not required to file returns.
See e-Postcard (Form 990-N) for more information about this requirement and a link to the fling system.
Required e-filing of Forms 990 and 990-PF for certain large tax-exempt organizations: For tax years ending on or after December 31, 2006, exempt organization with $10 million or more in total assets may be required to e-file if the organization files at least 250 returns in a calendar year, including Income, excise, employment tax and information returns. (See the example below.) Private foundations and non-exempt charitable trusts are required to file Forms 990-PF electronically regardless of their asset size, if they file at least 250 returns annually. The electronic filing requirement does not apply to Form 8868. Part 1 of Form 8868 for the automatic three month extension can be filed electronically or by paper.
Example of an organization meeting the electronic filing requirement:  If a tax-exempt organization having $10 million in total assets has 245 employees, it must file Form 990 electronically because each Form W-2 and quarterly Form 941 is considered a separate return. Therefore, the organization in this example would file a total of 250 returns (245 W-2s, four 941's, and one 990).
Large tax-exempt organizations that prepare their own returns can be authorized by the IRS as 'Large Taxpayer' to file their own return electronically, or use a tax professional who is an IRS Authorized e-file Provider.
 Publication 4163, Modernized e-file (MeF) Information for Authorized IRS e-file Providers for Business Return, contains an addendum section for the Large Taxpayer filing their own return. The addendum contains important information and includes step-by-step instructions on how to complete the necessary registration and IRS e-file application.
Requesting a Waiver from Required e-filing
Notice 2005-88 establishes criteria under which tax-exempt organizations can request waives from the electronic fling requirement:
•
Where the exempt-organization can not meet electronic filing requirements due to technology constraints; or

•
Where compliance with the requirements would result in undue financial burden on the filer.
Electronic filing through the Modernized e-File (MeF) system also supports a Fed/State program that consists of a single point of submission and retrieval for all registered transmitters and State agencies. This Fed/State initiative includes Corporations, Partnerships and Exempt Organizations. Additional MeF information can be found in Publication 4163 and Publication 4164. 
Filing schemas, publications, user guides for software developers and transrnitters, and others interested in technical details are also available.

Additional Information
•
First Treasury Regulations on Required Corporate e-file (T.D. 9363, 12-03-2007)
· Frequently Asked Questions

· Modernized e-File (MeF) Program Information

· Annual Electronic Filing Requirement for Small Exempt Organizations – Form 990-N (e-Postcard)

Information for Tax Professionals
Tax professionals who plan to file Forms 990, 990EZ, 990-PF or 1120-POL electronically must submit a new or revised electronic IRS e-file application using the electronic e-file application. This is a onetime registration process and you must apply at least 45 days before you plan to file electronically.
Electronic Federal Tax Payment System (EFTPS)
Pay all of your taxes electronically using EFTPS.  Once you are enrolled, you can pay all types of taxes year-round. EFTPS is a free electronic payment option available to pay all Federal taxes electronically. Log on to eftps.gov or call 1-800-555-4477.
Contact IRS for More Information
If you need additional information about electronic fling that you have not found on this Web site, IRS provides an e-mail address where interested parties can submit e-file questions concerning tax-exempt organizations. Questions about electronic filing of Forms 990, 990-EZ, 990-PF. 990-N or 8868 for tax-exempt organizations can be e-mailed to tege-eo-efile@irs.gov. Note: This e-mail address is for exempt organization electronic filing related questions only, not account or tax law questions. Do not send forms of any kind to this e-mail address.
While individual responses may not be possible due to the volume of questions submitted, IRS will post answers to Frequently Asked Questions on this site.
The contemporaneous written acknowledgment may be contained in the same document as the written communication from the donee used to satisfy the new cash recordkeeping requirement, as long as it contains all information required by both the recordkeeping requirement and the contemporaneous written acknowledgment requirement. 
For claimed contributions over $5,000, generally a qualified appraisal prepared by a qualified appraiser must be obtained. For appraisals prepared in connection with returns or submissions filed after August 17, 2006, see Notice 2006-96.
Household items and clothing contributed to charity after August 17, 2006 must be in at least good used condition to be deductible. This requirement does not apply to contributions of food, paintings, antiques, other art objects, jewelry and gems, or collections, and does not apply to a contribution of an item for which a deduction of more than $500 is claimed if the taxpayer obtains a qualified appraisal of the item.
Additional information
•
Publication 1771, Charitable Contributions - Substantiation and Disclosure Requirements

•
Updates on Disclosure and Substantiation Rules
•
IRC 6700 and IRC 6701 and Charitable Deductions
•
Publication 126, Charitable Contributions.

Unrelated Business Income Tax
http://www.irs.gov/charities/article/0„id=96102,00.html

Even though an organization is recognized as tax exempt, it still may be liable for tax on its unrelated business income. Unrelated business income is income from a trade or business, regularly carried on, that is not substantially related to the charitable, educational, or other purpose that is the basis of the organization's exemption. An exempt organization that has $1,000 or more of gross income from an unrelated business must file Form 990-T. See Unrelated Business Income Tax Returns and the Form 990-T instructions for more information about return filing.
The obligations to file Form 990-T is in addition to the obligation to file the annual information return, Form 990, 990-EZ or 990-PF. Group or consolidated returns are generally not permitted. Title holding corporations and organizations receiving their earnings may file a consolidated return, however.

The Restriction of Political Campaign Intervention by Section 501(c)(3) Tax-Exempt  Organization
Under the Internal Revenue Code, all section 501(c)(3) organizations are absolutely prohibited from directly or indirectly participating in, or intervening in, any political campaign on behalf of (or in opposition to) any candidate for elective pubic office. Contributions to political campaign funds or pubic statements of position (verbal or written) made on behalf of the organization in favor of or in opposition to any candidate for public office clearly violate the prohibition against political campaign activity. Violating this prohibition may result in denial or revocation of tax-exempt status and the imposition of certain excise taxes.
Certain activities or expenditures may not be prohibited depending on the facts and circumstances. For example, certain voter education activities (including presenting public forums and publishing voter education guides) conducted in a non-partisan manner do not constitute prohibited political campaign activity. In addition, other activities intended to encourage people to participate n the electoral process, with as voter registration and get-out-the-vote drives, would not be prohibited political campaign activity if conducted in a non-partisan manner.
On the other hand, voter education or registration activities with evidence of bias that (a) would favor one candidate over another; (b) oppose a candidate in some manner; or (c) have the effect of favoring a candidate or group of candidates, will constitute prohibited participation or intervention.
The Internal Revenue Service provides resources to exempt organizations and the pubic to help them understand the prohibition.  As part of its examination program, the IRS also monitors whether organizations are complying with the prohibition.
Page Last Reviewed or updated: Jan 06, 2009
Form 990 Series - Filing Phase-In

The new Form 990 series returns are effective for 2008 tax years (returns filed beginning in 2009). To stow organizations time to adjust to the new forms, the IRS is phasing in the new returns during a three-year transition period. During the transition, an organization's annual filing requirement depends on its financial activity. The charts below indicate the general exempt organization filing requirements during the transition period. 

	2007 Tax Year

(Filed in 2008 or 2009)
	Form to File

	Gross receipts normally < $25,000
	990-N

	Gross receipts > $25,000 and < $100,000, and
Total assets < $250,000
	990 EZ or 990

	Gross receipts > $100,000, and/or 
Total assets > $250,000
	990


	2008 Tax Year

(Filed in 2009 or 2010)
	Form to File

	Gross receipts normally < $25,000
	990-N

	Gross receipts > $25,000 and < $1 million, and 
Total assets < $2.5 million
	990 EZ or 990

	Gross receipts > $1 million, and/or 
Total assets > $2.5 million
	990


	2009 Tax Year

(Filed in 2010 or 2011)
	Form to File

	Gross receipts normally < $25,000
	990-N

	Gross receipts > $25,000 and < $500,000, and 
Total assets < $1.25 million
	990 EZ or 990

	Gross receipts > $500,00, and/or 
Total assets > $1.25 million
	990


	2010 Tax Year

(Filed in 2011 and later)
	Form to File

	Gross receipts normally < $50,000
	990-N

	Gross receipts > $50,000 and < $200,000 and 

Total assets < $500,000
	990 EZ or 990

	Gross receipts > $200,00, and/or 
Total assets > $500,000
	990


BC's for Exempt Organizations

IRS Exempt Organizations offers the following resources to help the manager of a new exempt organization navigate tax issues. These materials are not comprehensive; for further assistance, consult a tax adviser.
· Life Cycle of an Exempt Organization: Helpful information about points of intersection between tax-exempt organizations and the IRS, including access to explanatory information and forms that an organization may need to file with the IRS. Separate life cycle sites are provided for public charities, private foundations, social welfare organizations, labor organizations, agricultural or horticultural organizations and business leagues (trade associations).

· Applying for Tax-Exempt Status (brochure): Criteria and procedures for applying for 501(c)(3) tax-exempt status.

· Compliance Guide for 501(c)(3) Public Charities (brochure): Activities that may jeopardize a charity's exempt status, federal tax filings, recordkeeping, changes to be reported to the IRS, required public disclosures, and IRS resources. Separate guides are available for private foundations.

· Frequently Asked Questions About Tax-Exempt Organizations

· EO Forms and Publications: IRS forms, publications, and internal training materials relating to tax-exempt organizations.

· Employment Taxes for Exempt Organizations: Links to information about employment taxes for tax-exempt organizations.

· Schedule of Events: Workshops and conferences for exempt organizations.

· On-Line Workshops and Mini-Courses: An on-line version of IRS workshop for small and mid-sized exempt organizations, and mini-courses on applying for exemption, foundation status, annual return preparation (Form 990), deductibility of contributions, and resources exempt organizations.

· Retirement Plan Information for Exempt Organizations: Information and resources for tax-exempt organizations interested in establishing retirement plans for employees.

· Exempt Organizations Products and Services Navigator (brochure): Resources for exempt organizations.

· Annual Electronic Filing Requirement for Small Exempt Organizations - Form 990-N (e-Postcard)
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