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New IRS Form 990-N Requires Small Tax-Exempt
Organizations to File Annual Electronic Notice

Beginning in 2008 for tax periods beginning after December 31, 2006, the
Internal Revenue Service ("IRS") Form 990-N, Electronic Notice (e-Postcard) for
Tax-Exempt Organizations not Required To File Form 990 or 990-EZ (the "e-
postcard”) will require some small tax-exempt organizations, previously not
required to file an annual report, to file an electronic notice.

Background

Tax-exempt organizations with gross receipts at or below $25,000 are not
required to file IRS Form 990 or IRS Form 990-EZ. However, with the
enactment of the Pension Protection Act of 2006 ("PPA"), small exempt
organizations must file an annual notice with the IRS using IRS Form 990-N
known as the e-Postcard. The PPA contains numerous provisions that change
the tax laws applicable to tax-exempt organizations. Some of the more
significant changes include: 1) doubling the excess benefit penalty excise taxes,
2) changes in charitable contribution deductions, and 3) requiring 501(c)(3)
organizations filing unrelated business income tax returns to make them
available for public inspection.,

IRS Form 990-N
In July 2007, small tax-exempt organizations will receive educational information
regarding the e-Postcard they may be required to file annually. Although the
electronic filing procedures have not yet been publicized, the IRS has stated that
no paper form of the e-Postcard will be forthcoming. Therefore small tax-exempt
organizations should be prepared to file electronically.

There are three major exceptions to the e-Postcard filing requirement. The
following types of organizations will not be required to file the e-Postcard:
e Organizations included in a group return;
e Private Foundations required to file Form 990-PF; and
e Section 509(a)(3) Supporting Organizations required to file Form 990 or
Form 990-EZ.

Conclusion
Under the PPA, the IRS must revoke the tax-exempt status of any organization
that fails to meet its annual filing requirement for three (3) consecutive years.
The e-Postcard will be included as one of such annual filing requirements
beginning in 2008. Therefore, small tax-exempt organizations should be aware
that failure to file the e-Postcard for three (3) consecutive years will result in a
revocation of tax-exemption as of the filing due date of the third year.
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This publication is intended for general information purposes only and does
not and is not intended to constitute legal advice. The reader must consult
with legal counsel to determine how laws or decisions discussed herein apply
to the reader's specific circumstances.




