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Filing Requirements:

» Organizations with $25,000 or less in gross receipts:
o Are generally exempt from filing IRS Form 990.

0 Beginning in 2008 all organizations exempt from IRS Form 990 must file e-Postcard IRS
Form 990-N.

= |RS recently mailed educational letters notifying small tax-exempt organizations of
this requirement.

= IRS will revoke tax-exempt status for those organizations that fail to file an IRS Form
990, Form 990EZ or Form 990-N for three consecutive years.

» Organizations normally having more than $25,000 in gross receipts are required to file IRS Form
990.

» Churches or other religious organizations are normally exempt from filing IRS Form 990 (but not
Form 990T).

> An IRS 990EZ can be file instead of a full form 990 for organizations with the following:
o For 2008 gross receipts less than $1,000,000 or assets at year end less than $2,500,000
o For 2009 gross receipts less than $ 500,000 or assets at year end less than $1,250,000
o For 2008 gross receipts less than $ 200,000 or assets at year end less than $ 500,000

Back to the top
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Why you should file an IRS Form 990 even if exempt:

» A nonprofit could move from the 990-N category to the 990 category and not realize it. This often
happens when revenues increase but the nonprofit official responsible for IRS tax filings files on the
incorrect form.

> Filing of the IRS Form 990 helps the nonprofit develop adequate accounting procedures before
growth complicates recordkeeping.

» A copy of IRS Form 990 is often requested by grantors.

Back to the top
Should a nonprofit organization file the IRS Form 990 themselves?

> Itis important to remember IRS tax laws are complex and nonprofits should consult with a
professional tax advisor when filing IRS Form 990.

Back to the top

IRS Form 990 Filing Due Dates:

> IRS Form 990 is due the 15" day of the 5™ month after organization’s fiscal year end. For example
if your year ends on December 31, 2007 then the IRS Form 990 is due May 15, 2008.

> IRS Form 8868, Application for Extension of Time to File, gives you a 90 day automatic extension
of the filing due date. However, this form must be filed by the original due date.

> Late filing fees are $20 a day up to $10,000 or 5% of gross receipts, which ever is lower. For
organizations with $2 million or more in gross receipts the late filing fees are $100 a day up to
$50,000.

» For incomplete returns there is a fee of $10 a day up to $5,000. It is important to know that even
having the organization’s name incorrect on the form will make the form incomplete.

Back to the top

E-filing Requirements of the IRS Form 990:

» Nonprofits with $10 million or more in assets and who file at least 250 IRS returns in one year must
e-file for tax years ending on or after Dec. 31, 2006.

» Also, if an organization has assets less than $10 million an e-files they are required by IRS to use an
authorized IRS e-file provider.

Back to the top
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Common mistakes made by nonprofits on the IRS Form 990:

Each year IRS estimates 36% of the 990°s and 52% of the 990-EZ’s have errors. The following are
some of the most common errors:

» Name of organization does not match name on application for exemption (Form 1023).
Failing to consider unrelated business income tax issues.
Improperly classifying employees as independent contractors.

Improper functional allocation between programs, management and general, fundraising and
membership development.

Failure to report changes in operations or activities to IRS.
Not dealing properly with related entities.

Filing an incomplete or inaccurate tax return.

Failing to maintain adequate books and records.

Failing to properly handle vehicle donation programs. IRS Publication 4303 is a great guide to how
to handle vehicle donations.

Failing to comply with lobbying rules and limitations.
Failing to comply with public inspection and fundraising disclosure requirements.

YV V VYV VYV VYV V
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Back to the top

When a nonprofit should file an IRS Form 990T:

> Generally when the nonprofit has an activity related to trade or business and the trade or business is
regularly carried on and is not substantially related to the organization’s exempt purpose.

> Exclusions include:

a. Activities performed which are substantially carried on by volunteers. This means
approximately 85% of those carrying on the activity are volunteers.

b. Activities related to selling donated merchandise.
c. Bingo activities.

Passive income, which includes, but is not limited to, interest/dividends, royalties, rental
income from real property not financed by debt, gain on sale of property, income from
research and most corporate sponsorships.

» Corporate sponsorships are not excluded if the nonprofit promotes the sponsor’s products, services
or facilities in exchange for the sponsorship. Unless the nonprofit only gives a simple
acknowledgement of the sponsor’s gift, the nonprofit should seek the advice of their professional tax
advisor to determine if the corporate sponsorship is or is not exempt from inclusion on IRS Form
990T.

Back to the top
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Information needed by the nonprofit for the preparation of the IRS Form 990:

» Expenses need to be separated by functional categories: programs, management and general and
fund-raising.

o0 Fundraising expenses are those incurred in:
= Maintaining donor mailing lists.
= Preparing and distributing fund-raising manuals and materials (including grant

writing).

= Soliciting contributions or membership dues.
= Publicizing and conducting fund-raising campaigns and special events.

o IRS is now sending information letters to those who did not report fund raising expenses or

reported fundraising expenses less than 5% of contributions. To avoid this attention from

IRS a nonprofit should attach a statement explaining why no or little fund raising expenses
were reported on their IRS Form 990.

Program expenses summed by program achievement categories.

» Compensation and benefits paid in the current year to officers, executive director, and key
employees.

» Compensation and benefits paid in the current year to former officers, directors, trustees and key
employees.

Investment earnings need to be separated into realized and unrealized gains or losses.

» On the IRS Form 990 the nonprofit is asked if they have a conflict of interest policy. Itisa good
idea to implement this policy before the filing of your next IRS Form 990.

List of contributors that gave greater than $5,000 in contribution.

Y

Y

» Contributions separated by direct and indirect contributions. Contributions are those gifts in which
the donor receives nothing in return for their contributions. Direct contributions are those
contributions received directly from the contributor. Indirect are those contributions that are
received from organizations like the United Way.

» List of in-kind contributions: Gifts, securities and tangible gifts should be listed separately from
donated services and donated use of facilities, materials and equipment.

» List of special events.

o0 Special event receipts must be divided into two categories: that contributed and that portion
of which something of value was received.

o0 Direct costs of special event (food, venue, items sold, etc.) should be separated from
fundraising expenses.

> Dues need to be separated into those that the member receives more than a nominal value for the
dues and those that do not.

> Since the cash method is used for one schedule on the IRS Form 990, you need to be able to provide
to your tax preparer the receivables and other accruals that are related to support revenues.
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Some additional questions that will be asked on the revised 2008 IRS Form 990:

>

YV V V V V

Does the organization have documentation of governing body meetings?
Did the governing body review the form 990 before it was filed?

Does the organization have a written conflict of interest policy?

Does the organization have a written whistleblower policy?

Does the organization have a written document retention policy?

Does the organization have a process for determining compensation?

Back to the top

Who should sign the IRS Form 990?

» An officer of the organization must sign the IRS Form 990.

>

It is also very important to have you board of directors or appropriate committee review the IRS
Form 990 prior to submitting it.

Back to the top

Disclosure requirement for the nonprofit’s IRS Form 990:

» The nonprofit’s IRS Form 990 is considered public record and must be made available to the public
upon request.

» The three most recent 990s must be given when requested with only a minimal charge equal to the
cost of copying the forms.

» Schedule B of the IRS Form 990 is not considered public record and should not be included.

» The nonprofit can post their IRS Form 990s on their web site and when copies are requested the
nonprofit need only to tell those requesting how to locate the forms on the web page.

» The IRS form 990T is also subject to public record disclosure.

Back to the top

Changing the nonprofit’s name with IRS:

>

>

If incorporated, the nonprofit must amend articles of incorporations and submit to the state for
approval.

The nonprofit must send a letter to IRS notifying IRS of the name change. The letter must include
the nonprofit’s Federal ID number and exemption code section (i.e. 501(c)(3)). If the nonprofit is
incorporated they must also include the confirmation of name change and approval of amended
articles of incorporation received from the state.
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Changing the nonprofit’s tax-exempt purpose with IRS:

> Nonprofits must review their exempt purpose stated in their application for exemption (Form 1023)
at least annually to make sure the organization is still aligned with their exempt purpose.

» Significant changes in purpose stated in Form 1023 must be reported to IRS by letter. Significant
changes include:
o New activity and/or new direction for organization.
0 Changes in the character of organization.
0 The formation of a for-profit subsidiary.
o Change in the way organization’s board is elected or appointed.

> Relatively insignificant changes can be communicated by attaching a statement to the next IRS Form
990.

Back to the top

Activities that could threaten a nonprofit’s exempt status:

» Transactions that privately benefit insiders of the organization. Insiders include, but are not limited
to, members, employees, board members and/or individuals who have any control of the
organization. Transactions include:

o Payout of surpluses.
o0 Paying unreasonable compensation.

0 Use of organization’s property, including but not limited to, cars, computers and/or cell
phones.

» Lobbying as a substantial part of the organization’s activities.
» Participating in political campaign in any manner.

Back to the top

State of New Mexico’s requirements for nonprofits:

» All charitable organizations must register with the New Mexico Attorney General’s office.

» Each year a copy of the organization’s IRS Form 990, Schedule A and all attached schedules must
be filed with the New Mexico Attorney General’s office within six months following the close of the
organization’s fiscal year. The State will grant the same extension given by the IRS Form 8868,
however when sending your IRS Form 990 you must also include the IRS Form 8868.

» If an organization does not file an IRS Form 990, they must file an annual report with the New
Mexico Attorney General’s office.

» Itis unlawful for charitable organizations to solicit funds in New Mexico if they are not current with
their filing requirements with the New Mexico Attorney General’s office.
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Some other filing requirements:

» The Employee Retirement Income Security Act (ERISA) normally requires retirement plan sponsors
to file an annual IRS Form 5500. If your retirement plan is a 403(b), you may be exempt from this
filing. It is important to seek a professional tax advisor if you have any retirement plan or benefit
plans.

> Payroll related requirements are varied and complex. If your nonprofit has any employees, you
should seek professional advice on these requirements. You can also order PPC’s Payroll Tax
Deskbook which gives you detail information on these requirements. PPC’s website is
Www.ppchet.com.

Back to the top
Resources:

Congress CRS Report, Tax-Exempt Organizations: Political Activity Restrictions and
Disclosure Requirements: www.fpc.state.gov/documents/organization/66481.pdf

IRS website for nonprofits: www.irs.gov/charities/index.html

IRS website with online training for Form 990: http://www.stayexempt.org

IRS Form 990 forms and instructions: www.irs.qov/formspubs

IRS Instructions for Form 990 and Form 990-EZ: www.irs.gov/instructions/i990-ez/ar02.html

IRS e-file publication: www.irs.gov/publ/irs-tege/100305largeexemptdocumentfinal.pdf

New Mexico’s statute on charitable organizations:
http://www.ago.state.nm.us/divs/cons/charities/statute.htm

New Mexico’s Annual Report form: http://www.ago.state.nm.us/divs/cons/charities/annualreportform.pdf

Back to the top
About the Author:

Janice Moen has over 25 years of accounting experience, twelve years of which were as Chief
Financial Officer or Chief Executive Officer of nonprofit agencies. Janice is currently the Finance
Director of ARCA, a nonprofit providing service to individuals with developmental disabilities.
Janice also has five years experience as an external auditor of governmental and nonprofit
agencies. Janice received her BBA and Master in Accounting from the Anderson School of
Management at the University of New Mexico. Janice was awarded the 2007 Outstanding

CNPE Toolkit-IRS Form 990 www.centerfornonprofitexcellence.org June 30, 2008 8



http://www.fpc.state.gov/documents/organization/66481.pdf
http://www.irs.gov/charities/index.html
http://www.stayexempt.org/
http://www.irs.gov/formspubs
http://www.irs.gov/instructions/i990-ez/ar02.html
http://www.irs.gov/pub/irs-tege/100305largeexemptdocumentfinal.pdf
http://www.ago.state.nm.us/divs/cons/charities/statute.htm
http://www.ago.state.nm.us/divs/cons/charities/annualreportform.pdf

Member in Corporate Practice Award by the New Mexico Society of CPA’s in 2007. She was also
recognized as one of the Business Weekly’s Top CFQO’s in 2007. Janice is a member of the
American Institute of CPA’s and currently serves on the New Mexico Society of CPA’s Member
Marketplace Committee and the Anderson School of Management’s Accounting Department

Advisory Committee.

ARCA, working together to open doors for people with developmental disabilities to be valued
members of the community. www.arc-a.org

Back to the top
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United Way of Central New Mexico’s 2008 Corporate Cornerstone Companies

A personal commitment
to New Mexico

Lovelace

Health System
ETHICON ENDO-SURGERY
a go&'mnaﬂohwn company

General
Mills

A PRESBYTERIAN
Health Plan

FIRST
COMMUNITY

(comcast

VICTORIA'S SECRET DIRECT

BANK OF
ALBUQUERQUE .

LOCKHEED MAHTINZ?

CardinalHealth
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Vertex Level ($1,000,000 +)
Intel Corporation

Summit Level ($275,000-
$999,999)

Vista Level ($175,000 -

$274,999)
PNM

Pinnacle Level ($100,000 -
$174,999)

Lovelace Health System
Ethicon Endo-Surgery
General Mills, Inc.
Presbyterian Health Plan
Wells Fargo

Mesa Level ($50,000 - $99,999)

First Community Bank

Comcast

Victoria's Secret Direct

Bank of Albuquerque

Lockheed Martin/Sandia National
Laboratories

Cardinal Health Shared Services

Valley Level ($25,000 - $49,999)

Bank of America

Big J Enterprises LLC

Chaparral Electric Company

Enterprise Rent-A-Car

GE Companies

Morgan Stanley

Sprint Nextel

Wal-Mart Distribution Center —
Los Lunas

Bosgue Level ($10,000 -

$24,999)

Bank of the West

Brycon Construction

Charter Bank * Mortgage *
Insurance

Citi Cards

Compass Bank

COSTCO Wholesale

Don Chalmers Ford

French Mortuary

JB Henderson Construction

JCPenney Companies

Journal Publishing Company

Klinger Constructors, LLC

Miller Bonded Inc.

Miller Stratvert, P.A.

Molzen-Corbin & Associates

New Mexico Mutual

Sandia Peak Ski & Tram
Company

The Payroll Company

UPS

Wagner Equipment Co

Rio Grande Level ($5,000 -

$9,999)

American Home

Bank 1*

Blue Cross Blue Shield of
New Mexico

Bradbury Stamm Construction

Deloitte & Touche

Delta Dental

Enterprise Builders

Excel Staffing Companies

First Financial Credit Union

HUB International Southwest

LandAmerica Albuquerque Title

Landgraf Enterprises

Moss Adams LLP

Mountain States Mutual Casualty
Company

National Heating & Ventilating

Co. Inc. & C.A. Systems

New Mexico Bank & Trust

New Mexico Educators Federal
Credit Union

Northrop Grumman Corporation

Qwest

REDW

Smith’s Food & Drug Center —
District Office

Southwest Re

Summit Electric Supply

Target Corporation

TriCore Reference Laboratories

United Blood Services

US New Mexico Federal Credit
Union

Wal-Mart #831 — San Mateo

Corporate Partners in
Philanthropy

Brycon Construction

Comcast

COSTCO Wholesale

First Community Bank

HUB International Southwest

Klinger Constructors, LLC

Lockheed Martin/Sandia National
Laboratories

Miller Stratvert, P.A.

New Mexico Bank & Trust

New Mexico Educators Federal
Credit Union

New Mexico Mutual

Qwest

Sandia Peak Ski & Tram
Company

As of 3/1/08
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