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Unless action is taken by October 15, 2010,
there are currently 321,291 nonprofit orga-
nizations that will lose their exemption from
federal income tax. In 2007, the IRS set out
to improve compliance and accountability
of nonprofits by, among other things, revis-
ing IRS Form 990, the “Return of Organiza-
tion Exempt From Income Tax,” a document
submitted by nonprofits that have been
determined by IRS to be exempt from fed-
eral income tax. This form provides the IRS,
and the general public, financial and other
information about nonprofits.

One of the most significant changes
made by IRS relates to filing obligations of
numerous “small” organizations. Prior to
2007, organizations with income (including
donations) that was less than $25,000 had
no filing obligations. However, beginning
with the year 2007, even these organiza-
tions became subject to filing obligations.

In the past, the consequence for failing
to comply with the prescribed filing require-
ments was typically a large penalty, often
reduced as long as there was reasonable
cause for the failure to file. Under the new
provisions, small organizations that fail to
comply with the filing requirements for 3 con-
secutive years will now face automatic revo-
cation of the organization’s exempt status.
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In order to communicate the gravity of
this situation, the IRS has posted on its
website, a list of organizations that are at
risk of losing their exempt status for failure
to file the required returns for 2007, 2008
and 2009. The IRS also is “providing one-
time relief that will allow small exempt orga-
nizations to come back into compliance and
retain their tax-exempt status even though
they failed to file for three consecutive
years.” This relief will expire on October 15,
2010. Those organizations still not in com-
pliance will lose their exemption and will be
required to reapply with the IRS to regain
that status.

If you are involved in a nonprofit, you
may want to check the list of organizations
to ensure that your organization is not in
jeopardy of losing its tax exemption for fail-
ure to file its returns.

Our firm’s Tax-Exempt Organizations
Practice Group works closely with nonprofit
organizations in complying with the myriad
federal, state and local filing obligations
and related compliance issues. For further
information concerning our representation
of nonprofit organizations please contact
any member of our Tax-Exempt Organiza-
tions Practice Group.
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This advisory is for guidance only and is not intended to be a substitute for specific legal advice. If you would like further
information, please contact the Edwards Angell Palmer & Dodge LLP attorney responsible for your matters or one of the

attorneys listed below:

Andrew M. Grumet, Partner
Daryl ). Lapp, Partner

212.912.2753
617.239.0174
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This advisory is published by Edwards Angell Palmer & Dodge for the benefit of clients, friends and fellow professionals on matters of interest. The
information contained herein is not to be construed as legal advice or opinion. We provide such advice or opinion only after being engaged to do so with
respect to particular facts and circumstances. The Firm is not authorized under the UK Financial Services and Markets Act 2000 to offer UK investment
services to clients. In certain circumstances, as members of the Law Society of England and Wales, we are able to provide these investment services
if they are an incidental part of the professional services we have been engaged to provide.

Please note that your contact details, which may have been used to provide this bulletin to you, will be used for communications with you only. If you
would prefer to discontinue receiving information from the Firm, or wish that we not contact you for any purpose other than to receive future issues of
this bulletin, please contact us at contactus@eapdlaw.com.

© 2010 Edwards Angell Palmer & Dodge LLP a Delaware limited liability partnership including professional corporations and Edwards Angell Palmer & Dodge
UK LLP a limited liability partnership registered in England (registered number 0C333092) and regulated by the Solicitors Regulation Authority.

Disclosure required under U.S. Circular 230: Edwards Angell Palmer & Dodge LLP informs you that any tax advice contained in this communication,
including any attachments, was not intended or written to be used, and cannot be used, for the purpose of avoiding federal tax related penalties, or
promoting, marketing or recommending to another party any transaction or matter addressed herein.

ATTORNEY ADVERTISING: This publication may be considered “advertising material” under the rules of professional conduct governing attorneys in
some states. The hiring of an attorney is an important decision that should not be based solely on advertisements. Prior results do not guarantee
similar outcomes.

EDWARDS
ANGELL
PALMER&
DODGE

eapdlaw.com




