
REDESIGNED FORM 990: 
Return of Organization Exempt 

from Income Tax

On December 20, 2007, the IRS released the final
version of the completely redesigned Form 990, Return
of Organization Exempt from Income Tax, the form
which is filed by public charities and other tax-exempt
organizations.  According to the IRS, the new form is
redesigned based on three guiding principles:
enhancing transparency, promoting tax compliance, and
minimizing the burden on the filing organization.

Despite its intention to decrease the burden on the filer,
the IRS did acknowledge that organizations with
complicated compensation arrangements, related entity
structures, and activities that raise compliance concerns
can expect to see an increase in the effort required to
complete the form.  This increase could be significant in
some cases.

At the writing of this issue of PKF Perspectives, the
IRS has yet to release the filing instructions for this new
Form 990.

New Form Effective for 2008 and Later Tax Years

The new Form 990 will be effective for 2008 tax years
(returns filed beginning in 2009).  However, special
transition rules apply for 2008 and 2009:

• Most organizations with gross receipts less than
$1,000,000 and total assets less than $2,500,000
may choose to file the new Form 990 or Form 990-
EZ for the 2008 tax year.

• Similarly, most organizations with gross receipts
less than $500,000 and total assets less than
$1,250,000 may choose to file the new Form 990 or
Form 990-EZ for the 2009 tax year.

Beginning with the 2010 tax year, the Form 990-EZ
thresholds will be permanently set at $200,000 gross
receipts and $500,000 total assets.

In addition, special transition rules are available for
organizations that must file the form’s new hospital and
tax-exempt bond schedules.

Small tax-exempt organizations whose gross receipts
are normally $25,000 or less may be required to
electronically submit Form 990-N, also known as the e-
Postcard.  The e-Postcard is required for tax year 2007
(filed for the first time in 2008).  Starting with the 2010
tax year, the e-Postcard threshold will be increased to
$50,000.

Significant Changes in the New Form

The new Form 990 consists of an 11-page core form
that must be completed by each Form 990 filer.  In
addition, the form’s 16 schedules are designed to
require reporting of information only from those
organizations that conduct particular activities.

Each organization that files the new form must
complete all portions of the core form (Parts I through
XI).  By completing Part IV, Checklist of Required
Schedules, the organization will be able to determine
which schedules, if any, it must complete.

Major changes include:

• a front page summary that provides a snapshot of
key financial and operating information, 

• a governance section, and 
• revised compensation and related organization

reporting.

In order to increase reporting compliance, the new form
replaces existing “unstructured attachments” with formal
schedules.

Other schedules were added for foreign activities, non-
cash contributions, hospitals and tax-exempt bonds, to
collect information not required by the current form.



New Form Enhances Transparency

The summary page of the new form provides a
snapshot of key financial and operating information, and
displays a two-year comparison of summary financial
information of the organization.  

Immediately following the summary page, the new core
form requires a description of the organization’s
program service accomplishments to provide context
before the user proceeds to sections on tax compliance,
governance, compensation, and financial statements. 

The Checklist of Required Schedules also provides
a quick view of whether the filing organization is
conducting activities that raise tax compliance
concerns, such as lobbying or political campaign
activities, transactions with interested persons, and/or
major dispositions of assets.

New Form Promotes Tax Compliance

The transformation of unscheduled attachments in the
current form to formal schedules in the new form
promotes uniform and complete reporting of requested
information.  Major modifications to reporting of
compensation and related organization activities will
provide more complete information regarding
complicated compensation and financial arrangements
that may raise concerns about private inurement,
excess benefit, and private benefit.  

The new schedules for foreign activities, hospitals and
tax-exempt bonds will provide new information about
how an organization conducts activities consistently
with its exempt purpose.  

The schedule for non-cash contributions will notify the
IRS which organizations are receiving various types of
non-cash contributions, allowing it to more closely
scrutinize particular types of contributions for
compliance with valuation and charitable deduction
requirements.

What Should Exempt Organizations Do Now?

Although the success of the IRS goal of burden
minimization to the taxpayers may be questionable,
exempt organizations should take time now to become
familiar with the new form and assess their policies and
procedures in light of its requirements.  We know at the
present time that the new form and schedules require

exempt organizations to provide considerably more
information about internal polices and practices than
has been previously required.  Therefore, even though
the 2009 filing season may seem far away, exempt
organizations may wish to do the following: 

• Review and, if necessary, revise their governance
policies and practices.

• As appropriate, adopt policies and procedures to
address issues covered in the new form, such as
whistle blowers, document retention and
compensation.

• Develop and implement new internal tracking and
reporting procedures to capture relevant information.

• Brief the executive team and governing body about
the changes to Form 990 and any operational
changes required to complete it.

" " "

The new Form 990 can be viewed (although in "draft"
form as it cannot be used at this time) by following the
links at www.irs.gov/eo.  As previously stated, the IRS
has yet to release the filing instructions for the new
Form 990.  We are closely monitoring developments in
this area.  In the meantime, if we can assist our not-for-
profit clients in preparing for the requirements of the
new form or if you have any questions in this regard,
please do not hesitate to contact us.

Items in this publication should not be considered official statements
of position, nor advice for individuals or organizations without
consulting a professional advisor.  This information is not intended to
be, nor can it be, used by any taxpayer for the purpose of avoiding
tax penalties.  For more information, please contact tax directors Leo
Parmegiani or Joe Lee or the director in charge of your account.
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