
A Taxing  
NAPS Dilemma 

 
 
 
 
 

 



Do you know your  
NAPS Branch Tax Status? 



How to check your  
NAPS Branch Tax Status 

• Call the IRS tax exempt section at:  

      (877) 829-5500 
 

• Write the IRS at:  
    Internal Revenue Service                                      

   TE/GE EO Determinations Office                     
   PO Box 2508                                                     
   Cincinnati OH 45201 
 



Why Become A  
Tax Exempt 501(c)(5)? 

• Tax-exempt organizations do not pay federal income taxes on 
revenue in excess of expenses 

   

• May not be required to pay State income taxes 
 

• Most financial institutions waive banking fees  
 

• IRS Form 990, 990-EZ or 990-N (ePostcard) may be simpler than 
annual Corporate Form 1120 or Partnership Form 1065, K-1 and 
Schedule E 
 

• If you do not choose to become tax-exempt then consider 
election as corporation over partnership 
 

 



Tax Exempt 501(c)(5) 
Responsibilities 

• Prior to 2007 tax filing not mandated for most non-
profits 

 

• In 2007 law changed - every non-profit had to file tax 
returns for 3 consecutive years 
 

• A non-profit (tax-exempt) organization that failed to 
file the required IRS 990, 990-EZ,  990-N (e-Postcard) 
for three consecutive years automatically lost its tax-
exempt status 
 

• After December 31, 2012 must reapply for non-profit 
 

http://www.irs.gov/charities/article/0,,id=217087,00.html
http://www.irs.gov/charities/article/0,,id=217087,00.html
http://www.irs.gov/charities/article/0,,id=217087,00.html


Tax Exempt 501(c)(5) 
Tax-exempt 

General Information 
 
• Majority of states do not allow 501(c)(5) tax-exempt  

organizations to avoid paying state sales tax                                   
(Check State rules) 
 

• Some state laws Non-Profit organization may not be sued 
 

• Tax Exempt 501(c)(5) organizations do not allow for tax 
deduction contributions 
 

• There is a cost to file for non-profit/tax exemption 
 
 



Cost to File for Tax Exemption 

• Internal Revenue Service charges the following 
User Fees: 
– $400 for an organization that has average gross 

receipts of less than $10,000 for the preceding 
four years 

 

– $850 for all other organizations 
 

• Most NAPS branches will fall in the $850 user 
fee category 



• Request an Employer Identification Number (EIN) if branch 
does not already have one   
 

• SS-4 – Application for Federal Employer Identification Number 
(EIN). May be requested online at www.irs.gov. Simplest way  
 

• This is a free service offered by the Internal Revenue Service 
  

• Check with your state if branch needs state number or charter  
  

• In the IRS “search” type EIN SS4.  Follow the instructions to 
apply on-line for EIN 

 

• May also apply by mail—a longer process  

Elect Tax Exempt/Non-Profit - Where to Start? 

First 

http://www.irs.gov/
http://www.irs.gov/businesses/small/article/0,,id=99021,00.html


Elect Tax Exempt/Non-Profit - Where to Start? 
www.irs.gov 
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Elect Tax Exempt/Non-Profit - Where to Start? 

Second 
• Form 1024 – Application for Recognition of 

Exemption Under Section 501 Available on-line 
– 18 page Form 
– Complete only Pages 1 thru 5 & 9  
– NAPS HQ template available 
– Mail all 18 pages 
– NAPS HQ helpful instructions at www.naps.org 

 
• Form 8718 – User Fee for Exempt Organizations 

Available on-line 
 



• Mail IRS Forms 1024 & 8718 & supporting documentation 
– Copy of Branch current Constitution & Bylaws  
– Copy of your Branch Articles of Incorporation (If applicable) 
– Copies of Branch Revenue & Expense Statements (Current Fiscal Year & 

past 3 years. (Matches Page 5/Form 1024) 
– Copy of minutes from 2 recent branch meetings 
– Copy of Branch newsletter (If applicable) 

 

• Sign and date forms by an officer of the organization 
 

• Mail Check/Money Order for User Fee payable to:                          
  United States Treasury 
 

Elect Tax Exempt/Non-Profit - Where to Start? 

Third 



Information Necessary to  
File for Exemption 

• Current ‘Year to Date’ general ledger or financial report 
for NAPS Branch 
 

• Three prior years of general ledger or financial report 
for NAPS Branch 
 

• Assets – Funds in Banks, Petty Cash, Investments, Fixed 
Assets (Value of Buildings, Vehicles, Furniture or 
Equipment, etc) 
 

• Liabilities – Money owed on debts or loans, etc. 



Information Necessary to  
File for Exemption 

• “In Care Of” person for Tax Matters 
 

• Address for future correspondence of the 
organization (PO Box not Acceptable) 
 

• All NAPS Branch Officers - Name, Address, 
Phone, Title, Annual Pay, Estimated Hours        
per week spent on NAPS activities 
 

• Dated copy of the current Constitution               
and Bylaws of the NAPS Branch 



• Dated copy of two previous newsletters of the 
NAPS Branch (If the branch prints a newsletter) 
 

• Dated copy of the minutes of two previous 
meetings of the NAPS Branch                                    
(If no newsletter is published) 
 

• Date the NAPS branch was formed or              
started (If not known contact NAPS HQ) 

 

Information Necessary to  
File for Exemption 



 
 
Internal Revenue Service 
PO Box 12192 
Covington KY  41012-0192  

 

Elect Tax Exempt/Non-Profit 

Where to Mail 
Tax-Exempt Documents? 



Tax Exempt/Non-Profit 
 

Your Branch is Approved 

Tax-Exempt/Non-Profit  

Now What? 



Annual IRS Filing Requirements  
• Tax Exempt Organizations are required to file one of the 

following Forms by the 15th day of the 5th Month at the end of 
branch Fiscal Year: 

• Form 990  
– Gross Receipts over $200,000 

 

• Form 990-EZ  
– Gross Receipts over $50,000 up                                              

to $200,000 
 

• Electronic Form 990-N (ePostcard) 

– Gross Receipts less than $50,000  
– Note: Annual NAPS DCO 1099 



Where to find 990 e-Postcard Help? www.irs.gov 





990-N (e-Postcard) 
 

: http://epostcard.form990.org. 
 

http://epostcard.form990.org/


Leave IRS Site 



How to file a 990 e-Postcard – Less than $50,000 in receipts 











Due Date of the e-Postcard 
 

• 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, 
the e-Postcard is due by May 15 of the following year  

  
 

• If the due date falls on a Saturday, Sunday, or legal 
holiday, the due date is the next business day   
 

 

• You cannot file the e-Postcard until                                 
after your Fiscal Year ends 

http://www.irs.gov/charities/article/0,,id=180867,00.html


Forms to File for State Income Tax 
• Tax-exempt/Non-Profit NAPS branches contact 

State Department of Revenue to determine income 
tax filing requirements. Each State is different. 
 

• Example 1:  IL Department of Revenue does not 
require a branch tax return to be filed, if NAPS 
Branch files a Federal 990 Form.  
 

• Example 2:  IL Department of Revenue                       
requires an IL 990-T to be completed if                                
a Federal 990-T is filed.  Note: 990-T only! 

 
 



File ! File! File!  Your Branch Taxes 
 

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. 
 
If you do not file your e-Postcard on time, the IRS may 
assess your branch a late fee.  
 

http://www.irs.gov/charities/article/0,,id=217087,00.html
http://www.irs.gov/charities/article/0,,id=217087,00.html


Don’t Panic. Get Started!  How? 
 

• Establish Branch Accounting Method 
 

• Manage Branch Records 
 

• Do financial audits & reports 
 

• Keep Branch Minutes 
 

• Establish/update Branch Constitution & Bylaws 
 

• Retain Branch Records 
 



Accounting Methods 

• Organizations may file annual returns on                                 
a Calendar Year basis or a Fiscal Year basis 
 

• Organization may maintain their books and                    
records on a Cash Method or an Accrual Method 
 

• Cash Method – record income when                          
received and expenses when paid 
 

• Accrual Method – record income when                         
earned and expenses when incurred 



Accounting Methods 

• Most NAPS branches maintain their records 
on a Calendar Year Basis 
– January 1 through December 31 

 
 

• Most NAPS branches maintain their records 
on a Cash Method of Accounting 
– Income received & expenses paid 



Managing Branch Records 
Maintain the following records on a manual  
general ledger or a computer accounting 
Program like Quickbooks: 
 

• Gross Receipts (DCO  Deposits – NAPS DCO 1099) 

• Items Purchased for Resale 
• Expenses 
• Employment Tax Records 
• Assets  
• Liabilities 

 



Record Retention 
Permanent Records  
 

• Applications for Tax Exempt Status                               
and Federal  Identification Numbers 
 

• The Determination Letter recognizing the 
Organizations Tax Exemption Status from                  
IRS and State Agencies 
 

• Organizations Constitution and Bylaws,             
including amendments or updates 

 



Records Retention 
Minimum Requirement 
 

• Income Tax Returns should be kept for three 
years plus the current year 
 

• General Ledgers and/or Financial Reports 
should be kept for three years plus                        
the current year 
 

• Records may be kept indefinitely                        
if the organization chooses  

 



Employment Records 
• Form 1099 must be issued to any Officer or Member who is 

compensated an amount of $600 or more per year 
 

• Form W-2 must be issued to any Officer or Member              
who is compensated as an employee of the Tax Exempt 
Organization, where taxes are withheld and transmitted  to 
the IRS 
 

• Reimbursements for expenses are                                         
exempt from this requirement 
 

• Stipend/Salaries/Gratuities for officers?         
– Be careful. 
– Stipend for reimbursement of incidental expenses? 



Reporting Changes to IRS 

• A Tax Exempt Organization that is required to file 
a Form 990 or Form 990-EZ must report name, 
address, structural and operational changes on its 
annual return 
 

• A Tax Exempt Organization that is only required 
to file an electronic Form 990-N, may report 
these type of changes by writing to:  
 

   Internal Revenue Service                                      
  TE/GE EO Determinations Office                     
  PO Box 2508                                                     
  Cincinnati OH 45201 



Change of In Care of Person 

• All organizations must have an “In Care Of” 
person and/or responsible person for tax 
matters: 

• Sign Tax Exempt Application Forms 
• Sign Annual Tax and Information Returns 

 

• “In Care Of” person should be one of the   
following individuals in each NAPS Branch: 

• President, Treasurer or Secretary or Secretary/Treasurer 



Change of Address or  
In Care Of Person 

Important Note: When Officers of NAPS Branches 
change, the following information must be reported 
to the Internal Revenue Service: 
 

• To change the address of the NAPS Branch for           
Tax Records – File IRS Form 8822 
 

• To change the name and address of the                    
“In Care Of” person for the NAPS Branch –           
File IRS Form 8822 



Un-Taxing the Dilemma 

Contact NAPS HQ Secretary/Treasurer: 
 

– To request a template/semi-completed                         
IRS Form 1024 
 

– For assistance in final completion of                                      
IRS Form 1024 
 

– With general inquiries/questions about IRS                   
Non-Profit & Tax-Exempt forms 
 

NAPS HQ recommends a branch contact tax professionals 
for all complicated tax issues related to branch tax filing. 
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