
REDESIGNED FORM 990: Return of Organization
Exempt from Income Tax - Near Finalization

... now is the time to act ...

On August 19, 2008, the IRS released revised
instructions for the redesigned Form 990, Return of
Organization Exempt from Income Tax (2008 Form
990) for the 2008 tax year (returns filed in 2009).  The
form consists of an 11-page, 11-part core form and
schedules to be completed by organizations that satisfy
the applicable requirements for each schedule.

The August release of the instructions is stamped “draft”
because the process of review by IRS Forms and
Publications has not as yet been completed.  The IRS has
released the instructions now in order for organizations
and practitioners to review the expected content of the
final instructions and prepare for the 2009 filing season.

The final version of the Form 990 (2008) and
instructions are not expected to be released until late
2008. They will contain changes in wording and
format; however, the IRS intends that there will be no
significant changes.

Why the Redesign?

Form 990 had not been significantly revised since 1979
and was in need of a major overhaul.  It:

• failed to reflect the changes in the law and the
increasing size, diversity, and complexity of the
exempt sector;

• no longer adequately served the Service’s tax
compliance interests or met the transparency
and accountability needs of the states, the
public, and communities served by the
organizations.

The IRS extensively revised the format and content of the
form based on three guiding principles: (1) enhancing
transparency, (2) promoting tax compliance, and (3)
minimizing burden on the filing organization.

Some of the major features of the new form include a new
summary page, a new governance section, enhanced
reporting of executive compensation and an organization’s
relationships with insiders and other organizations, and
new reporting for non-cash contributions, foreign activities,
tax-exempt bonds, and hospitals.

Summary of Changes from April 2008 Draft Instruc-
tions

The revised instructions include many changes to provide
greater clarity and include additional examples to illustrate
key points, reduce information gathering and reporting
burden in certain key areas, and establish or revise
definitions or standards.

In addition, the terms included in the Glossary are
highlighted in bold in the instructions, generally at the first
place the term appears in a line item instruction.  The
definition in the Glossary generally is not repeated in the
text of the instructions.

The Public’s Comments in the Redesign Process

The IRS considered hundreds of comments in its redesign
of this form that covered a wide array of topics, including
format, structure, content, and implementation concerns.
Such comments included:

• reorder the core form to allow organizations to
report on their mission and exempt activities at
the beginning of the form

• provide ample opportunities for narrative
explanations and supplemental information to
explain an organization’s operations and
responses

• assure that the summary page focuses on
information that is objective and not judgmental

• explain that the form’s governance section asks
questions about policies, procedures and
practices that are not legally required by federal
tax laws

• to the extent possible, protect the safety,
security and privacy of individuals and others
for which reporting is required

• minimize reporting burden whenever possible

• provide organizations time to modify reporting
systems and adapt to the new form



Allowing Organizations to Tell Their Story

Commentators consistently asked that the organization be
allowed to “tell its story” up front and throughout the form.
The 2008 Form 990 adopts these recommendations.  

• A new summary page provides a snapshot of
financial, governance, and operational
information, including a 2-year comparison of
key financial data

• The Statement of Program Service
Accomplishments is relocated to immediately
follow the summary page

• Numerous opportunities are provided
throughout the form and schedules for
organizations to provide narrative information,
and 

• Schedule O, Supplemental Information to Form
990, was added to allow organizations to
supplement responses provided elsewhere on
the form

New Governance Section

The new Form 990 includes a section on governance,
which consists of three parts – (1) composition of the
organization’s governing body, (2)  its governance and
management policies, and (3) its disclosure practices.  

The section’s heading and related instructions explain that
this section asks information about policies and practices
that are not required by federal tax law.  The instructions
also explain that an organization should consider its own
facts and circumstances, including its size, type and
culture, when considering whether to adopt or revise its
policies and practices.

At a speech earlier this year before the Georgetown
Seminar Exempt Organizations Panel on Nonprofit
Governance, Steven T. Miller, IRS Commissioner—Tax
Exempt and Government Entities, said:

I believe that poor governance leads to wasted assets,
and loss of public trust in the sector.  For us to ignore
these realities would be shirking our responsibility, our
obligation, to assure that assets are used for exempt
purposes, and that the billions of dollars of federal tax
subsidies Congress has authorized are well spent.

You can argue that the states can do this work.  You
can argue the sector can do this work.  Both can and

should help, but at the end of the day, the Service has
a robust role to play as well.

Part VI, Governance, Management, and Disclosure,  of the
Core Form asks, in part, for the following information as of
the end of the organization’s tax year:

• Number of independent voting members of the
governing body

• Relationships (family or business) among
officers, directors, trustees, or key employees

• Delegation of management to a management
company

• If changes in organizational documents
occurred

• If material diversion of assets occurred

• If organized as a stock corporation, joint-stock
company, partnership, joint venture, or limited
liability company

• If one or more persons (other than the
governing body itself) has the right to elect or
appoint one or more persons of the
organization’s governing body

• If meetings are contemporaneously docu-
mented

• If there are local chapters, branches or affiliates
and policies and procedures governing them

• If the governing body reviews Form 990

Part VI also asks, in part,  if the organization had as of the
end of its tax year the following policies:

• Conflict of interest policy, including annual
disclosure of interests and enforcement

• Whistleblower and document retention policies

• Process for determining compensation of
certain individuals

• Joint venture policy

The following disclosures are requested:

• Form 990 filings in states



• Public availability of Forms 1023/1024 (Appli-
cation for Recognition of Exemption), 990 and
990-T

• Public availability of other documents, e.g.
conflict of interest policy, financial statements,
etc.

• Location of books and records

Reporting of Compensation and Insider Transactions

The 2008 form significantly revises the reporting of
executive compensation and transactions with interested
persons.  

As was the case in prior years, all organizations must list
their officers, directors, trustees, and key employees,
regardless of whether they were compensated, and report
compensation paid by the organization and related
organizations to such persons.  The 2008 instructions
provide new definitions of these terms, so reporting of
particular persons may differ from 2007 and earlier years.

In addition, the 2008 form extends the reporting of
compensation paid to the organization’s five highest
compensated individuals, and five highest paid
independent contractors, beyond charities (as was
previously the case) to all filing organizations.  The
reporting threshold for the top five highest compensated
employees and highest paid independent contractors was
raised from $50,000 to $100,000.  

Compensation reporting for most organizations has been
simplified by requiring compensation to be reported based
on the amounts reported in Form W-2 or Form 1099-
MISC.  Certain compensation not reported on those forms,
such as retirement plan and health benefits, and deferred
compensation, must also be reported on the Form 990.  In
general, those organizations that pay compensation
greater than $150,000 to a person required to be listed in
the core form must provide additional compensation detail
and information in Schedule J, Compensation Information.

The new form revises the reporting of transactions
between the organization and certain interested persons.
This information must be described in new Schedule L,
Transactions With Interested Persons, which requires
reporting of excess benefit transactions, loans, grants and
other financial assistance, and business transactions
involving interested persons.

More Schedules, Fewer Attachments

The 2008 Form 990 has 16 schedules which are to be
completed only by those organizations that engage in
activities for which reporting is required.  

Many of these schedules replace “unstructured
attachments” which were required by the old form.  Some
of these schedules replace parts of the 2007 Schedule A,
Organization Exempt Under Section 501(c)(3), which has
been streamlined to focus exclusively on an organization’s
public charity status and public support.  

Organizations that previously filed Schedule A should
review the filing requirements for new Schedules A, C, E,
and R, to determine whether they must complete any of
these schedules.  Other new schedules include: 

• Schedule C, Political Campaign and Lobbying
Activities;

• Schedule F, Statement of Activities Outside the
United States; 

• Schedule H, Hospitals; 

• Schedule K, Supplemental Information on Tax-
Exempt Bonds; 

• Schedule M, Noncash Contributions; and 

• Schedule R, Related Organizations and
Unrelated Partnerships.

Financial Information

The redesigned form will have some changes as to how
revenues and functional expenses are classified and
reported.  Some of the new reporting categories may differ
from standard nonprofit accounting classifications.
Therefore, account classifications within an organization’s
accounting system may have to be revised to report the
relevant information. 

Minimizing the Reporting Burden

The 2008 form has eliminated, or revised, reporting of
many items to reduce reporting burden for many
organizations.  This is accomplished through use of
reporting thresholds and exceptions, reporting by type
rather than by transaction in some cases, and the
elimination of attachments or schedules in others.  

The various tools contained in the new instructions, such
as the glossary and sequencing list, also should help
minimize reporting burden associated with the new form.

Increased Form 990-EZ Filing Amounts - Transition
Rules

To address the sector’s transition concerns, the 2008
Form 990 will be phased-in over three years.  This will be
accomplished by allowing significant numbers of small



organizations to file the Form 990-EZ, rather than the new
Form 990, for 2008 and 2009.  

Beginning with 2008 tax years, an organization may file a
Form 990-EZ (rather than a Form 990) if it satisfies both
the gross receipts and assets tests set forth in this table.

Gross
Receipts

Assets

2008 tax year (filed in 2009) > $25,000 and
< $1 million

< $2.5 million

2009 tax year (filed in 2010) > $25,000 and
< $500,000

< $1.25 million

2010 and later tax years > $50,000 and
< $200,000

< $500,000

These adjustments to the Form 990-EZ filing amounts will
increase the percentage of organizations eligible to file a
Form 990-EZ from 41% in 2007 to approximately 76% for
the 2008 tax year.

Transition Relief for Schedules for Hospitals and Tax
Exempt Bonds

Schedule H, Hospitals, and Schedule K, Supplemental
Information on Tax-Exempt Bonds, require significantly
more reporting in these areas.  Organizations required to
complete either of these schedules for 2008 are only
required to complete one part for each schedule: Part V,
Facility Information, for Schedule H, and Part I, Bond
Issues, for Schedule K.  The other parts of these
schedules are optional for 2008, but are required
beginning with 2009 tax years.

Next Steps

Organizations that are eligible to file the 2008 Form 990-
EZ in lieu of the 2008 Form 990 should be reviewing the
revised Form 990-EZ, including Schedules A, B, C, E, G,
L and N, which may be required of some organizations.  

Organizations that must file the 2008 Form 990 should
begin reviewing the new form and instructions.
Preparation by such organizations in advance of the 2009
filing season should include, among other things, the
following steps:

• identifying the organization’s related organ-
izations required to be listed on Schedule R

• identifying the organization’s officers, directors,
trustees, and potential key employees and top
5 highest compensated employees

• reviewing the new governance questions, which
generally must be answered based on policies
and practices in place on or before the last day
of the 2008 tax year

• identifying the schedules the organization will
likely be required to complete

The new form continues to allow reporting on a group
return basis.  Groups should review Appendix E, Group
Returns, Reporting Information on Behalf of a Group, for
a description of the new form’s group return reporting
requirements.

Where to Go for Assistance

Background documents summarizing the changes made
to the April 2008 draft instructions and comparing the 2007
and 2008 forms and instructions are available on the IRS
website at www.irs.gov.

We at PKF are committed to making your organization’s
transition to the new Form 990 smooth and efficient.  We
work with a broad spectrum of not-for-profit organizations,
including associations, churches, foundations, etc.  We
recognize the special needs of these groups and are
available to appear before boards, committees and other
interested parties to provide information and answer
questions relating to the new Form 990, as well as relating
to operations and management.

If you are currently a client of PKF and require special help
in conforming with the new IRS directives, please contact
the director in charge of your account to discuss your
needs.  If you are interested in learning more about PKF
and the services it provides, please contact Tom
Sorrentino, Chairman of PKF’s Not-for-Profit Committee.

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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