








Special Reports

addition, such filings must be searchable by certain
criteria, such as the name and location of the organi-
zation, directors, purposes, contributors, employers of
such contributors, expenditure recipients, amounts of
such contributions and expenditures, and time periods.

¢ Organizations that file Form 8871 or Form 8872 are
now subject to fraud penalties for willfully filing false
information.

V. Hypothetical Example

Suppose that the Irate Citizens PAC, a recipient committee
operating under its respective state disclosure rules, is not a
political committee of a state or local candidate or party entity.
It filed Form 8871 in 2000, and filed Forms 8872 until it
heard the news about HR 5596, whereupon it skipped filing
the post-election Form 8872 due December 5, 2002. The PAC
had also neglected to file the Form 8872 pre-election report
due October 24. The PAC believes that it now is a “qualified”
state or local political organization, although it did engage
in some federal activity (made contributions to federal can-
didates) in September 2002, before the fourth quarter began.
The PAC’s address and officers changed in 2001, but no
material changes occurred after November 2, 2002. What are
the PAC’s IRS filing obligations? Based on what we know
from the IRS at this time:

1. The PAC was entitled not to file the pre- and post-
election Forms 8872. If its last disqualifying activity was
in September, before the reporting period that began Oc-
tober 1, then it was “qualified” during the entire periods
covered by the pre-election (October 1-16) and post-elec-
tion (October 17- November 25) reports. The PAC can
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continue to avoid the filing of Form 8872 so long as it
remains “qualified.” To be qualified, of course, the PAC
must have filed comparable state disclosure reports cov-
ering these periods.

2. As to Form 8871, the new law requires filers to
amend Form 8871 within 30 days after a material change
occurs. Our recommendations for Irate Citizens PAC are:

¢ The PAC should file an amended Form '8871.

* On Line 9, the PAC should indicate that it is claiming
to be “qualified.” The PAC should then explain its
claim of exemption in Part III, Section 11 and report
an effective date on or before October 1, so that its
basis for not filing the pre- and post-election Forms
8872 is established.

¢ Because it is filing Form 8871 to record its claim to be
“qualified,” the PAC should review the entire form and
update any other items that may have changed —
address, officers, etc. — even though the changes oc-
curred before November 2, 2002.

3. As for Form 990, assuming the PAC’s fiscal year is
a calendar year, it was not “qualified” for the entire year
due to the federal activity in September, so it must file
Form 990 for 2002 unless its gross receipts are under
$25,000. For 2003, if it remains “qualified” for the whole
year, its Form 990 filing threshold is raised to $100,000.

4. The PAC must file Form 1120-POL if its taxable
income is more than $100 in any year.
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