




• applicable state law does not require one or more of
the following to be reported: contributions less than
$500; expenditures less than $800; occupation and em­
ployer information regarding contributors and expen­
diture recipients; the purpose of any expenditure; or
the date of any contribution or expenditure; or

• it makes de minimis errors in complying with the state
reporting or public inspection requirements, provided
that the organization corrects such errors within a rea­
sonable period of time.

The statutory amendments are silent as to the required
frequency of state reporting obligations necessary to meet
qualification (ii) above. For now, it seems safe to assume that
a difference between the state and federal reporting schedules
is irrelevant. The IRS has focused only on the content of the
required disclosure. A state or local political entity should
confirm that the state reporting requirements to which it is
subject meet qualification (ii).

Claiming QSLPO status. The new Form 8871 has a Line
9 on which an entity claims (or declines to claim) that it is
a qualified state or local political organization (a QSLPO).
How an organization should complete the Form 8871 depends
upon the effective date from which the organization is claim­
ing QSLPO status. Based on what we know from the ms at
this time, we advise as follows:

• Although the statute does not technically require an
organization to file an amended Form 8871 if it always
has met the requirements to be considered "qualified,"
or met the requirements prior to November 2, the best
practice is to file an amended Form 8871 in order to
inform the IRS that the entity is claiming QSLPO status.
In this case, the entity should not report its claim of
QSLPO status as a material change in Line 4b, because
the change occurred prior to November 2.

• If an organization was not a QSLPO before November
2 but met all of the requirements to be considered
"qualified" on or after November 2, it should file an
amended Form 8871, claim the exemption in Line 9,
and report the date upon which it became qualified as
a material change on Line 4b.

The current Form does not provide a specific entry for
reporting the date upon which the organization's claim of
exemption began (other than Line 4b, if the claim amounts
to a material change occurring on or after November 2).
However, an organization may explain its claim of QSLPO
status elsewhere on Form 8871, such as Part III, Line 11,
which allows for a narrative description of the purpose of the
organization. For instance, the organization may include in .
this section the following statement:

As of [date], [name of entity] met the definition of
a "qualified state or local political organization" under
Internal Revenue Code section 527(e)(5) and therefore
claims the benefits ofthat status for all reporting periods
beginning on or after such date.

An organization that has always met the definition may
report the above date as July 1,2000 and, as a result, has no
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Form 8872 filing obligations and no Form 990 return to file
for years in which its gross receipts are below $100,000. An
organization that meets this definition at any later time may
claim the filing exemption beginning with the reporting pe­
riod that starts on or after the date on which the organization
becomes "qualified."

In. Other Disclosure Requirements Changed

• Effective retroactively to July 1,2000, Form 8871 need
only be filed electronically; a duplicate filing in writing
is no longer required by statute. However, the ms does
require in practice that a filer print out, sign, and mail
in a "Declaration of Electronic Filing." The IRS re­
quires this step in order to provide a "jurat" as evidence
of the identity of the filer; therefore, until further notice,
the filer must submit this Declaration in order to com­
plete the electronic filing.

• QSLPOs and other entities required to file Form 8871
must file an amended Form 8871, reporting any mate­
rial change in the information previously reported, such
as a new address, no later than 30 days after such
material change. Terminating a committee and claim­
ing QSLPO status are also events that must be reported.
See the hypothetical example in Part V below.

• As mentioned above, no amended Form 8871 is re­
quired for changes occurring prior to November 2,
2002. For changes that first occurred prior to November
2 but continue thereafter (such as an address change),
an organization is not required to file an amended Form
8871. However, the organization should include cur­
rent and correct information on all lines at such time
as it is required to file an amended Form 8871 in the
future (e.g., upon a material change occurring on or
after November 2).

• Effective for filings due after December 2, 2002, a
political organization must include on its Form 8872
the date and purpose of each expenditure and the date
of each contribution, in addition to the amount of such
expenditures and contributions.

• Beginning June 30, 2003, organizations that have, or
reasonably expect to have, contributions or expendi­
tures exceeding $50,000 in a calendar year must file
electronically any Form 8872 pertaining to that year.

• Form 1120-POL income tax returns are no longer sub­
ject to public disclosure or inspection, effective retro­
actively to July 1,2000.

IV. Miscellaneous But Interesting

• The IRS now has power to waive any tax or amount
imposed on an organization after June 30, 2000, for
failing to comply with Form 8871 and Form 8872 filing
requirements, if the organization can demonstrate that
such failure was due to reasonable cause and not willful
neglect.

• Effective for reports due on or after June 30, 2003, the
IRS must post all Form 8871 and electronic Form 8872
filings on the Internet within 48 hours after filing. In
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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

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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