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Many nonprofits have gross receipts (such as income from donations and 
membership dues) that do not exceed $5,000 annually.1  What forms must these 
small (and even larger) nonprofits file under federal and state statutes in order to 
be considered tax-exempt?  What reporting obligations do they have?  What 
other tax issues should they consider?  Read on to learn!   
 
 
1.   If an organization normally raises no more than $5,000 annually in 

donations and other sources of income (“gross receipts”), can it 
automatically be tax-exempt under the Internal Revenue Code? 

 
Yes.  As long as the organization meets all the requirements of Section 501(c)(3) 
of the Internal Revenue Code, it is considered a tax-exempt organization.  It can 
accept tax-exempt contributions, and donors to the organization can claim 
deductions for their donations on their own income tax returns based on the 
organization’s acknowledgement that the donations are deductible.   
 
Some organizations of this size opt to file for official tax-exempt status by 
submitting Form 1023 or Form 1023-EZ (if the organization expects annual gross 
receipts not to exceed $50,000) to the IRS in order to receive an IRS 
Determination Letter stating that the organization is tax-exempt.  Doing so allows 
the organization to provide potential contributors with written assurance that the 
organization is tax-exempt.   
 
If a charity ends the year with gross receipts greater than $5,000, it likely will 
need to file Form 1023 or Form 1023-EZ within 90 days of the end of its tax year 

                                                 
1  This article addresses issues related solely to public charities established under 

Section 501(c)(3) of the Internal Revenue Code.  Special rules relating to (1) public 
charities covered by a group exemption and (2) religious organizations are not 
discussed in this article.  

 

https://www.pay.gov/public/form/start/704509645
https://www.pay.gov/public/form/start/62759871
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in order to retain its Section 501(c)(3) tax-exempt status.  “Gross receipts” are 
the total amount the nonprofit received from all sources during its annual 
accounting period, without subtracting any costs or expenses.  See Gross 
Receipts Test - Section 501(c)(3) Exemption Application for additional details and 
exceptions. 
 
Note that once a small nonprofit decides to file for exempt status, it must meet 
additional tests to qualify as a public charity.  These requirements are set forth in 
the Instructions for Form 1023 and the Instructions for Form 1023-EZ.  Both 
forms must be filed electronically. 
 
For a more detailed discussion of how this works, see IRS Publication 557, Tax-
Exempt Status for Your Organization. 
 
 
2.   Must a nonprofit that earns no more than $5,000 in gross receipts file 

annual informational returns with the IRS? 
 
Yes.  Nonprofits that normally have annual gross receipts of $50,000 or less, and 
elect not to file Form 990 or Form 990-EZ, are required to file an annual 
electronic notice (e-Postcard), known as Form 990-N.  See Annual Electronic 
Filing Requirement for Small Exempt Organizations — Form 990-N (e-Postcard).  
There is no charge for filing Form 990-N and the IRS estimates that it takes an 
average of ten minutes or less to file.  Form 990-N must be filed electronically.  
The form requires basic information, such as the organization’s name and 
address and EIN (employer identification number).  If the organization does not 
have an EIN, it can apply for one on the IRS website. 
 
If a nonprofit has annual gross receipts in excess of $50,000, it must file 
either Form 990-EZ or Form 990.  See the IRS’s Which Forms Do Exempt 
Organizations File?  For tax years 2021 and thereafter, both forms must be filed 
electronically.  See the Instructions for Form 990 and the Instructions for Form 
990-EZ. 
 
Regardless of which form is used, it must be filed by no later than the fifteenth 
day of the fifth month after the close of the nonprofit’s tax year. 
 
Note that a nonprofit that has an application for tax-exempt status pending with 
the IRS must timely file a Form 990, Form 990-EZ, or Form 990-N. 
 
If a nonprofit fails to file a Form 990, Form 990-EZ, or Form 990-N for three 
consecutive years, its federal tax-exempt status will be automatically revoked 
effective as of the due date of the third required annual filing.  From the date of 
revocation, the nonprofit would be obligated to pay income taxes on its revenues 
and its donors will lose their charitable contribution deduction on Form 1040, 
which might result in the nonprofit losing donors.  See the IRS’s Revoked? 
Reinstated? Learn More.  The nonprofit might also lose its sales tax exemption.  

https://www.irs.gov/charities-non-profits/charitable-organizations/gross-receipts-test-section-501c3-exemption-application
https://www.irs.gov/charities-non-profits/charitable-organizations/gross-receipts-test-section-501c3-exemption-application
https://www.irs.gov/pub/irs-pdf/i1023.pdf
https://www.irs.gov/pub/irs-pdf/i1023ez.pdf
https://www.irs.gov/pub/irs-pdf/p557.pdf
https://www.irs.gov/pub/irs-pdf/p557.pdf
https://www.irs.gov/pub/irs-pdf/f990.pdf
https://www.irs.gov/pub/irs-pdf/f990ez.pdf
https://www.irs.gov/Charities-&-Non-Profits/Annual-Electronic-Filing-Requirement-for-Small-Exempt-Organizations-Form-990-N-e-Postcard
https://www.irs.gov/charities-non-profits/annual-electronic-filing-requirement-for-small-exempt-organizations-form-990-n-e-postcard
https://www.irs.gov/charities-non-profits/annual-electronic-filing-requirement-for-small-exempt-organizations-form-990-n-e-postcard
https://www.irs.gov/businesses/small-businesses-self-employed/apply-for-an-employer-identification-number-ein-online
https://www.irs.gov/pub/irs-pdf/f990ez.pdf
https://www.irs.gov/pub/irs-pdf/f990.pdf
https://www.irs.gov/charities-non-profits/form-990-series-which-forms-do-exempt-organizations-file-filing-phase-in
https://www.irs.gov/charities-non-profits/form-990-series-which-forms-do-exempt-organizations-file-filing-phase-in
https://www.irs.gov/pub/irs-pdf/i990.pdf
https://www.irs.gov/pub/irs-pdf/i990ez.pdf
https://www.irs.gov/pub/irs-pdf/i990ez.pdf
https://www.irs.gov/Charities-&-Non-Profits/Automatic-Revocation-of-Exemption
https://www.irs.gov/Charities-&-Non-Profits/Automatic-Revocation-of-Exemption
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See the New Jersey Division of Taxation’s Exempt Organization Certificate Form 
ST-5. 
 
As a result of the 2019 Taxpayer First Act, if a nonprofit’s second of the three 
consecutive 990s is required to be filed after December 31, 2019 and the first 
and second 990s have not been filed in a timely manner, the IRS must notify the 
nonprofit that (1) it has not filed a required 990 for two consecutive years and (2) 
its tax-exempt status will be automatically revoked if a 990 is not filed by the due 
date for the third year.  In order to obtain such notices from the IRS, nonprofits 
will need to make sure the IRS has their current contact information. 
 
 
3.    Are there other taxes that small nonprofits should be aware of? 
 
Yes.  The tax-exempt designation from the IRS provides exemption only from 
federal income tax.   A tax-exempt nonprofit that has employees will be liable for 
paying and withholding federal and state payroll taxes.  See the 
IRS’s Employment Taxes for Exempt Organizations. 
 
In addition, if an organization is engaged in an unrelated trade or business, such 
as selling items that are not linked to the nonprofit’s mission, it might be required 
to pay unrelated business income tax (“UBIT”), make quarterly estimated tax 
payments, and file Form 990-T.  See IRS Publication 598, Tax on Unrelated 
Business Income of Exempt Organizations.  
 
Moreover, a nonprofit might also have to pay and/or collect state sales tax.   
 
 
4.   If a small nonprofit organization wants to be exempt from paying and 

collecting New Jersey sales tax, what does it need to do? 
 
In order to be exempt from paying sales tax, a nonprofit must obtain a Form ST-
5.  This requires submitting a completed REG-1E Application for ST-5 Exempt 
Organization Certificate, along with copies of the organization’s IRS Tax-Exempt 
Determination Letter, certificate of incorporation, and bylaws.   
 
The New Jersey Division of Taxation’s website includes detailed guidance, 
including an explanation regarding what sales activities of a nonprofit do not 
require the collection of sales tax.  For more information, see Pro Bono 
Partnership’s article, Nonprofits and Sales Tax: A Guide to Exemptions in 
Connecticut, New Jersey and New York.  
 
 
5.   Is a small nonprofit organization required to file corporation business 

tax returns with New Jersey’s revenue or taxation authority? 
 
No.  The website of the New Jersey Department of the Treasury’s Division of 
Taxation states: “If your organization is properly incorporated as and operated as 

https://www.state.nj.us/treasury/taxation/pdf/pubs/sales/st5.pdf
https://www.state.nj.us/treasury/taxation/pdf/pubs/sales/st5.pdf
https://www.congress.gov/bill/116th-congress/house-bill/3151/text#toc-H929C33DDC2B64C50B90092230178743F
https://www.irs.gov/Charities-&-Non-Profits/Employment-Taxes-for-Exempt-Organizations
https://www.irs.gov/pub/irs-pdf/f990t.pdf
https://www.irs.gov/pub/irs-pdf/p598.pdf
https://www.irs.gov/pub/irs-pdf/p598.pdf
https://www.state.nj.us/treasury/taxation/pdf/other_forms/sales/reg1e.pdf
https://www.state.nj.us/treasury/taxation/pdf/other_forms/sales/reg1e.pdf
https://www.state.nj.us/treasury/taxation/st5excert.shtml
https://www.probonopartner.org/publications/nonprofits-sales-tax-guide
https://www.probonopartner.org/publications/nonprofits-sales-tax-guide
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a nonprofit corporation, your organization is exempt from the New Jersey 
corporation business tax without any exemption letter.  Unless the corporation’s 
operations or activities make the taxpayer a profit-making corporation, no further 
corporation business tax returns or Federal returns are required to be filed with 
the Division of Taxation.”  For more information, see the Division of 
Taxation’s Nonprofit Corporations. 
 
 
6.   Are there any filing requirements in order for a nonprofit’s real estate 

to be exempt from municipal property tax? 
 
Yes.  In order for real estate owned and actually used by a nonprofit for its 
charitable mission to be exempt from property tax, the nonprofit must file with the 
municipality: 
 

• An Initial Statement of Organization Claiming Property Tax Exemption.  
The Initial Statement must be filed by no later than November 1 of the 
year prior to the year in which the property tax exemption would become 
effective.  The nonprofit must have owned the property by no later than 
October 1 of the prior year. 
 

• A Further Statement of Organization Claiming Property Tax Exemption 
every three years after the year in which the initial application for 
exemption was approved, by no later than November 1.  The Further 
Statement reaffirms that the exemption granted for past years should 
remain in effect.  Municipal tax assessors normally mail a blank Further 
Statement to nonprofits in advance of the filing deadline.  An assessor’s 
failure to do so doesn’t excuse a nonprofit from filing the Further 
Statement on time. 

 
 
7.   What are the state fundraising registration requirements for small tax-

exempt nonprofits? 
 
Charities that do not receive gross contributions (as opposed to gross receipts) of 
more than $10,000 during their fiscal years are exempt from having to register 
with the Charities Registration Section of the New Jersey Division of Consumer 
Affairs if all functions and fund raising activities are done by the nonprofit’s 
volunteers, members, officers, or persons who are not compensated for soliciting 
contributions.  The Charities Registration Section has informally stated that the 
exemption from registration also applies when the fundraising is done by bona 
fide salaried officers and employees of the nonprofit and no more than $10,000 in 
gross contributions is raised annually.   
 
Even if a nonprofit qualifies for the exemption from the registration requirement, 
we recommend that the nonprofit register in order to avoid failing to register at a 
later date when it crosses the $10,000 threshold.  Note that the $10,000 
threshold includes contributions received nationwide by the nonprofit. 

https://www.state.nj.us/treasury/taxation/exemptcbt.shtml
https://www.state.nj.us/treasury/taxation/pdf/other_forms/lpt/initialstment.pdf
https://www.state.nj.us/treasury/taxation/pdf/other_forms/lpt/further.pdf
https://www.njconsumeraffairs.gov/charities/Pages/default.aspx
https://www.njconsumeraffairs.gov/charities/Pages/default.aspx


 5 

 
Thereafter, a registered nonprofit must file an annual report with the Charities 
Registration Section.  If a nonprofit isn’t sure whether it is registered with the 
Section, it can do a search at https://njconsumeraffairs.state.nj.us/public-charity-
search-results.2 
 
To learn more about charities registration in New Jersey and other states, see 
the following four publications on the Partnership’s website: 
 

• Charitable Registration in New Jersey, which also includes a discussion of 
the registration requirements when a nonprofit conducts games of chance, 
such as raffles and bingo. 
 

• Charitable Registration in Connecticut.  
 

• Charitable Registration in New York.  
 

• Summary Survey of State Charity Registration Requirements, which 
overviews the registration requirements in the District of Columbia, Puerto 
Rico, and the 41 states that require registration by organizations that 
engage in charitable solicitations in those jurisdictions. 

 
 
8.   Are there any other annual filing requirements with New Jersey in 

order to keep a charity’s nonprofit status active? 
 
In order to retain its corporate (and nonprofit status) with New Jersey, a charity 
must electronically file an annual report with the New Jersey Division of Revenue 
and Enterprise Services (within the New Jersey Department of the Treasury).  
The annual report must be filed by the last day of the anniversary month of the 
nonprofit’s incorporation in New Jersey.  If a nonprofit doesn’t know in what 
month it was incorporated, it can find that information by going 
to https://www.njportal.com/DOR/businessrecords; selecting “Business Entity 
Documents” and then “Business Name”; entering the first one or two words of the 
nonprofit’s name; and clicking “Continue.”3  For more information, see the 
Division of Revenue’s Online Annual Reports and Change Services web page. 
 
Pursuant to a provision of the New Jersey Nonprofit Corporation Act (see 
N.J.S.A. 15A:4-5(c)), failure to file an annual report for two consecutive years 

                                                 
2  For an illustration of what information can be found by doing a search, see The Pro 

Bono Partnership Pundit: Sorting Through the Dreaded 501(c)(3) Reporting 
Obligations. 

 
3  For an illustration of what information can be found by following these steps, see The 

Pro Bono Partnership Pundit: Sorting Through the Dreaded 501(c)(3) Reporting 
Obligations. 

 

https://njconsumeraffairs.state.nj.us/public-charity-search-results
https://njconsumeraffairs.state.nj.us/public-charity-search-results
https://www.probonopartner.org/publications/charitable-registration-new-jersey/
https://www.probonopartner.org/publications/charitableregistrationinconnecticut
https://www.probonopartner.org/publications/charitable-registration-new-york
https://www.probonopartner.org/publications/summary-survey-state-charity-registration-requirements/
https://www.njportal.com/DOR/businessrecords
https://www.njportal.com/dor/annualreports
http://blog.grdodge.org/2017/07/18/the-pro-bono-partnership-pundit-the-dreaded-periodic-reportingregistration-obligations-of-nonprofits
http://blog.grdodge.org/2017/07/18/the-pro-bono-partnership-pundit-the-dreaded-periodic-reportingregistration-obligations-of-nonprofits
http://blog.grdodge.org/2017/07/18/the-pro-bono-partnership-pundit-the-dreaded-periodic-reportingregistration-obligations-of-nonprofits
http://blog.grdodge.org/2017/07/18/the-pro-bono-partnership-pundit-the-dreaded-periodic-reportingregistration-obligations-of-nonprofits/
http://blog.grdodge.org/2017/07/18/the-pro-bono-partnership-pundit-the-dreaded-periodic-reportingregistration-obligations-of-nonprofits/
http://blog.grdodge.org/2017/07/18/the-pro-bono-partnership-pundit-the-dreaded-periodic-reportingregistration-obligations-of-nonprofits/
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could result in the revocation of the charity’s corporate (and nonprofit status); the 
loss of its entitlement to any property tax exemption it might have obtained (see 
Section 412.19 of the New Jersey Division of Taxation’s Handbook for New 
Jersey Assessors); and possibly the loss of charitable immunity for the nonprofit 
and its volunteers (including trustees).   
 
 
9.   Are there any other filing obligations? 
 
Possibly.  Depending on the nature of a nonprofit’s activities, other periodic 
reports might be required.  For example, these might include: 
 

• If a nonprofit engages in direct or grassroots lobbying, reporting might be 
required under federal law (see the Lobbying Disclosure Act Guidance) 
and/or state law (see the New Jersey Election Law Enforcement 
Commission’s Lobbying Overview & Training). 

 
• If a nonprofit operates in a highly-regulated field, such as healthcare, 

governing regulations might require periodic reporting for certain events, 
such as is the case under the New Jersey Health Care Professional 
Responsibility and Reporting Enhancement Act (a/k/a the Cullen Act). 

 
• If a nonprofit has entered into government contracts, periodic reporting is 

often a condition of such contracts. 
 

• If a nonprofit enters into a commercial co-venture with a for-profit entity, it 
will be required to file information on that co-venture with the Charities 
Registration Section of the New Jersey Division of Consumer Affairs.  For 
additional information, see the Section’s Charities Registration 
Information/Portal web page and the Partnership's article, Charitable 
Registration in New Jersey. 

 
 
10.   Wow, that’s a lot of filing and reporting obligations.  Any suggestions 

on making sure we don’t miss filing deadlines? 
 
To help avoid missing filing deadlines, a nonprofit’s executive director should 
appoint a senior manager to be primarily responsible for ensuring that all 
required registrations and reports are filed on a timely basis.  A second senior 
manager should be selected as a backup.  The executive director and these two 
managers should enter on their calendars the filing due dates and advance 
reminders of forthcoming deadlines.  If one of these three people leaves the 
nonprofit, a replacement should be designated. 
 
For a brief review of IRS-related obligations, read IRS Publication 4221-
PC, Compliance Guide for 501(c)(3) Public Charities. 
 
 

https://www.state.nj.us/treasury/taxation/pdf/assessorshandbook.pdf
https://www.state.nj.us/treasury/taxation/pdf/assessorshandbook.pdf
https://lobbyingdisclosure.house.gov/amended_lda_guide.html#section4
https://www.elec.state.nj.us/forcandidates/gaa_ed_train.htm
https://www.njconsumeraffairs.gov/Pages/hcreporting.aspx
https://www.njconsumeraffairs.gov/Pages/hcreporting.aspx
https://www.njconsumeraffairs.gov/charities/Pages/charities-registration-information.aspx
https://www.njconsumeraffairs.gov/charities/Pages/charities-registration-information.aspx
https://www.probonopartner.org/publications/charitable-registration-new-jersey/
https://www.probonopartner.org/publications/charitable-registration-new-jersey/
https://www.irs.gov/pub/irs-pdf/p4221pc.pdf
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Pro Bono Partnership is happy to advise your small nonprofit on these or other 
business legal matters.  Please contact us.  Special thanks to volunteer Kathy 
Hecht, Esq. for preparing the original version of this article. 
 
 
IRS Circular 230 Disclosure: To ensure compliance with requirements imposed by the 
IRS, we inform you that any tax advice contained in this communication (including any 
attachments) is not intended or written to be used, and cannot be used, for the purpose 
of: (i) avoiding penalties under the Internal Revenue Code or any other U.S. federal tax 
law; or (ii) promoting, marketing, or recommending to another party any transaction or 
matter addressed herein. 
 
This document is provided as a general informational service to volunteers, clients, and 
friends of Pro Bono Partnership.  It should not be construed as, and does not constitute, 
legal advice on any specific matter, nor does distribution of this document create an 
attorney-client relationship. 
 
Copyright © 2022 Pro Bono Partnership, Inc.  All rights reserved.  No further use, 
copyright, dissemination, distribution, or publication is permitted without the express 
written consent of Pro Bono Partnership, Inc.  

https://www.probonopartner.org/about/contact-us/

