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The New IRC § 527 Law

Changes to IRS Reporting Requirements
for PACs

On November 2, 2002, President Bush signed Public Law
No. 107-276 (formerly H.R. 5596), which greatly alters the
reporting requirements of many political organizations that
are exempt from federal income tax under Section 527 of the
Internal Revenue Code.

Public Law No. 107-276 amends the laws that Congress
passed in 2000 and reduces reporting by political parties and
PAC:s, particularly state trade association and corporate PACs.
Periodic reporting of contributions and expenditures on Form
8872 and annual reporting of supplemental information on
Form 990 are no longer required for most PACs. The details
are discussed below.

No More Form 8872 For Most State and
Local PACs

4 PAG: registered with the FEC have never been required
to file IRS Form 8872. However, most other PACs were
previously required to do so. The new law now exempts
“qualified State or local political organizations” from the
periodic reporting of contributions and expenditures on
Form 8872. Sec. 2(a).
July 1, 2000.

This exemption is retroactive to

A qualified state or local political organization is defined
as a political organization that (i) focuses all of its exempt
function (i.e., political) activity on state and/or local
offices and (ii) is required under state law to report the
type of information about contributions and expenditures
that it would have to report to the IRS, provided, further,
that the political organization makes its reports available
for public inspection per IRS rules and the state agency
makes the reports filed by the organization available to the
public. Sec. 2(b). A qualified political organization may
claim the reporting exemption even if the applicable state
disclosure law does not exactly replicate the IRS’ reporting
requirements. For example, a political organization may
still qualify if the state’s minimum threshold for reporting

contributions or expenditures is within $300 of the IRS
requirement. Similarly, a state law that does not require
the reporting of the employer or occupation of contributors
or recipients of expenditures, the date of contributions or
expenditures, or the purpose of expenditures will not
disqualify a political organization from this reporting
exemption. /d.

4 A political organization will not qualify for the reporting
exemption if a federal candidate or officeholder (i)
“controls or materially participates in the direction of the
organization;” (ii) solicits contributions to the organization;
or (iii) directs, in whole or in part, disbursements by the
organization. /d.

No More Form 990 for Federal PACs and
Small State PACs

4 Under the new amendments, PACs registered with

the Federal Election Commission are no longer required
to file IRS Form 990. Sec. 3(c). In addition, “qualified

continued on page 2

Bipartisan Campaign Reform Act
of 2002 Now in Effect

The Bipartisan Campaign Finance Reform Act of 2002
(BCRA) became effective on November 6, 2002. This
new law includes provisions outlawing soft money and
electioneering communications, among other things.
The new contribution limits by individuals to candidates
and parties, however, do not become effective until
January 1,2003. Please note that certain soft money and
electioneering communications provisions of the BCRA
are not applicable to the runoff election in Louisiana
on December 7, 2002. More information about the
BCRA and its consequences will follow in future issues
of Election Law News.
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Bipartisan Campaign Reform Act of 2002

continued from page 1

State and local political organizations” are not required
to file Form 990 if their taxable-year gross receipts are
$100,000 or less. /4. This amendment also is retroactive
to July 1, 2000.

Form 1120 - POL

4 Form 1120-POL, the annual tax return, must be filed
only if a political organization has taxable income. Sec.
3(a). Prior law required a return from PACs with gross
receipts—whether taxable or not—of $25,000 or more.

4 PAGCs are no longer required to make Form 1120-POL
available for public inspection. /4.

Miscellaneous Changes

4 State PACs must amend Form 8871 within 30 days of
any material change in the information contained therein.
Sec. 6(g). Any material changes existing at the time of or
after the enactment of this new law must be noted in an
amendment to Form 8871 within 30 days after the material
change or within 45 days after the enactment of the new
law, whichever is later.

4 Political organizations exempt from filing Forms 8872 and
990 must indicate this exemption on their Form 8871. Sec.
6(f). This requirement applies to Forms 8871 that are due
more than 30 days after the enactment of the new law.

4 Non-exempt state PACs that expect to receive contributions
or make expenditures of more than $50,000 during the year
must file Form 8872 electronically beginning with reports
due on or after June 30, 2003. Sec. 6(e).

4 State PACs need only file Form 8871 in electronic form,
effective July 1, 2000. Sec. (6)(c).

4 Forms 8872 must include the date and purpose of each
disbursement and the date of each contribution. Sec. 6(e).

4 Onorafter June 30, 2003, the IRS must make Forms 8872
available to the public within 48 hours of filling. The IRS
must also make the data contained in these forms searchable
electronically by the public. /4.

For more information, contact

Jan Witold Baran (202.719.7330 or jbaran @wrf.com),
Carol A. Laham (202.719.7301 or claham @wrf-com) or
D. Mark Renaud (202.719.7405 or mrenaud @wrf.com).
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be construed as providing legal advice or legal opinions. You should consult an attorney for any specific legal questions.
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