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To all Northern California Chapter Councils,

In December of last year, many Councils, received a notification letter, similar to what is below
this reminder message. A new tax filing deadline is approaching many councils who reported a
federal tax filing account period, based on a calendar year, which ended December 31°' 2010.
These Councils must file a new Franchise Tax Board ECard, (form 199N) by May 15" 2011. The
Councils that received the notification letter from the FTB, had most likely been properly filing
their annual federal filings on time for the 2009 tax period, and their federal tax exemption status
was the type of entity that is now required to file this new tax form for the State of California.
Councils that did not file in 2009, or on time for that period, or may have had an incorrect mail
correspondence address on record with the IRS, would not have received the notification letter,
but are still required to file under this new regulation. The Chapter, the State, and the Supreme
Council are not the overseers of a Council’s income tax filings. This is solely the individual
Councils responsibility. The Supreme Council only includes each Council as a part of its Group
exemption granted by the IRS, if the Council has properly notified the Supreme Advocate of the
Councils existence, after formation, and has provided the Advocate with a valid federal tax
identification number. Prior to this new regulation for California, Councils with under $25,000.00 in
annual gross receipts were not required to file, but were supposed to register as a tax exempt
fraternal benefit society with the California Secretary of State's office. Most Councils did not
register, not knowing they had to, because first, California recognized the Federal exemptions and
second the IRS records did not show any councils delinquent from filing, when their annual gross
receipts were under $25,000.00, because the revocation of exemption for delinquent Councils
under this status, required 3 consecutive years of not filing a 990N Ecard ending with the 2009
taxable year. The IRS instituted their mandatory ECard filing for the 2007 taxable year, so the first
year they could start revoking exemptions was 2010. California started its new policy as soon as
the IRS started enforcement of delinquency with the penalties of exemption revocation and
collection of taxes after this loss of exemption. If a Council chooses not to file the new FTB Ecard,
they will be not be assessed a penalty as noted in the letter below, however after 3 consecutive
years of non-filing with the FTB, their IRS exemption, recognized as well in California, will be
revoked.

One last clarification, California has not granted Knights of Columbus Councils in California a tax
exemption, they have recognized the IRS group exemption that was granted to the Supreme
Council as being a valid reason for not pursuing a required annual tax filing by each Council until
the taxable year of 2010. Most likely, for Economic reasons, they have decided to now enforce
filing, rather than recognize the exemption alone, as being sufficient for their records.

EXEMPT ORGANIZATIONS UNIT MS F120
FRANCHISE TAX BOARD
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New Reporting Requirements for Small Tax-Exempt Organizations

New reporting requirements for small tax-exempt organizations-take effect January 1, 2011 (California
Revenue and Taxation Code Section 23772). Small tax-exempt organizations are those with normal





gross receipts of $25,000 or less who under these new reporting requirements must electronically file
FTB 199N, Annual Electronic Filing Requirement for Small Tax-Exempt Organizations (California e-
Postcard), available January 2011. This new requirement applies to account periods beginning on or after
January 1%, 2010.

Annually, these small tax-exempt organizations must include the following information in electronic form
when they file the California e-Postcard. (The term organization and entity are interchangeable.)

[NOTE: Councils are not incorporated or legally termed a Corporation, so they will not have, or
need, to acquire a CA Corporation number, however, they will need to register with the California
Secretary of State’s office as a Fraternal Society, (our real tax exemption title is: “a fraternal
benefit society”, under our Federal tax exemption ruling), using form LP/UNA 128. Once a
Council’s registration form is accepted by the CSS, they should receive back an Entity
Identification number which will allow them to file the ECard if their annual gross receipts are
under $25,000.00.

Knights of Columbus Councils are not considered Church related organizations in regards to their
tax filing statuses, so they are not exempt from filing at least an ECard.

* Entity identification number or California corporation number

» Legal name of the organization

» Federal employer identification number

» Account period beginning and ending (also known as your tax period or tax year)
« If your entity's account period changed

« Entity's mailing address

* Any other names the entity uses (doing business as or DBA name)

* Name and address of a principal officer

* Website address, if applicable

* Entity's amount of total gross receipts (the gross receipts must be normally $25,000 or less)
« If the entity terminated or went out of business

« If the entity started business within the current year

» Contact person's name and telephone number

The due date is the same for state and federal purposes - by the 15th day of the 5th month after an
organization's tax year ends. Therefore, calendar year organizations must file by May 15" 2011. We do
not charge a fee to file the California e-Postcard. If the organization does not file on time, we will send a
reminder notice, but will not assess a penalty for late filing. However, if an organization fails to file for
three consecutive years, we automatically revoke its California tax-exempt status. If this occurs, the
organization must reapply using form FTB 3500, Exemption Application, and get approval to regain its
tax-exempt status, any income received between the revocation date and renewed exemption date may
be taxable. We must publish and maintain a list of the organizations whose tax-exempt status is
revoked. We plan to publish this list on our website in the near future. For more information, go to
ftb.ca.gov and search for exempt organizations, or call us at 800.852.5711, select Business Entities
Information, and then select option 4 to speak to a representative.

Internet and Telephone Assistance

Website: http://ftb.ca.gov/index.shtml

Telephone: 800.852.5711

TTYITDD: 800.822.6268 for persons with hearing or speech impairments





The Supreme Councils instructions on tax filing and explanations of the IRS group ruling granted to the
Supreme Council which allows each Council to be exempt from taxes:

General Information

The Knights of Columbus is a fraternal benefit society, recognized as a tax-exempt
organization under Section 501(c)(8) of the Internal Revenue Code (IRC). All councils and
assemblies in the United States are exempt from federal income tax under Section 501 (c )(8)
as "fraternal lodges," provided their Employer Identification Number (EIN) is reported to the
Supreme Advocate, who in turn will report the number to the IRS for inclusion in the group
exemption listing.? Each assembly and council must obtain its own EIN from the IRS and
submit its own tax return. (We ask, however, that you do not send a copy of your tax return
to the Supreme Council). Further, each council and assembly must also provide its EIN and
written authorization to the Office of the Supreme Advocate in order for it to be recognized
under the Order's group exemption. Please note that the group exemption does not extend to
home corporations or home associations, which are separate legal entities. The Order's
group exemption does not exempt councils or assemblies from state and local taxes. For
example, assemblies and councils may be subject to state or local sales taxes or property
taxes, unless state or local laws specifically exempt these entities. Typically, states grant
sales tax exemptions only to organizations that are recognized as charitable organizations
under IRC Section 501(c)(3); as a fraternal benefit society under Section 501(c)(8), the
Knights of Columbus is not entitled to this exemption. Each assembly and council should
consult its own tax adviser, accountant, or legal counsel to determine whether it is exempt
from state and local taxes.

! For the purposes of this document, the term "council” applies to both state and local councils.

2The Order itself is classified under the federal tax code as a "fraternal benefit society."






REG. NO.

State of California
Secretary of State

REGISTRATION OF UNINCORPORATED NONPROFIT ASSOCIATION
PURSUANT TO CALIFORNIA CORPORATIONS CODE SECTION 21300

Instructions:

1.  Complete and mail to: Secretary of State, Document Filing Support Unit,
P. O. Box 944225, Sacramento, CA 94244-2250 (916) 657-5448

2. Include filing fee of $10.00 per box checked below.

This space For Filing Use Only

Association includes any lodge, order, beneficial association, fraternal or beneficial society, historical, military, or veterans
organization, labor union, foundation, or federation, or any other society, organization, or association, or degree, branch,
subordinate lodge, or auxiliary thereof.

Registration For:

@ Name D Insignia D Alteration D Cancellation

Association Name

Street or Mailing Address City and State Zip Code

Nature of Alteration (If Any):

Description of Insignia, which may include badge, motto, button, decoration, charm, emblem, or rosette:

Attach Facsimile:

| declare under penalty of perjury under the laws of the State of California that | am a chief officer of the association; that |
am authorized to act on behalf of the association with respect to completing and submitting this application; that the
information contained in this application is true and correct.

N 3\
Signature of Officer Date Signature of Additional Officer (Optional) Date
Typed Name and Title Typed Name and Title

Sec/State Form LP/UNA 128 (Rev. 03/2005)




http://www.leginfo.ca.gov/cgi-bin/displaycode?section=corp&group=21001-22000&file=21300-21310

Cal Schell

Line



Cal Schell

Line





2\ Secretary of State 1500 11" Street, 3" Floor Business Entities
5] Business Programs Division Sacramento, CA 95814 (916) 657-5448
%

EXPANSION OF PRECLEARANCE AND EXPEDITED FILING SERVICES
(Effective Monday, October 2, 2006)

We are pleased to announce that our preclearance and expedited filing services have been
expanded to include all business entity documents filed with the Secretary of State pursuant
to the California Corporations Code, the California Financial Code or the California Insurance
Code. These services, previously offered only for specified corporate documents, are now
available for all corporate, limited liability company and limited partnership documents,
including interspecies mergers and conversions, and for all other documents filed by other
entity types. In addition, the number of copies required to be submitted for the preclearance
service has been reduced from two to one.

Preclearance service provides a customer with the opportunity to submit a business entity
document in person to the Secretary of State’s Sacramento office prior to filing to determine if
the document conforms to law and to receive a preclearance response within a guaranteed
time frame.

Expedited filing service provides a customer with the opportunity to submit for filing a
business entity document in person to the Secretary of State’s Sacramento office and to
receive a filing response within a guaranteed time frame.

Please refer to the Secretary of State’s website at http://www.ss.ca.gov/business/precexp.htm
for detailed information regarding the preclearance and expedited filing services.

Authority cited: Title 2, California Code of Regulations, sections 21904 and 21905; and
Government Code section 12182.

PRECEXP NOTICE (10/2006)
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