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Topics to be Covered

• Overview: Electronic Filing and New Form

• Selected Questions and Sub-Questions

• Technical matters
– Attachments to Form 1023

– Rev. Proc 2020-8 and Transition

– Electronic Signatures on Form 1023

– User Fees Electronically on Pay.gov

• Resources

2

1

2



© 2020 Louis E. Michelson
A Professional Corporation Page 2

Overview of Electronic Filing
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www.irs.gov/forms-pubs/about-form-1023

Overview of New Form

• Length:  basic form 18 pages (was 12)

• Question Completion Requirement
– Pay.gov requirement

– Can not proceed with next question until 
completed all questions on current page, 
including:

• Entering required descriptions or explanations or 
completing required schedules

• Example
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Lines to be Examined

• NTEE

• Compensation & Non-Fixed Compensation

• Purchase and Sale of Goods, Services or 
Assets

• Grants, Loans or Other Distributions to
– Non-charitable organizations

– Foreign Organizations

• Operations/Activities in Foreign Countries
5

NTEE
• New form requires assigning National 

Taxonomy of Exempt Entities (NTEE) code 
that best describes applicant’s activities
– Part IV, Your Activities:  line 2

– List of codes provided in Appendix D to 
instructions (caution:  see instructions TIP)
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Compensation
• Two locations

– Part IV Your Activities
• Line 4 – self-dealing with officers/directors/trustees

– Part V, Compensation and Other Financial 
Arrangements

• Lines 1a-g:  IRC 4958 compliance

• Line 2:  Conflict of Interest Policy

• Line 3:  Non-Fixed Payments

• Line 4:   Purchase/sell goods/services/assets to 
officers/directors/trustees, or family or orgs. etc.
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Non-Fixed Compensation
Part V:  Line 3

• Do you or will you compensate any of your officers, 
directors, trustees, highest compensated employees, and 
highest compensated independent contractors through non-
fixed payments, such as discretionary bonuses or revenue-
based payments? 

• If "Yes," describe all non-fixed compensation 
arrangements, including how the amounts are determined, 
who is eligible for such arrangements, whether you place a 
limitation on total compensation, and how you determine 
or will determine that you pay no more than reasonable 
compensation for services.

8

7

8



© 2020 Louis E. Michelson
A Professional Corporation Page 5

Non-Fixed Compensation
Part V:  Line 3:  Instructions

• Line 3. A fixed payment means a payment that is either a 
set dollar amount or fixed through a specific formula 
where the amount doesn’t depend on discretion. For 
example, a salary of $200,000 that is adjusted annually 
based on the increase in the Consumer Price Index is a 
fixed payment.

• A “non-fixed payment” means a payment that depends on 
discretion. For example, a bonus of up to $100,000 that is 
based on an evaluation of performance by the governing 
board is a non-fixed payment because the governing body 
has discretion over whether the bonus is paid
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Non-Fixed Compensation
EO Specialist Sample Questions

• https://www.irs.gov/charities-non-profits/charitable-
organizations/exempt-organization-sample-questions

• EO Specialists may request additional information 
necessary to make a determination.
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Purchase and Sale of Goods, 
Services or Assets Part V:  Line 4
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Part V:  Line 4 Instructions
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Part V:  Line 4 Instructions (cont’d)
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Part V:  Line 4 Instructions (cont’d)
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EO Specialist Sample Questions
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Grants, Loans or Other 
Distributions – (Rev. 12-2017)
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Grants, Loans or Other 
Distributions – (Paygovform)
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Grants, Loans or Other 
Distributions – Foreign 

Organizations (Rev.12-2017)
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Grants, Loans or Other 
Distributions – Foreign 

Organizations (Paygovform)
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• Number of questions requiring details 
increases from 6 to 8
– 9b, 9c, 9d, 9e, 9f, 9g, 9h, 9i

• 4 new questions specifically regarding 
conducting activities in foreign countries
– 10, 10a, 10b, 10c

Grants, Loans or Other 
Distributions – Foreign 

Organizations (Paygovform)
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• Compliance questions relating to Office of 
Foreign Assets Control (OFAC) of the 
Department of the Treasury 
– Agree to check the list when making grants, loans or 

other distributions

– Agree to not engage in activities that violate economic 
sanctions administered by OFAC

– If required, agree to acquire OFAC license and 
registration
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G, L or O. D. - Foreign Orgs.

21

22

21

22



© 2020 Louis E. Michelson
A Professional Corporation Page 12

Activities in Foreign Countries
(Paygovform)
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International Activities 
EO Specialist Sample Questions
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Attachments to Form 1023
• Pay.gov accommodates only one pdf file

– Can not exceed 15 megabytes; approximately 250 pages

– If pdf exceeds 15 MB, remove info to 15 MB; then contact IRS 
Customer Accounts 877-829-500 to learn how to submit removed 
items

• Identification on attachment
– EIN on each page

– Part and line number for information provided

• First need to complete the Upload Checklist
– Must confirm each item on Upload Checklist

– Then, continue to upload page
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Attachments to Form 1023
• Documents should be in specified order

– Organizing documents

– Amendments to organizing documents, if any

– Bylaws, if adopted

– Form 2848, if applicable

– Form 8821 , if applicable

– Supplemental responses (discussed next)

– Expedite request, optional

– Other information that should be considered by the IRS
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Attachments to Form 1023

• Identification on attachment
– EIN on each page

– Part and line number for information provided

• Supplemental responses
– Where responses do not fit within the character limits of response 

boxes

– Example:  detailed activity description limited to 5,000 characters 
(roughly one page of text)

– Responses to lines on Schedules
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Revenue Procedure 2020-8

• Effective January 31, 2020:  
– Form 1023 must be submitted electronically

– Applicants must submit User Fees on pay.gov

• IRS to accept paper Form 1023 (Rev. 12-
2017) for 90 days during transition period
– Ends April 31, 2020

– Extension of transition period?
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Revenue Procedure 2020-8

• Effective January 31, 2020: New location 
for submission

• Old location:  Cincinnati Submission Processing 
Center (CSPC)

• New location:  Cincinnati Accounts Management 
Campus Support (Campus Support)

• Campus Support is responsible for 
processing user fees submitted with EO 
determination requests
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Electronic Signatures

• Prior practice
– Draft of Form 1023 to client

– Client return original signature

– Client include check for user fee

– Attorney submission of paper application to 
IRS
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Electronic Signatures

• Alternatives to sign electronically by client:
– In-person in law office

– Screen share:  e.g. Zoom, Team-Viewer

– Clients’ comfort with technology?

• See NEO Law Group blog discussion
– http://www.nonprofitlawblog.com/form-1023-

electronic-filing-requirement/
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Electronic Signatures
Discussion Points 

• Is an attorney authorized to sign Form 
1023?

• Even if authorized and possible, what 
record should be maintained by attorney?
– Copy of signed return?

• Compare with CA Franchise Tax Board
– Accept scanned copy of signature page?
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Payment of User Fees

• Prior practice
– Client submission of check to accompany paper 

Form 1023

– Attorney pay and reimbursement from client

• Payment via pay.gov
– Previously required for Form 1023-EZ

– Now required for Form 1023

– Request client advance payment of user fee?
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Electronic Signatures and 
Payment Another Alternative 

• New practice
– Attorney prepare draft of Form 1023

– Attorney create pay.gov for client (further 
discussion below)

– Client login to pay.gov to sign electronically 
then logout

– Attorney login and continue with payment
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Payment of User Fees

• Payment via pay.gov
– Caution:  use of attorney’s one pay.gov account 

for multiple clients – confidentiality concern

– Possible solution:  
• creation of separate user name and separate 

password for each client

• Client can login to make filing

• Client can pay the user fee when login

• Visible only to client and to attorney
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Resources
• Paygovform

• Instructions for Form 1023 (Rev. 01-2020)

• Overview of Form 1023-E-Filing
– https://www.stayexempt.irs.gov/se/files/downloads/Elecronic%201

023%20Overview%202020.pdf
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Resources
• Video Tutorials

– https://www.stayexempt.irs.gov/home/starting-out/applying-
section-501c3-status
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Resources
• Video Tutorials
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EO Specialist Sample Questions
– https://www.irs.gov/charities-non-profits/charitable-organizations/exempt-

organization-sample-questions
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Practical Suggestions

• Become familiar with new form

• Create checklist of discussion points

• Discuss with client and follow up questions

• Prepare draft 1023 with schedules, 
responses and attachments

• Review with client and modify as 
appropriate
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Questions and Comments

• Questions?

• Comments?
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