LEGAL ALERT

SUTHERLAND

May 3, 2007

Telephone Excise Tax Refunds

Tax exempt organizations that paid telephone excise tax are eligible for a refund, to be claimed on their
2006 IRS returns. You are probably well aware of this, but with the May 15 filing date for calendar year
exempt organizations rapidly approaching, some detailed information might be of help to you.

In its news releases, the IRS has said:

A tax exempt organization is eligible to request a refund of federal telephone excise taxes paid on
long distance or bundled service (local and long distance service provided under a plan that does
not separately state the charge for local service) — billed after February 28, 2003 and before
August 1, 2006. The telephone excise tax refund is a one time payment available on the 2006
income tax return, designed to refund the previously collected long distance federal excise taxes.

Tax exempt organizations may request a refund using either (1) the actual amount of refundable
long-distance telephone excise taxes paid, or (2) a formula the IRS has developed to estimate
taxpayers' refunds. To use the formula, multiply total telephone expenses for the 41 months in
the refund period (March 2003 through July 2006) by a percentage equal to the percentage of tax
paid on April 2006 telephone bill minus percentage of tax paid on September 2006 telephone bill.
The instructions to Form 8913, Credit for Federal Excise Tax Paid, contain a worksheet on pages
3 and 4 that you may find helpful.

Note: The percentage of telephone expenses that is refundable has certain limitations, including
the number of employees in the organization and a cap on the percentage to apply to total phone
expenses. The formula is explained in more detail on the IRS website, www.irs.gov.

You can request this special tax refund by filing Form 990-T, Exempt Organization Business
Income Tax Return, and attaching Form 8913, Credit for Federal

Telephone Excise Tax Paid. IRS has added a single line (44f) to the Form 990 T to make it easier
to request this refund.

Although generally used to report unrelated business income tax, filing Form 990 T solely to
request a telephone excise tax refund does not mean that an organization will owe unrelated
business income tax.

Please click here for the formal notice from the IRS, containing very detailed instructions for all taxpayers,
including exempt organizations.
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http://www.irs.gov/pub/irs-pdf/i8913.pdf
http://www.irs.gov/
http://www.irs.gov/pub/irs-pdf/f990t.pdf
http://www.irs.gov/pub/irs-pdf/f8913.pdf
http://www.sablaw.com/file_upload/IR-2006-179.pdf

SUTHERLAND

Please feel free to contact the Sutherland attorney with whom you usually work or any of the
attorneys listed below if you have any questions regarding this alert.

James K. Hasson, Jr. 404.853.8083 jim.hasson@sablaw.com
Herbert N. Beller 202.383.0120 herb.beller@sablaw.com
Matthew J. Gries 404.853.8619 matthew.gries@sablaw.com
Robert B. Smith 404.853.8221 robert.smith@sablaw.com
Leslie Y. Park 404.853.8320 leslie.park@sablaw.com
Amanda B. Scott 404.853.8479 mandy.scott@sablaw.com
Karim H. Hanafy 404.853.8070 karim.hanafy@sablaw.com
Daniel M. Buchner 202.383.0869 daniel.buchner@sablaw.com
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