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Not-For-Profit HOAs Must Still File Tax Returns

Forms Required even if no Payment is Owed
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As the old saying goes, the only
certainties in life are death and
taxes. Many condominium
and homeowners’ associations
are surprised to learn that their
not-for-profit organizations are
required to file tax returns.

According to John Stroemer, a
name partner in the account-
ing firm of Markham, Norton
Stroemer & Co., community
associations with a fiscal year
ending December 31 must file
their annual federal tax returns
by March 15 of each year, unless
an extension has been filed. (A
six-month extension is auto-
matically granted if IRS Form
7004 is filed by the return’s filing
deadline).

Stroemer notes that even for as-
sociations who earn little or no
income, tax returns must still be
filed, even if no tax payment is
due.

Under Section 528 of the Internal
Revenue Code, a homeowners’
association (which, under IRS
guidelines, includes condomin-
ium associations) may annually
elect to file Form 1120H, if they
qualify. Otherwise they must file
Form 1120 (the regular corpora-
tion return).
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The tax rate for 1120H filers is
thirty percent of “non-exempt
function” income minus “non-
exempt function”  expenses.
Non-exempt function income is
income other than membership
dues, fees, or assessments from
owners. There are certain crite-
ria that must be met in order to
file Form 1120H, generally hav-
ing to do with characterization
and sources of the association’s
income and expenses.

Associations that file Form
1120H are not required to file a
Florida income tax return.

For filers electing Form 1120,
associations are taxed on both
net membership and non-mem-
bership income minus expenses.
Filers electing Form 1120H are
taxed on only non-exempt func-
tion income minus expenses.
The rate, as opposed to the
thirty percent for 1120H filers,
is generally fifteen percent for
1120 filers.

Associations that file a Form
1120 federal tax return are re-
quired to file a Florida income
tax return. For December 31 year
end, the filing due date is April 1
of each year, unless an extension

has been filed.

According to Stroemer, approxi-
mately 99 percent of his commu-
nity association tax return clients
elect for Form 1120H, for a va-
riety of reasons. Stroemer notes
that one of the most significant
reasons why an association files
an 1120H is to avoid potential
litigation and tax problems with
the IRS. Stroemer says that the
industry is keenly watching pend-
ing litigation between the IRS
and timeshare associations which
have filed 1120 tax returns. The
tax issues for 1120 filers, which
are being contested by the IRS,
do not apply to 1120H filers,
thus creating a safe haven for
1120H filers.

So, if you are a procrastinator
like many of us are with our per-
sonal tax affairs, there are still a
few days left to take care of busi-
ness.

Now on to reader mail.

QUESTION: I am a registered
community association manager
in Lee County, and also reside
in a community operated by a
homeowner’s association. I am
writing about the burden placed
on associations by Lee County’s
swimming pool inspectors re-
garding the requirement for daily


http://www.becker-poliakoff.com/
http://www.becker-poliakoff.com/
mailto:bp@becker-poliakoff.com
mailto:jadams@becker-poliakoff.com

testing of swimming pool water
quality. T am told that Lee Coun-
ty is the only county in Southwest
Florida that is enforcing this in-
terpretation of the law.

A manager’s education manual
which 1 have states that daily
testing for swimming pools only
applies to “resort condos” which
are those that allow short-term
rentals. My own association,
where I live, has had to add
$3,000.00 to its annual budget

for pool testing. M.H. (via e-
mail)
ANSWER: 1 believe that the

book, or at least your interpreta-
tion of it, is incorrect. Florida

Statute 514.0115(2)(a) exempts
condominium and cooperative
pools from certain regulation,
provided that the property con-
sists of less than thirty-two units
and is not operated as a transient
lodging establishment. However,
the statute specifically provides
that “water quality” supervision
is not exempt from state regula-
tion.

Section 64E-9.004(13) of
Florida’s Administrative Code
addresses water quality record
keeping. The Rule requires a
“daily record of information
regarding pool operation,” and
specifies certain forms that must
be used. The completed reports

are required to reflect “pool wa-
ter tests at least once every 24
hours” and are required to be
retained at the pool or submitted
monthly as required by the local
health department.

The state agency with jurisdic-
tion over swimming pools works
with local health departments
in enforcing the state’s rules.
It is unclear why Lee County’s
pool police have adopted a “get
tough” attitude, but it is clear
they have. Unless your legisla-
tors can be convinced that the
law needs to be changed, it looks
like increased pool care costs
are here to stay, at least in Lee
County. s2
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Send questions to Joe Adams by e-mail to jadams@becker-poliakoff.com This column is not a substitute for
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