PEGASUS RE FLYING CLUB INC

Organizations With Gross Receipts of $25,000 or Less

For tax periods beginning after December 31, 2006, you must file an annual
electronic Form 990-N ("e-Postcard") if your gross receipts are normally
$25,000 or less. Alternatively, you may file a complete Form 990 Package if we
send one to you. For information on filing the new electronic Form 990-N
("e-Postcard"), visit our Web site at www.irs.gov/eo.

Due Date of Return or Annual Electronic Notice

Your return or annual electronic notice is due by the 15th day of the fifth
month after the end of your annual accounting period. There are penalties for
failing to file a complete return timely. For additional informaton on
penalties, see the Form 990 instructions or call our toll free number.

Revocation of Tax-Exempt Status

For tax periods beginning after December 31, 2006, your tax-exempt status will
be revoked as of the filing due date for the third year if you fail to file
for three consecutive years Form 990, Form 990-EZ, or the electronic

Form 990-N.

If your tax-exempt status is revoked because you failed to file, you must
reapply for exemption and pay the appropriate user fee.

UNRELATED BUSINESS INCOME TAX RETURN

If you receive more than $1,000 annually in gross receipts from a regular trade
or business, you may be subject to Unrelated Business Income Tax and required
to file Form 990-T, Exempt Organization Business Income Tax Return. Special
rules for organizations exempt under sections 501 (c) (7), (9), (17) and (19) are
described in Publication 598, Tax on Unrelated Business Income of Exempt
Organizations.

There are several exceptions to the tax on unrelated business income:
1. Income you receive from the performance of your exempt activity,

2. Income from fundraisers conducted by volunteer workers, or where
donated merchandise is sold, and

3. Income from routine investments such as certificates of deposits,
savings accounts, or stock dividends.

There are special rules for income derived from real estate or other
investments purchased with borrowed funds. This income is called "debt
financed" income. For additional information regarding unrelated business
income tax, see Publication 598, Tax on Unrelated Business Income of Exempt
Organizations, or call our toll free number shown above.
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