
 

Urgent – IRS revokes tax-exempt status of hundreds of local PTA’s 

Background 

The 2006 addition of section 6033(i) and (j) to the Internal Revenue Code required all tax-
exempt organizations, regardless of size, to file an annual Form 990.  In addition, if a Form 990 
is not filed for three consecutive years, the organizations’ exempt status is automatically 
revoked.   As a result of this, hundreds of local PTAs have been affected.  The vast majority of 
these local PTAs normally had gross receipts less than $25,000 per year for 2007, 2008 and 
2009 and were required to fill Form 990-N (or E-postcard) annually. Please see the following 
link to the most recent IRS Bulletin related to this size entity:  http://www.irs.gov/irb/2011-
25_IRB/ar09.html.  (Note: The limit was raised to $50,000 for fiscal years ending 12-31-10 or 
later.) 

The first round of revocations has now been released.  Please see the following link for this list    
http://www.irs.gov/charities/charitable/article/0,,id=141466,00.html 

What is automatic revocation? 

Automatic revocation occurs when an exempt organization that is required to file an annual 
return (e.g., Form 990, 990-EZ or 990-PF) or submit an annual electronic notice (Form 990-N, 
or e-Postcard) does not do so for three consecutive years, starting with 2007. Under the law, the 
organization automatically loses its federal tax exemption. 

What is the effect of automatic revocation on an organization? 

An organization that has lost its tax-exempt status through automatic revocation may be 
required to file one of the following federal income tax returns and pay any applicable 
income taxes: 

• Form 1120, U.S. Corporation Income Tax Return, due by the 15th day of the 3rd 
month after the end of an organization’s tax year, or 

• Form 1041, U.S. Income Tax Return for Estates and Trusts, due by the 15th day of 
the 4th month after the end of an organization’s tax year.  

In addition, a section 501(c)(3) organization that loses its tax-exempt status cannot receive 
tax-deductible charitable contributions and will not be identified in the IRS Business Master 
File extract as eligible to receive tax-deductible contributions, or be included in Publication 
78, Cumulative List of Organizations described in Section 170(c) of the Internal Revenue 
Code of 1986. 

To have its tax-exempt status reinstated, the organization must file an application for 
exemption. An organization may also request retroactive reinstatement as part of its 

 



application. 
 

How do I get my organization’s tax-exempt status reinstated if it was automatically 
revoked? 

An organization must apply to have its tax-exempt status reinstated, even if it was not 
originally required to file an application for exemption. It must: 

1. Apply for recognition of tax exemption by filing Form 1023 (used for applying under 
section 501(c)(3)), regardless of whether the organization was originally required to 
apply for exemption.  We recommend that you use the template provided by National 
PTA and follow the directions carefully to completion. 

2. Pay the appropriate user fee.  ($100 for small organizations) 
3. Attach the transitional relief letter also asking for retroactive reinstatement (template 

also provided by National PTA) 

My organization has applied for reinstatement of its tax-exempt status.  Am I required 
to start filing annual returns? 

An organization that is eligible to submit an annual electronic notice (Form 990-N) because 
its annual receipts are normally $50,000 or less is not required to submit Form 990-N until 
after its application for reinstatement of tax-exempt status has been approved. An 
organization seeking reinstatement of its tax-exempt status that has a filing requirement and 
is not eligible to file a Form 990-N must file an annual information return (Form 990, Form 
990-EZ or Form 990-PF) for each taxable year that ends while the application for 
reinstatement is pending. The organization should check the “application pending” block on 
the top of page 1 of the return. For more information about filing requirements while an 
application for exemption is pending, see Publication 557, Tax-Exempt Status for Your 
Organization. 

Certain larger organizations seeking retroactive reinstatement must submit with their 
applications for reinstatement all delinquent annual information returns beginning with the 
first year of the three-year period for which they were automatically revoked. For more 
information, see Notice 2011-44. 

For a limited time, small organizations are eligible for transition relief to satisfy the standard 
for reasonable cause if they meet the criteria in Notice 2011-43. 

 

 

 

My organization has applied for reinstatement of its tax-exempt status.  Am I required to 
file Form 1120? 

If your organization will be requesting retroactive reinstatement, Form 1120 is not required.  
Continue business as usual assuming that you will receive the retroactive reinstatement.   

If my organization's tax-exempt status is reinstated, what is the effective date? 

If an organization successfully applies for reinstatement, the effective date of its reinstated 
tax-exempt status usually will be the date the organization filed its application. An 
organization may request to have its tax-exempt status reinstated back to the date of 
automatic revocation. 

 

 



 

If my organization receives the reinstatement but it is not retroactive to the date of 
revocation, what are the tax filing requirements and other ramifications? 

The organization will be required to file Form 1120 or Form 1041 for periods for which it is not 
recognized by the IRS as tax exempt. 

Will the IRS assess late filing penalties for the three years my organization failed to 
file its return or notice, or for any other earlier year we didn’t file? 

The IRS has decided not to impose any late filing penalties against organizations on the list 
of automatically revoked organizations (Auto Revocation List)  for any of the three 
consecutive years they failed to file, or for any prior periods. Further, an automatically 
revoked organization does not need to file any Form 990, Form 990-EZ, or Form 990-N that 
was delinquent at the time of automatic revocation.  It must, however, comply with all filing 
requirements after automatic revocation to avoid incurring penalties in the future. 

Certain larger organizations seeking retroactive reinstatement, however, must submit with 
their applications for reinstatement all delinquent annual information returns beginning with 
the three-year period for which they were automatically revoked.  For more information, see 
Notice 2011-44. 

 

 

 

What if my state has an Umbrella Exemption?  How can the local unit fall back under the 
Umbrella? 

In short, they can’t.  The state will now have a hybrid of exemptions.  This should not cause a 
problem for the state or local units   

If I have additional questions, who do I contact? 

Contact Heather Dean at the National PTA. 

(800) 307‐4PTA (4782) 
 703‐518‐1200 ext. 3226 (W)  
hdean@pta.org 


