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Tax & Regulatory Filings
Every PA Non-Profit Should Know

A practical compliance roadmap for finance directors of Pennsylvania non-profits — covering IRS, payroll
& employment, PA sales & use tax, and PA Department of State filings.
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Today's Roadmap

Five filing areas, five sections — the path we'll follow through the deck.

IRS Recognition &
990s

Federal exemption and the
Form 990 information-
return series

Unrelated Business
Income

Form 990-T and UBIT on
activity outside your
mission

Payroll & Employment

Federal, PA state, and PA's
many local taxes
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PA Sales & Use Tax

Exemption on purchases;
collection on sales
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PA Dept. of State

BCO-10 charitable
registration and the new
Annual Report
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Why This Matters
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e Compliance failures carry real cost: penalties, loss of sales-tax exemption, and

automatic loss of federal tax-exempt status.
A quick disclaimer
e Multiple agencies, multiple deadlines — no single “non-profit tax return” ties it
all together.

This session is educational only. Thresholds,

¢ Finance directors own the calendar even when the work is outsourced. rates, and forms change — confirm the
specifics with the agency instructions before
you file.
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The Four Buckets of Filings

Four agencies, each with its own forms, deadlines, and account setup.

IRS / Federal PA Department of Revenue

i h
].I.l Annual information return (Form 990 series), UBIT, Sales & use tax and employer income-tax withholding
and payroll tax

PA Dept. of Labor & Industry PA Department of State

X I

a* Unemployment compensation (UC) tax and wage BCO-10 charitable registration and the new Annual
reporting Report
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Foundation — Federal Tax-Exempt Status = ==
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Tax-exempt status is a matter of federal law, obtained by applying to the IRS.

501(c)(3) charities apply on Form 1023 (or the streamlined Form 1023-EZ); other types use Form 1024.

Exemption is from income tax — it does NOT exempt you from information returns, payroll tax, or most other filings.

Keep the IRS determination letter accessible; it is required for several state filings.
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Foundation — EIN and PA Registration

Every organization needs a federal EIN (Form SS-4) for banking, hiring, and exemption applications.

PA formation: Articles of Incorporation — Nonprofit, filed with the PA Department of State.

PA-100 (Enterprise Registration) sets up state tax accounts such as employer withholding.

These are one-time / setup items — the recurring filings are the focus of today.

Tax & Regulatory Filings for Pennsylvania Non-Profits 6



MaherDuesse

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn
Wi md-cpas.com

SECTION

IRS Annual Information Returns

The Form 990 series is the backbone of federal non-profit compliance — the
return that keeps your exemption alive.
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The Form 990 Series at a Glance

Four returns, chosen mainly by organization size. The return is a public document.

Form 990 (fuII) — Largest organizations

Special case: 990-PF

Private foundations always file Form 990-

PF regardless of size.
Form 990-EZ — Mid-size organizations

Purpose: transparency. Anyone can read
your 990, so treat it as a public-facing

Form 990-N (e-Postcard) — Smallest organizations document.
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Which 990 Do You File?

Check BOTH tests — the assets half is the most-skipped part.

Form 990-N Form 990-EZ Form 990 (full)

Gross receipts normally Gross receipts under $200,000 AND Gross receipts $200,000+ OR

$50,000 or less total assets under $500,000 total assets $500,000 or more

Tip: an organization can qualify for a bigger form on the assets test even when receipts are small — always check both thresholds.
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Form 990-N (e-Postcard)

For the smallest organizations — gross receipts normally 550,000 or less.

“Normally $50,000 or less”: first year $75,000 or less; averaging $60,000 over the first two years; a 3-year average of $50,000 or less
thereafter.

Filed electronically only — minimal data, no paper form.

A one-time spike (such as a bequest) does not force a bigger form if the rolling average stays at or under $50,000.

File it even with zero activity — it is free and it protects your exempt status.
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Form 990-EZ (Short Form)

Gross receipts under 5200,000 and total assets under $500,000.

e Reports revenue, expenses, contributors, and board information for the year.
e Section 501(c)(3) filers must also complete Part VI and Schedule A.

e Common trigger schedules attach based on activity (A, B, G, L, O, and others).
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Form 990 (Full Return)

Required when gross receipts are $200,000+ OR total assets are $500,000 or more.

e The most comprehensive return — it can expand to 15+ schedules depending on the activity mix.
e Schedule A is required for all 501(c)(3) public charities; Schedule O is required for every filer.

e Standardize the form-determination test at intake to manage the workload.
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Form 990-PF and Special Cases

e Private foundations file Form 990-PF regardless of size.
e Section 509(a)(3) supporting organizations must file 990 or 990-EZ even if receipts are $50,000 or less.

e Certain 170(b)(1)(A) / 509(a)(2) orgs that fail the public-support test may drop to 990-PF.
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Schedule A — Proving You're a Public Charity

Every 501(c)(3) filing Form 990 or 990-EZ must attach Schedule A to report public charity status.

e |ts purpose: show WHY the organization is a public charity rather than a
private foundation. Q Public Charity

e Part | asks the reason for status — check only one box even if more than one
applies.

Qualifies under a public-charity provision —
e Fail to qualify under any public-charity provision and the organization files Form 990 or 990-EZ with Schedule A.

becomes a private foundation — file Form 990-PF instead.

A Private Foundation

Fails every public-charity test — must file
Form 990-PF instead.
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The Two Public Support Tests

Both measure support over a rolling 5-year period (current year + 4 prior).

® 509(a)(1) — Part I @& 509(a)(2) — Partlli
ol

170(b)(1)(A)(vi) - donation-driven orgs Mission-related program revenue

e Includes gifts, grants, membership fees, AND gross

e Public support means gifts, grants, and contributions
receipts from exempt-function activities

e Program revenue is excluded from the calculation
e Guardrail: no more than 33 1/3% of support from gross

investment income and net UBI

Core threshold for both: at least 33 1/3% public support.
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Passing — and Failing — the Public Support Test

Monitor the percentage every year — don't wait for the return to find a problem.

Below 10% 10% -331/3% 33 1/3% and above
Private foundation Facts-and-circumstances test PASS

10% 331/3%

e New organizations get a 5-year grace period; the test first applies in year six.
e 509(a)(1) donor cap: contributions from any one donor count as public support only up to 2% of total support over the 5 years.

e Between 10% and 33 1/3%? A 509(a)(1) org may still qualify under the 10% facts-and-circumstances test (Part VI narrative required) — not available
under 509(a)(2).

e Fail for two consecutive years and the IRS reclassifies the organization as a private foundation.

Tax & Regulatory Filings for Pennsylvania Non-Profits 16




. S MaherDuessel
Supporting Organizations — 509(a)(3), Parts IV and V

An SO earns public charity status by supporting one or more 509(a)(1)/(2) supported organizations.

v/ Organizational test v/ Operational test V' Relationship test v Disqualified-person control test

Every SO must meet all four tests, then falls into one of three types:

s 4] ey

aen ]
Type | Type ll Type lll
“Operated, supervised or controlled by” “Supervised or controlled in connection with” “Operated in connection with”
Parent—subsidiary Brother—sister Related
The supported organization appoints a majority of Common control — overlapping boards manage Must also pass separate responsiveness and
the SO's board. both organizations. integral-part tests.
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Type lll Deep Dive — Functionally vs Non-Functionally Integrated

Type 11l SOs are split by how they meet the integral-part test.

AIA Non-Functionally Integrated (non-FISO)

Qg Functionally Integrated (FISO)

e Substantially all activites directly further a supported org's e Must meet an annual distribution requirement plus an
purpose, attentiveness requirement.
* ORitis the parent of the supported orgs, e Faces excess business holdings rules and limits on private-

. foundation grants.
e OR it supports a governmental org.

Distribution requirement: the greater of 85% of adjusted net income
or the minimum asset amount (Part V).

All Type 11l SOs must give each supported org an annual notification; classification changes use Form 8940.
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Due Dates and Extensions

Due the 15th day of the 5th month after fiscal year-end — May 15 for calendar-year filers.

Automatic 6-month extension via Form 8868 — no IRS approval needed.

E-filing is mandatory for the entire 990 series.

Build the deadline into your annual close calendar; it competes with audit and grant cycles.
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Public Disclosure Requirements

Form 990 and most schedules are public documents.

Must be provided on request and available at the principal office; also searchable via GuideStar, ProPublica and the IRS Tax Exempt
Organization Search.

Schedule B (donor list) is generally confidential and redacted from public copies for 501(c)(3)s.

e Transparency is a feature — expect donors, grantors, and watchdogs to read it.
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Penalties for Late or Missed 990s

Daily penalties scale with organization size — and can reach officers personally.

Smaller organizations Larger organizations

Gross receipts < ~51.2M Gross receipts above ~51.2M
Capped at the lesser of $12,000 or 5% of gross receipts Up to $60,000 per return

Responsible officers can face additional personal penalties for ignoring an IRS demand. Penalty figures are indexed — confirm current amounts in

the latest instructions.
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The Big One — Automatic Revocation = =/
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Miss any required 990-series return for three consecutive years and exempt status is revoked automatically —
by operation of law, with no warning letter required.

e No warning letter is required before revocation takes effect.
e Reinstatement requires a new exemption application — and may mean income tax on the gap period.

e The fix is prevention: even inactive organizations must file the e-Postcard.

Bottom line: three missed years = lost exemption. File every year, even at zero activity.
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SECTION

Unrelated Business Income

“ Even exempt organizations can owe income tax on business activity that falls
H outside their mission.
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What Is Unrelated Business Income (UBI)? T
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Income from a trade or business, regularly carried on, not substantially related to your exempt purpose.

e Exempt status does not shield this income from tax.

e Classic examples: advertising, unrelated rentals, rentals from debt-financed buildings, and sales unrelated to the mission.

e Fundraising and mission-related revenue are generally not UBI — the “substantially related” test governs.
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Reporting UBI — Form 990-T

File Form 990-T when gross income from an unrelated business is 51,000 or more.

e This is in addition to the Form 990 / 990-EZ / 990-PF, not instead of it.
e Pay estimated tax if the expected UBIT for the year is $500 or more.

e Each organization files its own 990-T (limited consolidation exceptions).
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SECTION

Payroll & Employment Taxes

If you have employees, this is your highest-frequency filing area — and PA is
unusually local-tax-heavy.
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Payroll Obligations Overview

Non-profits are employers first — most payroll rules apply just like any business.

Income-tax withholding + FICA (Social Security & Medicare);

Federal Form 941

PA State Flat 3.07% income-tax withholding and quarterly reconciliation

PA Unemployment (UC) Employer contributions plus employee UC withholding

Earned Income Tax (EIT), Local Services Tax (LST), Philadelphia
wage tax

Tax & Regulatory Filings for Pennsylvania Non-Profits
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's' PA is local-tax-heavy

60+ local tax jurisdictions

500+ local tax collectors

Few states push as much of the payroll-tax
burden down to the municipal and school-district
level.
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Federal Payroll Filings

Form 941 (quarterly) reports withheld income tax plus Social Security and Medicare.

501(c)(3) organizations are exempt from FUTA (federal unemployment).

Annual W-2 / W-3 to employees and the SSA; Form 1099-NEC for contractors.

Deposit schedule (monthly vs. semiweekly) depends on accumulated liability.
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PA State Income Tax Withholding

Flat 3.07% — simple math, but remit on your assigned schedule.

3.07% withheld on all compensation — resident and PA-source nonresident wages.

No state W-4, no allowances, no brackets.

The same 3.07% applies to bonuses and supplemental pay.

Remit on an assigned schedule; file quarterly reconciliation and the annual REV-1667 transmittal with W-2 data.
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PA Unemployment Compensation — Two Financing Choices

501(c)(3)s get a choice most businesses don't. Model your claims history before electing.

$

AI& Contributory &, Reimbursable

¢ Pay UC tax on the first $10,000 of each employee's wages e 501(c)(3)s may elect to reimburse the fund dollar-for-dollar
e Rate is set by your experience rating e You repay actual benefits paid to former employees
e Predictable, spreads risk across the state fund e Can save materially for orgs with low turnover

The election is a strategic decision — reimbursable rewards stability, contributory buffers volatility.
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PA UC — The Employee Piece

One of the few states where employees also contribute to UC.

e Employee UC withholding is 0.07% (current) of gross wages, with no wage cap.
e Applies regardless of whether you are contributory or reimbursable.

e Remit withheld employee contributions with your quarterly UC tax and wage report.
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Local Earned Income Tax (Act 32)

Most municipalities and school districts levy a local EIT, commonly around 1%.

e Withhold the higher of the employee's resident rate or the worksite nonresident rate.
e Driven by PSD codes from each employee's Residency Certification Form.

e Remit to the regional Act 32 collector; returns are generally due quarterly.
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Worker Classification & New Hire Reporting

Employee vs. independent contractor drives which taxes apply — misclassification is a frequent audit finding.
e |s the individual’s work schedule dictated by the organization?

e Does the individual use the organization’s equipment/assets to perform the work?

Report new employees to the PA new hire program within 20 days of hire.

Contractors receive Form 1099-NEC, not a W-2.

Keep signed W-4s, residency certification forms, and I-9s on file.
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SECTION

PA Sales & Use Tax

Two distinct questions with different answers: what you buy, and what you sell.
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Sales Tax — Exemption on Purchases T s
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Qualifying charities may be exempt from PA sales & use tax on purchases for their charitable purpose.

e Exemption is limited to purchases made in the institution's name and paid from its funds.
e Federal 501(c)(3) status is helpful but not strictly required for PA exemption.

e Governed by the Institutions of Purely Public Charity Act of 1997 (Act 55).
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The Five “Purely Public Charity” Criteria

An institution must satisfy all five tests under Act 55 to qualify.

-4

4 X I e
o= i
o

Charitable purpose Gratuitous services Class of beneficiaries Relieve government No private profit
Advance a charitable Donate or render Benefit a substantial and Relieve the government of Operate entirely free from
purpose gratuitously a substantial indefinite class of legitimate some of its burden private profit motive
portion of its services subjects of charity
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Applying for the Exemption — REV-72 T /e
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Submit Form REV-72 to the PA Department of Revenue (via myPATH) for a “75” exemption number.

e Attach: IRS Form 990 (or a treasurer's report if not required to file) and bylaws/articles with a dissolution clause.
* Articles/bylaws must prohibit private inurement of surplus on sale or dissolution.

e Renew every five years; the organization must continue to qualify under Act 55.
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Using the Exemption — REV-1220 Certificate

Present an exemption certificate (Form REV-1220) to vendors in lieu of paying tax.

e Give vendors evidence of exemption — the exemption number or a copy of the letter.
e Only valid for purchases tied to the charitable purpose.

e Personal purchases and unrelated-business purchases are not covered.
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Sales Tax — When You Are theSeller T
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Exemption on purchases does NOT exempt sales you make to the public.

e PA generally requires nonprofits to collect and remit sales tax on taxable items they sell.
e Register for a Sales Tax License (via myPATH) when making taxable public sales.

e Fundraising and concession sales to the general public are a common trigger.
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Fundraising Sales & Isolated Sales

Some fundraising sales may qualify for limited or event-based relief — conditions vary.

PA's Isolated Sales rules may apply to infrequent, one-off sales.

When in doubt, register and collect rather than risk an assessment.

Document the nature and frequency of each fundraising activity.
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SECTION

PA Department of State

Charitable solicitation registration — plus the brand-new annual report every non-
profit corporation now files.
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BCO-10 — Charitable Registration Overview

Organizations soliciting contributions from PA residents must register unless excluded or exempt.

¢ File Form BCO-10 with the Bureau of Corporations and Charitable Organizations.
e Must be signed by two different officers — one the chief fiscal officer or equivalent.

e This is separate from, and in addition to, the new PA Annual Report.
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Who Must Register — and Who's Exempt T

Register before soliciting, or within 30 days of exceeding $25,000 in gross contributions.

Small orgs (525,000 or less and no paid solicitors) are excluded.

Also exempt/excluded: religious institutions, many educational institutions, hospitals, and certain veterans' and public-safety groups.

Use Form BCO-9 to formalize an exemption or exclusion.
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BCO-10 Fees by Contribution Level

Registration fees step up with gross contributions.

$250
S 150 $500,000 or more
$100,000 t
S 100 less than SSOO(,)OOO

$25,001 to
less than $100,000

$15

$25,000 or less
(voluntary filing only)

Gross contributions -
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BCO-10 Financial Statement Tiers

The required level of financial statement rises with contribution size.

Less than $100,000 Internally prepared, compiled, reviewed, or audited

$100,000 to < $250,000 Compiled, reviewed, or audited

$250,000 to < $750,000 Reviewed or audited

$750,000 or more Audited financial statements required

More contributions = higher assurance
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BCO-10 Attachments & BCO-23

Attach a signed copy of the IRS 990 / 990-EZ / 990-PF / 990-N for the prior fiscal year, with schedules.

Do NOT send Schedule B unless you are filing a 990-PF.

Orgs filing 990-N, 990-EZ, or 990-PF (or not required to file a 990) must also file PA public disclosure Form BCO-23.

First-time filers also attach the IRS determination letter, articles, and bylaws.
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BCO-10 Deadlines & Penalties

e Annual renewal due the 15th day of the 11th month after fiscal year-end (e.g., Nov 15 for calendar-year orgs).
e Late penalty: $S25 per month (or part of a month).

e Persistent noncompliance can bar fundraising activity.
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New — PA Annual Report (Act 122 of 2022)

Effective January 1, 2025, this replaces the old decennial report.

e Non-profit corporations now file annually with the Department of State.

e Deadline: June 30 each year for nonprofit corporations; the fee is SO for o= Mark June 30
nonprofits.

e Reports basic entity info — name, registered office, a governor, and principal
officers. No financials required. SO filing fee

e Separate from the BCO-10: filing one does not satisfy the other.
Administrative-dissolution risk phases in for
reports due beginning 2027 — don't let this
one slip.
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Structural & Governance Changes — The Three-Step Pattern

Name changes, articles of incorporation amendments, and mergers all follow the same sequence: internal approval, then a state filing, then notify

the IRS and other agencies.

-
LLL File with State ﬂ Notify IRS & Others

) Approve

Board (and members, if any) File the required document with the Notify the IRS on the next Form 990,

approve the change and record it in 9 PA Department of State (where a 9 and update BCO-10 registration,

the minutes. state filing applies). sales-tax exemption, banks, and
grantors.

o Do it in order — the IRS expects a state-approved document as support before it will update its records.
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Name Changes — What to File

A legal name change is a two-track process: file with the state, then notify the IRS.

E PA Department of State a IRS Notification

¢ File Articles of Amendment (DSCB:15-1915/5915). e 990 / 990-EZ filers: check the “Name change” box in the Item
B header on the next return and attach a state-certified copy

¢ Include a Docketing Statement—Changes (DSCB:15-134B). of the amendment

® 990-N filers: cannot report on the e-Postcard — send a letter
or fax with supporting documents to EO Customer Account
Services.

$70 filing fee

No new EIN. A legal name change does not require a new EIN and does not affect tax-exempt status.

Best practice: request an IRS affirmation letter (a new determination letter in the new name) for grantors and banks; then update the bylaws, the BCO-10,
and the sales-tax exemption.
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Bylaws & Governing-Document Amendments — What to File

Where the amendment lands determines whether you file with the state or just report it.

Bylaws m Articles of Incorporation

Keep internally - report on the 990 File with the state

e Bylaws are internal documents — generally NOT filed with e Amendments to the Articles of Incorporation (not just
the PA Department of State. bylaws) still require a state Articles of Amendment filing.
e Adopt the amendment per your bylaws’ own procedures e Common trigger: adding IRS-required dissolution/purpose
and keep it with the board minutes. language missing from the original articles — that is an

Articles amendment, filed with the state.
e Report significant changes to governing documents to the

IRS on Form 990, Part VI (line 4), and describe them in
Schedule O.
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Mergers & Consolidations — What to File

Board approval and a state Statement of Merger; IRS treatment depends on whether the surviving entity keeps its classification.

Filings Checklist

ization A . . .
Organization v/ Board (and members, if any) of each organization approve a written plan of merger;

the underlying merger agreement is generally not filed.

V' PA: file Articles/Statement of Merger (DSCB:15-1926 / §5926) with a Docketing
Statement—Changes; fee is $70 plus $40 for each additional party.

Surviving v/ Same 501(c)(3) classification, surviving entity: exemption generally continues —
Organization B Entity notify the IRS with the legal documents; the IRS typically grants pro forma approval.

v/ Consolidation into a NEW entity, or entities with different exempt classifications: the
new/surviving entity must file a new exemption application (Form 1023).

v/ The non-surviving organization files a final Form 990 with Schedule N; then update
the BCO-10 and sales-tax exemption.

Two organizations combine into one surviving entity.
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SECTION

Putting It All Together

One consolidated calendar keeps the whole organization compliant across every
agency.
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The Annual Compliance Calendar

The full year at a glance — color-coded by filing type.

Feb Mar Apr May Jun
W-zs / 10995
Q4 payroll
Jul Aug Sep Oct Nov Dec

Q2 payroll Q3 payroll BCO-10 renewal

. Payroll (941 / PAUC / local) . Wage statements . IRS 990 series . PA Annual Report . BCO-10 renewal
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Common Compliance Pitfalls

Skipping the 990-N

o Missed e-Postcards drift an inactive org toward AIO

automatic revocation.

Assuming exemption covers sales

Bk

‘) A purchase exemption does not exempt the taxable
sales you make to the public.

Tax & Regulatory Filings for Pennsylvania Non-Profits
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Pursuing the profession while promoti

Employee vs. Contractor

Misclassifying employees as independent
contractors.

Overlooking new deadlines

Missing the new June 30 Annual Report and the 5-
year REV-72 renewal.

ing the public good
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Key Takeaways & Contact

Tax-exempt does not mean filing-exempt — four agencies, many deadlines.

The 990 series and the three-year revocation rule are non-negotiable. Let's talk

Payroll and PA's local taxes are the highest-frequency obligations. Dustin D. Starr, CPA

New: the June 30 PA Annual Report. Principal

Maher Duessel, CPAs

& dstarr@md-cpas.com

@ www.md-cpas.com

Certified Public Accountants — Pursuing the profession
while promoting the public good.

Educational content only. Confirm current requirements with your advisor and the applicable agency instructions
before filing.
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