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Mr. Chairman and Members of the Subcommittee: 

We are pleased to be here to assist the Subcommittee in its 

inquiry into the Internal Revenue Service's (IRS') efforts to 

enforce those reporting requirements of the Internal Revenue 

Code applicable to tax-exempt private foundations. Our testi- 

mony is based on extensive work we have done in response to this 

Subcommittee's request. Our final report on these matters 

should be issued within the next month or so. 

Overall, our review showed that the information which pri- 

vate foundations are required by law to submit to IRS is impor- 

tant both for public information purposes and for tax adminls- 

tration purposes. We found that private foundations generally 

:comply with the reporting requirements which IRS, through its 

:actions, has shown are important. However, IRS has devoted lit- . 

Jtle attention to .certain reporting requirements for information 

iwhich would be useful to the public and the Congress for moni- 
I 
itoring foundation activities and to grant seekers for identi- 

fying those foundations most likely to fund their programs. 

Consequently, most foundations do not comply as well with those 

requirements. To assure availability of all information man- 

dated by law, IRS needs to make certain changes in its enforce- 

/ment activities. / 
j BACKGROUND 

According to a 1982 IRS study, about 28,000 tax-exempt pri- 

) vate foundations filed returns for tax year 1979 showing about 

1 $35 billion in assets and about $3 billion in charitable 

1 
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contributions, gifts and grants. In general, because founda- 

tions are recognized as exempt frortl Fecleral income tax, their 

assets, while under the direct control of private individuals, 

are to be permanently dedicated to public purposes. 

To help assure that foundations serve public interests, as 

qpposed to private financial interes?s, the Internal Revenue 

Code requires extensive reporting on the returns foundations 

file with IRS ,and makes those returns available for public in- 

Spection. These requirements were enacted primarily to 

'(1) facilitate congressional, general public, and IRS oversight 

of private foundations, and (2) enable grant seekers to obtain 

the information necessary for seeking funding from private foun- 

idations. 

When we began our 'review in September 1981, most private 

ifoundations were required to file two returns with IRS--the 

)990PF and the 990AR. Attachments I and II to my prepared state- 

lment contain copies of these returns. The 990PF return was 

developed primarily for tax administration purposes. For ex- 

ample, IRS uses the return information to verify the computation 

:and payment of the excise tax based on foundation investment in- 

) come and to monitor compliance with various tax exemption re- 

/4 uirements, such as adherence to specific self-dealing or busi- 

ness holding restrictions. The 990PF return also contains some 

1 information more related to public needs, such as the identity 

i of those individuals responsible for managing a foundation. 
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The 990AR return was developed primarily for public infor- 

mation purposes. The return required, among other things, de- 

tailed information on foundation grant-making programs and 

investment holdings. The sponsor of the legislation which es- 

tablished the reporting requirements in the Tax Reform Act of 

1969 believed that the operation of a tax-exempt foundation is a 

public trust and that information on foundation activities is of 

lpublic concern. He believed that if a foundation made a grant 

'for a questionable purpose or was operated in a lnanner not con- 

sistent with the public interest, it would be surfaced through 

the reporting requirements. Further, he recognized the infprma- 

tion needs of concerned people who want to get contributions and 

grants from foundations. 

Subsequent to the initiation of our review, the two returns 

'were consolidated into one-- a revised 990PF--a copy of which is 

~ contained in attachment III to my prepared statement. The new 

: return affected tax year 1981, but was not required to be filed 

until 5-l/2 months after the close of a foundation's fiscal 

: year. As a result, some foundations probably would not have 

j first filed the return until as recently as this month. Because 

: of this and since the new return did not delete any of the 

) existing reporting requirements, we based our review on the / 
,I 990PF and 990AR returns that had been filed with IRS and were 

1 available at the time we did our work. 

Specifically, we selected random samples from the 14,860 

1 990PF returns and 10,930 990AR returns that were processed by 



IRS' Andover, Brookhaven, and Kansas City Service Centers during 

1981.1/ Accordingly, the data presented in this testimony re- 

present projections from our samples to those universes and are 

subject to certain precision levels. A detailed explanation of 

our review objectives, scope and methodology are contained in 

attachment IV to my prepared statement. 

Basically, we reviewed the 990AR and 990PF returns'for com- 

pleteness from two perspectives. First, we reviewed the returns 

to determine if they reported complete information on those 

return items which IRS, considering budgetary constraints on its 

service center operations for processing the returns, had iden- 

tified as necessary for efficient administration of the tax 

law. We refer to these items as tax administration reporting 

(requirements. Second, we reviewed the returns to determine if 

ithey reported complete information on 19 reporting items which 

,essentially make up 3 sections of the two returns. As required 

iby the Internal Revenue Code, these sections concern foundation 

'grant-making programs, investment holdings, and managers. 

,Public interest groups we spoke with cited a need for this in- 

: formation. We refer to these items as public information re- 

/ porting requirements. 

In view of the limited time available this morning, I 

would now like to summarize our findings, conclusions, and 
---.- 

1 1/Th e universe of 990PF and 990AR returns are not equal 

primarily because foundations with less than $5,000 ,in assets 

were not required to file a 990AR return and because .of the 

manner in which returns selected for examination were 

I processed and stored. 
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recommendations with respect to the reporting practices of pri- 

vate foundations and IRS’ efforts to assure complete reporting. 

Attachments IV through VII to my prepared statement contain the 

detailed results of our work; and I will refer to them, as ap- 

propriate, throughout my testimony. 

FOUNDATION RETURN INFORMATION -m-w 
IS.IM~PORTANT TO_ THE PUBLIC .-.. * 

With the reductions in Federal aid to education, health, 

and social welfare, as well as to the public in general, many 

people will probably look to private charitable organizations, 

such as tax-exempt private foundations, to help fill that gap. 

In this regard, the returns filed with IRS by private founda- 

tions are an important, and often unique, source of information 

~ for grant seekers in determining whether or not to seek finan- 

i cial support from individual foundations. 

In general, the public's information needs center on 

: (1) the types of grants made by foundations, (2) the identities 

of those responsible for managing foundations' activities, and 

(3) foundations' investment holdings. The listing of grants on 

the old 990AR return, as well as the new 990PF return, provides 

1 grant seekers with an indication of which private foundations 

j nationwide have interests similar to the'grant seekers and would 

/ thus be most likely to fund the grant seekers' proposals. Of- c / 
/ ten, the return is the only readily available source for this 

i information. Further, without the returns it would be more dif- 

ficult for the public and the Congress to monitor private foun- 

dation grant-making programs. 



IGrant seekers are also interested in t’ne identity of those 

who make the foundation's decisions. The managers listing on 

the old 990PF return, as well as the new 990PF return, is a pri- 

mary source of this information. This listing provides the name 

of a potential contact within the foundation to lobby for 

funding, promote grant proposals, and/or obtain knowledge of the 

types of grants a foundation will consider. Additionally, in- 

formation on foundation management promotes public oversight 

because it provides information on who is controlling foundation 

assets. 

Those interested in exercising general oversight of private 

foundations need information on foundations' assets and how they 

;are managed. As a condition for tax-exempt status, foundations 

I and all other charitable organizations are required to perma- 

' nently dedicate their assets to public purposes. Without ade- 
, 
1 quate information on the extent and nature of foundations' in- I / 
) vestments and other assets-- information provided primarily on 

: the 990AR return and now on the revised 99OPF return--the 

Congress, the public, and IRS would have a difficult time iden- 

I tifying possible conflicts of interest, such as investments 

j which appear to be more beneficial to officers of the foundation 

j than to the public. They would have an equally difficult time 

overseeing whether foundations are receiving a reasonable return 

on their investments and maintaining the financial strength 
I , ; needed for continued charitable activities. 
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Information which simplifies the search for foundation sup- 

port is in substantial demand and is therefore widely distri-' 

buted and used. During 1981, The Foundation Center, a national 

tax-exempt service organization founded to make information on 

private foundations nore accessible to the public, provided as- 
. 

sistance to over 120,000 grant seekers and others interested in 

foundation activities through its branch offices and cooperating 

libraries located throughout the country. The Center publishes 

numerous directories, data books, and extracts from computer 

based information systems. Over 40,OO.O copies of these informa- 

tion items were sold in 1981. Additionally, the Taft Corpora- 

tion, a private profit-making concern, publishes a wide variety 

of directories and provides other information services to help 

Igrant seekers more effectively identify sources of foundation 

support. According to the Foundation Center, the Taft Corpora- 

,tion and others, much of the information published on foundation 

i activities is based on, and available only from, the returns 

private foundations file with IRS. Thus, the need for accurate 

and complete information is apparent. 

MJXNY FOUNDATIP_NS DO NOT 

PROVIDE COMPLETE PUBLIC INFORMATION 

Although the public needs and uses private foundation 

j return information, most foundations filing returns at the three 
I 
( service centers we visited had not fully disclosed certain re- 

I t,luired information on their grant-making programs, investment 



holdings, and/or managers. On the other hand, most foundations 

had complied with those reporting requirements that IRS has in- 

dicated as being necessary for efficient and effective adminis- 

tration and enforcement of the tax exemption laws. 

Overall, we estimate that about 41 percent of the 990PF 

returns and 94 percent of the 990AR returns filed at the three 

service centers omitted information on at least one of the 19 

public information reporting items we reviewed. Moreover, about 

,70 percent of the 99OAR returns did not provide complete infor- 

lmation on 25 percent or more of these public information re- 

porting items. Specifically, our analyses of foundation returns 

:for complete public information reporting showed the following. 

--About 79 percent of the 990AR returns did not report 

complete information on grants paid during the year. 

,Most significantly, about 59 percent did not report 

complete grant purpose descriptions and about 72 percent 

did not report grant recipient addresses. 

--About 31 percent of the 990AR returns did not report 

complete information on asset holdings. Most signi- 

ficantly, about 28 percent did not adequately describe 

all securities and other assets. 

--About 41 percent of the 990PF returns did not report 

complete information on those responsible for managing 

the foundation. Most significantly, 32 percent reported 

no information. 

I 8 



In contrast, about 32 percent of the 990PF returns and 33 per- 

cent of the 93OAR returns we sampled reported all the return 

information that IRS had identified as being necessary for effi- 

cient administration of the tax exemption law. 

Further details on our analyses of private foundation re- 

turns are contained ir\, attachment V to my prepared statement. 

However, I would like to take a moment to point out that the 

reporting problems we found are not just attributable to small 

foundations. With certain exceptions, larger foundations--those 

with $1 million or more in assets and/or $100,000 in revenue-- 

were just as likely to file incomplete 990AR returns as the,, 

,smaller foundations. Because of the concentration of economic 

land grant making resources, the significance of incomplete re- 

(porting by even a few larger foundations is considerable. For 

#example, data developed by IRS shows that foundations with reve- 

nues exceeding $lOO,OOO-- although substantially outnumbered by 

smaller foundations-- control about 91 percent of total founda- 

tion assets and make about 90 percent of total foundation con- 

tributions, gifts, or grants. 

: LESS IRS ATTENTION GIVEN TO PUBLIC -- -.- 
I INFORMATION REPORTING REQUIREMENTS THAN 

j TO TAX ADMINISTRATION-REQUIREMENTS 
I Based on our review work, we believe that the difference 

between the high level of foundation compliance with the tax 

administration reporting requirements and the substantially 

lower levels of compliance with the public information require- 

ments stems from IRS' insufficient attention to the public in- 

/ formation requirements. 
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When certain information needed for tax administration pur- 

poses is omitted from Eo~~ndation returns, IRS service centers 

correspond with the foundations to obtain the information. 

After this initial correspondence, usually about 98 percent of 

the 990PF returns were complete with respect to those return 

items which IRS had identified as necessary for efficient ad- 

ministration of the tax laws. Therefore, rather than corre- 

sponding a second time to correct the relatively small remaining 

tax administration reporting problem, IRS uses its *examination 

jprogram to further improve foundation compliance with the tax 

administration reporting requirements. In this regard, the, 

Internal Revenue Manual instructs examiners to review any ser- 

vice center requests of foundations for data needed to complete 

/returns and to resolve any discrepancies during examinations. 

In contrast, IRS makes little effort to assure the com- 

pleteness of public information items on foundation returns. 

:With few exceptions, IRS service centers do not routinely corre- 

spond with foundations' to obtain missing information on founda- 

tion grant-making programs, asset holdings, or managers. For 

example, IRS procedures require service centers to correspond 

with foundations only to obtain missing information relating to 

I their managers and then only when certain conditions are pre- 

' sent, such as indications that managers are being compensated. 

Given these criteria, we found that the service centers we 

visited corresponded very infrequently on the estimated 6,100 
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990PF returns they received with inconplete lnanager informa- 

tion. Our analysis indicates that less than 1 percent of the 

foundations which filed the estimated 6,100 returns were re- 

quested to provide more complete information. 

Not corresponding routinely, at least once, for missing 

public information items places on IRS' examination program the 

burden of securing such information and of improving public in- 

formation reporting. However, IRS has not made a concerted ef- 

,fort to use its examination program to motivate foundations 

ltoward full information disclosures on their annual returns. 

lNeither has IRS attempted to use the late filing penalty ad/an 

,enforcement sanction to encourage compliance with the reporting 

'requirements. 

As a first step in its process for selecting returns for 

I examination, IRS uses a computerized scoring system to rank the 

I returns. However, the computer scoring system does not guaran- 
I 
1 tee that returns with incomplete public information will receive 
I 
( high scores and thus be selected for examination. In fact, a 

foundation not adequately reporting information on its grant- 

making programs, investment holdings, or managers, could receive 

the same computer score as a foundation reporting complete 

~ information. 
, As a second step in the selection process, returns with 

1 high computer scores are forwarded to the district offices where 

) they are reviewed manually to identify those with the greatest 

, 
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potential for tax exemption noncompliance. However, our statis- 

'tical analysis of a sample of those returns showed that re- 

viewers were just as likely to select complete 990AR returns for 

examination as incomplete ones, and were more likely to select 

complete 99OPF returns than incomplete ones. 
. 

Even when returns with missing public information are se- 

lected for examination, IRS examiners frequently overlook the 

missing items. On the basis of our review of 182 of the 1,365 

private foundation examination files at the three service cen- 

ters, we estimate that about 72 percent of the 1,365 examination 

files involved incomplete returns for public information p'ur- 

I poses. However, we estimate that IRS examiners only notified 

j about 8 percent of the examined foundations about incomplete 

: reporting problems. 

I Moreover, about 25 percent of the examination files did not 
I 

contain a 990AR return, even though the foundations reported as- 

sets exceeding the dollar requirement for filing such a return. 

We believe the absence of the 990AR return indicates that the 

quality of public information reporting was not a material part 

of the examination. We further believe that IRS examiners' in- 

attention to missing 99OAR information stems, at least in part, 

from the lack of specific examination guidelines for public 

information reporting items. 

Another reason IRS examinations have not effectively de- 

tected incomplete information on private foundation returns is 

I 12 



that IRS management does not have adequate data for monitoring 

the incomplete reporting problem. IRS has a management informa- 

tion system which provides manager:; with a :nechanism for moni- 

toring certain compliance problems uncovered during examina- 

tions. It also conducts Taxpayer Compliance Measurement Rro- 

grams to measure exempt organization, including private founda- 

tion, compliance with the tax-exemption laws and to develop com- 

puter-assisted examination selection methods. However, neither 

the management information system nor the compliance measurement 

programs have included data on incomplete reporting for public 

information purposes. '1 

By not using either the information system or compliance 

measurement program to accumulate data on incomplete reporting, 

IRS management does not know the extent of noncompliance with. 

public information reporting requirements identified during 

examinations of foundations nationwide. Consequently, IRS 

managers lack useful information for (1) modifying examination 

:procedures or objectives to respond to this aspect of noncom- 

pliance or (2) determining whether taxpayer education programs 

are needed, and/or return forms or instructions should be 

clarified. 

When missing information is detected but not provided, the 

1 Internal Revenue Code authorizes a penalty of $10 for each day 

1 the information is not provided up to a maximum of $5,000. 

i IRS has neither assessed the penalty nor established procedures 
I 
( to do so. However, Treasury and IRS officials have recognized 

13 



the need for such a penalty to improve the completeness of 

reporting and have considered several proposals for implementing 

the penalty provisions. Even so, each proposal has been with- 

drawn due to various concerns, such as the method of implementa- 

tion proposed or the costs involved. 

Attachment VI to my prepared statement contains more de- 

tails on our evaluation of IRS' administration and enforcement 

,of the private foundation reporting requirements. 

CONCLUSIONS AND RECOMMENDATIONS 

Considering the public's need for and use of private founda- 

tion return information, IRS should be working more with foun- 

.dations to assure they are making full information disclosures 

on their returns. The success IRS has had in securing foun- 

dation compliance with the tax administration reporting require- 

ments indicates that by placing more emphasis on public infor- 

mation reporting during existing correspondence and routine 

foundation examination programs, improved compliance with those 

requirements could be obtained as well. Therefore, IRS needs a 

more systematic means for enforcing private foundation reporting 

practices. 

Various approaches are available to IRS for securing 

greater foundation compliance with the public information re- 

porting requirements. These are discussed in detail in attach- 

ment VII to my prepared statement. However, we believe that by 

adopting a combined enforcement approach--one which involves 

certain changes to the service center correspondence program, 

14 



the district office system for selecting, returns for examina- 

tion, and the examination pr:>cess itself--IRS could better se- 

cure foundation compliance without significantly increasing its 

present resource commitment to enforcing tax exemption law. 
I 

Regardless of the overall enEorcement approach IRS adopts, 

it needs to increase the emphasis it gives to public information 

reporting during examinations of private foundations. To accom- 

plish this, it needs to revise the Internal Revenue Manual to 

clarify the responsibility of examiners to secure compliance 

:with the Internal Revenue Code's public information reporting 

requirements. For IRS examiners to uniformly recognize incpm- 

plete reporting , particularly as it relates to grants and in- 

vestments, they should have clear instructions specifying the 

.information to be -reported. and the steps they should take to 

,secure compliance. 

Similarly, regardless of which approach IRS adopts to se- 

I cure increased compliance with the reporting requirements, it 

needs to collect sufficient information for monitoring and as- 

sessing private foundation progress in making complete public 

information disclosures. Such information would enable IRS 

: management to make more informed decisions on the degree of ef- 

/ fort to apply to the problem or whether to modify the enforce- 

1 ment approach. 

Finally, IRS needs to develop procedures for implementing 

( enforcement sanctions to compel compliance with the reporting 

requirements, when appropriate. Congress has provided IRS with 

1 the authority to assess a penalty against incomplete return 



filers: but, IRS has not yet attempted to use the penalty. The 

penalty should be used if foundations refuse to provide the in- 

formation required by the returns after IRS has systematically 

taken actions to secure compliance. 

Mr. Chairman, the theme of my testimony today is very 

simple. Congress has enacted legislation for the purpose of 

Ipromoting disclosure of certain information by tax-exempt foun- 

'dations. Its desires in this regard, however, are not being 

/fully realized because IRS has not effectively enforced private 

j foundation compliance with certain reporting requirements. As 

(we noted above' and will discuss in more detail in our forth- 

I coming report, we have some thoughts ,on how.IRS can more ef- 

( fectively administer the tax-exempt foundation reporting 

: requirements. 

This concludes my prepared statement. We would be pleased 

i to respond to any questions. 
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2 0  D e p re c i a ti o n , a m o rti z a ti o n , a n d  d e p l e ti o n  (s e e  i n s tru c ti o n s ) -_ _ -..--_ -- -_ _ _ _ --- - -  ..- 
2 1  R e n t ............... - - -_ - -  -  _ ----- ._ _ -_ - -_ _ -  
2 2  O th e r  e x p e n s e s  (a tta c h  s c h e d u l e )  ..... ._ - -_ - - -_ _ -_ - - -_ - -_ -_ _ _ (  
2 3 , C o n tri b u ti o n s , g i fts , g ra n ts  (s e e  i n s tru c ti o n s )  . 
2 4 :T o ta l -a d d  l i n e s  1 4  th ro u g h  2 3  ........ 

(0 ) C o m p u ta ti o n  o f 
n e t i n v e s tm e n t fo r e x e m p t 

q  u r o o a e  

. ; 

j  

. ---_ - - - - - _ - - - _ - - _ _ _ _ _ _ _  I_ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ - _ _ - - - - - .  I.-._ _ _ _ _ _ _ _ _ - - - - - _ - - _ _  

-----.-_ _ -_ _ --_ _ _ _ _ -_ _ _ _  I _ _ -_ _ _ _ _ -_ _ --_ _ _ _ _ -_ --.- I ._ ._ _ -_ _ -_ _ _ _ _ --_ _ _ --- ,-..---_ --_ _ ..---_ _ -.---_ _ -_ _ _ _ _ -* _ _ -_ _ _ -_ --_ _ _ _  w  ------.--._ _ -_ _ .._ .---- .-_ _ _ -._ -_ _ _ _ -_ --_ _ _ _ _ _ _ _  . . . ..-.....-.......... 

e s ti c  o rg a n i z a ti o n s  e n te r  2 %  o f l i n e  2 5 (b ). F o re i g n  o rg a n i z a ti o n s  e n te r  4 %  o f l i n e  2 5 (b )  . . . . 
Itr: (a )  F o re i g n  o rg a n i z a ti o n s -ta x  w i th h e l d  a t s o u rc e  . . . . . . . . . . 

(b )  T a x  p a i d  w i th  a p p l i c a ti o n  fo r  e x te n s i o n  o f ti m e  to  fi l e  (F o rm  2 7 5 8 )  . . 
3  T a x /d u e - l i n e  1  m i n u s  l i n e  2 . P a y  i n  fu l l  w i th  re tu rn . M a k e  c h e c k  o r  m o n e y  o rd e r  p a y a b l e  to  In te rn a l  R e v e n u e  

S e & e  (w r i t e  e m p l o y e r  i d e n ti fi c a ti o n  n u m b e r  o n  c h e c k  o r  m o n e y  o rd e r)  : . . . . . . . . . . . b  
,4  O v c l i p a y m e n t-l i n e  2  m i n u s  l i n e  1  . . . . . . . . . . . . . . . . . . . . . . . . w  
F o re i g n  ~ q s n i z a ti o n - -En te r  b o o k  v a l u e  b  5  a n d  fa i r  m a rk e t v a l u e  . . $  o f i n v e s tm e n t a s s e ts  h e l d  i n  U .S . 

IJ  d rr p m rl ttr o f w tw y . I d o c l u e  tl m t I h a v r  e r r m m e d  th i s  r e t u r n ,  i n c tu d i n #  a c c o m p a n y i n g  s c h e d u l e r  a n d  

2 ! 
tru  . o o m c t, m l  e o m p l r to . D I c l r n t i O n  o f p r W W rr ( o t h r r  th a n  trrp a y r r )  i n  b a w d  o n  4 1  i n fo r m a ti o n  o f w h i c h  th r  

s  
0  

o n i c r r  o r  tru r t r e  D s t e  P r * p a r o f r  r i g n a tu r *  

P r e p e re fs  e d d re s s  (o r e m p l o y e r’s  n e m e  a n d  e d d re s s ) 



ATTACHMENT I 

Form 990-W (1980) 

m Balance Sheets I 

1 Cash: 
Assets 

(0) Savings and interest.bearing accounts , . , . 
(b) Other . . . . . . . . , . , . 

2 Accounf: receivable net . . . , . . . . . 
3 Notes receivable net (attach schedule) , . , , . 
4 Inventories . . . . . . . . . . . . 
5 Government obligations: 

(a) U.S. and instrumentalities . . . , , , , 
(b) State, subdivisions of States , , . . . . 

6 Investments in corporate bonds, etc. (attach schedule) . 
7 Investments in corporate stocks (attach schedule) . . 
8 Mortgage loans (number of loans It . . . . . . . . . . . . . ...) . . 
9 Other investments (attach schedule) . . . . . . 

10 Depreciable (depletable) assets (attach schedule): 
(a) Hold for investment purposes , . . . . . 
(b), Minus accumulated depreciation . . . . . 
(c)j Held for charitable purposes , , . . . . 
(d): Minus accumulated depreciation , , . . . 

11 Lsntl: 
(a) Held for Investment purposes , . , . , . 
(b) Held for charitable purposes . . , , . . 

12 Other asssts (attach schedule) . . . . , . . 
13 Total assets . . . . . . . . . . . . 

Uabllltlss 
14 Acc$~unts payable . . . . . . . . . . . 
15 Conhrlbutlons, gifts, grants, payeble . . . . ‘. . 
16 Moljtgages and notes payable (attach schedule) , . . 
17 Othbr IlabillUer (attach schedule) . . . . , , 
18 Tot I Ilabilitles . . . . . . . . . . . 

1 Nat Worth (Fund Ealancar) 
19 Prl clpal fund k ..__...._._._.__..__.~~~~~.~.~.~~..~~..~.~~ 
.eewm*.-  

t  
___-___-_*-__--__.----.----------.------------------. 

.*..--.$-..-..----.---------------------------..-----------.--~ 

20 IncjDmo fund b . ..__.._______.___-----.-.-....--------...-.. 
..-....-.~l--.--------------------- 
..-*--“------~-..---.---*----.---.-------------.-... 
21 Total net worth (fund balances) . . . . . , . 
22 To!al llablllties and net worth (Ilne 18 plus line 21) . . 1 

. m Analysis of Changes in Net Worth 

_ , ,  .” I , . . _  -  . _ - ._ - .  - -  
*  -  

ATTACHMENT I I 

(A) Amount 

Page 2 
Boginning of tax year End of tax YCL~~ 

7 0 Amount / (0) Total 

. . . . . . . .._...._....__.... 
__-__--___....___.._...__ 

. ..__.._______._.__.~~~.~. I 

________________._..---.- _-___-__---__-._.-._.---. I T-‘-----‘-“---‘---‘---. 

/ 

1 Tqtsl net worth at beglnnlng of year--Part III, Column 8, fine 21 , , . , . , . . . . , . . . 
2 Etjtat amount from Part I, line 25(a) . . . . . . . . , . . . . , , . . . . . . . . 
3 Oyhrr incrsarrer not included In line 2 (ibmlze) b .__.__.._-______.__________________--_______----.-._-...--.-.....__..---.--. 

_.~... 

j- *---- __.--__.--_--.-.-_..-.-..--..-----.---.---.-.----------.-----.-...-.-...------...-.-.-..-..-.-.--------..---------------.--------------.- 

4T’talofllnas1,2,and3. . . . . . . . . . . . . . . . . . . . . . . . . . . . 
5 D creases not included ln line 2 (Itemize) 

g 
b ..-_._______-....__.-------..-.--..---...------.--.---.------------.------.---.---. 

---.-.~~-“-~““‘-..“-.....--..--.----------------..------------------.-.-....----..--......-.........-----.-------------.---.--------.---.. 
-- .-.,....,..“..;..-....II..............----------------------.---.-.-...-..--..-.........--.-------------------------------.--. 
._-_.- _____-._...-._.-.*.____1_______1_1__1___--------.------------------------...-..-......----.-.....--..-.--.--.---------------------.--.-.. 

i 
-~~~~ --*es ~.-....--.......-....-..---------------~-~~-~~~--~---~---~~---.-~~.--..*...-...-.~..~..~~.~~~.~~~.~-~..---------.-----.----..-.-.- 
-smws --....L---;l..-.--........-...--.--..-.----.----.-----.---------r-------------------...-------.*..------.--.----.---.----.----------------.r.. 

6 Tbbiai ‘net worth et end bt year (line 4 minus line 6)-Part Ill: Column D, line 21 , . . . . . . . . . I 

/’ 
18 ’ 



., _ . . .._.. . 

ATTACHMENT I ATTACHMENT I 

ils Form 4720 ;f you answer “NO” to question 10(b), II(b), or 14(b); or if you answer “Yes,” to question 10(c), L?(b), 13(a), or 13(b). 
1 (a) During th@ tax year, did you attempt to InfluenCe any national, State, or local legislation? , , . . . . . . 

(b) During the year did you participate or intervene in any political campaign? . . , , , , . , . . . . 
(c) O;d you spend more than $100 during the year (either directly or indirectly) for political purposes (see instructions for definition)? . 

If you answered “YeS” to l(a), (b), or (c), attach a detailed description of the activities and copies 
of any materials published or distributed by the organization in connection with the activities. 

(d) Did you file Form 112G-RGL? . . . . . . . . . . . . , . . . , . . l . . . 
2 H~V~J you engaged in any activities which have not previously been reported to the Internal Revenue Service?: 

. . 

. . 
!I “Yes,” attach a detailed description of the activities. 

3 Have you made any changes, not previously reported to the IRS, in your governing instrument, articles of incorpo- 
ration, or bylaws, or other similar instruments? . . . . . . . . . . , , , . . . . . . . . . 
If ?‘es,” attach a conformed copy of the changes. . 

4 (a) Did you ha,ve unrelated business gross income of $1,000 or more during the year? , . . . . . . . . . 
(b) If “Yes,” have you fried a tax return on Form 990-T for this year? . . . . , . . . . . . . . . . 

5 Was the#re a liquidation, termination, dissolution, or substantial contraction during the year? . , . . , 
I/ “Yes,” attach a schedule for each asset disposed of showing: the type of asset, the date of disposition, its Los; 0; 
other basis, its fair market value on date of disposition, and the name and address of each recipient to whom assets 
were distributed. 

6 (a) Did,you have at least $5,000 in assets at any time during the year? . . . . . . . . , . . . . . . 
(b) If “Yes,” did you file the annual report required by section 6056 (see Form 990-AR for instructions)? . . . . 

7 Are the requirements of section 508(e) (relating to governing instruments) satisfied? (See instructions) . . . . 
If “Yes,” are the requirements satisfied by: 
(a) Language In the governing instrument (original or as amended), or . . . . . . . . . . . . . . 
(b) Enactment of State legislation that effectively amends the governing instrument with no mandatory directions 

in the governing instrument that conflict with the State law? . . . . . . . . . . . . . . . . . 
8 (I) Enter States to which the foundation reports or with which it is registered (see instructions) b ______________.___.____ 

--------..-*-....--.----‘I------ --__-----__..__--__-----..---.----.--------.-.----------------.---.---..~--------------------.-------.---------.-------~ 
(b) If you answered 6(a) “Yes,” have you furnished a copy of Form 990-AR (or equivalent report) to the Attorney 

Ge&al (or his/her designate) of each State as required by General instruction K.11 . . . . . . . . . 
If :‘No,” attach explanation. 

9 Are you claiming status as an operatmg foundation within the meaning of sections 4942(j)(3) or 4942(j)(6) for calen- 
dar year 1980 or fiscal year beginning In 1980 (see instructions for Part XII)? . . . . . . . . . . . . . 
If “Yes’ ” complete Part XII. 

3 Self.de&ling (section 4941): 
(a) Duling the year did you (either directly or indirectly): 

(1) Engage in the sale or exchange or leasing of property with a disqualified person? . . . . . . . . . 
(2$ Borrow money from, lend money to, or otherwise extend credit to (or accept it from) a disqualified person? . 
(3$ Furnish goods, services, or facilities to (or accept them from) a disqualified person? , . . . . . . . 
(4) Pay compensation to or pay or reimburse the expenses of a disqualified person? . . . . . . . . . 
(5) Transfer any of your income or assets to a disqualified person (or make any of either available for the 

benefit or use of a disqualified person)? . , . 
(61 Agree to pay money or property to a government off’icial? iExlepiior% chec’k “No” iiyol a’gre’ed to make a’ 

/ grant to or to employ the official for a period after he or she terminates government service if he or she is 
j terminatlng within 90 days.) . . . . . . . . . . . . . . . . . . . . , . . . . 

(b) If IOU answered “Yes” to any of the questions lo(a)(l) through (6), were the acts you engaged in excepted acts 
al described in the instructions for this line? . . . . . . . . . . . . . . . . . . . . . 

(6) 01 

f 

you engage in a prior year in any of the acts described in 10(a), other than excepted acts, that were acts Of 
Se f-dealing that were not corrected by the first day of your tax year beginning in 1980? . . . . , . . . 

.I TWar Oil faiiUr0 to distribute income (section 4942) (does not apply for years you were an operating foundation as 

&fin 
(8) oi 

ginning before 19801 . . . . . . . . . . . . . . . . . . . . . , . , , . . . 

j 

in section 4942(j)(3) or 4942(j)(6)): 
YOU at the end of tax year 1980 have any undistributed income (lines 6(b) and (c), Rae Xl) for tax year(s) 

If “Yer,” llat the years b . ..-...-.....--.... . . . . . . . ..-.......-. . . . . . . . . . . . . . . . . ..( . . . . . . . . . . . . . . . .._. 
@) If “Yes,” to (a) above, are YOU applying the provisions of section 4942(a)(2) (relating to incorrect valuation 

aSSetS) to the undistributed income for ALL such years? . . . . . . . . . , , , . . , , , 
(c) If the provisions of section 4942(a)(2) are being applied to ANY of the years listed in (a) above, list the yeare 

h ra and aeo the instructions b . . . . ..-.............. . . . . . . . . . . . . . . ..---.. -...-......-.-...---, .._......_........_.. 
2 Taxes on excess business holdings (section 4943): 

(a) D d YOU hold more than 2% direct or indirect interest in any business enterprise at any time during the year? , 
(b) If “Yes,” did you have BXCOSS business holdings in 1980 as a result of any purchase by you or disqualified per: 

sons after May 26, 1969; after the lapse of the 5year period to dispose of holdings acquired by gift or bequest: 
o ’ after the lapse of the IO-year first phase holding period7 , 
N(ote: YOU may US@ Schedule C, Form 4720 to determine if you hbd bxcbss’bu~iness’ho~din’gs in i98b. ’ * ’ ’ 

19 
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ATTACHMENT I AT'J'?ACt-lklENT I 

Form 9%~.-PF rlS80) Pago 4 
g$ggyjwsJ. t 2 ements i7egording Activities (continued) 
13 T4iws WI Investmer:ts wi??hwrze charrtabla purpose (sec:lon 4944): 

(J) D!il you invest during the year any amount in a manner that would jeopardize the carrying out of any of your Yes No - - 
exempt purposes?. . . . . . , . . . . . . . . . . . . . . . . . . . , . . . -- 

(b) CL.1 you make any investment in a prior year (but after December 31, 1969) that could jeopardize your chantable 

purpose that you had not removed from jeopardy on the first day of your tax year beginning in 1980? . . 
14 Taxes cn taxable expendrtures (sectlon 4945): ,mm 

(a) U~r~ng the year did you pay, or incur any amount to: 
g,,:,; ‘,!< p,+‘;q 
cg&/ i ,‘/,, / / / 4gL,A ,,I , ’ , +/, ’ 

[i) Carry on propaganda, or otherwise attempt to influence legislation by attempting to affect the opinion j,,<<,,,:‘:,‘.s;‘:::?<$ 
cf the general public or any segment thereof, or by communicating with any member or employee of a ?/(,;y./ :‘: 
legislatrve body, or by communicating with any other government official or employee who may participate 

g/,& + y+ ti 
hi 8:c: ?.%A 

In the formulation of legislation? . . , , , , , , , . . . . . . . . . . . , , , 
(2) Influence the outcome of any specific public election, or to carry on, directly or indirectly, any voter 

registration drive? . . . . . . . . . . . . . . . . . . . . . . . , . . , . -- 
(3) Provide a grant to an individual for travel, study, or other similar purposes?. . , . . . . . . . . 
(4) Provide a grant to an organization, other than a charitable, etc., organization described in paragraph (I), 

(2), or (3) of section 509(a)? . . . . . . . . . . . . . . . . . . . . . . . . -e 
(5) Provide for any purpose other than religious, charitable, scientific, literary, or educational purposes, or for 

the prevention of cruelty to children or animals? . . . . . . . . , , . . . . . . . . . -- 
(b) If you answered “Yes” to any of questions (a)(l) through (a)(5), were all such transactions excepted transac- 

tions as described in the instructions? . . . . . . . . . . . . . . . . . . . . . , . -- 
(c) If you answered “Yes” to question 14(a)(4), do you claim exemption from the tax because you maintained ex- 

penditure responsibility for the grant (as explained in item (12) of the instructions for line 14)? . , . . . . 
If “Yes,” attach the statement required. Bm%5z% 

Statement Regarding Contributors, Compensation, etc. 
1 Persons who became substantial contributors in 1980 (if more space is needed, attach schedule): 

Name Address 

2 Offkers. directors, trustees, foundation managers and their compensation, if any, for 1980: 

Name and address Tltlr. snd tlmo 
drvotrd to positJon 

I 

Contributions 
to smployss 

Es#rlSS SC. 

bandit plw~s 
count. other 
SIIOWSICSS 

Compensation 

I -1 ..--.-.~......--....-..-................~.-....-...-----......-..-~.-....-..... I I I I 
.-.....*......-.....---........-........--.-...-----..--...........-.....*...... I I I I 
..-....--*.-.---.-..-----------...-............-..---.--.-...-...-..-....--l I I I 

.-*~+w. .-.-.._-._*..__....-..--.....-..............-.-..-.--.....-.-..- 
I I I I , I I 

Total/ . . . . . . I * I . * . 9 . . . . . . . . . * . . . . , .’ . . . . .I 
3 C~mpenration of five highest paid employees for 1980 (other than included in 2 above-see instructions): 

’ Name and addross of employees p8id morr than $30,000 

. . . . . . c . . . . . . . . . . . ..-...--...-*..-......................-..-.....-......-....... 
I I I I 

. ..-..)--...-..-........~.~........~.....~~......~..-...~-~~.----..-.....~...-. I I I I 

.m.--  
-I 

.  .  .  .  .  .  . . - . . . . . . . . . . . . -- . . . . .~.. . .* .~.-. . . . . . . . . . . . . . . . - . . .~..- . . . . . . . . . . .  
I  I  I I 

,,, -” , 



ATTACHMENT I ATTACHMENT I 

Form 99O-PF (1980) 

??matement Regarding Contributors, Compensation, etc. (continued) ,__.__. - 
4 Five hqhest paid persons for professional services for 1980 (see Instructions): 

I 

Pw:e 5 

Name and address of persons p8id more than $30,000 Type of service Compensation 

. . .._...----____-__---~----------------------.---.-.----..---...--...........-..----.-.-.--------------- 

>tal number of others receiving over 
30,000 for professional services b ‘-T;r 
m I, 1 Capital Gains and Losses for Tax on Investment Income 

a. Kind of property. Indicate security. 
rral estate. or other (specify) I 

f. GdS8 sales rhx 
mlnua dxpansr o P sale 

II. Dspraciation allowed 
(or sllowrbl# h. Cost or othor basis i, Gain or (loss) 

(f plus g minus h) 

I I 

Comy)latr only for assets showing gain In column i and owned by the foundation on 12/31/69 

1. F.M.V/ as of 12/31/69 
I 

k. Adluated bssls 
as of 12/31/69 I 

I. Excass of col. i 
ovar cd. k. It any 

m. Losses (from col. i) 
Gains (excess of col. i gain over col I, 

I but not less than zero) 

Capital hbln rlet income or (net capital loss) . If gain, also enter in Part I, line 8 
If (loss) enter 4- in Part I, line 8 - ’ ’ 

‘let shot-t& ibpital gain (loss) as defined in section 1222(5) end (6) 

&a , r 
aii,~l~~rhikb~ hi Part 1, column C), line 9 (see Instructions for line 9) 

-a 

I - 

Part I, colull!m.( L )&J&L 
* t S-OI‘, SWLS,UO 

I 21 



-_-...- _ 
ATTACHMENT I 

Form 990-PF (1380) 

m Minimum Investment Return for 1980 
(Operating Foundations-See instructions) 

ATTACHMENT I 

1 Fair market value of assets not used (or held for use) directly in carrying out exempt purposes: 

(a) Average monthly fair market value of securities . . . . . . . , . , . . . . . . . , . 

(b) Average of monthly cash balances . . . . . . . , , . . . , . . . . . . . , . . 

(c) Fair market value of all other assets (see instructions) . . . . . , . . , . . . . . . . . 

(d) Total (add lines (a), (b), and (c)) , . . . . . . . . . . , . . . . . . . . . . . 
. 

2 Acquisition indebtedness applicable to line 1 assets . . . . . . . . . . ,. . . . . . . . . 

3 Uno l(d) minus line 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

4 Cash deemed held for charitable activities-enter I */2% of line 3 (for greater amount, see instructions) . . . 

SlJne3minusline4 . . . . . . . , . , . . , . . . . . . . . . . . . . . . . 

6 enter 5% of line 5. . . . . . . ; . , . . . . . . . . . . , . . . . . . . . 
‘I 

B Computation of D is ri u a e t b t bl A mount for 1980 
(See instructions--not applicable to operating foundations) 

1 Adjusted net income from Part I, line 25(c). . . . . , . . . . . . . . . . . , . , . . 

2 Minimum investment return from Part VIII, line 6. . , . . . . . . . . . . . . . . . . . 

3 gnter the larger of line 1 or line 2, . . . . . . . . . . . . . . , . . . . . . . . , 

4 kotsl of: 

i(a) Tax on Investment income for 1980 from Part II, line 1 . . . . . , . . , . / 

I(b) Income tax on unrelated business income’for 1980 (Form 990-T) . . . . . . I 

6 jDistributable amount (line 3 minus line 4) , . . . . . . . . . . . . . . . . . . . . . 

6 Adjustments to distributable amount (see instructions) . . . . . . . , . . , . . . . . . . . 

7 ;Distributable amount as adjusted (line 5 plus or minus line 6)-&o enter In Part Xl, line 1 . . . , . . , 

Qualifying Distributions in 1980 
(See instructions) 

1 ‘Amounts paid (including administrative expenses) to accomplish charitable purposes: 

(a) Expenses, contributions, gifts, etc .-total from Part I, column (D), line 24, . . . . . . . . . . 

(b) Program.related investments (see instructions) . . . , . , , , . , , , . . . . . . , 

2 Amounts paid to acquire assets used (or held for use) directly in carrying out charitable, etc., purposes , . . 

3’Amodht4Sset aside for specific projects which are for charitable purposes . . . . . . , . , . . . 
k 

9 Toti$%#lfying distributions made in 1980 (add lines 1;2, and 3)-also enter in Part Xl, line 4. . . . . . 
I 

, I  .  .  .  .  .  ..- r . . . .  .  .  . . ,  ,  

I  22 



ATTAChiYENT I ATTACHMENT I 

Form 990-PF (1980) 

B Computation of Undistributed 
Income (See instructions) 

(3) 

COrDuS 

,, 7. 

P 3 .; ? 7 
(Cl (0) 

!379 :“a0 

2 Undlstnbutod income, if any, as of the end of 1979: - *. i. /, ’ I, ; , , 

(a) Enter amount for 1g7g . . , , . , , , cf. , ,;,’ ,- , ,+;j., +‘xc ,I ,; i 

(b) Total for prior years: . . . . . . :. I I , . . . . . . . . . . . . . . . . . . . . . . . . . . ’ ‘I 
3 Excess dlstributrons carryover, If 2 rn 

(a) From 1975. . . . . . 

(b) From 1976. . . . . . 

(c) From 1977. . . . , . 

(d) From 1978. . . . , . 

(e) From 1979. . . . . . 

y, to 1980: ‘:,:,? ‘ .‘. ,,’ I ’ 
/, ,. ,,, - ,,,:,,. ,‘, ‘: 

I, ’ 
1, ,;” 
I I, , . . ‘, I .I ., : ‘, i I, :,’ 

(1) Total of 3(a) through (e) . . . . . . 
4 Qualrfying distributrons for 1980 ( . . .._..__._..._____._._... 

(a) Applied to 1979, but not more than line 2(a) . 
(b) Applied to undistributed income of prior years 

(Election required) . , . . . . , . . 
(c) Treated as distributions out of corpus (Election 

required) . , . . . . , . . . . . 
(d) Applied to 1980 distributable amount , . . 
(e) Remaining amount distributed out of corpus , 

5 Excess distributions carryover applied to 1980 . , 
(If an: amount appears in column (d), the same 
amount must be shown in column (a)) 

6 Enter ~the net total of each column as indicated 
below1 
(a) Corpus. Add lines 3(f), 4(c), and 4(e). Subtract 

lie5. :. . . . . . . . . . . b 
(b) P$or years undlstrrbuted income. Line 2(b) 

minus line 4(b). This amount is taxable-File 
Form 4720. . . . . . . . . , , . 

(c) Undistributed Income for 1979. Line 2(a) minus 
line 4(a). This amount is taxable-File Form 
4720 . . . . . . . . . . . . . 

(d) Undistributed income for 1980. Line 1 minus 
lines 4(d) and 5. This amount must be dis. 
tributed in 1981 . . . . . . . . . . 

7 Amoqnts treated as distributions out of corpus to 
satrsff requirements imposed by sections 170(b) 
(l)(D) or 4942(g)(3) (see instructions) . . , . 

6 Excess distributions carryover from 1975 not ap- 
plied on line 5 or line 7 (see instructions) , , , . 

9 Excess distributions carryover to 1981. (Line 6(a) 
minun lines 7 and 8.) . . . . ., . , . . . 

10 Ana ysis of line 9: 
(a) Excess from 1976 . . . 

(b) Excess from 1977 . . . 

(c) /Excrsb itom 1978 . . . 

! 
(d) /EXC&h Worn 1979 . . . 

. (a) kxcw from 1980 . . . . .._ I 
I 
, 
I 



.._ . - . _. ___-.-_- ___ --- 

ATTACHMENT I ATTACHMENT I 
Form 990-PF (1980) Pam 8 

T Private Operating Foundations 
(See instructions and Part V, Question 9) 

1 (a$ If the foundation has received a ruling or determination letter that it is an operating founda- 
t&n, and the ruling is effective for 1980, enter the date of the ruling. , , . . . p 

(b)’ Check box to indicate whether you are an operating foundatton described in section 0 4942(j)(3) or q 4942(j)(6) (see 
instructions). 

2 (a) Adjusted net income (from Part I, 
line 25(c) for 1980. Enter car. 
ri::zponding amount for prior 
years) , . . . . . . . . 

(b) 85% of line (a) . . . . . . 
(c) Qualifying distributions from Part 

X, line 4 for 1980 (enter corr* 
sponding amount for prior years) . 

(d) Amounts included in (c) not used 
directly for active conduct of ex. 

1 empt activities. . . . . . . . 
(ej Qualifying distributions made di- 

ractly for active conduct of exempt 
: purposes (line (c) minus line (d)) . 

3 Complete the alternative test in (a), 
(b), or (c) on which the organiratlon 
fOliW 
(I) “Assets” alternative test-enter: 

(1) Value of all assets . . . . 
I (2) Value of assets qualifying un-, 

I der section 4942(j)(3)(E)(i) . 
(bp “Endowment” alternative test- 

) Enter sh of minimum investment 
) return shown in Part VIII, line 6 
i for 1980 (enter a/ of comparable 
! amount for prior years) . . . . 

(+ “Support” alternative test-enter: 
(I) Total support other than 

gross investment income (in- 
terest, dividends, rents, pay 
monk, on securities loans 
(sectlon 512(a)(5)), or royal- 
ties) . . . . . . . . 

/ (2) Support from general public 
and 5 or more exempt organi- 
zations as provided in section 
4942(])(3)(B)(lii) . . . . 

(3) Largest amount of support 
from an exempt organization 
(see Instructions) . . . . 

(4) Gross investment income . . 

I- Tax YCJI 

(a) 1980 

T Prior Three Years 
(b) 1979 (CI  1978 

.- 

24 
. . . 

(d) 



ATTACHMENT II 

Form WO-AR 

.~.. ,. ._, ..-_. _. --..- .*i 

ATTACHMENT II 

Name 

Under Section 6056 of the Internal Revenue Code 

This Annual Report and 
ual return of the foundation 
Form 990-PF are available for 

ic inspection. Consult an 
nal Revenue Service office for 
or information. 

. . . . . . -. 

25 
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A T T A C H M E N T  II A T T A C H M E N T  II 
F o rm  9 9 0 -M  (1 9 8 0 ) p a w  2  

A n n u a l  re p o rt fo r  c a l e n d a r y e a r 1 9 8 0 , o r  fi s c a l  y e a r b e g i n n i n g  
N a m e  o f o rg a n i z a ti o n  

A d d re s s  o f p r i n o p o l  o ffi c e  

, 1 9 8 0 , a n d  e n d i n g  I 1 9  
E m p l o y e r i d e n ti fi c a ti o n  n u m b e r 

If b o o k s  a n d  re c o rd s  a re  n o t a t a b o v e  a d d re s s , s p e c i fy  w h e re  th e y  a re  k e p t I 
N a m e  o f p ri n c i p a l  o ffi c e r o f fo u n d a ti o n  

P u b l i c  i n s p e c ti o n  (s e e  i n s tru c ti o n  C) :  

(a )  E n te r d a te  th e  n o ti c e  o f a v a i l a b i l i ty  o f a n n u a l  re p o rt a p p e a re d  i n  n e w s p a p e r l o  ._ _ _ _ _  _  _ _ _ _ _ ._ . ._ _ _ ..._ . _ _ .._ _ .. _ .._  

(b )  E n te r  n a m e  o f n e w s p a p e r  Q  . . . .._ .. .._ _ _ ._ _ _ _ _ .. _ . ._  _ ._ _ _ .,_ _  _ .._ ._ ._ _  ._ _ _ ._ _ ..._ _  _ ._ .... _ .. . .._ ...._ _ _ _ ._ ._ ._ _ _ . _ .... 
(c )  C h e c k  h e re  b  C  i f y o u  h a v e  a tta c h e d  a  c o p y  o f th e  n e w s p a p e r n o ti c e  a s  re q u i re d  b y  i n s tru c h o n  C . (If th e  n o ti c e  i s  n o t 

a tta c h e d , th e  re p o rt w i l l  b e  c o n s i d e re d  i n c o m p l e te .) 

C h e c k  b o x  fo r  ty p e  o f a n n u a l  re tu rn  b  0  F o rm  9 9 0 - P F  [1 3  F o rm  5 2 2 7  
C h e c k  th i s  b o x  i f y o u r p ri v a te  fo u n d a ti o n  s ta tu s  
te rm i n a te d  u n d e r s e c ti o n  5 0 7 (b )(l ) (A)  B  C l  

R e v e n u e s  
1  A m o u n t o f g i fts , g ra n ts , b e q u e s ts , a n d  c o n tri b u ti o n s  re c e i v e d  fo r  th e  y e a r , . . . . . . . . . . 

2  G ro s s  i n c o m e  fo rth e  y e a r . . . . . . . . . . I ., . . . . 

3  T o ta l ..... , . . . . . . . . . . . . . . . . . . . . . , . . . 

D i s b u rs e m e n ts  a n d  E x p e n s e s  ‘I 
4  D i s b u rs e m e n ts  fo r  th e  y e a r fo r  e x e m p t (c h a r i ta b l e )  p u rp o s e s  ( i n c l u d i n g  a d m i n i s tra ti v e  e x p e n s e s ) , . . . 

5  E x p e n s e s  a ttri b u ta b l e  to  g ro s s  i n c o m e  ( i t e m  2  a b o v e )  fo r  th e  y e a r  , . . . . . . . . . . . . 

F o u n d a ti o n  M a n a g e rs  
6  L i s t i l l  m a n a g e rs  o f th e  fo u n d a ti o n  (s e e  s e c ti o n  4 9 4 6 (b )): 

A d d re s s  w h e re  m a n a g e r m a y  b e  c o n ta c td  
d u r i n g  n o rm a l  b u s i n e s s  h o u rs  

. I 
6 a  l J  

d a  
h o rs  a n y  m a n a g e rs  o f th e  fo u n d a ti o n  w h o  h a v e  c o n tri b u te d  m o re  th a n  2 %  o f th e  to ta l  c o n tri b u ti o n s  re c e i v e d  b y  th e  fo u n - 

i o n  

T  

b e fo re  th e  c l o s e  o f a n y  ta x  y e a r  (b u t o n l y  i f th e y  h a v e  c o n tri b u te d  m o re  th a n  $ 6 ,0 0 0 ). ( S e e  s e c ti o n  5 0 7 (d )(2 ).) 

h e re  a n y  m a n a g e rs  o f th e  fo u n d a ti o n  w h o  o w n  1 0 %  o r  m o re  o f th e  s to c k  o f a  c o rp o ra ti o n  (o r  a n  e q u a l l y  l a rg e  p o rti o n  o f th e  
e n h i p  O f (I p a rtn e rs h i p  o r  o th e r  e n ti ty )  o f w h i c h  th e  fo u n d a ti o n  h a s  a  1 0 %  o r  g re a te r  i n te re s t. 

:;’ .., 
,,. , , .~ I.,~ ,,,./.~  .,., ,‘,,‘.-‘,,, 



ATTACHMENT I I 

Form 990-AR (19IW 

ATTACHMENT I I 

Balance Sheet Per Books at the Beginning of the Year 
Assets Liabilities 

Casl) . . . . . . . . . . I I 

Accdunts and notes receivable . . , . 

Accounts payable . . . , , , , , 

Contributions, gifts, grants, 
etc., payable . . . . . , , . 

lnventariee . . . . . . . . . , Bonds and notes payable . . . , , 

Securities: Mortgages payable . . . . . , , 
Government obligations. . . . . . 

Corporate bonds . 

Corporate stocks , 

Mortgage loans . . 

Real estate . . . 

Les$: Depreciation . - 

Other assets . . . 

Las+: Depreciation . 

Total assets . . , 1 Itemize’d $tdterbeh bf 5 curities and All Ot 

Principal fund . . . . . . . . . 
.___-...-..___---__.----*..--.-----..--..--------.-----. 
____.___-.______________________________.----.--. 

Income fund . . . . . . . . . 
,_._.._....._...._-.---.-------------------------------- 
_.__._.__-_.__.-__._________I___________---------------. 

_____..____-.__...__.-----.. 

.  .  .  .._..-_..._.__._.......-.- 

.  .  ..-._*_-___...-..-.-..---. 

.-_-_____.._..__-__...-....- 

.,~j’--; .-es.e..-..--vs.*. 

Total net worth . . . . . . . . 
a 

Total liabilities and net worth . . . . 1 
her Assets Held at the Close of the Tax Year 

I 

Other liabilities. . . . . . . . . 

Total liabilities. . . . . . . . . 

Net Worth 

I 1 Asset 

(1 
.-_ _- 

v 

!eL..LL.. . . . . . . . . . . . . . . . . . . . . ., 

27 

LL 



ATTACHMENT II ATTACHMENT II 
Form QQtLAR (19@.0) page 4 

Grants and Contributions Paid During the Year or Approved for Future Payment 
T 

Reclplent 

Nemo and l ddreee (home or burlnerr) 

Psid during :wir 

If reclplmt Is an 
Indlviduel, ahow any 
relrtlonrhlp to any 

foundation rnanaler 
or rubrtantlal 

contributor 

concire statement of 
purporo of grent or 

contribution 

Approved for future payment 

Total...................................b 

- 

Amount 

A notice her been published that this Annual Report is available for public inspection at the principal offices of the foundation, and copies of this 
Annual Report have been furnished to the Attorney General (or his/her designate) of each State entitled to receive reports as required by instruction E. 

. ..-----...-.-.----------.------.----..----..~.-.-..--.-.--.-.--.-----------..---------.--. 
Si~naturo of foundation manager Data 

..-_-.__..__--_-._______I_______________-------------------------.------- 
Preparer’s rignature 

B 
. . . .._._.....-____._--.-----*---.----....-...--.--.-.-----..----.-.-------------------.-~ . .._____...-_._-____----.-...----.-.----.----.-.---. I f-.-.-----.-.----.. 

” Title Preparers address 

lnstructlons 
A. Who Must Pile.--An annual report is 

r8qUired Yrom the foundation managers (as 
defined ih section 4946(b)) of every orga. 
nization lthat is a private foundation, in- 
cluding e nonexempt charitable trust de- 
scribed /In * sectlon 4947(a)(l) that is 
treated as a private foundation, and that 
has at lqast $5,000 of assets at any time 
during a 

$ 
x year. A private foundation may 

file this ,orm as its annual report. 
Foundetion manegers who prefer not to 

use this1 form may prepare the report in 

by section 6056 and the 

quired gn Form 995PF under section 
6033. : 

8. WGre end When to File.-File the an. 
nual re 9 ort by the due date at the orga- 
nizetion,s annual infoimstion return, Form 
990-PF ;or Form 5227, with the same serv. 
ice ten r where the return is filed. See 
the Inst 

f 
otions for Form 99%PF end Form 

5227 fo more Intormatlon. 
ion of Prlvato Founde- 

-I, . ..- 

/ ‘8.8WRWur?5lmlN8ana11~rl8-084 E.I. #52-1074467 
! 
I 28 

estate title transfers or other similar legal 
notice8 to satisfy State statutory require. 
ments is also considered to have general 
circulation.) The notice must state that the 
annual report of the private foundation is 
available for inspection at its principal of. 
fice during regular business hours by any 
citizen who requests inspection within 180 
days after the date the notice is published. 
It must also show the address ot the pri- 
vate foundation’s principal office and the 
name ,of its principal manager. A private 
foundation may designate, in addition to 
its principal office, any other location at 
which its annual report will be made avail. 
able. Another location may also be desig 
nated if the foundation has no principal 
office, or none other than the residence of 
a substantial contributor or foundation 
manager. 

A copy of the notice must be attached 
to the annual report filed with the Internal 
Revenue Service. Because IRS makes the 
annual report available for, public Inspec. 
tion under section 6104(d), the report and 
any attachments should be of such quality 
that they can be reproduced photographi- 
cally. 

A private foundation that has termi- 
nated its status as such under rectlon 507 
(b)(l)(A), by distributing all its net assets 
to one or more public charities without re- 
taining any right, title, or interest in those 
assets, should check the box on page 2 
Indicating terminetlon. It does not have to 
publish notice ot availability of its annual 
report or furnish the report to the ublic 
for the tax year In which it term nates P 
(Reg. 1.607-2(a)(6)). 

D. Signature and VeriflcatIon.-The re. 
port must be signed by the foundation 
manager. 

E. Furnishing of Copies to State Officers; 
Usting of States.-Section 6056 requires 
foundation managers to furnish a copy of 
the annual report to the Attorney General 
(or his or her designate) of (1) each State 
required to be listed in Pert V of Form 

99O-PF or Part III of Form 5227, (2) the 
State in which the principal office of the 
foundation is located, (3) the State in 
which the foundation was incorporated or 
organized, and (4) any other State if rem 
quested. The report must be furnished at 
the same time it is sent to IRS. The foun. 
dation manager must attach to the report 
a copy of the Form 990-PF (or Form 5227) 
and a copy of any Form 4720 filed by the 
foundation with IRS for the year. 

F. Penalty for Not Filing the Annual Re- 
port and Notice on Time.-If a private 
foundation does not file the annual report 
by the due date or does not comply with 
the requirements under instruction C, the 
person required to file will be charged a 
$10 penalty under section 6652 for each 
day the report and notice are late, up to a 
maximum of $5,000. If more then one per- 
son is required to file, all such persons will 
be jointly and separately liable for the 
penalty. 

The penalty of $10 a day may also be 
charged if a report is filed with information 
omitted. An entry should be made in each 
part of the form. If a pert or line item does 
not apply, “N/A” (not applicable) should 
be entered in that space. (See Rev. Rul. 
77-162, 1977-1 C.B. 400. for details.) 

If the failure to file the annual report or 
comply with inrtruction C is willful, a pen- 
alty of $1,000 far each such report or no- 
tics will be charged In addition to the above 
amount. (See section 6685.) 

Organizations that have given notice 
under section 508(b) regarding their foun- 
dation status and have not received a de. 
termination letter from IRS on their status 
should refer to Rev. Proc. 79-S, 1979-1 
C.B. 487, or later revisions for rules relat- 
ing to relief from the penalty provision of 
se?tion 6652. 

G. Forelgn Orgenlrations.-A foreign 
organization which received substantiaily 
all of its support (other than gross invest- 
ment income) from sources outside the 
United States will not be subject to the r* 
quirements of instructions C and E above. 



ATTACHMENT III 

Return of Private Foundation I OME No. 1545-0052 

1 v.... - - - HiT or Section 4947(a)(l) Trust Treated as a Private Foundation 

Oe@wtnwn~ of thr T~8uy 
Note: You may be able to use a copy of this return to satisfy State reporting 

lnwnrl Rrfenur Smce requirements. 

For the calendar year 1981, or tax year beginning , 1981, and ending 
Nme oi organltatlon Employw Identification number 

PInsa type, 
print, or 

attach Irkl. 
Addrrra (number and stmat) State registration numixr (see instructions) 

See Specific 
Il lStrWtlOtlS 

Clty or town, State, and ZIP code II ms TounoaIlon IS in a 
month termination under sec- 

It address changed, check here b c) 
tion 507(b)(l)(B) check here . IP n 

Foreign organizations, check here p q - 
Fair market vrlue of ass&r at end of 

Check type of organization 
year 

0 Exempt private foundation 0 4947(a)(l) trust q Other taxable private foundation 
Check thir box if your private foundation statur terminated under section 507(b)(l)(A) b q 

1 

I 

sr-... .O..,_.,. 

The boolit are In care of W  --.-..-.-. --..- ..-........................-..-..----..-...-- t: 
lcu”rl *,*rwrr) trurtr filing 
1i8 form in llau of Form 1041, 

1 Contributions, gifts, grants, etc. (attach schedule) pT ,,,, ~ ,,,,,* 5 ,,,, ,,,,-.,:I- 
2 Contributions from split~lnterest trusts . . . %  
$ Membership due8 and asse8smrnts . . . . @  --u-m- ..d 
4 Intend on savings and temporary cash invastments . l 

I I 

$ Dividends and interest from 8WJritleS . . . . 
---w... .ss_w_I -m.  .__I---.. -J, $ 

f -...I. . . . I--.-.- $ 
$ Groarrnts . . . . . . . . ‘. . . . . 
t Nat gain or (ha) from ale of cutsts not on line 11. . * ~i?.w7772.9777.w772~7Y7~ 

8 Capital gain net income . . . . . . . . $ 
0 Nat short-term capital gain . . . . . . . I 

lc Income modifications . . . . . . . . . 
11 Gross pmflt from any business activities: 

: (Qross receipts b $ . . . . . . . . . . . . . . . . . . “... minus cost 
I of seles b $ *....... _ . . . . . “..-......) . . . . . --. 

lk Other income (attach achdulb . . . . . . 
i is Totak-ndd lines 1 through 12. . . . . . . 1 

I 
. . ..-.-...-.se.....~~.. 

I 

5 $ 
j 

. 

l& Compensation of officers, etc. . . . . . . 
lb Other salaries and wage8 . . . . . . . . - 
$6 (a) Pension plan contributions , . . . . . 
j (b) Other employee benafits . . . . . . . 

i7 Investment, legal, and other pmfessfonal servlceo 
*lnWost. . . . . . . . . . . . . 
49 Taxas (attach rwhedule) . . . . . . . . 
30 Doproolatlon, amoWtlon, and depletion . . , 
+lOccupanoy . . . . . . . . . . . . 

0th~ axpensa (rttrch schedule) . . . . 

K 

. -7-w. 
Contributions, glft8, grants (fmm Part XIII) . . _- 
Totsl--rdd Ilnes 14 through 23 . . . . . . 

Excrrr of fpyInu8 over U~IIIWS: Line 13 minus line 24 . , 

1 Pomostlc organlzatlonr enter 2% of line 25(b). Exempt foreign organizations enter 4% of line 25(b) . , , , 
2 fax undrr soctlon 511 (exempt toundatlonr and exempt foreign organizations enter &) . . . . . . . . 

land2. . . . . . . . . . . . . . . . . . . . . . . . . . . . . l ..-.---....-.I. 

subtitle A (exrmpt foundatlonr and exrmpt foreign organizations enter 4) . . . . . . . . 
on Investment income (line 3 minus line 4 (but not lass than 4)) , . . , . . . . . . . . . I_ 
Itr: (a) Exempt foreign organizations-tax withheld at source . . . . . . . . 

(b) Tax paid with 8pplloation for extension of time to file (Form 2758) . 
7 Tax duo (llno 5 minus line 6) , Pay in full with Mum. Make sh-k or money order p&l. tb I&r&l Rovenu~ Sonrico 

(WrHo l mployrr idrntiflution number on chrck or money or&r) b 
M-Ulna 6 minus Ilne 5) . . . . . . . . . . , . , . . . . . . . . . . . 

-.-.-a. 

RoductIon Act Notice, aae pago 1 of ttm Instructlo~fi 



ATTACHMENT III WlY'ACHMENT III 

I 990-PF (1981) 

m Balance Sheets Any npuirrd achmlulu should be for end d ywr amounts only. 

1 Cash-non~lntrrest bearing ........ , ........ 
2 8avlngs and temporary cash investments .... , , .. , .... 
3 Accounts receivable F.. ...... .._-.____.._-----.- ..- 

minur allowance for doubtful accountr b --..a- .- .............. . . . * ...... 
4 Pledger recelvsblo b .__._......______....----.- . 

minus allowance for doubtful accounts b ...... -.. -.. ..................... , ..... 
5 Grants receivable. ........... , ........ 
6 Receivables due from officers, dimctoo. trustees. and other disqualified person5 

(see Inrtructions) ..................... 
7 Other notes and loans receivable F ..___....__._-__..__ .......... 

minus allowance for doubtful accounts b ....... ..__ .......................... 
8 inventories for sale or use .................. 
9 Prapaid expenses and deferred charges. ............. 

LO Investments-securities (attach schedule) ............. 
11 Investments4and. buildings, and equipment: basis .---- _ ................... 

minus accumulated depreciation b .... .._--..-.-----_.--...--. (attach schedule) ... 
12, Investments-mortgage loans ................. 
LB . Investments-other (attach schedule) .............. 
14: Land, buildings, and equipment: basis b ..._.___..__._...._.-- - 

minus accumulated depreciation b.. ......... - ..... - .......... (attach schedule) ... 
18 Other asset% . .._..................-..............-..--.....- .................... 
18, Total assets (add lines 1 through 15) ............... 

17,Accounts payable and accrued expenses ............. 
18: Orants payable. ..................... 
19; Support and revenue designated for future periods (attach schedule) . , ... 
201 Loans from officers, directors, trustees, and other disqualified person8 ..... 
Zl Mortgages and other notes payable (attach schedule) .......... 
22 Other Ilabllities: .................. -. ..__.._____._.___._.--.....-....~~. ........ 
Us Total llabilltier (add lines 17 through 22) ............. 

~ Organizations that use fund l ooountlng, check here b 0 and compieta lines 24 
I through 27 and lines 31 and 32 

24 (a) Current unrestricted fund ...... , ....... , . 
( (b) Current restrlcted funds ................. 

Id Land, buildings, and equlpment fund ............... 
ld/gndowmentfund. ................... 
d 

/ 
Other funds (Describe .i . . _ . ..-. -) ..... 
Organizations not using fund accounting, check h&r 6 b&d &$tts iin& 2 8&. 

28Cepitalstockortrustprincipal ........... , .... 
28 Paid-in or upital surplus ................... 
BO Ret&red earnings or accumulated income ............. 
B~Totalfundbalancesornetworth(seeinsUuotions). ........ , 

CA) oe;gr”a:‘ng 
Y 

---.._---___-._-_-_---.-. 

,.._-..____-_-__--.______ 

_..--_____-______-_--. 

--*--.-.-1-m--- 

..-.__.-_-_------__-- 

,---.__---_--_-__-_------ 

._--_---__---_-----_.---. 

__-__.-_--__-.-_--I-. 

...I_._--__-.___-._-. 

--I--------- 

.*-*---e. 

-.-.-a.-- 

-~.~.-~~-~~~-I 

I 38 Total Ilabllitles and fund balances/networtb (sac instructions). . . . . . . 1’ 
sfy,lrt IV Analysis of Changes in Net Worth or Fund Balances -_-- - -..-.- ..- _- - - _..- . . .-.._ . 

1 l&i net worth or fund balanm 8t beginnin8 of year-Part Ill, Column A. line 31 . . . . . , . . . 
2 ramountfmmPlrtI,Ilno~(8). . . . . . . . . . . . . . . . , . . . . . . 
3 l r increases not Included in line 2 (Ram&e) b-. -u------s....-- 
4 . . . . . . . . . . . . . . . . . . . , . . . . . 

Pa&w 2 

(B) End of year 

*I.--f--- 

During the tax year, did you attempt to inftu8nca 8ny national, State, or looal ieglslatlon? . . . . . . . . 
During the year did you partioipata or lnkrvono in any politioal osmpalgn? . . . . . . . . . . . . 
Did yw apead mere then $100 dtufag the year (elbmr dimly or IndiracIty) for palitkai purposes (see iastntcUons for dtgnltkm)? . . 

If you l nsvvared ‘Yes” to l(r), (b), or (c), &ch 8 dotsiiod daorlptfon of the activitias and ooples 
materials pubilsh~J or dWriWted 



ATTACHMENT III ATTACHMENT III 

Fawn 99o-Pc (1911) 

Statements Regarding Activitiaa (continued) 
bz* 3 

Yes No m- 
2 Have you engaged in eny actlvitlw which have not previously been reported to the Internal Revenue Service?. . . 

If “rm,” attach a dotriled detcflptfon of the actlvitfer. 
3 HaJo you madr any chsngrr, not praviourly reported to tho IRS, in your govaming instrument, articles of incorpo- Bli!i!ia 

ration, or bylaws, or other rlmilar instruments? . . . . , . . . . . . . . . . . . . . . . . 
It ‘%a,” attach a conformed copy of the changes. mm 

4 

8 

6 

7 

8 

9 

10 

d” 

(a) ‘Did you havo unrrlatod burinou gross income of SLOOP or man during the year? . . . . . . . . . . .- - 
(b) If”Y~‘havoyouOl~a~taxumonForm990-Tforthiryea~. . . . . . . . . . . . , . , -- 
Was thsro a liquidation, termination, dissolution, or substantial contraction during the year? . . . . . . , 
If “Yes,” rttach a schodulo for each asset disposed of showing: the type of asset, the date of disposition, its cost 0; 
other basis, its fair market value on date of disposition, and the nama and address of each recipient to whom aSSetS 
wera distrfbutsd. 
Did you havr at load $6,000 in assets at any tlma during the year?. . . . . . . . . . . . . . . . 
If ‘Yes,” comploto Parts XIII and XIV. EiE%m%# 
Aro tho roquiroments of soctlon 608(o) (relating to govomlng instruments) satisfied? (Soo inatructlona) , . . . - - 
If ‘@Yes,” an the roqulramortta raNtfled by: 
(o) language in tho govomlng Instrument (original or a8 amended), or . . . . . . ‘. . . . . . . . - - 
(b), Enactment of State legislation that offoctivoly amondr the govoming instrument with no mandatory directions 

~ in thagovorning instrument that conflict with the Stato law?. . . . . . . . . . . . . . . . . 
(a) Entrr States to which tho foundation reports or with which It ir registerad (sao instructions) b..........,..- 

-----v-e --1_1_-e...mm.*sv----.----- --1--s---.-1-- 
(b)/ If you answered 6(s) “Yes,” have you furnished a copy of Form 990-P): to tho Attorney General (or his or, her 

drrignata) of each Stats as roqulrod by Gonorai Instruction K.l? . . . . . . . . 
If “No,” attach axplanatlon. 

Ari you claiming status as an operating foundation within the meaning of sections 4942(j)(3) or 
da/ year 1981 or fiscal year beginning In 1981 (sao inrtnrctlons for Part XII)? . . . . . 
If ’ Yaq” compkte Part XII. 
Sebdealing (section 4941): 
(a# During tho year did you (either directly or indirectly): 

(1) Engago in the sale, or exchange, or leasing of property with a disqualified pemon? . 

. . . . 

49WW) 
, . . . 

. . . . 

:’ I. . 

for calon- 
. . . 

. . . 
( (2) Borrow money from, lond money to, or othotwlso oxtond credit to (or accept it fmm) a disqualified person?. 
~ (3) Furnish goods, sarvlco8, or facilities to (or accept them from) a dlsquallfled person?. . . . . . . . 
~ (4) Paycamponsatlon toor poyor roimbursothooxponsoaof aditqualifiodporsonl. . . . . . . . . 
~ (5) Transfer any of your income or assets to a disqualified parson (or make any of either available for the 

-- I 1 -- 
-- 
-- 

, 
( 

baneflt or usa of a disqualified poraon)? . . . . . . . . . . . . 
(6) Agroo to pay money or property to a govammont official? (Exception: check ‘*No” iiyo; q&d IO &al& p’ .--- 

I Qrant to or to employ the offlclel for a period aftor ho or she tormlnatos govommont sarwco if ha or she IS 

(bb 
termlnatlng wlthln 90 daya) . . . . . . . . . . . . . . . . . . . . . . . . . - _ 

If you anrwerod “Yo8” to any of the quostlons 10(a)(l) thmugh (6), wom the acts you engaied in excepted acts 
/ u doscrlbod In regulations section 53,4941(d>J and 41. . . . . . . . . . . . . . . . . . -- 

(61 Did you ongago in a prior yoar in any of the acts doscribod in IO(a), other than oxcaptod acts, that wore acts of 
j so%drallng that were not corrected by the tint day of your tax year beginning in 1931?. . . . . . . . 

11 lixl#l on failure to distributi income @o&Ion 4942) (does not appty for yaara you wora an opomtlng foundation as 
d@nod In 8octlon 4942(j)(3) or 4942(J)(6)): 
(r) Old you at the and of tax yoar 1981 have 8ny undistributed Income (llnos 6(b) and (c), Part XI) for tax year(s) 

I boginning before 1981) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
i If ‘Y*” list the years b.--.-..... - -.- mm 

(3, If “Yo8,” to (a) above, aro you applying the provirions of section 4942(a)(2) (rolating to incorrect valuation 
’ ofa88ots)totbrundistributodincomaforAUauc~yoars?. . ; . . . . . . . . . . . . . . 

appliod to ANY of the yoars Itstod in (a) abavo, list the yean 
horn and soo the Instructions b --- 

12 
Dld you hold more than 2% direct or lndiroct intorast In any business entorpriso at any time during the year? . . 

In 1981 aa a result of any purchase by you or diequaliflod Pr- -- 
son8 after May 26,1969; after tho lopso of the f&year porlad to dlrpo8a of holdings acquired by gift or bequwt; 
oraftarthrlapsoofthalO-yearflrstphauholdlngpwfod?. . . . . . . . . . . . . . . . . 

13 
Notoz You may use Schodulr C, Form 4720, to detarmlno If you had axcoss buslnoss holdings in 1981. 

a) Did you Invest during 
oopsrdizo charitable purpaua (section 4944): 
e yoar any amount in 8 mannor that would Joopardlzo the carrying out of any of your 

charftablopurpoaas?. . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 
Did you make any lnvostmrnt in a prfor war (but after Decrmbar 31.1969) thot could joopardizo your charitable 

urposo that you had not removed fmm Ioopardy on the flrot day of your tax year beginning in 19817 . , . . 

. . 31 
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ATTACHMENT III ATTACHMENT III 

f!h’Pi3% Statements Reuardinn Activities (continued1 
’ ., -. 

< 

It4 ‘bea on taxable exprndlturee (section 4945): 
(a) @Wing tho year did you pay or inw any amount to: 

(1) cdtry on propaganda, or othsmiso attempt to influence legislation by attemptIng to effect the opinion 
of the ganrral public or any eegment thereof, or by communicating with any member or employee of a 
legislative body, or by communicating with any other government official or employee who may participate 
In the formulation of Irpirl4tionl . . . . . . . . . . . . . . . . . . . . . , , 

(2) Inguonce tha Outcoma of any rp44ific publlo olactkm, or to ccmy on, directly or indirectly, any voter 

. (2),or(3)cf44ctlon809(a)? . . . . . . . . . . . . . . . . . . . . , , . . 
(5) Rwldr for any purpew other than religious, charitable, sclontific, literary, 01 educational purposes, or for 

the pmvrntlon of crualQ to chIldran or animalal. . . . . . . . . . . . . , . . . . . 
(b) If you answered “Yes” to any of qusstfonr (a)(l) through (a)(5), ware all ruch transactions 4xc4pt4d tmnsaao 

t&M as described In fegulatlons ssction 52.49451 . . . . . . . . . . . . . . . . . . . 
(c) If you answerad ‘Yes” to quartion 14(a)(4), do you claim awunption from the tax because you mslntainod ox- 

pendttun mponrlbillty for Ma grant? . . . . . . . . . . . . . . . . . . . , . . . 
If Tup” at&h t/m 4t4t4m4t required. 

I I I I 
Tota~.................................,l 
2 Compensetioh of five higheet paid employees for 1981 (other than included in 1 4bov4~w1 instructions): 

fquno mid ddmm of ompbYaa ImId more thm $9o,ooc 
I I 

contrlbutian 0 em- 
bndtt Plana 

I 
comprnut.larl 

I l---i 
I I I 

I 
I I. I 
I I I 



ATTACHMENT III ATTACHMENT III 

pyr 5 
Capital Gains and Losses for Tax on Investment Inc~ne 

a. KM of WOD~~. Indieak rwx~rlty, 
toal NW., or othar (apacrfy) 

I 

c.pMo*ti~gu~u d. Date reqoirad e. Dote sold 
D=oonxtlo” I 

(m-a.. day, yr.1 
I 

hb day, yr.) 

f .  Qtom salas 

mlnw upmu 0 P 

rlco 

I  

c  Da 

P 

rwcl8tlon rllowwl 

sale or l Ilowrblr) I 
h. Cost or other basis 

I 
I. Gain or 00~8) 

Q PIUS g mlnUs h) 

--- -- -e--w . I  WI- --. -- 

- ---- .m- I  

---I - 

I I 
Compimtr only for wsots showing g8in in column I l d owned by the foundation on 12/31/69 

J. C&V. u or t2/91/69 
I 

‘“,,%I u~w8t2Jg 
d I 

I.&tCWSOfCOl.J 
wucoLk18nY 

m. Losses (from col. 0 
G&s (excos8 of sol. I gain avw col. I, 

but not IOU thrn zrro) I - 
-----4 I! 

2 CapltaJ grin net incomo or (net c4pitallo44) . If (1044) enter4 in Part I, line 8 
3 Net shortterm capital gain (IOU) 4s defined In section lZ!22(5) and (6) 

If kss:mter& in Part J,‘coiumn (& 
If ain :4l4o enter In Pert I column C)$nee~ (see lnetructlonsfor line91 . . . . . , . 

I 
. w Minimum Investment Retuin for 1981 

1 Fair rket value of 4444t4 not used (or held for we) directly in carrying out charitable, ate., purposes: 

- (4) nrl(omonthlytrlrma~vlrlurot~rttic#l. . . . . . . . . . . . . . . . . , . 
@) rage of monthly c44h bslancaa . . . . . . . . . . . . . . . . . . . . . . . 
(G) marketv4Iueofalioth4r4s4et4(4eaIn4tructlons). . . . . . . . . . . . . . . . . 
W I (add tine4 (a), (b), and (c)) . . . . . . . . . . . . . . . . . . . a . . . 

2 AcquJsJtlon lndrbtuhws spplluble to Ilne 1 auets . . . . . . . . . . . , . . . . . . . 
3 Une If(d) mlnur line 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . 
4 C4ahj dermed held for chwft4ble actlvithw-enter Xrh% of tlno 3 (for grwter amount, 44e lnstructlons) . 

. 

. 
S LJnri3mlnurIlno4 . . . . . . . . l . . . . . . . . . . . . . . . . . . . . -- /-.. - smterso/pofIlno5. - .i ............................. 

art IX: Computation of Distributable Amount for 1981 (See instructions) 

1 M~u#dndIncomef~mhrtI.llneY(c). ..................... 
2 MinJmum Invertment return from Part VIII, line 6. ................... 
2 Entair~krlprtofIln~lorlhP. ........................ 
4TotJlac: 

(a) Fax on hwestment lnccmo for 1981 fmm Part II, line 5. ........ 
(b) Income tu undrr thi4 rubtffle A, for 1981 

5 DI 4 
............ I--- . 

butable amount (Jlne 3 minus Ilno 4) ...................... 

b 

I 33 
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ATTACHMENT III ATTACHMENT III 
corm 990-PF (1991) I 

lifying Distributions in 1981 (See instructions) 
1 Amounts paid (including administrative curpensas) to eccomplish charitable, etc., purposes: 

(a) &enter, contributions, gift& etc.-total from Pert I, column D, line 24 . . . . . . . . , 
(b) $‘rogramraiatad investmrnt$ , . . . . . . . . . . . . . . . . . . . . . . 

2 Amounta paid to acquire oesetg wed (or held for use) diractfy in arrying out charitabio, ok, purposes , 
3 Amounts sat arlde for specific eharftablr projects that satisfy the:. 

(a) 9uitebility test (prior IRS approMl required) . . . . . . . , . . . , . . , , , , 
(b) Cash distrlbutlon taat (attach the required schedule) . . . . . . . . . . . . , . , 

4 Total qualifying distributions made in 1981 (add iinee 1. 2. and 3)--also enter In Part Xl. line 4 . . . 
a Computation of Undistributed . (0) 0 CC) 

Income (See instructions) comus I vow8 prior to 1980 I 1990 - 
1 

l 2 

3 

4 

5 
I.. 

6 

Dist,ributabie amount for 1981 fmm Part IX , . 
Undistributed income, if any, as of the end of 1980 
(a) Enter amount for 1980 . . . . . . . 
(b) Total for prior yoan: -....-, -, - 
Grcers dlstrlbutionr carryover, if any, to 1981: 
(a) Fmm 1976 . . . . . 
(b) ~ From 1977 . . . . . 
(c)iFrom 1978 . . . . . 
(d)iFmm 1979 . . . . . 
@IFrom 1980 . . . . . 
Q I Total of 3(a) thmugh (0) . . . . . . . 
Qualifying distributions for 1961 
(a) : Appiiod to 1960, but not more than line 2(a) . 
(b): Appiiad to undirtributed income of prior yean 

I (Election required) . . . . . . . . . 
(c)i ‘Treatad a8 distributions out of corpus (Eta@ 

I tion requlrad) . . . . . . . . . . 
(d)/ Applied to 1981 dirtributable amount. . . 
(0): Remaining amount distributed out of corpu8 l 

‘eas distributions carryover appliad to 1981 

E”i 

. 
(if an amount appeen in column (d). the same 

ba shown in column (a)) 
total of each column as indicated 

Add line8 3(f), 4(c), and 4(e). Sub 
5. . . . . . . . . . . 

Prior yearn’ undlstributad income. Line 2(b) 
1 minus line 4(b) . . . . . . . . . . 

(c)i 
/ 

Enter the amount of prior yeaf8 undldributad 
income for which a notice of dogclency has 

/ been iuued, or on which the 8action 4942(e) 
; tax has been previously assassed . . . . 

(4 Subtrect line 6(c) fmm line 6(b). lltir amount 
I I8 taxable-File Form 4720 . 

(@I Undistributed income for 1980. iin; 2ia)‘m~ 
: nur line 4(r). Thh amount is taxabl~l0 
; Form 4720. -. 

(9; Undidributed in~onie ior i&l. irk i minu; 
/ iinee 4(d) and 5. Thie emount must be die- _ --- 
’ trlbuted In 1982 

7 treated as dis&ib&ldnsb& ot’co’ u; ti 
uiremmtr lmposad by section T 70(b) 

(sea instructlons). . . . 
8 ese distributions carryover from 1976 not ap 

9 

10 

pli on line 5 or line 7 (sao instructions) . . . 

L 
( 

ex distributions carryover to 1962. (Line 6(e) 
mnurIlnee7and8.) . . . . . . . . . -,,,,-- 
A It lysisof iine9: . 
(e Grcesa fmm 1977. . . 
@ Gccesefmm1978. . . 

i (c Exceaefmm1979. . . 

. . 

. . 

. . 

a  . 

. . 

. . 

I 

Oil 

1981 

@J trcrufrom1960. . . 1 c__-_-- a-- .-I 
!L room 1xruL. . . r 
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ATTACHMENT III 

rorm 99%PP (1981) Pam 7 
f;‘-  5 

1 (a) ~  If the foundation has received a ruling or determination letter that it is  an operating founda- 
,tion. and the ruling is  effective for 1981. enter the date of the ruling , 

(b)  iCheck box to indicate whether you are an operati 
, . . , . +  

ng foundation descr ibed in section / -J 4942(j)(3) or J - J  4942(j)(6), 
Tu Yur I Prior 3 Ymrs 

(a) 198I. ( W  1980 _ CC)  1979 1 Cd) 1978 (a Total 
2 (e) jAdjusted net income from Part 1, 

iline 25(c),  for 1981 (enter car  
:responding amount for prlol 
yean) . . . . , * I . 4 

(b) 85% of llne (a) . . . , . , 
( c )  Qualify ing distributions from Part 

X, line 4, for 1981 (enter corre-  
spondlng amount for prior yearn) . 

(d)  Amounts included in (c )  not used 
directly for active conduct of exe 
empt activities , . . . . . 

(e)  Qualify ing distributions made di- 
r&y for active conduct of exempt 
purposes (line (c )  mlnue line (d))  . 

3 CoGplete the alternative teat in (a), 
(b), or (c )  on which you rely: 

(a) I 9Weta” alternative test--enter. 
: (1)  Value dt all asseta . , . . 
(2) Value of aaaeta qualifying un- 

der section 4942(J)(3)(B)(i)  . 
(b)  “Endowment” altarnative test- 

Enter s/4 of minimum Investment 

(Cl 

return shown In Part VIII, line 6, 
for 1981 (enter 2h of compareble 
amount for prior yeara) . . . . 
“Suppoti alternative test-entee 
(1) Total support other than 

gross Investment Income (in- 
terest, dlvldendr, rents, pay- 
menta on secur ities loans 
(seflon 512(a)(S)), or royal- 

Ues)  .  .  .  l .  .  ,  ,  ,  

ATTACHMENT II I 

I  

(2)  Support from general public 1 
and 5 or more exempt organi- 
zations as provided In section 
4942(D(3)(B)(lli) . . . . 

(3)  Largest amount of support 
from an exempt organization . 

I 

ross  Investment income . . I I 
Supplementary Information (see Instructions) 
ts regarding foundation managers 

(a)1 List here any manager8 of the foundation who have contributed more than 2% of the totsi contributions received by the foun. 
/ datlon before the c lose of any tax year (but only if they have contributed mom than $5,000). (See sectlon 507(d)(2).) 

/ 
(bq List here any managers of the foundation who own 10% or more of the s tock of a corporation (or an equally large portion of 

~  the ownonhip of a Partnership or other entity) of which the foundation has a 10% or greater interest. 

.4’ 
‘,,,, . I 



A'.!?C.4CY."IENT III ATTACHMENT III 

:ontinued) .Jpplementaty Information (c 
P.ve 8 

3 It you award grants, scholarships, fellowships, IOanS, P!fzes Or similar benefits, attach a statement giving: (a) the name, ad. 
dress, and telephone number of the personrto whom ePpllcatlOnS should be addressed; (b) the form in which applications shou[d 
be submitted and information and materials they should iflclude; (C) any SubmissIon deadlines; and (d) any restrictions or Ilml;a. 
tiohs on awards such as by geographical areas, charitable fields, kinds of institutions, or other factors. 

4 Grants and Contributions Paid During the Year or Approved for Future Payment 
I If recioicnt 18 on I I , 

Rtclplont 

Xame and address (home or business) 
I 

individual, Wow any 
relationship to my 

I 
Founda- 

foundation manaaor tion Sfatus I 
or substantial’ 

contributor 
Of He- 

cipicnt 
Purpose of grant or 

contrlbutmn 

I 
I 

Amount 

{a) Paif.! Jurlng year 

Total (Enter this amount on line 23, Part I. also.) 
(b) Approved for future payment 

,uwTl........................,.........) 

. . m Itemized Statement of Securities and All Other Assets Held at the Close of the Tax Year (see instructions) 0 
Asaet I Book value I Market value 

Tote . . . . . . . . . . . . . . . . . . . . . . . . . . . 
m Public Inspection 

I . 
er the date the notice of availability of the annual raturn appeared in a newspaper F . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

the name of the newspaper k k her, b •1 lf you have attachad.~~~~~o~i7;;~s~~~~~~~~~~~~~~.~~~~~~~~~~.~~~.~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~; 

tfie return will be considered incomplete.) 
lundor pclnoltloa of WrhW. t declare that 1 have euminad thla rotum, includln 
WNct. ad comeloto. Doclontion of ~n~~nr #hr thoa tsapayor or fldueiary) 4 

occomoonyins schodulrr and statommts. md to tho brat of my hnowlodgo ood belief It IS true. 
a bawd on rll information of which praparor hsr my knowlodge. 

36 



ATTACHMENT-1-y ATTACHMENT IV .- - 

U.S. GENERAL ACCOUNTING OFFICE --- 
OBJECTIVES, SCOPE, AND METHODOLOGY 

FOR REVIEWING IRS' EFFORTS TO OBTAIN--COMPLETE -- e.- . -- 
P_RIVATE FOUNDATION INFORMATION RETURNS -.- -- 

AS requested by the Subcommittee on Commerce, Consumer, and 

'Monetary Affairs, House Committee on Government Operations, our 

objectives were to (1) determine the extent and nature of incom- 
II 

plete foundation returns and (2) evaluate IRS efforts to obtain 

complete returns. 

We conducted our review at the IRS national office, and the 

IAndover, Brookhaven, and Kansas City Service Centers. The 3 

iservice centers accounted for over 40 percent of private founda- 

(tion returns filed in 1981. Taken together, the rate at which 

these service centers correspond on incomplete foundation re- 

turns approximates the IRS national average. 

To accomplish our objectives, we randomly selected 987 of 

: the 14,860 990PF returns and 695 of the 10,930 990AR returns 

j which were processed by the three service centers during 1981 

and were on file and available during our review. About 95 per- 

cent of the returns included in our sample were for tax years 

ending in 1978, 1979, 1980, or 1981. Also, 420 of the sampled 

I returns had been either examined or selected for examination by 

( IRS and were returned to the service centers for processing and 

( storage, In selecting 99OA.R and 990PF returns we used strati- 

( fied random sampling techniques which considered the size of the 
/ I 37 



ATTACHMENT IV ATTACHMENT IV a.--- -- 

foundation, the presence of IRS correspondence, the segmentation 

of IRS files, and the examination status of the return. Our 

samplincj !netIlodology is discussed in detail in attachment V. 

our sample ilid not include the new consolidated private 

foundation return because filing the consolidated return was not 

required to commence until mid-May 1982--after our review was 

initiated and after our samples were selected. Moreover, not 

all foundations would be required to file the return until as 

ilate as mid-1983 because the returns are not required to be 

filed until 5-l/2 months after the closing date of a founda: 

tion's fiscal year. Nevertheless, since the consolidated return 

.includes the previously separate 990AR and 990PF return report- 

ping requirements and becaus e IRS has made no s'ubstantive change 

:in its enforcement activities for private foundations, we 

~believe that the results of our analysis would be similar to 

iresults obtained from analysis of consolidated return filings. 

To understand the purposes of and problems associated with 

:private foundation reporting, we reviewed 

--applicable sections of the Internal Revenue Code and the 

legislative history for those sections; 

--IRS implementing regulations and procedures; 

--IRS studies concerning incomplete returns; and 
I 
I --IRS data on the costs for followup correspondence for 

.I private foundation returns. 

We also held discussions with officials of the Council on Foun- 

dations --a nonprofit membership organization representing about 

1,000 grant makers nationwide which hold over half of total 

38 



ATTACHMENT IV --a ATTACHMENT IV 

foundation assets --to discuss foundation reporting practices. 

To further understand the need for and use of private foun- 

dation return information, we spoke with representatives of 

national, regional, and local associations of grant makers, 

grant seekers, and those interested in accountability of private 

foundations. Specifically, we held meetings with representa- 

tives of the following organizations: 

--The Foundation Center, a national tax-exempt service 

organization established to provide information on 
1) 

foundation activities. 

--National Committee For Responsive Philanthropy, a 

tax-exempt national coalition of social action, public 

interest, and other community based groups. 

--Associated Grant Makers Of Massachusetts, a tax-exempt 

association of foundations and other grant makers in the 

Boston area. 

--Counsel For Advancement And Support Of Education, a 

tax-exempt national membership organization of colleges, 

universities, and independent schools. 

--United Way Of America, a tax-exempt national membership 

organization of local United way agencies. 

--Washington Council On Agencies, a tax-exempt local 

association of nonprofit organizations having a variety 

of concerns, such as poverty, health care, literacy, and 

housing. 
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To gain additional views on foundation reporting practices and 

the need for and use of private foundation return information, 

we also spoke with others involved in the grant-making or grant- 

seeking process. These other groups included the Clearinghouse . 
For Mid Continent Foundations located in Kansas City;Missouri; 

the New York Regional Association For Philanthropy located in 

New York, New York; and the Metropolitan Association for Philan- 

thropy located in St. Louis, Missouri. In addition, we met with 

*representatives of the Taft Corporation, a for-profit publisher 
)I 

of foundation information. 

This work provided the basis for determining the data to be 

1collected and analyzed from each return in our random sample. 

iThe data collected'from each return included characteristics of 

the foundation, results of any IRS correspondence with the foun- 

~ dation, and certain incomplete return information which did not 

! meet IRS criteria for correspondence. Our review did not 

I include all information items required on foundation returns. 

j Rather, we included selected items which, when taken together, 

: provide considerable detailed information on foundation opera- 

; tions needed in meeting the two basic reporting purposes of the 

j returns-- tax administration and public oversight and disclosure. 

To effectively and efficiently administer the Internal 

Revenue Code's exemption provisions within budgetary con- 

straints, IRS has identified specific return information.items 

and has instructed its service centers to correspond with, 

foundations if these items are omitted from the foundation re- 

turns filed. In essence, this is the minimum amount of informa- 
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tion that IRS considers necessary for tax computation and en- 

forcement purposes. Accordingly, we collected and analyzed 

these inEormation items from each return. Throughout our testi- 

mony these items are referred to as tax administration reporting 

requirements. 

To provide public oversight of foundation activities and 

provide information to grant seekers, the Internal Revenue Code 

requires substantive reporting on foundation grant making pro- 

'grams, investment holdings, and management. To evaluate whether 
1) 

'the returns filed by private foundations facilitate this public 

loversight, we collected and analyzed information on 19 return 

iitems which, when taken together, would provide detailed infor- 

~mation on foundation grants, investments, and managers. We 

~selected these 19 return items from 2 sections of the 990AR,.re- 

(turn and 1 section of the 990PF return. These sections had been 

ireviewed by IRS' Chief Counsel and determined to be required by 
/ 
ithe code or regulations. In the Chief Counsel's opinion 

"the failure of an exempt organization to provide the 

information required*** would constitute the omission of 

material information necessary for the Service to properly 
, I administer the revenue laws. The omission of this infor- 

mation would hinder or prevent the Service from being able 

to perform its Congressionally assigned duties. T,hus, 
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the failure to provide such information should be treated 

as the filing of an incomplete return***.":/ 

Also, these sections of the returns were included in our anal- 

yses because they were frequently cited by public interest 

groups as being needed by, the public for grant seeking and over- 

sight purposes. Throughout our testimony these information 

items are referred to as public information reporting items. 

The items reviewed are discussed in detail in attachment V. 

We did our audit work froh September 1981 through November 
‘t 

1982. Our work was perEormed in accordance with generally 

,accepted Government auditing standards. 

-e-e 

1/ General Counsel Memorandum 38760, Incomplete *turn& 

EE-145-80 (June 29, 1981). 
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U.S. GENERAL-XCOUNTING OFFICE B.-e 
AMALYSES OF PRIVATE FOUNDATI.ON .u,- -- 

RETURNS FOR ADHERENCE TO PUBLIC a.-- 
INFORMATIO_N_REPORTING REQUIREMENTS - -. .----- 

We selected a stratified random sample of 987 990PF and 695 

990AR returns from the returns on file during our review at the 

Andover, Brookhaven, and Kansas City Service Centers. About 95 

,percent of the returns sampled were from tax years ending in 

:1978, 1979, 1980, or 1981 and 420 of the returns sampled had 

lbeen either examined or selected for examination by IRS. The 

/sample was selected from a total universe of 14,860 990PF and 

~10,930 990AR returns. The procedures we used to collect and / 
ianalyze data pertaining to the returns in our sample, the re- 

hults of that sample, and the procedures used to make projec- 

/tions to the universe of returns at the three service centers 

are described below. 

SAMPLING METHODOLOGY 

In drawing our stratified random sample at each location, 

( we considered the arrangement of,IRS files, the asset or income 

( size of the foundation, the presence of IRS correspondence, and 

i the examination status of the returns. All members of the audit 

team were provided a copy of the detailed sampling plan and at- 

tended a training session covering implementation of the sam- 

! pling plan. 
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To assure that otir sample would consider a sufficient num- 

ber of large foundations, we independently sampled these 

returns to identify the large foundations. We obtained a compu- 

ter printout from the IRS on all foundations with $100,000 or 

more of income or $l,OOO,OOO or more of assets. From this list 

we identified those foundations normally filing returns at the 

Erookhaven, Andover, or Kansas City Service Centers, and selec- 

ted a random sample of these returns which we then located at 

the service centers. All smaller returns were randomly sampled 

Idirectly from the service center files. 

Also, to assure that our sample would consider any IRS'ad- 

{ministrative actions to resolve private foundation reporting 

~problems, we stratified our sampling plan to select the follow- 

(ing types of returns. 

--Those on which IRS had corresponded with the foundations 
I , for additional information. 1 

--Those for which IRS had determined that no correspondence 

was necessary. 

--Those which IRS selected for examination but had deter- 

mined on review of the returns that an examination was 

not necessary. 

--Those which IRS selected for examination and examined. 

) DATA COLLECTION 

, We combined information from several sources to develop a, 

) data collection instrument and related instruction manual. 

) These sources included the law and legislative history, IRS 

) return instructions, and groups representing foundations and 
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users of foundation information, We then tested the data col- 

lection instrument and instruction manual on actual returns 

and modified them as appropriate. All members of our audit team 

attended training sessions on the use of the manual and the in- 

strument. Once we started our review, questions relating to 

either the instrument or*the manual were centrally answered and 

each location was notified by phone or in writing of any further 

'changes. If required, we reevaluated returns already completed 

in light of the approved modification. GAO staff supervisors or 

other evaluators reviewed the information r.ecorded on each in- 
'/ 

strument for completeness. 

Our staff members who had overall responsibility for the 

ireview visited each location to assure adherence to the sampling 
I 
~plan and that data collection efforts conformed to the manual. 

~When data collection was completed, the information was key- 
I 
ipunched. The resulting data base was verified and checked for 

/logic errors using machine and manual edits. 

'PROJECTION OF SAMPLE RESULTS 

To project sample results to all returns on file at the 

,three service centers, we weighted the data. This involved de- 

I veloping individual weights for each of our samples at each of 

the three locations. Consequently, our projections are subject 

to some variation. At a confidence level of 95 percent subject 

/ to the precision limits cited in explanatory notes to the data, 

we can project the following sample results pertaining to the 

10,930 990AR returns and 14,860 990PF returns filed at the three 

I service centers. 
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--The extent to which the 9909R returns omitted in- 

formation on the public information reporting re- 

quirements. 

--The percentage of 990AR returns which did not 

report complete information on grants paid during 

the year. 

--The percentage of 990AR returns which did not 

report complete information on grants approved for 

future payment. 

--The percentage of 990AR returns which did not 

report complete information on foundation invest- 

ments. 

--The extent' to which the 390PF returns omitted 

information on the public information reporting 

requirements pertaining to managers. 

JIn addition we performed statistical tests at the 95 percent 
I 
1 confidence level to determine the relationship of incomplete 

' public information reporting to private foundation size and IRS' 

examination selections. Other data presented are expressed as 

: weighted percentages. 

: DATA ANALYSES 

1 To assess foundation compliance with the information re- 

I porting requirements, we distinguished in our analyses among 

"full," "partial," and "no" information disclosure by private 

j foundations for three categories of public information reporting 

requirements-0 foundation grant programs, foundation asset hold- 

ings, and foundation managers. These requirements encompassed 
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19 reporting items on the 990PF and 99OAR returns. I n analyzing 

the returns, we adhered to the following procedure: 

--SE a return itemized all information for a reporting 

requirement, the return was credited as providing full 

information for that reporting requirement. 

--If the return listed some, but not all, information the 

return was credited as providing partial information. 

--If the return did not list any information for a 

reporting requirement, 'the return was credited as 

providing no information. II 
While the majority of our analyses were straightforward in 

that required information was either present or missing, the 

'collection and analysis of certain grant and investment informa- 

ition required some professional judgment. These judgments 

~ involved determining whether required grant purpose or asset 

/descriptions were reported with sufficient specificity to ful- 

j fill the reporting requirements. However, in the majority of 

: cases reviewed, the grant and investment information was either 

: fully and correctly reported or not provided at all. The 

following sections describe the criteria we used to make these 

1 determinations as well as the results of our analyses. 

Analysis of grant information 

reporting requirements 

A foundation's 990AR return should contain extensive infor- 

i mation on the foundation's grant-making programs. The Internal. 

Revenue Code requires that private foundations provide 
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"an itemized list of ;111 grants and contributions 

made or approved for future payment during the year, 

showing the amount of each such grant or contribution, 

the name and address of the recipient, any relationship 

between any individual recipient and the foundation's 

managers or substantial contributors, and a concise 

statement of the purpose of each such grant or 

contribution***." 

;IRS used page 4 of the 990AR return to collect this grant infor- 

[mation. 
') 

Accordingly, we reviewed our sampled 990AR returns to. 

determine, both for grants made during the year and approved for 

: future payment, if. the return 

--listed the grants or indicated none; 

--itemized grant amounts, where appropriate; 

--itemized recipient addresses, where appropriate; 
/ --itemized specific purposes of grants, where appropriate; 
/ and 

--reported the total amount of grants or indicated none. 

: The analysis of grant purpose descriptions required certain 

i judgments to determine if the information was reported with suf- 

( ficient specificity. 

Determination of complete 

grant purpose descriptions 

The Internal Revenue Code requires foundations to report a 

"concise statement of purpose of each such grant or contribu- 

tion." The legislative history indicates that the Congress 
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intended the itemized statement of grant purpose descriptions to 

facilitate public oversight of foundation grant-making pro- 

grams. Thus, the grant information should be specific enough to 

disclose the appropriateness of grant activities and to provide 

sufficient information to enable grant seekers to decide whether 

to apply for grants. The official guidance to foundations for 

completing a "concise statement" listing is contained in the IRS 

iinstruction booklet for completing the 990AR. The booklet pro- 

ivides the following example as to the degree of specificity re- 

!quired. According to IRS officials, the example better dep,i;cts 

,the specificity of the information to be reported than could 

otherwise be described in a text discussion. 

Grant8 and Ccintributions Paid During the Year or Approved for Future Paynjcnt 

r AllenBeidMuaeum of 

10zcPrici Clkric,College Park,CA.' 
via Guinn IrW+,Stooe.Mtn., GA 

Renovatixlg mu8aunl 
To buy equipment- I 

The short, clear, detailed statements of grant purposes in 

the IRS example are substantially different from those provided 

by the foundations in our samples. Foundations typically either 

omitted grant purpose descriptions entirely or listed grants 

under broad titles which were descriptive of the recipient 

organization rather than of the'purpose of the grant. For 
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example, purpose descriptions such as "charitable," "religious," 

Or "educational," were often cited. Such responses essentially 

supply no useful information beyond that disclosed hy listing 

the name of the recipient organization, a separate reporting 

requirement. Another commonly used, but unacceptable, purpose 

description was "for exempt purposes of the organization." This 

description also adds no additional information since grants 

presumably would not be made for nonexempt purposes. Never- 

theless, we accepted purposes given as "general purpose" or 

;"unrestr,icted use." We believed that such descriptions conveyed 

/the message that the grant was given without reservation, t: be 

:used as needed by the grantee. The following table summarizes 

;some of the responses we encountered and our decisions to credit 

them as acceptable or unacceptable responses. 

Concise statement 
of grant or GAO's 
contribution 

Education 
.- -.-- determination 

Not Acceptable 
Acceptabie 
Not acceptable 
Acceptable 

I University,Y Scholarship funds 
; Charity x Charitable 

Charity Y General use 

Our main concern in evaluating grant information was that it 

should be specific enough so that IRS, the public, and grant 

seekers would be provided with useful information for their 

various purposes. For example, IRS would, need information 

specific enough to identify potential self dealing, distribu- 

tions not qualifying under the minimum payout provisions,.or 

prohibited expenditures. Grant seekers would want grant de- 

scriptions specific enough to determine what types of grants a 
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foundation would be likely to consider. Public oversight groups 

woul.(I want information specific enough to evaluate whether foun- 

dation funds are being used for the !nost effective public pur- 

poses. We believe that missing or vague grant descriptions 

which simply restate the donee organization exempt purpose or 

which do not include grantee addresses do not fulfill these 

purposes. 

Results of grant information 

reporting analysis 

We found that most foundations do not provide all required 

grant information. We estimate that about 79 percent of thz 

10,930 990AR returns filed at the three service centers did not 

completely report information on grants paid during the year. 

;'/ Also, about 76 percent did not completely report information 

Ion grants approved for future payment. z/ As shown by the fol- 

/ lowing table, foundations omitted substantially more information 

j on grants approved for future payment than on grants paid during 

the year. 

i/Sampling error is 2 4 percent at the 95 percent confidence 
level. 

1 PSampling error is + 4 percent at the 95 percent confidence 
/ level. 
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'Number of Incomplete 
P@rCentage,of 990AR Returns(note a) 
Paid Grant - ---- 

Grants Approved 
Reporting Requirements Information -__ .--- for Future Payment Be -- 

0 21 24 
1 24 3 
2 46 1 
3 3 10 
4 1 1 
5 5 60 

i-55 100 
- - 

a/ Totals may not add due to rounding. 

Whether grants paid during the year or grants approved for 

future payment were involved, foundations most frequently did 

not completely report recipients' addresses or specific purposes 

:of the grants. As shown in the table on the next page, with 

*respect to grants paid during the year, we estimate that 62 

percent and 54 percent of the 10,930 990AR returns filed at the 

three service centers did not report any recipient addresses or 

specific grant purposes, respectively. Another 10 percent and 5 

percent respectively, provided only partial information for 

these two reporting requirements. Moreover, even less informa- 

tion was reported on grants approved for future payment. For 

example, we estimate that for future grants 60 percent of the 

returns reported no information for any of the five items. 

The omitted information on grants is essential to grant 

/ seekers and necessary for assuring public accountability. The 
I ~ 990AR return (and now the new 990PF return) provides grant 

, seekers with the identity of private foundations nationwide 

) which have interests similar to the grant seekers and would thus 

) be most likely to fund the grant seekers' proposals. Often, the 
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return is the 

ATTACHMENT V 

only readily available source for this informa- 

tion. Accordingly, the absence of complete information partic- 

ularly concerning grant purposes or locale in which the grants 

are made only makes it more difficult for grant seekers to dis- 

tinguish between foundations that may act favorably on their 

proposals and those which probably would not. Furthermore, the 

return information is often the only means for the public and 

the Congress to monitor private foundation grant making pro- 

grams. According to one group interested in foundation account- 

:ability, the National Committee for Responsive Philanthropy, 

being accountable and accessible to the public is one way f&n- 

'dations can evaluate their programs and then make better grants. 

Analysis of investment --a 
linformation reporting 

Internal Revenue Code section 6056(b)(S) requires that a 

iprivate foundation provide "an itemized statement of its secu- 

( P ities and all other assets at the close of the year, showing 

lboth book and market value***." Page 3 of the 990AR return was 

used to collect this investment information. :. 

Accordingly, we reviewed the 990AR returns filed by private 

foundations to determine if the returns 

--listed securities and other assets, 

--itemized security and other asset book values, 

--itemized security and other asset market values, 

--included the total book value of securities and other 

assets, 

--included the total market value of securities and 

other assets, and 
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--specifically described securities and other assets. 

The analysis of asset descriptions require? certain judgments to 

determine if the information was reported with sufficient spec- 

ificity. 

Determination of complete 

asset descriptions . 
-- 

The legislative history indicates that the Congress in- 

,tended the itemized statement of assets.to facilitate public 

ioversight of foundation investment activities and thereby act as 

ia deterrent to abusive self-serving investment practices such as 

.those identified during the late 1960's. The official guidgnce 

to foundations for completing an "itemized" listing is contained 

iin the IRS instruction booklet for completing the 99OAR. The I 
/booklet provides the following example as to the degree of spec- 
I 
lificity required. According to IRS officials, the example 

better depicts the specificity of the information to be reported 

ithan would narrative in the instruction booklet text. 

Cash 
Certificates of deposit 
100 shares Atlas Corporation 
500 shares Zeus Corporation 
300 shares Athena Corporation 
500 shares Mars Corporation 
100 shares Jupiter Corporation 
500 shares Venus Corporation 
600 shares Saturn Corporation 
Office equipment 

Total 

250;ooo 250;OO0 
1,000 1,100 

10,000 9,500 
6,000 6,000 

10,000 9,000 
30,000 31,000 

5,000 5,500 
10,000 11,000 

Market value 
9,5T 

1,650 
334,250 
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Foundations should describe their securities and other 

assets in sufficient detail to fully disclose their holdings to 

the public. We concluded that descriptions such as "land,'" 

"real estate," "stock," "securities," or general account titles 

such as "interest receivable" are not sufficiently specific. 

The following table summarizes some of the responses we 

encountered and our decisions to categorize them as specific or 

nonspecific descriptions. 

;Description of security 
jar other asset 
100 shares "A" CorgGration 
stock 
324 Main Street, Anytown, Illinois 
Real Estate (land) 
$10,000 nA" Corp. deb. @ 7-S/8% 

due 2003 
Bonds 

GAO's determination 
Specific )) 
Non specific 
Specific 
Non specific 

Specific 
Non specific 

Results of asset information 

reporting analysis 

/ We found that private foundations provided more complete 

information on their asset holdings than on their grant pro- 

grams. We estimate that 69 percent of the 990AR returns filed 

at the three service centers fully complied with the six invest- 

ment reporting requirements we evaluated; while 31 percent did 

not report complete information. 1/ Although, as shown in the 

following table, compliance with five of the six reporting re- 

quirements was quite high, we estimate that about 3,100 of the 

' YSampling error is within of: 5 percent at the 95 percent 
confidence level. 

I 
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'10,930 990AR returns (28 percent) did not specifically describe 

‘all securities and other assets. 

,Investment 
Reporting 

PeEentage Of 990AR Returns 

Requirements Full Infor- Partial No Infor- Total 
Reviewed mation Information mation (note a) 
listed assets -.- - -.-.e_- - - - 

and securities 
itemized book 

values 
itemized market 

: values 
'provided total 

book value 
'provided total 

market value 
provided specific 

descriptions 
Overall require- 

ments reviewed 

99 (b) 1 100 

97 2 2 lb0 

96 2 2 100 

98 (b) 2 100 

98 (b) 2 100 

72 27 1 100" 

69 30 1 100 

ia/ Totals may not add because of rounding. 
I$/ Not applicable 

, Specific asset descriptions are important from a public 

oversight viewpoint, as well as for IRS to administer tax exemp- 
1 i tion laws. Foundations hold assets amounting to about $35 

; billion --an enormous sum of money. As a condition of tax-exempt 

j status, foundations and all other charitable organizations are 

j required to permanently dedicate these assets to public pur- 

/ poses. The public can help ensure that foundation assets are so 

i dedicated only if sufficient information is available. For 

example, without adequate information on where foundation monies 

are invested, the Congress and the public would have a difficult 

time identifying possible conflicts of interest, such as invest- 

ments which appear to be more beneficial to officers of the 

foundation than to public purposes. Likewise, it would be dif- 
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ficult for IRS to identify such conflicts warranting its atten- 

tion without conducting detailed examinations of foundations. 

Similarly, it could be difficult to identify those foundations 

which need to sell their controlling interests in for-profit 

businesses to meet the requirements of the Tax Reform Act of 

1969. Ihe act generally requires foundations to divest their 

"excess business holdings" according to statutorily prescribed 

time frames, some as late as 1989. _ Furthermore, without infor- 

mation on how foundation monies are invested it would be dif- 

lficult to assure that a foundation is receiving a reasonable 

return on investment and is maintaining the financial strenath 

needed for continued charitable activities. 

Although specific asset descriptions are important for 

ipublic oversight purposes, many of the incomplete reporting 

ifoundations did not report detailed information on a significant 

'portion of their investments. As shown in the following table, 

lwe estimate that of the 990AR returns which did not contain com- 

iplete asset descriptions, about 37 percent did not specifically 

describe at least one quarter of the foundations' assets. 
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PercentTge of Founda_t&ons Reporting -- 
Assets With Nonspecific Descriptions -.e.w.- ..- --amountIG$ to -- e.-- 

Estimated 
Foundation I%-24% 25%.74% 75%-100% Number 
Asset of Of of Total of 
Size assets assets ..- ._ -a assets (note a)_ Foundations --I__ -- 
Less than $25,000 67 18 16 100 260 
$25,000-$99,999 55 16 29 100 530 
$100,000-$999,999 64 23 14 100 1370 
~$l,OOO,OOO or more 67 23 10 100 810 

Overall 63 21 16 100 &/ 2970 

E/Totals may not add due to rounding. 

#b/Analysis accounts for 2970 of the estimated 3100 returns with 
nonspecific assets because of incomplete information or o$her 
inadequacies of the files reviewed. 

When a foundation does not describe a substantial portion 

jof its assets, the Congress, the public, and 123 .are li.lili;le(l in 

/their ability to oversee the foundation's investment practices. 

IWe frequently found that foundations reported assets as "stock" 

lor "loans" rather than listing the specific name of the security I 
I such as "'A' Corporation common stock." This is especially sig- 

'nificant when those undescribed assets are worth thousands of 

idollars. For example, as shown in the above table, we estimate 

that about 33 percent of the 810 foundations reporting over 

j$1,000,000 in assets did not fully describe at least one quarter 

iof their assets-- assets worth $250,000 or more. Such reporting 

(practices substantially diminish the value of the returns for 

. 

Ipublic oversight purposes. 
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Oyerall results of asset and- 

grant information analysis .- 
A foundation's 990AR return should contain sufficient pub- 

lic information, including grant recipients' names and ad- 

dresses, grant amounts, and specific grant purposes, to help 

grant seekers to decide if they should seek financial support 

from that particular foundation. The return should also contain 

sufficient information on the foundation's grants and invest- 

ments to facilitate public oversight which could act as a deter- 

'rent to any questionable or self-serving practices. In effect 

the return should make private foundations accountable for 'their 

actions to the public. 

As discussed in previous sections, to measure compliance 

/with private foundation public information 'reporting require- 

iments we analyzed 16 information items on the 990AR return. .We 

iestimate that about 94 percent of the 10,930 990AR returns filed 
I 
I at the three service centers omitted some information on at 
I 
1 least one of the 16 items. Moreover, as shown in the table 

: below, about 71 percent did not provide complete information on 

i 4 or more of the 16 items. 

Number of Incomplete 
Reporting Re&rements 

10 thru 16 
7 thru 9 
4 thru 6 
2 or 3 

Percentage of 
990AR Returns 

366 
29 
12 
10 

6 
ca/ 100 

Percentage 
Sampling Error 
at the 95 Percent 
Confidence Level 

f3 
f5 
f4 
f4 
f3 
f3 

aJ Total does not add due to rounding. 
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This incomplete public information reporting is not just a 

problem sti:c i.!,l~;-,rlbl+ ko small foundations. A number of founda- 

tions not reporting complete information are rather large in 

terms of assets accumulated, revenues earned, and grants made. 

The importance of complete reporting by larger foundations is 

considerable because of the economic and grant making resources 

held and the public's interest in those resources. 

We performed statistical tests to determine if there was a 

'measurable statistical difference between the completeness of . 

ireturns filed by small and rather large foundations at the three 

service centers we visited. To perform these tests, we adobted 

a size criteria of $l,OOO,OOO in assets or $100,000 of revenue 

,to distinguish between large and small foundations. This size 

icriteria is similar to that adopted by The Foundation Center for 

idetermining which large foundations to include in its published 

ifoundation directory. In general, as shown in the following 

table, there is little difference between the completeness in 

ireporting practices of larger foundations and smaller founda- 

.tions. 

Estimated Percentage 
Number of 990AR of 990AR Returns(note a) 
Incomplete -- 

Large Small 
Reporting Items Foundations Foundations 

0 5 8 
1 12 10 

2 or 3 15 12 
4 thru 6 29 
7 thru 9 35 

10 thru 16 3 7 
100 100 
illllc - 

dTotals man not add due to rounding. 

Determination of 
Statistical Differ- 
ence at 95 percent 
Confidence Level 

Not significant 
Not significant 
Not significant 
Not significant 
Not significant 
Significant 
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With the exception of the highest incojnplete category analyzed 

m-10 thru 16 reporting itams omitted--the larger founda'cilJns 

were just as likely to file incomplete retucna a~ the smaller 

foundations. 

Similarly, as shown below, the degree of incompleteness 

does not vary substantially among various size foundations as 

measured by the amount of total grants made during the year 

except for the largest grant-making foundations. However, even 

for these foundations, we estimate that 38 percent omitted in- 

formation on 4 or more of the 16 reporting items reviewed. 

Percentage of 990AR Returns 
Categorized by the Number of Incom- 

,Total Grants p&t& Items 0; the 990AR Return 
---- iReported ($) 0 l-3 4-6 7-9 lo-16 Total a/ 

!Less than 25,000 9 23 32 35 --- 1 100 
~ 25,000-49,999 0 23 23 52 2 100 

50,000-99,999 7 19 26 47 0 100 
I lOO,OOO-499,999 2 28 30 39 1 100 
I 500,000-999,999 12 12 32 43 0 100 
,l,OOO,OOO and over 8 54 3 25 10 100 

Overall 7 24 29 39 1 100 

Estimated 
Number of 

990AR 
Returns 

6150- 
1100 
1290 
1200 

170 
200 

107 

/ fi/ Totals may not add due to rounding. 

Because of the concentration of economic and grant making 

,resources, the importance of complete reporting by even a few 

jlarger foundations is considerable. For example, data developed 

iby IRS shows that foundations with revenues exceeding $25,000 

--although substantially outnumbered by smaller foundations-- 

control about 97 percent of total foundation assets and make 

about 96 percent of total foundation contributions, gifts, or 

I grants* The following table, based on data developed by IRS' 

1 Statistics of Income Division during late 1982 for foundation 
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returns filed nationwide for tax year 1979, shows the concentra- 

tion of the economic and grant-making resources of the larger 

foundations compared to smaller foundations. 

Revenue Number of 
CaEgory ($1 ___ Foundations 

less than 25,000 17,332 
25,000 - 99,999 5,376 
100,000 - 499,999 3,371 
500,000 -999,999 732 

Foundations Resources and Grants Revenue ---e - 
Assets Grants -- ----Thousands---- 

$103,691 $1,196,538 $111,520 
275,979 2,150,050 193,622 
738,976 4,920,660 417,946 . 
502,669 3,409,746 305,666 

l,OOO,OOO and over I 1,169 --w.- 4,391,814 22,991,038 1,772,247 --- 

Total 27,980 $6,013,129 $34,668,032 $2,801,001 

The Council on Foundations has recognized the importance of 

Iinforming the public concerning the stewardship of assets. 

SAccordingly, in 1975 the Council's Board of Directors adopted a 
I {resolution which stated that in addition to the federally re- 
/ 
squired filing of the 990AR return, "any foundation distributing 

I$25,000 or more a year should publish an annual report and make 

iit available to all interested parties." Despite the Council's 

iposition, according to statistics compiled by the Foundation 

jcenter, only about 500 foundations publish an annual report. 

iFurthermore, according to a 1980 report by the National Commit- 

i tee for Responsive Philanthropy, many of the foundations' annual 

1 reports did not meet that committee's standards as "acceptable" 

for public information reporting. Therefore, complete informa- 

tion on foundation returns becomes increasingly important to 

those in the public interested in foundation activities. 
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Analysis of manager A -aa 
information reporting 

Although the 990PF return primarily provides information 

needed for tax administration, ih also includes some important 

inforlnation for the public such as the identity of foundation 

managers (officers, directors, trustees, and others havi.:g simi- 

lar responsibilities). However, much of this important informa- 

tion is not reported by foundations. 

The Internal Revenue Code and IRS regulations specifically 

irequire foundations to annually report each foundation manager's 

name, address, and compensation or other payments. -aa- Page 4,gf 

lthe 990PF return was used to collect this information. Accord- 

lingly, we reviewed the 990PF returns filed by private founda? 

kions at the three service centers to determine if the returns 

complied with the three foundation manager reporting require- 

ments. 

/ Analysis--?f manager 

1 &formation results 

We estimate that only 59 percent of the 14,860 990PF returns 

'filed at the three service centers fully reported 

/ foundation manager information; 9 percent reported partial in- 

) formation; and 32 percent reported no information. 4J AS shown 

( in the following table, the level of incomplete reporting is 
~ 
j about the same for each of the three requirements. 

! 1 4 Sampling error is within 2 5 percent at the 95 percent 
/ confidence level. 
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~Manager 
,Information Reporting 

managers' names 
,listed foundation 

managers' addresses 
listed foundation 

Percentage -Of 990PF Returns With -- me 
Full Infor- Partial No Infor- 

mation Information mation Total --- - - -.- 
68 (a) 32 1 00 

63 2 35 1 on 

managers' compensation 64 1 35 100 
Overall require- 

ments reviewed 59 9 32 100 
zJ Not applicable 

According to officers of associations of grant seekers with 

iwhom we spoke, information on foundation management is particu- 

'larly important. This information provides the name of a per- 
II 

sonal contact within the foundation to lobby for funding, to 

ipromote grant proposals, and to obtain knowledge of the types of 

igrants a foundation will consider.. Further, they told us that 

/directly contacting an officer or director in the foundation 

~seems to increase the potential for successfully applying for 

,jgrants. Additionally, information on foundation management pro- / / 
imotes public oversight because it provides information on who is 

: controlling foundation assets. 
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U.S. GENERALJCCOUNTING OFFICE - -_- 

EVALUATION OF IRS' EF_F_O_RTS TO ASSURE COMPLETE -.- --.- a 
PRIVATE FOUNDATJON REPORTING FOR TAX --- 

ADMINISTRATION AND PUBLIC INFORMATION PURPOSES *..a~.- - - -. 
Our evaluation'of IRS' efforts to assure complete private 

foundation reporting showed that 

--IRS has established specific programs to assure that 

foundations report complete information-which IRS has 

identified as necessary for efficient administration of 
It 

the tax laws. 

--IRS, in contrast, has not established programs to assure 

that foundations report complete information required by 

the code and useful to the Congress and the public for 

oversight purposes and to grant seekers in identifying 

sources for funding. 

--IRS has not used an available enforcement sanction to 

compel compliance with the code's reporting requirements. 

/ IRS HAS ESTABLISHED SPECJFIC PROGRAMS TO 

j ASSURE COMPLETE TAX ADMINISTRATION INFORMATION 

To effectively administer the Internal Revenue Code's ex- 

j emption provisions within budgetary constraints, IRS has iden- 

/ tifled specific tax administration information reporting items 

I that it needs from foundations. Over the years IRS, through 

( correspondence and examinations, has educated foundations about 

1 these information needs. 
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We estimate that, prior to correspondence, about 92 percent 

of the 14,860 990PF returns and about 99 percent of the 10,930 

1990AR returns filed at the three IRS service centers reported 

the return information identified by IRS as necessary for effi- 

cient administration of the'tax exemption law. The most fre- 

quent types of reporting omissions on the 990PF returns involved 

'information on 

--the fair market value of assets at year end: 

--liquidation or substantial contractions; 

--transactions that may constitute self-dealing underrcode 

section 4941; 

--taxable expenditures as defined under code section 4945; 

o-substantial contributors; 

--minimum investment return computations for operating 

foundations; 

--undistributed income from the current tax year that must 

be distributed in the subsequent year: and 

--total expenses for computation of the excise tax based on 

investment income. 

i The only information item on the 990AR return identified by IRS 
/ 
/ as needed for tax administration purposes is the reporting re- 1 
1 quirement for advertising the public availability of the return. 

When the information needed for tax administration purposes 

is omitted from foundation returns, IRS service centers corre- 

spond with the foundations to'obtain the information. If the 

. 
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foundation does not respond within 30 days, the service centers 

process tile returns without the information. In 1981, IRS spent 

about $5,400 to conduct this correspondence program nationwide. 

Rather than corresponding a second time to correct the 

relatively small tax administration reporting problem--about 98 

percent of the 990PF returns are complete after service center 

correspondence-- IRS uses its examination program to obtain com- 

plete information reporting from the private foundations. Each 

year I as part of its regular examination program, IRS estab- 

lishes plans to select and examine the returns of between S/land 

10 percent of foundations nationwide. During these regularly 

scheduled examinations, IRS requires examining agents to deter- 

1 ine if the foundations are complying with tax exemption law, 

Iincluding filing complete returns. 
, In this regard, the Internal Revenue Manual instructs ex- 

~aminers on how to deal with the general problem of incomplete I 
(returns and for specifically dealing with foundations which have, I 
'not complied with service center correspondence. One section 

covering examination planning requires that examiners: 

"Review the return for completeness to determine if 

all required line items and attachments have been 

completed. If not complete, the organization should 

be requested to provide this information and then ad- 

vised in writing of the requirement to provide this 

information on subsequent returns.":/ 
.- 

9 Internal Revenue Manual section 7(10)62.1(4). 
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The same manual section specifies that the attachments reviewed 

should include "requests from the service center for data needed 

to complete the return." The section continues with "Areas 

queried ,nc\st be resolved during the examination and the organi- 

zation informed in writing of filing rgquirements for a complete 

return." In general, such a letter would state that if a founda- 

tion continues to file incomplete returns or reports less infor- 

,mation in the future, the foundation's tax-exempt status may be 

irevoked. 

Our work at the three service centers showed that examining 

/agents, following these procedures, found incomplete reporting 
/ 
iproblems in about 8 percent of the examinations conducted. 
I / 
/Accordingly, by relying on the routine examination program to 

'find and correct any reporting deficiencies not resolved by ser- 

j vice center correspondence, IRS has obtained a high degree of 

i foundation compliance with certain tax administration reporting 
, 
i requirements. Significantly, this was done without shifting ex- 

amination resources from other areas, such as the unrelated 

business income tax or other excise taxes applicable to private 

foundations. 

IRS HAS NOT. ESTABLISHED SIMILAR 

PROGRAMS TO ASSURE COMPLETE PUBLIC 

INFORM&TrJON REPORTING 

In contrast to IRS' efforts to obtain compliance with cer- 

1 tain tax administration reporting requirements, it makes much 
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bless effort to improve the public information reporting prac- 

,tices of private foundations. With few exceptions, IRS service 

.centers do not correspond for information on foundation grant- 

making programs, investment holdings, or managers omitted from 

foundation returns. This places the burden of securing complete 

public information reporting on IRS' examination program. How- 

ever, the examination program is not currently geared to enforce 

foundation compliance with those reporting requirements. 

'IRS seldom corresponds for 

missing public information items_ !I 

Of the 16 990AR and 3 990PF required public information 

reporting items we reviewed, IRS service centers were instructed 

only to-correspond with foundations to obtain information re- 

lating to their managers. Further, the service centers were 

1 instructed to correspond for missing manager information only 
/ 
/ when certain conditions are met, such as other reporting items 

j on the return indicating that managers receive compensation. 

Given these criteria, the service centers seldom corre- 

sponded with foundations to obtain complete manager informa- 

: tion. For example, our work indicates that the 3 service cen- 

( ters corresponded with foundations on only about .3 percent of 

the estimated 6,100 returns which were filed with incomplete 

manager information. 

In November 1981, IRS officials told us that although they 

would prefer to correspond on all missing private foundation 

I 
/ / 
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Ireturn items, budget limitations have prevented this correspon- 

Idence. In June 1982, IRS revised its service center corre- 

<spondence instructions. Specifically, the instructions stated 

that if page 8 of the new 990PF return is filed with no inforna- 

tion, the service centers should correspond with the foundation 

for the information required by Parts XIII, XIV and XV of the 

return. These instructions addressed those foundations which 

report absolutely no information on foundation grant programs 

and asset holdings and certain other inEormation contained on 

page 8 of the new return. , II 
The new instructions, however, do not go far enough. Al- 

I though most foundations did not make full public information 
i / disclosures, they did provide some partial information. IRS' 

revised correspondence instructions do not address these re- 
I 
( porting problems. Moreover, IRS subsequently revised the return 

/ in January 1983, but did not change the related correspondence 

j instructions. The effect of this was to eliminate the require- 

ment to correspond for missing asset information. 

In April 1983, we discussed with responsible IRS officials, 

how private foundation public information reporting practices 

' could best be improved. They believed that the service center 

. correspondence program should be improved and used as the first 

step in securing complete private foundation reporting. How- 

ever, they generally recognized that the service centers do not 

1 have the expertise to evaluate the quality of some information 

I 
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reporting, such as complete descriptions oE grants or of asset I 
holdings. These evaltiations are best made by the technically 

trained exempt organization specialists currently 10cated at 

IRS' district offices. These personnel are responsible for 

examining 'private foundations and determining their exempt 

status and can exercise professional judgment based on knowledge 

of exempt organization law in determining whether the founda- 

tions' reporting practices meet the Internal Revenue Code re- 

porting requirements and IRS regulations. 

IRS' examination proqram is not geared 

to enforce_compliance with public 

I +.~rmation reporting requirements em-a- 
Since the service centers generally do not correspond for 

, 
/ public information, IRS is left with. its district office exam- 

1 ination program to assure that foundation public information 

reporting is complete. Despite the high level of noncompliance 

! with the public information reporting requirements, however, IRS 

I has not made a concerted effort to use its examination process 

to motivate incomplete reporting foundations toward full infor- 

mation disclosures on their annual returns. IRS' system for se- 

i letting returns for examination places no emphasis on selecting 

/ foundation returns with incomplete public information. More- I 
/ over, even when incomplete returns are selected for examination, 

1 IRS examiners frequently overlook the problem. In addition, / 
/ IRS' management information system and compliance measurement 
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program do not enable managers to monitor whether examiners are 

finding public information reporting problems or not. 

IRS' examination selection system --- --- - 
does not consider incompleteness _I- I._ -I_ .-v..- 
IRS uses a two-step process to select private foundation 

returns for examination. However, neither step assures that 

incomplete public information reporting will be addressed by the 

examination selection process. 

As a first step in the selection process, IRS uses a com- 

puterized scoring system to rank returns for examination pd'ten- 

tial. The scoring formula was statistically developed from tax 

exemption noncompliance found during nationwide Taxpayer Com- 

lpliance Measurement Program examinations conducted'in 1975 and 

!1976. This compliance measurement program was specifically 

idevoted to private foundations and certain other categories of 

tax-exempt organizations. Tax exemption noncompliance during 

: this program was defined as examinations which resulted in the 

--revocation or termination of a foundation's tax-exempt 

status, 

--changing the category under which the foundation was 

recognized as exempt, or 

--issuance of an advisory letter to the foundation 

regarding activities that might adversely affect its 

exempt status. 
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Accordingly, the scoring system was designed to evaluate founda- 

tion returns for tax exemption noncompliance which would be 

serious enough to adversely affect a foundation's tax-exempt 

status. 

\ The computer sco;ing system, as developed, does not guaran- 

tee that returns with incomplete public information will receive 

'high scores and thus be selected for IRS examination. In fact, 

under the scoring system, a foundation not adequately reporting 

/information on all 19 public information,return items we re- 

viewed could receive the same computer score as a foundatioh 

reporting complete information for all items. As a result, 

'foundations following substantially different public information 

ireporting practices could have the same chance for examination 

iselection during the first step in the selection process. 

As a second step in the examination selection process, re- 

t,urns with high computer scores are forwarded to the district 

/offices for manual review. The purpose of.the manual review is 

Ito further screen those returns with high scores and identify 

ithe ones which have the greatest potential for noncompliance 

/with the tax exemption provisions of the Internal Revenue Code. , 
Generally, the manual review,process selects for examination 

1 about one out of three computer selected returns. After the 

manual review, returns not selected for examination are returned 

to the service center for storage. 

The manual review, like the computer scoring process, ap- 

1 pears to disregard incomplete public information reporting. We 
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reviewed a sample oE the 2,921 returns--2,421 990PF and 500 

990AR returns --on file at the three service centers which the 

manual review process determined did not warrant examination. 

13E these unexamined returns, we estimate that 

--44 percent of the 990PF returns did not completely 

respond to at least one category of required foundation 

manager information and 33 percent omitted all required 

manager information. 

--53 percent of the 990PF returns. exceeded the size 

requirement for filing a 990AR return but had no attached 

990AR, thereby eliminating any consideration of public 

information in arriving at an examination selection 

decision. , 

--96 percent of the 990AR returns did not completely 

respond to at least 1 of the 16 public information 

reporting items included in our review and 64 percent 

omitted information on 4 or more of the reporting 

items. 

IRS officials stated that the manual review, like the com- 

/ puter scoring system, is not used to assure the completeness of 

returns. In fact, our statistical analysis (performed at the 95 

percent confidence level) of returns forwarded to the district 

offices for manual review showed that reviewers were just as 

likely to select complete 990AR returns for examination as in- 

complete ones and were more likely to select complete 990PF 
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returns than incomplete ones. According to IRS officials, the 

personnel lnaiting the examination selections consider the infor- 

mation reported on the return to determine whether examination 

for substantive noncompliance, such as unrelated business income 

tax or potential revocation issues, is warranted. For this 

reason, incompleteness would be considered with all other areas 

of potential noncompliance when selecting organizations for 

examination, but generally would not be the sole or primary 

reason for an examination selection. 

Examina_tions frequently overlook II 
incomplete public information reporting 

While examining private foundation returns, IRS examiners 

frequently overlooked missing public information, especially on 

the 990AR return. We sampled and reviewed 182 of the 1,365 pri- 

vate foundation examination files located at the three service 

centers. On the basis of this work, we estimate that IRS exam- 

iners notified 8 percent of the examined foundations about in- 

complete reporting problems. However, we estimate that of the 

1,365 990PF and 934 990AR returns contained in the examination 

files 

--29 percent of the 990PF returns did not completely 

respond to at least one item of required manager infor- 

mation and 20 percent omitted all such required in- 

formation. 

o-96 percent of the 990AR returns did not completely' 

respond to at least one of the 16 public information 
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reporting items that we reviewed, and 78 percent 

omitted information on 4 or more of the items. 

In total, about 72 percent of the 1,365 examination files in- 

volved incomplete returns for public information purposes; how- 

ever, the files did not show that the foundations were advised 

oE reporting problems as required by IRS procedures. Moreover, 

about 25 percent of the examination files did not contain a 

'990AR return, although the foundations reported assets exceeding 

:the amount that would require the filing of the return. The 

absence of the return indicates that the quality of public"in- 

lformation reporting was not a material part of the examination. 

We believe this inattention to missing 990AR information by 

) IRS examiners stemmed from the Internal Revenue Manual not in- 
/ 
i eluding specific examination guidelines for public information 

( items, I as it does for certain other reporting requirements. 

( Consequently, IRS examinations provide little stimulus for pri- 

vate foundations to improve their public information reporting 

practices. 

Examination management information system 

and compli_ance measurement program do not 

cover incompleteness 

IRS has a management information system which provides IRS 

managers with a mechanism to monitor certain compliance problems 

uncovered during examinations. Also, IRS conducts Taxpayer Com- 
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pliance Measurement Programs to measure exempt organization-- 

including private Eoundation-- compliance with the tax-exempt 

Jaws and to develop computer-assisted examination selection 

methods. However, these systems have not included data on in- 

complete reporting for either public information or tax adminis- 

tration information purposes, 

The Audit Information Management System collects and 

summarizes data from the assignment and closing record of each 

iexamination. This data includes the principal noncompliance 

:problems identified during examinations, such as self-dealting, 

'excessive private financial benefit, excess business holdings, 

:and other matters relating to tax-exempt status. However, 

/incomplete reporting is not specifically included in the 

/information system as a noncompliance item. 
/ 

IRS uses the Taxpayer Compliance Measurement Program to 

statistically measure overall noncompliance with the tax laws 

and to identify the specific types of noncompliance involved. 

,The data from the program is to be used by IRS managers to 

i improve the efficiency and effectiveness of existing activities 

'such as the 

/ --selection of returns for examination, , 
--allocation of resources, 

--education of taxpayers, and 

--development of return forms and instructions. 

However, as with the Audit Information Management System, the 

Taxpayer Compliance Measurement Program does not measure incom- 

( plete reporting as a noncompliance item. 
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Not using either the information system or compliance 

measurement program to accumulate data on incomplete reporting 

negatively affects the management of IRS' foundation examination 

program. IRS management does not know the extent of noncompli- 

ance with public information reporting requirements identified 

. during examinations of foundations nationwide. Consequently, 

IRS managers lack useful information for modifying examination 

iprocedures or objectives to respond to this aspect of noncompli- 

lance. Similarly, information is not available on whether taxpa- 

yer education programs are needed or whether return forms d'r 

instructions should be clarified. 

IRS should be able to use both the compliance measurement 
, 
/program and the management information system to gather useful 

data on incomplete reporting at little additional cost. Since 

the information systems already collect and summarize data from 

examination assignment and closing records, using the systems to 

identify incomplete reporting would only require including addi- 

tional codes to describe incompleteness. According to IRS of- 

ficials, including the codes would be a minor modification. 

IRS_ HAS NOT USED THE AVAILABLE PENALTY - 
TO COMPEL COMPLIANCE WITH THE 

REPORTING REQUIREMENTS 

During the mid-1960's, because efforts to secure foundation 

compl,fance with information reporting requirements were hampered 
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by the absence of an effective sanction, IRS sought congres- 

sional enactment of a penalty for use against both late filers 

and incomplete filers of foundation returns. 

The Congress agreed with the need for this change and 

enacted such a penalty in the Tax Reform Act of 1969. The 

penalty provision encompasses all types of tax-exempt 

organizations and specifically provides 

"In the case of a failure to file a return required 

*** on the date and in the manner prescribed *** 

unless it is shown that such failure is due to 

reasonable cause, there shall be paid***by the ex- 

empt organization***, $10 for each day during which 

/ suc?h failure continues, but the total amount im- 

I posed *** shall not exceed $5,000."~ 

IThe provision also authorizes IRS, in certain circumstances, to 

jassess a similar penalty against the foundation manager. 

IRS has ruled that the penalty provision is, under certain 

kircumstances, applicable to incomplete foundation returns. 

IRS' Chief Counsel determined that foundation returns, filed 

lwithout information required by the code or implementing regula- 

j tions, could be considered as not being filed in the manner pre- 

j scribed. Thus, the Chief Counsel maintained that noncomplying 

/ foundations and their managers could be liable for the penalty 

s-m- 

YInternal Revenue Code section 6652(d). 
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if the omitted inEormation was considered necessary and not fur- 

nished by the due elate of the return. This interpretation was 

published as a revenue ruling in 1977 and a General Counsel 

memorandum in 1978.2/ 

Since enactment, IRS bps considered four different >ro- 

posals for implementing the penalty provision. However, IRS has 

not yet issued procedures for implementing the penalty because 

of concerns about each of the four proposals. For example, 

during August 1982, the Assistant Commissioner for Employee 

Plans and Exempt Organizations determined that the penalty pro- 

vision should not be implemented as proposed because the 

I ---proposal would be too costly, 

--penalty could be disproportionate to the offense, 

--penalty would probably be frequently abated, and 

--magnitude of the incomplete reporting problem 

seemed controllable without the penalty. 

j'The Assistant Commissioner directed the Exempt Organizations 

Division to seek alternative ways to improve .the completeness of 

the returns filed. He suggested that improvements could be ob- 

tained through expanded instructions on the return and the as- 

sertion of penalties, as appropriate, on a case-by-case basis in 

connection with examinations or the handling of requests for 

public information. 

i/Revenue Ruling 77-162, 77-l C.B. 400; and General Counsel 
Memorandum 37785, Incomplete returns program; Correspondence 
Examination Program, EE-61-78 (December 12, 1978). 
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In general, we agree with the Assistant Commissioner. We 

,beli?ve the Exempt Organizations Division could use a combina- 

jtion of various approaches to more effectively improve the com- 

pleteness of returns filed by foundations. Common to these ap- 

proaches is the concept that the penalty should be assessed when 

'appropriate. 
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U_,S_. GENERAL ACCOUNTING OFFICE_ --- 
ALTERNATIVE APPROACHES FOR SECURING II_- - 

MORE COMPLETE INFORMAT_I_ON REPORTING -.-.-m 
BY PRIVATE FOUNDATIONS 

The success IRS has had in securing foundation compliance 

'with the tax administration reporting requirements indicates 

ithat with limited additional effort similar compliance could be 

jobtained for public information reporting requirements. We 

identified four approaches under which IRS' Exempt Organizations 

Division could increase its efforts to secure private foundation 

voluntary compliance with the public information reporting re- 

/quirements without substantially increasing IRS service center - 

/Costs or significantly reducing IRS' potential for the collec- 

ition of delinquent Federal income taxes. We think IRS should 
I 
(P ursue these or similar approaches before considering more 

/costly options. 

One approach for securing more complete foundation report- 

,ing would be to require the service centers to selectively cor- 

j respond for public information reporting items omitted from 
I j filed returns. Selectivity could be based on such characteris- 

tics as foundation size and/or extent of the incompleteness. By 

1 adopting such standards, IRS could control the maximum amount of 

~ correspondence generated during a year. 

A second approach would be to require IRS district office 

personnel to consider public information reporting requirements 
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during the manual review process for selecting returns for 

examination. These reviewers are currently instructed not to 

select a return based solely on information missing from a re- 

turn. Yet, the Internal Revenue Manual clearly states that 

,examiners should notify organizations in an advisory letter that 

jincomplete reporting is a serious violation of tax-exempt 

~ status. Therefore, while examining agents are instructed to 

;take enforcement action to correct incomplete reporting prob- 

lems, the district office personnel who select the returns,,to be 

examined are told not to schedule an examination for only'this 

reason. Opportunities exist for district office personnel to 

selectively initiate correspondence or correspondence examina- I 

tions to secure better compliance with the reporting require- 

ments. These methods are more cost efficient than field exam- 

inations. Again, such actions could be done selectively on the 

basis of such characteristics as foundation size and/or extent 

: of noncompliance. 

The second approach would be more costly than the first but 

/ would provide the additional assurance of having the returns 

/ reviewed by qualified technical specialists. The hourly labor 

costs for office audit average $9.83 per hour versus $6.19 per 

hour for the correspondence work done at the service centers. 

However, the manual review of returns for examination represents 

the first-- and for those returns not selected for examination 

the only-- review of foundation returns by technically trained 

a4 
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exempt organization specialists who can exercise professional 

judgment on the basis of knowledge of exempt organization law in 

determining whether the foundations' reporting practices !neet 

the Internal Revenue Code reporting requirements and IRS regula- 

tions. 

A third approach would be to rely solely on field examiners 

to-find and correct foundation reporting problems. Considering 

,the past experience of examiners overlooking incomplete public 

information reporting, however, IRS would need to take certain 

(actions before this approach could be successful. IRS would 

kneed to clarify instructions to examining agents and examination 

jreviewers, .modify the manual and computer based examination 
I 
/selection system, and establish a monitoring system in order to 

(assure that public information reporting requirements are con- 

j sidered during examinations of private foundations. 

/ A problem with the third approach is that relying solely on 

i field examinations is neither the most expedient nor cost effec- 

; tive means to secure foundation compliance. IRS has resources 

/ to examine about 5 to 10 percent of foundations annually. / 
i Therefore, it could take from 10 to 20 years for the examina- 

tions to address the reporting practices of all foundations. On 

the other hand, service center correspondence takes about 13 

minutes to complete. Furthermore, the average cost per hour of 

IRS field examiners' time ($11.89) is much greater than either 

1 service center correspondence personnel ($6.19) or office exam- 

1 ination personnel ($9.83). Even so, it is difficult to consider 

I 
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cost as a justification for not considering incolnplete reporting 

during an examination. If after completing an examination--most 

of which require about 17 hours to complete--IRS does not notify 

a foundation of reporting omissions, we doubt that the founda- 

tion will change its reporting practices in future years. 

A fourth, and perhaps the best, approach for seeking more 

complete foundation reporting is to implement a combination of 

ifeatures from the preceding three approaches. Through changes 

to the correspondence, examination selection, and examinatcon 

jprocesses, IRS could implement a compliance program which would 

iinclude service center correspondence and district office cor- 

(respondence, in-office or field examinations, and where neces- 
I 
lsary, exempt status warnings. This method would (1) increase 

(the emphasis given to incomplete reporting; (2) avoid placing 

excessive demands on the service center correspondence program 

or other IRS components responsible for the collection of delin- 

quent Federal income taxes: 'and (3) through selectivity of ac- 

tions, minimize budgetary costs or impact on other Exempt Organ- 

izations Division program responsibilities. 

The combined approach would provide IRS with a systematic 

1 series of progressively stronger enforcement actions to secure 

compliance with the foundation reporting requirements. On the 

~ basis of IRS' experience with enforcing the tax administration 
I 
) information reporting requirements, we believe the combined 
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method should help assure that all reasonable steps are taken to 

point out reporting problems to foundations and encourage com- 

pliance. Should these efforts to seek voluntary compliance 

fail, then IRS could assess the available penalty and subse- 

quently, if necessary, revoke an organization's tax-exempt 

status. Of course, before IRS can do this it needs to Implement 

iappropriate procedures for assessing the penalty. 

The four approaches discussed above should not be construed 

:as being all of the options available to IRS. The approach;s 

ido, however , provide a framework under which IRS could systemat- 

/ically address the reporting practices of private foundations 
/ 
iwithout impacting significantly on other IRS efforts or other 

~ Exempt Organizations Division priorities. Once an approach is 

I a 1 dopted, IRS should collect sufficient information for (1) 

/ monitoring and assessing private foundation progress in making 

i complete public information disclosures and (2) determining what 

/ degree of effort it should apply to the problem or whether to 

modify its approach. 

. 
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