
Userid: ________ Leading adjust:  -10% ❏ Draft ❏ Ok to Print
PAGER/SGML Fileid: I990EZ.cvt (16-Jan-2003) (Init. & date)

Page 1 of 45 Instructions for Form 990 and Form 990-EZ 13:54 - 16-JAN-2003

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

Department of the Treasury
Internal Revenue Service2002

Instructions for Form 990
and Form 990-EZ
Return of Organization Exempt From Income Tax and
Short Form Return of Organization Exempt From Income Tax
Under Section 501(c), 527, or 4947(a)(1) of the Internal Revenue Code (except black lung benefit trust or private foundation)

Note: Form 990-EZ is for use by organizations with gross receipts of less than $100,000 and
total assets of less than $250,000 at the end of the year.

Section references are to the Internal Revenue Code unless otherwise noted.

charitable trusts, and section 527 political
Contents Page Contents Page organizations to provide the IRS with the

information required by section 6033.• Changes To Note . . . . . . . . . . . . 1 U Political Organizations . . . . . . . . . 14

• An organization’s completed Form 990, or• Purpose of Form . . . . . . . . . . . . . 1 V Information Regarding Transfers
Form 990-EZ, is available for public inspectionAssociated With Personal Benefit• Phone Help . . . . . . . . . . . . . . . . . 1 as required by section 6104. Schedule BContracts . . . . . . . . . . . . . . . . . . 14
(Form 990, 990-EZ, or 990-PF), Schedule of• Photographs of Missing Children . . 1 Contributors, is open for public inspection forW Requirements for a Properly
section 527 organizations filing Form 990 or• General Instructions . . . . . . . . . . . 1 Completed Form 990 or Form
Form 990-EZ.990-EZ . . . . . . . . . . . . . . . . . . . . 14A Who Must File . . . . . . . . . . . . . . . 2
• Some members of the public rely on Form• Specific Instructions for Form 990B Organizations Not Required To File 2 990, or Form 990-EZ, as the primary or soleand Table of Contents for these
source of information about a particularC Exempt Organization Reference Specific Instructions . . . . . . . . . . . 16
organization. How the public perceives anChart . . . . . . . . . . . . . . . . . . . . . 3 organization in such cases may be determined• Specific Instructions for Form
by the information presented on its return.D Forms and Publications To File or 990-EZ and Table of Contents for
Therefore, please make sure the return isUse . . . . . . . . . . . . . . . . . . . . . . 3 these Specific Instructions . . . . . . 35 complete and accurate and fully describes the
organization’s programs and accomplishments.E Use of Form 990, or Form 990-EZ, • Index . . . . . . . . . . . . . . . . . . . . . 44

To Satisfy State Reporting
• Use the Form 990, and Form 990-EZ, toRequirements . . . . . . . . . . . . . . . 4 Changes To Note send a required election to the IRS, such as

• In 2002, the Treasury Department issued the election to capitalize costs under sectionF Other Forms as Partial Substitutes
Final Regulations interpreting the benefit 266.for Form 990 or Form 990-EZ . . . . 5
limitation provisions of section 4958 of the
Internal Revenue Code. These provisions areG Accounting Periods and Methods 5
important to the exempt organization Phone HelpH When and Where To File . . . . . . . 6 community as a whole and for ensuring

If you have questions and/or need helpcompliance in this area. These new
I Extension of Time To File . . . . . . . 6 completing Form 990, or Form 990-EZ, pleaseRegulations advise organizations on avoiding

call 1-877-829-5500. This toll-free telephonesituations that may give rise to inurement.J Amended Return/Final Return . . . . 6 service is available Monday through Friday• General Instruction K has been revised to
from 8:00 a.m. to 6:30 p.m. Eastern time.explain in greater detail the imposition ofK Penalties . . . . . . . . . . . . . . . . . . . 6

penalties on returns containing incorrect
L Contributions . . . . . . . . . . . . . . . . 6 information.

• Public Law 107-276 changed the filing Photographs of MissingM Public Inspection of Returns, etc. 8
requirements for the following political

Childrenorganizations:N Disclosures Regarding Certain
The Internal Revenue Service is a proud1. A qualified state or local politicalInformation and Services Furnished 10
partner with the National Center for Missingorganization must file Form 990 only if it has

O Disclosures Regarding Certain and Exploited Children. Photographs ofgross receipts during the tax year of $100,000
missing children selected by the Center mayor more. See Political Organizations underTransactions and Relationships . . 10
appear in instructions on pages that wouldGeneral Instruction A for the definition of

P Intermediate Sanction otherwise be blank. You can help bring thesequalified state or local political organization.
children home by looking at the photographsRegulations—Excess Benefit 2. Political organizations described under
and calling 1-800-THE-LOSTTransactions . . . . . . . . . . . . . . . . 11 section 6033(g)(3) are exempt from filing Form
(1-800-843-5678) if you recognize a child.990 or Form 990-EZ. See General Instruction

Q Erroneous Backup Withholding . . . 13 B for more information.

R Group Return . . . . . . . . . . . . . . . 13 General Instructions
S Organizations in Foreign Countries Purpose of Form Note: The General Instructions apply to bothand U.S. Possessions . . . . . . . . . 14 • Form 990 and Form 990-EZ are used by Form 990 and Form 990-EZ. See also the

tax-exempt organizations, nonexemptT Public Interest Law Firms . . . . . . . 14 Specific Instructions for each of these forms.
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3. The organization files the required inquiring about their returns. When responding
A. Who Must File reports with the state. to these inquiries, these organizations should

4. The state makes such reports public give the specific reason for not filing.
Filing tests and the organization makes them open to Failure to file and its effect onpublic inspection in the same manner thatIf the organization does not meet any of the contributionsorganizations must make Form 8872 availableexceptions listed in General Instruction B, and

Organizations that are eligible to receive taxfor public inspection.its annual gross receipts are normally more
deductible contributions are listed inthan $25,000, it must file Form 990 or Form For additional information, including the Publication 78, Cumulative List of990-EZ. See the gross receipts discussion in prohibition of involvement in the organization of Organizations described in Section 170(c) ofGeneral Instruction B. a Federal candidate or office holder, see the Internal Revenue Code of 1986. An

If the organization’s gross receipts during section 527(e)(5). organization may be removed from this listing if
the year are less than $100,000 and its total our records show that it is required to file FormDisregarded Entitiesassets at the end of the year are less than 990, or Form 990-EZ, but it does not file aA disregarded entity, as described in$250,000, it may file Form 990-EZ, instead of return or advise us that it is no longer requiredRegulations sections 301.7701-1 throughForm 990. Even if the organization meets this to file. However, contributions to such an301.7701-3, is treated as a branch or divisiontest, it can still file Form 990. organization may continue to be deductible byof its parent organization for Federal taxOrganizations required to file Schedule A the general public until the IRS publishes apurposes. Therefore, financial and other(Form 990 or 990-EZ), Organization Exempt notice to the contrary in the Internal Revenueinformation applicable to a disregarded entityUnder Section 501(c)(3), that do not meet the Bulletin.must be reported as the parent organization’ssupport tests discussed in the instructions for information.Part IV of that schedule should contact the

B. Organizations Not Required ToService at the following address to re-evaluate Section 4947(a)(1) nonexempt
their determination-of-filing requirements. Filecharitable trusts

Note: Organizations not required to file thisAny nonexempt charitable trust (described in
Internal Revenue Service form with the IRS may wish to use it to satisfysection 4947(a)(1)) not treated as a private
TE/GE Customer Account Services Office state reporting requirements. For details, seefoundation is also required to file Form 990, or
P.O. Box 2508 General Instruction E.Form 990-EZ, along with a completed
Cincinnati, OH 45201 Schedule A (Form 990 or 990-EZ). See the The following types of organizations exempt
Combined Federal Campaign. Smaller discussion in General Instruction D for from tax under section 501(a) (section 527 for

organizations applying to participate in the exceptions to filing Form 1041, U.S. Income political organizations) do not have to file Form
Combined Federal Campaign may submit a Tax Return for Estates and Trusts. 990, or Form 990-EZ, with the IRS. However, if
completed Form 990-EZ (instead of Form 990) the organization chooses to file a Form 990 orIf an organization’s exemptionto the Office of Personnel Management (OPM). Form 990-EZ, it must also attach the schedulesapplication is pendingHowever, these organizations must also and statements described in the instructions for

If the organization’s application for exemptionsubmit to OPM, attached to the Form 990-EZ, these forms.
is pending, check the “application pending” boxpages 1 and 2 of Form 990 with the following 1. A church, an interchurch organization ofin the heading of the return and complete thecompleted: Part I, lines 1a-1d and 13-15; Part local units of a church, a convention orreturn.II, all lines. These organizations should not association of churches, an integrated auxiliary

send this Form 990 attachment to the IRS. If the organization received a Form 990 of a church (such as a men’s or women’s
Package but is not required to file organization, religious school, mission society,Section 501(a), (e), (f), (k), and (n)

or youth group).If the organization received a Form 990organizations
2. Church-affiliated organizations that arePackage with a preaddressed label, we askExcept for those types of organizations listed in

exclusively engaged in managing funds orthat the organization file a return even if it isGeneral Instruction B, an annual return on
maintaining retirement programs and arenot required to do so.Form 990, or Form 990-EZ, is required from
described in Rev. Proc. 96-10, 1996-1 C.B.• Attach the label to the name and addressevery organization exempt from tax under
577.space on the return. See the Specificsection 501(a), including foreign organizations

3. A school below college level affiliatedInstructions for both Form 990, or Formand cooperative service organizations
with a church or operated by a religious order.990-EZ, Item C.described in sections 501(e) and (f); child care

4. A mission society sponsored by, or• Check the box in the heading of the Formorganizations described in section 501(k); and
affiliated with, one or more churches or church990, or Form 990-EZ, to indicate that thecharitable risk pools described in section
denominations, if more than half of theorganization’s gross receipts are normally not501(n).
society’s activities are conducted in, or directedmore than $25,000;Section 501(c)(3), 501(e), (f), (k), and (n) at, persons in foreign countries.• Sign the return; andorganizations must also attach a completed 5. An exclusively religious activity of any• Send it to the Ogden Service Center. SeeSchedule A (Form 990 or 990-EZ) to their religious order.General Instruction H.Form 990 or Form 990-EZ. 6. A state institution whose income is• The organization does not have to complete

For purposes of these instructions, the term excluded from gross income under sectionParts I through X of the Form 990, or Parts I
“section 501(c)(3)” includes organizations 115.through V of the Form 990-EZ.
exempt under sections 501(e), (f), (k), and (n). 7. An organization described in sectionFollowing the above instructions will help us

501(c)(1). Section 501(c)(1) organizations areto update our records, and we will not have toPolitical Organizations
corporations organized under an Act ofcontact the organization later to ask why noIn general, tax-exempt political organizations Congress that are:return was filed.that have gross receipts of $25,000 or more for • Instrumentalities of the United States,If the organization files a return this way, itthe tax year must file Form 990 or Form andwill not be mailed a Form 990 Package in later990-EZ. However, see General Instruction B • Exempt from Federal income taxes.years and does not have to file Form 990, orfor a list of tax-exempt political organizations 8. A private foundation exempt underForm 990-EZ, again until its gross receipts arethat are excepted from filing Form 990 or Form section 501(c)(3) and described in sectionnormally more than $25,000. If the organization990-EZ. A qualified state or local political 509(a). Use Form 990-PF, Return of Privateterminates or undergoes a substantialorganization (defined below) must file Form Foundation.contraction, see the instructions for line 79 of990 (not Form 990-EZ) only if it has gross 9. A black lung benefit trust described inForm 990, or line 36 of Form 990-EZ.receipts of $100,000 or more. section 501(c)(21). Use Form 990-BL,

Exempt organizations that filed Form 990,A qualified state or local political Information and Initial Excise Tax Return for
or Form 990-EZ, but are no longer required toorganization is a political organization that Black Lung Benefit Trusts and Certain Related
file because they meet a specific exemptionmeets all of the following requirements: Persons.
(other than exemption 15 in General Instruction 10. A stock bonus, pension, or profit-sharing1. The organization’s exempt functions are
B) should advise their area office so their filing trust that qualifies under section 401. Usesolely for the purpose of influencing or
status can be updated. Form 5500, Annual Return/Report ofattemping to influence the selection,

Exempt organizations that are not sure of Employee Benefit Plan.nomination, election, or appointment of any
their area office may call the IRS at the Phone 11. A religious or apostolic organizationindividual to any state or local public office or
Help line, 1-877-829-5500. Exempt described in section 501(d). Use Form 1065,office in a state or local political organization.
organizations that stop filing Form 990, or U.S. Partnership Return of Income.2. The organization is subject to state law
Form 990-EZ, without notifying their area officethat requires it to report the information that is
may receive service center correspondencesimilar to that required on Form 8872.

-2- General Instructions for Form 990 and Form 990-EZ
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12. A foreign organization whose annual ii. Between 1 and 3 years old and
D. Forms and Publications To Filegross receipts from sources within the U.S. are averaged $30,000 or less in gross receipts

normally $25,000 or less (Rev. Proc. 94-17, during each of its first 2 tax years; or or Use
1994-1 C.B. 579). See the $25,000 gross iii. Three (3) years old or more and Personal computer. You can access the IRSreceipts test in 15c. See also General averaged $25,000 or less in gross receipts for Web Site 24 hours a day, 7 days a week atInstruction A, if the organization received a the immediately preceding 3 tax years www.irs.gov to:Form 990 Package. (including the year for which the return would • Download forms, instructions, and13. A governmental unit or affiliate of a be filed). publications.governmental unit described in Rev. Proc.

• See answers to frequently asked tax95-48, 1995-2 C.B. 418.
questions.14. A political organization that is: • Order IRS products on-line.C. Exempt Organization Reference• A state or local committee of a political • Search publications on-line by topic orparty; Chart keyword.• A political committee of a state or local Note: To determine how the instructions for • Send us comments or request help via

candidate; Form 990 and Form 990-EZ apply to you, you e-mail.• A caucus or association of state or local • Sign up to receive local and national taxmust know the Code section under which you
officials; news by e-mail.are exempt.• An authorized committee (as defined in You can also reach us using file transfer
section 301(6) of the Federal Election Type of I.R.C. protocol at ftp.irs.gov.
Campaign Act of 1971) of a candidate for Organization Section CD-ROM. Order Pub. 1796, IRS Federal Tax
federal office; Products on CD-ROM, and get:Corporations Organized Under Act of• A national committee (as defined in • Current year forms, instructions, andCongress . . . . . . . . . . . . . . . . . . . 501(c)(1)section 301(14) of the Federal Election publications.

Title Holding Corporations . . . . . . . . . 501(c)(2)Campaign Act of 1971) of a political party; • Prior year forms, instructions, and
• A United States House of publications.Charitable, Religious, Educational,

Representatives or United States Senate • Frequently requested forms that may beScientific, etc., Organizations . . . . . . 501(c)(3)
campaign committee of a political party filled in electronically, printed out for

Civic Leagues and Social Welfarecommittee; submission, and saved for recordkeeping.
Organizations . . . . . . . . . . . . . . . . 501(c)(4)• Required to report under the Federal • The Internal Revenue Bulletin.

Election Campaign Act of 1971 as a political Buy the CD-ROM on the Internet atLabor, Agricultural, and Horticultural
committee (as defined in section 301(4) of www.irs.gov/cdorders from the NationalOrganizations . . . . . . . . . . . . . . . . 501(c)(5)
such Act); or Technical Information Service (NTIS) for $22

Business Leagues, etc. . . . . . . . . . . . 501(c)(6) (no handling fee), or call 1-877-CDFORMS• An organization described under section
(1-877-233-6767) toll free to buy the CD-ROM6033(g)(3)(G). Social and Recreation Clubs . . . . . . . . 501(c)(7)
for $22 (plus a $5 handling fee).15. An organization whose annual gross Fraternal Beneficiary and Domestic 501(c)(8)

receipts are normally $25,000 or less (but see By phone and in person. You can orderFraternal Societies and Associations & (10)
General Instruction A, if the organization forms and publications 24 hours a day, 7 days

Voluntary Employees’ Beneficiaryreceived a Form 990 Package). a week, by calling 1-800-TAX-FORM
Associations . . . . . . . . . . . . . . . . . 501(c)(9) (1-800-829-3676). You can also get mosta. Calculating gross receipts. The

forms and publications at your local IRS office.organization’s gross receipts are the total Teachers’ Retirement Fund Associations 501(c)(11)
amount it received from all sources during its Schedule A (Form 990 or 990-EZ).

Benevolent Life Insurance Associations,annual accounting period, without subtracting Organization Exempt Under Section 501(c)(3)
Mutual Ditch or Irrigation Companies,any costs or expenses. (Except Private Foundation), 501(e), 501(f),
Mutual or Cooperative Telephone 501(k), 501(n), or Section 4947(a)(1)i. Form 990. Gross receipts are the sum Companies, etc. . . . . . . . . . . . . . . 501(c)(12) Nonexempt Charitable Trust. The Schedule Aof lines 1d, 2, 3, 4, 5, 6a, 7, 8a (both columns),

(Form 990 or 990-EZ) is filed with Form 990, orCemetery Companies . . . . . . . . . . . . 501(c)(13)9a, 10a, and 11 of Part I. Gross receipts can
Form 990-EZ, for a section 501(c)(3)also be calculated by adding back the amounts State Chartered Credit Unions, Mutual organization that is not a private foundationon lines 6b, 8b, 9b, and 10b to the total Reserve Funds . . . . . . . . . . . . . . . 501(c)(14) (and including an organization described inrevenue reported on line 12.
section 501(e), 501(f), 501(k), or 501(n)). It isMutual Insurance Companies orii. Form 990-EZ. Gross receipts are the
also filed with Form 990, or Form 990-EZ, for aAssociations . . . . . . . . . . . . . . . . . 501(c)(15)sum of lines 1, 2, 3, 4, 5a, 6a, 7a, and 8 of Part
section 4947(a)(1) nonexempt charitable trustI. Gross receipts can also be calculated by Cooperative Organizations To Finance that is not treated as a private foundation. Anadding back the amounts on lines 5b, 6b, and Crop Operations . . . . . . . . . . . . . . 501(c)(16) organization is not required to file Schedule A7b to the total revenue reported on line 9.
(Form 990 or 990-EZ) if its gross receipts areSupplemental Unemployment Benefit

Example. On line 9 of its Form 990-EZ for normally $25,000 or less. See the grossTrusts . . . . . . . . . . . . . . . . . . . . . 501(c)(17)
the year 2002, Organization M reported receipts discussion in General Instruction B.

Employee Funded Pension Trusts$50,000 as total revenue. M added back the Schedule B (Form 990, 990-EZ, or 990-PF).(created before 6/25/59) . . . . . . . . . 501(c)(18)costs and expenses it had deducted on lines Schedule of Contributors. Schedule B (Form
5b ($2,000); 6b ($1,500); and 7b ($500) to its Organizations of Past or Present 501(c)(19) 990, 990-EZ, or 990-PF) is used by all
total revenue of $50,000 and determined that Members of the Armed Forces . . . . . & (23) organizations required to file Form 990,
its gross receipts for the tax year were 990-EZ, or 990-PF, to provide the contributorBlack Lung Benefit Trusts . . . . . . . . . . 501(c)(21)$54,000. information required for line 1 of those forms.

Withdrawal Liability Payment Funds . . . 501(c)(22)b. Gross receipts when acting as agent. Forms W-2 and W-3. Wage and Tax
If a local chapter of a section 501(c)(8) Statement and Transmittal of Wage and TaxTitle Holding Corporations or Trusts . . . 501(c)(25)
fraternal organization collects insurance Statements.

State-Sponsored Organizationspremiums for its parent lodge and merely Form W-9. Request for Taxpayer IdentificationProviding Health Coverage forsends those premiums to the parent without Number and Certification.High-Risk Individuals . . . . . . . . . . . 501(c)(26)asserting any right to use the funds or
Form 940. Employer’s Annual Federalotherwise deriving any benefit from collecting State-Sponsored Workmen’s Unemployment (FUTA) Tax Return.them, the local chapter should not include the Compensation and Insurance and Form 941. Employer’s Quarterly Federal Taxpremiums in its gross receipts. The parent Reinsurance Organizations . . . . . . . 501(c)(27) Return. Used to report social security,lodge should report them instead. The same

Religious and Apostolic Associations . . 501(d) Medicare, and income taxes withheld by antreatment applies in other situations in which
employer and social security and Medicareone organization collects funds merely as an Cooperative Hospital Service
taxes paid by an employer.agent for another. Organizations . . . . . . . . . . . . . . . . 501(e)

c. $25,000 gross receipts test. An Form 943. Employer’s Annual Tax Return for
Cooperative Service Organizations oforganization’s gross receipts are considered Agricultural Employees.

Operating Educational Organizations 501(f)normally to be $25,000 or less if the Trust Fund Recovery Penalty. If certain
organization is: Child Care Organizations . . . . . . . . . . 501(k) excise, income, social security, and Medicare

i. Up to a year old and has received, or taxes that must be collected or withheld are notCharitable Risk Pools . . . . . . . . . . . . 501(n)donors have pledged to give, $37,500 or less collected or withheld, or these taxes are not
Political Organizations . . . . . . . . . . . . 527during its first tax year; paid to the IRS, a Trust Fund Recovery Penalty

-3-General Instructions for Form 990 and Form 990-EZ
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may apply. The Trust Fund Recovery Penalty discount, distributions from pensions, Publication 526. Charitable Contributions.
may be imposed on all persons (including annuities, retirement or profit-sharing plans, Publication 538. Accounting Periods and
volunteers) who the IRS determines were IRAs, insurance contracts, etc., and proceeds Methods.
responsible for collecting, accounting for, and from real estate transactions. Also, use certain Publication 598. Tax on Unrelated Businesspaying over these taxes, and who acted of these returns to report amounts that were Income of Exempt Organizations.willfully in not doing so. received as a nominee on behalf of another

Publication 910. Guide to Free Tax Services.person.This penalty does not apply to volunteer,
Publication 946. How To Depreciateunpaid members of any board of trustees or Form 1120-POL. U.S. Income Tax Return for
Property.directors of a tax-exempt organization, if these Certain Political Organizations.

members are solely serving in an honorary Publication 1771. Charitable Contributions—Form 1128. Application To Adopt, Change, or
capacity, do not participate in the day-to-day or Substantiation and Disclosure Requirements.Retain a Tax Year.
financial activities of the organization, and do

Form 3115. Application for Change innot have actual knowledge of the failure to
Accounting Method. E. Use of Form 990, or Formcollect, account for, and pay over these taxes.
Form 4506-A. Request for Public InspectionHowever, the preceding sentence does not 990-EZ, To Satisfy State Reporting
or Copy of Exempt or Political Organizationapply if it results in no person being liable for RequirementsIRS Form.the penalty.

Some states and local government units will
Form 4562. Depreciation and Amortization.The penalty is equal to the unpaid trust fund accept a copy of Form 990, or Form 990-EZ,

tax. See the instructions for Pub. 15 (Circular Form 4720. Return of Certain Excise Taxes Schedule A (Form 990 or 990-EZ), and
E), Employer’s Tax Guide, for more details, on Charities and Other Persons Under Schedule B (Form 990, 990-EZ, or 990-PF) in
including the definition of responsible persons. Chapters 41 and 42 of the Internal Revenue place of all or part of their own financial report
Form 990-T. Exempt Organization Business Code. forms. The substitution applies primarily to
Income Tax Return. Filed separately for section 501(c)(3) organizations, but some ofForm 5500. Annual Return/Report of
organizations with gross income of $1,000 or the other types of section 501(c) organizationsEmployee Benefit Plan. Employers who
more from business unrelated to the are also affected.maintain pension, profit-sharing, or other
organization’s exempt purpose. The Form funded deferred compensation plans are If you use Form 990, or Form 990-EZ, to
990-T is also filed to pay the section 6033(e)(2) generally required to file the Form 5500. This satisfy state or local filing requirements, such
proxy tax. For Form 990, see line 85 and its requirement applies whether or not the plan is as those under state charitable solicitation
instructions; for Form 990-EZ, see line 35 and qualified under the Internal Revenue Code and acts, note the following—
its instructions. whether or not a deduction is claimed for the

Determine state filing requirementsForm 990-W. Estimated Tax on Unrelated current tax year.
Business Taxable Income for Tax-Exempt You should consult the appropriate officials ofForm 5768. Election/Revocation of Election by
Organizations. all states and other jurisdictions in which thean Eligible Section 501(c)(3) Organization To

organization does business to determine theirForm 1040. U.S. Individual Income Tax Make Expenditures To Influence Legislation.
specific filing requirements. “Doing business” inReturn. Form 8282. Donee Information Return. a jurisdiction may include any of the following:Form 1041. U.S. Income Tax Return for Required of the donee of “charitable deduction (a) soliciting contributions or grants by mail orEstates and Trusts. Required of section property” who sells, exchanges, or otherwise otherwise from individuals, businesses, or4947(a)(1) nonexempt charitable trusts that disposes of the property within 2 years after other charitable organizations; (b) conductingalso file Form 990 or Form 990-EZ. However, if receiving the property. programs; (c) having employees within thatsuch a trust does not have any taxable income
jurisdiction; (d) maintaining a checkingThe form is also required of any successorunder Subtitle A of the Code, it can file Form
account; or (e) owning or renting propertydonee who disposes of charitable deduction990, or Form 990-EZ, and does not have to file
there.property within 2 years after the date that theForm 1041 to meet its section 6012 filing

donor gave the property to the original donee.requirement. If this condition is met, complete Monetary tests may differIt does not matter who gave the property to theForm 990, or Form 990-EZ, and do not file Some or all of the dollar limitations applicablesuccessor donee. It may have been the originalForm 1041. to Form 990, or Form 990-EZ, when filed withdonee or another successor donee.
A section 4947(a)(1) nonexempt charitable the IRS may not apply when using Form 990,Form 8283. Noncash Charitabletrust that normally has gross receipts of not or Form 990-EZ, in place of state or localContributions.more than $25,000 (see the gross receipts report forms. Examples of the IRS dollar

Form 8300. Report of Cash Payments Overdiscussion in General Instruction B) and has no limitations that do not meet some state
$10,000 Received in a Trade or Business.taxable income under Subtitle A must complete requirements are the $25,000 gross receipts
Used to report cash amounts in excess ofline 92 and the signature block on page 6 of minimum that creates an obligation to file with
$10,000 that were received in a singlethe Form 990. On the Form 990-EZ, complete the IRS (see the gross receipts discussion in
transaction (or in two or more relatedline 43 and the signature block on page 2 of General Instruction B) and the $50,000
transactions) in the course of a trade orthe return. In addition, complete only the minimum for listing professional fees in Part II
business (as defined in section 162).following items in the heading of Form 990 or of Schedule A (Form 990 or 990-EZ).

Form 990-EZ: However, if the organization receives a Additional information may be
charitable cash contribution in excess of requiredItem $10,000, it is not subject to the reporting

State or local filing requirements may requireA Tax year (fiscal year or short period, if requirement since the funds were not received
you to attach to Form 990, or Form 990-EZ,applicable) in the course of a trade or business.
one or more of the following: (a) additionalB Applicable checkboxes Form 8822. Change of Address. Used to financial statements, such as a completeC Name and address notify the IRS of a change in mailing address analysis of functional expenses or a statementD Employer identification number (EIN) that occurs after the return is filed. of changes in net assets; (b) notes to financialJ Section 4947(a)(1) nonexempt charitable trust

Form 8868. Application for Extension of Time statements; (c) additional financial schedules;box.
To File an Exempt Organization Return. (d) a report on the financial statements by an

Form 1096. Annual Summary and Transmittal independent accountant; and (e) answers toForm 8870. Information Return for Transfers
of U.S. Information Returns. additional questions and other information.Associated With Certain Personal Benefit

Each jurisdiction may require the additionalForm 1098 series.  Information returns to Contracts. Used to identify those personal
material to be presented on forms they provide.report student loan interest and tuition and benefit contracts for which funds were
The additional information does not have to berelated expenses received. transferred to the organization, directly or
submitted with the Form 990, or Form 990-EZ,indirectly, as well as the transferors for, andForm 1099 series. Information returns to
filed with the IRS.beneficiaries of, those contracts.report acquisitions or abandonments of

secured property, proceeds from broker and Even if the Form 990, or Form 990-EZ, thatForm 8871. Political Organization Notice of
barter exchange transactions, cancellation of the organization files with the IRS is acceptedSection 527 Status.
debt, dividends and distributions, certain by the IRS as complete, a copy of the sameForm 8872. Political Organization Report of
government and state qualified tuition program return filed with a state will not fully satisfy thatContributions and Expenditures.
payments, taxable distributions from state’s filing requirement if required information

Publication 463. Travel, Entertainment, Gift,cooperatives, interest payments, payments of is not provided, including any of the additional
and Car Expenses.long-term care and accelerated death benefits, information discussed above, or if the state

miscellaneous income payments, distributions Publication 525. Taxable and Nontaxable determines that the form was not completed by
from a medical savings account, original issue Income. following the applicable Form 990, or Form
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990-EZ, instructions or supplemental state 2002 and the date the fiscal year ended in theEmployee benefit plans (section
instructions. If so, the organization may be year 2003.501(c)(9), (17), or (18))
asked to provide the missing information or to Short period. Use the 2002 Form 990, orAn employee benefit plan may be able to
submit an amended return. Form 990-EZ, to report on a short accountingsubstitute Form 5500 for part of Form 990 or

period (less than 12 months) that began inForm 990-EZ. The substitution can be made ifUse of audit guides may be required
2002 and ended November 30, 2003, orthe organization filing Form 990, or FormTo ensure that all organizations report similar earlier.990-EZ, and the plan filing Form 5500, meet alltransactions uniformly, many states require the following tests: Because the Form 990, or Form 990-EZ, forthat contributions, gifts, grants, etc., and

1. The Form 990, or Form 990-EZ, filer is the year 2003 may not be distributed until thefunctional expenses be reported according to
organized under section 501(c)(9), (17), or year 2004, use the prior year form, the 2002the AICPA industry audit guide, Not-For-Profit
(18); Form 990, or Form 990-EZ, to report on a shortOrganizations (New York, NY, AICPA, 2001),

2. The Form 990, or Form 990-EZ, filer accounting period that begins in the year 2003supplemented by Standards of Accounting and
and Form 5500 filer are identical for financial and ends November 30, 2003, or earlier. StrikeFinancial Reporting for Voluntary Health and
reporting purposes and have identical receipts, the 2002 year on the form and show the yearWelfare Organizations (Washington, DC,
disbursements, assets, liabilities, and equity 2003.National Health Council, Inc., 1998, 4th
accounts;edition). If the organization changes its accounting3. The employee benefit plan does not period, it must file a return on Form 990, orDonated services and facilities include more than one section 501(c) Form 990-EZ, for the short period resulting
organization, and the section 501(c)Even though reporting donated services and from the change. Write “Change of Accounting
organization is not a part of more than onefacilities as items of revenue and expense is Period” at the top of this short-period return.
employee benefit plan;called for in certain circumstances by the two

If the organization changed its accounting4. The organization’s accounting year andpublications named above, many states and
period within the 10-calendar-year period thatthe employee plan year are the same. If theythe IRS do not permit the inclusion of those
includes the beginning of the short period, andare not, you may want to change theamounts in Parts I and II of Form 990 or Part I
it had a Form 990, or Form 990-EZ, filingorganization’s accounting year, as explained inof Form 990-EZ. The optional reporting of
requirement at any time during that 10-yearGeneral Instruction G, so it will coincide withdonated services and facilities is discussed in
period, it must also attach a Form 1128 to thethe plan year.the instructions for Part III for both Form 990
short-period return. See Rev. Proc. 85-58,and Form 990-EZ.
1985-2 C.B. 740.Allowable substitution areas

Amended returns Group return. When affiliated organizationsWhether an organization files Form 990, or
If the organization submits supplemental authorize their central organization to file aForm 990-EZ, for a labor organization or for an
information or files an amended Form 990, or group return for them, the accounting period ofemployee benefit plan, the areas of Form 990,
Form 990-EZ, with the IRS, it must also send a the affiliated organizations and the centralor Form 990-EZ, for which other forms can be
copy of the information or amended return to organization must be the same. See Generalsubstituted are the same. These areas are:
any state with which it filed a copy of Form Instruction R.

Form 990990, or Form 990-EZ, originally to meet that
Accounting methodsstate’s filing requirement. • Lines 13 through 15 of Part I (but complete
Unless instructed otherwise, the organizationlines 16 through 21);If a state requires the organization to file an
should generally use the same accounting• Part II; andamended Form 990, or Form 990-EZ, to
method on the return to figure revenue and• Part IV (but complete lines 59, 66, and 74,correct conflicts with Form 990, or Form
expenses as it regularly uses to keep its bookscolumns (A) and (B)).990-EZ, instructions, it must also file an
and records. To be acceptable for Form 990, oramended return with the IRS. Form 990-EZ Form 990-EZ, reporting purposes, however,

• Lines 10 through 16 of Part I (but completeMethod of accounting the method of accounting used must clearly
lines 17 through 21). reflect income.Most states require that all amounts be • Part II (but complete lines 25 through 27,reported based on the accrual method of Generally, the organization must file Formcolumns (A) and (B)).accounting. See also General Instruction G. 3115 to change its accounting method. NoticeIf an organization substitutes Form LM-2 or 96-30, 1996-1 C.B. 378, provides relief fromTime for filing may differ LM-3 for any of the Form 990, or Form 990-EZ, filing Form 3115 to section 501(c)Parts or line items mentioned above, it mustThe deadline for filing Form 990, or Form organizations that change their methods ofattach a reconciliation sheet to show the990-EZ, with the IRS differs from the time for accounting to comply with the provisions ofrelationship between the amounts on the DOLfiling reports with some states. SFAS 116, Accounting for Contributionsforms and the amounts on Form 990 or Form Received and Contributions Made. In SFASPublic inspection 990-EZ. This is particularly true of the 116, the Financial Accounting Standards Boardrelationship of disbursements shown on theThe Form 990, or Form 990-EZ, information revised certain generally accepted accountingDOL forms and the total expenses on line 17,made available for public inspection by the IRS principles relating to contributions received andPart I, of both Form 990 and Form 990-EZ. Themay differ from that made available by the contributions awarded by not-for-profitorganization must make this reconciliationstates. See the discussion for the required organizations.because the cash disbursements section of theschedule of contributors (Schedule B (Form

 A not-for-profit organization that changesDOL forms includes nonexpense items. If the990, 990-EZ, or 990-PF), in General
its method of accounting for Federal incomeorganization substitutes Form LM-2, be sure toInstruction L.
tax purposes to conform to the methodcomplete its separate schedule of expenses.
provided in SFAS 116 should report any

F. Other Forms as Partial adjustment required by section 481(a) on line
G. Accounting Periods and 20 of Form 990, or Form 990-EZ, as a netSubstitutes for Form 990 or Form

asset adjustment made during the year theMethods990-EZ change is made. The adjustment should beNote: For further information, see Pub. 538.Except as provided below, the Internal identified as the effect of changing to the
Revenue Service will not accept any form as a Accounting periods method provided in SFAS 116. The beginning
substitute for one or more parts of Form 990 or of year statement of financial position (balanceCalendar year. Use the 2002 Form 990, orForm 990-EZ. sheet) should not be restated to reflect anyForm 990-EZ, to report on the 2002 calendar

prior period adjustments.year accounting period. A calendar yearLabor organizations (section 501(c)(5))
State reporting. If the organization preparesaccounting period begins on January 1 andA labor organization that files Form LM-2,
Form 990, or Form 990-EZ, for state reportingends on December 31.Labor Organization Annual Report, or the
purposes, it may file an identical return with theshorter Form LM-3, Labor Organization Annual Fiscal year. If the organization has
IRS even though the return does not agreeReport, with the U.S. Department of Labor established a fiscal year accounting period,
with the books of account, unless the way one(DOL) can attach a copy of the completed DOL use the 2002 Form 990, or Form 990-EZ, to
or more items are reported on the state returnform to Form 990, or Form 990-EZ, to provide report on the organization’s fiscal year that
conflicts with the instructions for preparingsome of the information required by Form 990 began in 2002 and ended 12 months later. A
Form 990, or Form 990-EZ, for filing with theor Form 990-EZ. This substitution is not fiscal year accounting period should normally
IRS.permitted if the organization files a DOL report coincide with the natural operating cycle of the

that consolidates its financial statements with organization. Be certain to indicate in the Example 1. The organization maintains its
those of one or more separate subsidiary heading of Form 990, or Form 990-EZ, the books on the cash receipts and disbursements
organizations. date the organization’s fiscal year began in method of accounting but prepares a state
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return based on the accrual method. It could all the information called for by the form and not apply (sections 6652(c)(1)(C) and (D)). Any
use that return for reporting to the IRS. instructions, not just the new or corrected person who willfully fails to comply with the

information. Check the “Amended return” box public inspection requirements for annualExample 2. A state reporting requirement
in the heading of the return. returns or exemption applications will berequires the organization to report certain

subject to an additional penalty of $5,000revenue, expense, or balance sheet items The organization may file an amended (section 6685).differently from the way it normally accounts for return at any time to change or add to the
them on its books. A Form 990, or Form information reported on a previously filed return There are also penalties—fines and990-EZ, prepared for that state is acceptable for the same period. It must make the imprisonment—for willfully not filing returnsfor the IRS reporting purposes if the state amended return available for public inspection and for filing fraudulent returns and statementsreporting requirement does not conflict with the for 3 years from the date of filing or 3 years with the IRS (sections 7203, 7206, and 7207).Form 990, or Form 990-EZ, instructions. from the date the original return was due, States may impose additional penalties forwhichever is later.An organization should keep a failure to meet their separate filing
reconciliation of any differences between its requirements. See also the discussion of theThe organization must also send a copy of
books of account and the Form 990, or Form Trust Fund Recovery Penalty, Generalthe information or amended return to any state
990-EZ, that is filed. Instruction D.with which it filed a copy of Form 990, or Form

990-EZ, originally to meet that state’s filingMost states that accept Form 990, or Form
requirement.990-EZ, in place of their own forms require that

all amounts be reported based on the accrual L. ContributionsUse Form 4506-A to obtain a copy of a
method of accounting. For further information, previously filed return. You can obtain blank
see General Instruction E. Schedule B (Form 990, 990-EZ, orforms for prior years by calling

990-PF), Schedule of Contributors1-800-TAX-FORM (1-800-829-3676).
Schedule B (Form 990, 990-EZ, or 990-PF) isIf the return is a final return, see the specificH. When and Where To File
a required attachment for the Form 990,instructions for Form 990 for line 79, Part VI.File Form 990, or Form 990-EZ, by the 15th 990-EZ, or 990-PF, and is used to report onFor Form 990-EZ, see the specific instructionsday of the 5th month after the organization’s tax-deductible and non-tax-deductiblefor line 36, Part V.accounting period ends. If the regular due date contributions. See the instructions for Schedule

falls on a Saturday, Sunday, or legal holiday, B for the public inspection rules applicable to
file on the next business day. A business day is that form. See also the Specific Instructions forK. Penaltiesany day that is not a Saturday, Sunday, or both Form 990 and Form 990-EZ, under
legal holiday. Completing the Heading . . .where theAgainst the organization

instructions are keyed to items in the headingIf the organization is liquidated, dissolved, Under section 6652(c)(1)(A), a penalty of $20 a of Form 990 or Form 990-EZ.or terminated, file the return by the 15th day of day, not to exceed the smaller of $10,000 or
the 5th month after the liquidation, dissolution, 5% of the gross receipts of the organization for
or termination. Solicitations of nondeductiblethe year, may be charged when a return is filed

contributionslate, unless the organization can show that theIf the return is not filed by the due date
late filing was due to reasonable cause.(including any extension granted), attach a Any fundraising solicitation by or on behalf of
Organizations with annual gross receiptsstatement giving the reasons for not filing on any section 501(c) or 527 organization that is
exceeding $1 million are subject to a penalty oftime. not eligible to receive contributions deductible
$100 for each day the failure continues (with a as charitable contributions for Federal incomeSend the return to the Internal Revenue maximum penalty with respect to any one tax purposes must include an explicitService Center, Ogden, UT 84201-0027. return of $50,000). The penalty begins on the statement that contributions or gifts to it are not

Private delivery services. You can use due date for filing the Form 990 or Form deductible as charitable contributions. The
certain private delivery services designated by 990-EZ. statement must be in an easily recognizable
the IRS to meet the “timely mailing as timely format whether the solicitation is made inThe penalty may also be charged if thefiling/paying” rule for tax returns and payments. written or printed form, by television or radio, ororganization files an incomplete return. ToThe most recent list of designated private by telephone. This provision applies only toavoid having to supply missing informationdelivery services was published by the IRS in those organizations whose annual grosslater, be sure to complete all applicable lineSeptember 2002. The list includes only the receipts are normally more than $100,000items; answer “Yes,” “No,” or “N/A” (notfollowing: (section 6113 and Notice 88-120, 1988-2 C.B.applicable) to each question on the return;• Airborne Express (Airborne): Overnight Air 454).make an entry (including a zero whenExpress Service, Next Afternoon Service,

appropriate) on all total lines; and enter “None”Second Day Service. Failure to disclose that contributions are notor “N/A” if an entire part does not apply.• DHL Worldwide Express (DHL): DHL “Same deductible could result in a penalty of $1,000
Day” Service, DHL USA Overnight. Also, this penalty may be imposed if the for each day on which a failure occurs. The
• Federal Express (FedEx): FedEx Priority organization’s return contains incorrect maximum penalty for failures by any
Overnight, FedEx Standard Overnight, FedEx information. For example, an organization that organization, during any calendar year, shall
2Day, FedEx International Priority, FedEx reports contributions net of related fundraising not exceed $10,000. In cases where the failure
International First. expenses may be subject to this penalty. to make the disclosure is due to intentional
• United Parcel Service (UPS): UPS Next Day disregard of the law, more severe penaltiesUse of a paid preparer does not relieve theAir, UPS Next Day Air Saver, UPS 2nd Day apply. No penalty will be imposed if the failureorganization of its responsibility to file aAir, UPS 2nd Day Air A.M., UPS Worldwide is due to reasonable cause (section 6710).complete and accurate return.Express Plus, and UPS Worldwide Express.

The private delivery service can tell you Against responsible person(s) Keeping fundraising records for
how to get written proof of the mailing date. tax-deductible contributionsIf the organization does not file a complete

return or does not furnish correct information, Section 501(c) organizations that are eligible to
the IRS will send the organization a letter that receive tax-deductible contributions underI. Extension of Time To File
includes a fixed time to fulfill these section 170(c) of the Code must keep sampleUse Form 8868 to request an automatic requirements. After that period expires, the copies of their fundraising materials, such as:3-month extension of time to file. Use Form person failing to comply will be charged a • Dues statements,8868 also to apply for an additional (not penalty of $10 a day. The maximum penalty on • Fundraising solicitations,automatic) 3-month extension if the original 3 all persons for failures with respect to any one • Tickets,months was not enough time. To obtain this return shall not exceed $5,000 (sectionadditional extension of time to file, you must • Receipts, or6652(c)(1)(B)(ii)).show reasonable cause for the additional time • Other evidence of payments received in

requested. See the instructions for Form 8868. Any person who does not comply with the connection with fundraising activities.
public inspection requirements, as discussed in
General Instruction M, will be assessed a IF . . . THEN . . .J. Amended Return/Final Return penalty of $20 for each day that inspection was

To change the organization’s return for any not permitted, up to a maximum of $10,000 for Organizations advertise They must keep
year, file a new return including any required each return. The penalties for failure to comply their fundraising events, samples of the
attachments. Use the revision of Form 990, or with the public inspection requirements for advertising copy.
Form 990-EZ, applicable to the year being applications is the same as those for annual
amended. The amended return must provide returns, except that the $10,000 limitation does
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preferred membership benefits package forDonor’s contributionOrganizations use radio They must keep $300. E’s written acknowledgment satisfies theor television to make samples of: Less: Organization’s money, and goods substantiation requirement if it describes thetheir solicitations, (a) Scripts, or services given in return poster, gives a good faith estimate of its fair(b) Transcripts, or market value ($20), and disregards theEquals: Donor’s deductible charitable(c) Other evidence of remaining membership benefits.contribution.on-air solicitations. 2. If F received only the basic membership
package for its $300 payment, E’s

Organizations use They must keep acknowledgment need state only that no goodsException: No disclosure statement required
outside fundraisers, samples of the or services were provided.if the organization gave:

fundraising materials 3. G Theater Group performs four plays.1. Goods or services of insubstantial valueused by the outside Each play is performed twice. Nonmembers2. Certain membership benefits, orfundraisers. can purchase a ticket for $15. For a $603. An intangible religious benefit.
membership fee, however, members are

See Regulations sections 1.170A-1,For each fundraising event, organizations offered free admission to any of the
1.170A-13, and 1.6115-1.must keep records to show that portion of any performances. H makes a payment of $350

payment received from patrons that is not and accepts this membership benefit. BecauseCertain goods or services disregarded for
deductible; that is, the retail value of the goods of the limited number of performances, thesubstantiation and disclosure purposes.
or services received by the patrons. See membership privilege cannot be exercisedGoods or services with insubstantial
“Disclosure statement for quid pro quo frequently. Therefore, G’s acknowledgmentvalue. Generally, under section 170, the
contributions” below. must describe the free admission benefit anddeductible amount of a contribution is

estimate its value in good faith.determined by taking into account the fairNoncash contributions
market value, not the cost to the charity, of anySee the instructions for Schedule B (Form 990, Certain goods or services provided tobenefits received in return. However, the cost990-EZ, or 990-PF). donor’s employees or partners. Certainto the charity may be used in determining

goods or services provided to employees orIf the organization received a partially whether the benefits are insubstantial. See
partners of donors may be disregarded forcompleted Form 8283 from a donor, complete below.
substantiation and disclosure purposes.it and return it so the donor can get a charitable Cost basis. If a taxpayer makes a Describe such goods or services. A good faithcontribution deduction. Keep a copy for your payment of $39.50 or more to a charity and estimate is not needed.records. See also the reference to Form 8282 receives only token items in return, the items

in General Instruction D. Example. Museum J offers a basichave insubstantial value if they:
membership benefits package for $40. It• Bear the charity’s name or logo, andSubstantiation and disclosure includes free admission and a 10% gift shop• Have an aggregate cost to the charity ofrequirements for charitable discount. Corporation K makes a $50,000$7.90 or less (“low-cost article” amount ofcontributions payment to J and in return, J offers K’ssection 513(h)(2)).
employees free admission, a tee shirt with J’sAcknowledgment to substantiate charitable Fair market value basis. If a taxpayer
logo that costs J $4.50, and a 25% gift shopcontributions. An organization (donee) makes a payment to a charitable organization
discount. Because the free admission isshould be aware that a donor of a charitable in a fundraising campaign and receives
offered in both benefit packages and the valuecontribution of $250 or more cannot take an benefits with a fair market value of not more
of the tee shirts is insubstantial, K’s writtenincome tax deduction unless the donor obtains than 2% of the amount of the payment, or $79,
acknowledgment need not value the freethe organization’s acknowledgment to whichever is less, the benefits received have
admission benefit or the tee shirts. However,substantiate the charitable contribution. insubstantial value in determining the
because the 25% gift shop discount to K’staxpayer’s contribution.The organization’s acknowledgment must: employees differs from the 10% discount

The dollar amounts given above are1. Be written offered in the basic membership benefits
applicable to tax year 2002. They are adjusted2. Be contemporaneous package, K’s written acknowledgment must
annually for inflation.3. State the amount of any cash it received describe the 25% discount, but need not

4. State: When a donee organization provides a estimate its value.
donor only with goods or services havinga. Whether the organization gave the Definitions.
insubstantial value under Rev. Proc. 2001-59,donor any intangible religious benefits (no

Substantiation. It is the responsibility of2001-52 I.R.B. 623 (2001-2 C.B. 623) (and anyvaluation needed)
the donor:successor documents), the contemporaneousb. Whether or not the organization gave • To value a donation, andwritten acknowledgment may indicate that nothe donor any goods or services in return for • To obtain an organization’s writtengoods or services were provided in exchangethe donor’s contribution (a quid pro quo
acknowledgment substantiating the donation.for the donor’s payment.contribution)

There is no prescribed format for the5. Describe goods or services the Certain membership benefits. Other
organization’s written acknowledgment of aorganization: goods or services that are disregarded for
donation. Letters, postcards, orsubstantiation and disclosure purposes area. Received (no valuation needed) computer-generated forms may be acceptable.annual membership benefits offered to ab. Gave (good faith estimate needed). The acknowledgment must, however, providetaxpayer in exchange for a payment of $75 or
sufficient information to substantiate theless per year that consist of:Exception. An organization need not make a amount of the deductible contribution.good faith estimate of a quid pro quo 1. Any rights or privileges that the taxpayer

The organization may either provide:contribution if the goods or services given to a can exercise frequently during the membership • Separate statements for each contribution ofdonor are: period such as:
$250 or more, or• Insubstantial in value a. Free or discounted admission to the • Furnish periodic statements substantiating• Certain membership benefits for $75 or less organization’s facilities or events, contributions of $250 or more.per year b. Free or discounted parking, Separate contributions of less than $250• Certain goods or services given to the 2. Admission to events that are: are not subject to the requirements of sectiondonor’s employees or partners.

a. Open only to members, and are, per 170(f)(8), regardless of whether the sum of theDisclosure statement for quid pro quo person, contributions made by a taxpayer to a doneecontributions. If the organization receives a b. Within the “low-cost article” limitation. organization during a tax year equals $250 orquid pro quo contribution of more than $75, an more.organization must provide a disclosure Examples.
Contemporaneous. A writtenstatement to the donor. The organization’s 1. E offers a basic membership benefits

acknowledgment is contemporaneous if thedisclosure statement must: package for $75. The package gives members
donor obtains it on or before the earlier of:1. Be written the right to buy tickets in advance, free parking, • The date the donor files the original return2. Estimate in good faith the organization’s and a gift shop discount of 10%. E’s $150
for the tax year in which the contribution wasgoods or services given in return for donor’s preferred membership benefits package also
made; orcontribution includes a $20 poster. Both the basic and • The due date (including extensions) for filing3. Describe, but need not value, certain preferred membership packages are for a
the donor’s original return for that year.goods or services given donor’s employees or 12-month period and include about 50

partners productions. E offers F, a patron of the arts, the Substantiation of payroll contributions.
4. Inform donor that a deductible charitable preferred membership benefits in return for a An organization may substantiate a payroll

contribution deduction is limited as follows: payment of $150 or more. F accepts the contribution by:
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• A pay stub, Form W-2, or other document consideration for a taxpayer’s payment if, at organization. Section 527 political
showing a contribution to a donee organization; the time the taxpayer makes the payment to organizations required to file Form 990, or
and the donee organization, the taxpayer receives, Form 990-EZ, must, in general, make their
• A pledge card or other document from the or expects to receive, goods or services in Form 8871, 8872, 990, or 990-EZ available for
donee organization stating that organization exchange for that payment. public inspection in the same manner as
provides no goods or services for any payroll annual information returns of section 501(c)Goods or services a donee organization
contributions. organizations and 4947(a)(1) nonexemptprovides in consideration for a payment by a

The amount withheld from each payment of charitable trusts are made available. See thetaxpayer include goods or services provided in
wages to a taxpayer is treated as a separate public inspection rules for “tax-exempta year other than the year in which the donor
contribution. organizations” below. Generally, Form 8871makes the payment to the donee organization.

and Form 8872 are available for inspection andSubstantiation of payments to a college Intangible religious benefits. Intangible printing from the Internet. The Web siteor university for the right to purchase religious benefits must be provided by address for both of these forms is http://tickets to athletic events. The right to organizations organized exclusively for eforms.irs.gov.purchase tickets for an athletic event is valued religious purposes.
at 20% of the payment. Note that a section 527 political

Example. When a taxpayer pays $312.50 Examples include: organization (and an organization filing Form
for the right to purchase tickets for an athletic • Admission to a religious ceremony, and 990-PF) must disclose their Schedule B (Form
event, the right is valued at $62.50. The • De minimis tangible benefits, such as wine, 990, 990-EZ, or 990-PF), Schedule of
remaining $250 is a charitable contribution that provided in connection with a religious Contributors. See the instructions for Schedule
the taxpayer must substantiate. ceremony. B.

Substantiation of matched payments.  If
The penalties discussed in Generala taxpayer’s payment to a donee organization Distributing organization as donee.  An Instruction K also apply to section 527 politicalis matched by another payor, and the taxpayer organization described in section 170(c), or an organizations (Rev. Rul. 2000-49, 2000-44receives goods or services in consideration for organization described as a Principal I.R.B. 430).its payment and some or all of the matching Combined Fund Organization for purposes of

payment, those goods or services will be the Combined Federal Campaign, that receives Public inspection and distribution of
treated as provided in consideration for the a payment made as a contribution is treated as applications for tax exemption and annual
taxpayer’s payment and not in consideration a donee organization even if the organization information returns of tax-exempt
for the matching payment. distributes the amount received to one or more organizations. Under Regulations sections

organizations described in section 170(c).Disclosure statement.  An organization 301.6104(d)-1 through 301.6104(d)-3, a
must provide a written disclosure statement to tax-exempt organization must:Penalties.  A charity that knowingly
donors who make a payment, described as a provides a false substantiation • Make its application for recognition of
“quid pro quo contribution,” in excess of $75 acknowledgment to a donor may be subject to exemption and its annual information returns
(section 6115). This requirement is separate the penalties under section 6701 for aiding and available for public inspection without charge at
from the written substantiation abetting an understatement of tax liability. its principal, regional and district offices during
acknowledgment a donor needs for regular business hours.Charities that fail to provide the requireddeductibility purposes. While, in certain • Make each annual information returndisclosure statement for a quid pro quocircumstances, an organization may be able to available for a period of 3 years beginning oncontribution of more than $75 will incur ameet both requirements with the same written the date the return is required to be filedpenalty of $10 per contribution, not to exceeddocument, an organization must be careful to (determined with regard to any extension of$5,000 per fundraising event or mailing. Thesatisfy the section 6115 written disclosure time for filing) or is actually filed, whichever ischarity may avoid the penalty if it can show thatstatement requirement in a timely manner later.the failure was due to reasonable causebecause of the penalties involved. • Provide a copy without charge, other than a(section 6714).

Quid pro quo contribution.  A ‘‘quid pro reasonable fee for reproduction and actual
quo contribution’’ is a payment that is given postage costs, of all or any part of any
both as a contribution and as a payment for M. Public Inspection of Returns, application or return required to be made
goods or services provided by the donee available for public inspection to any individualetc.
organization. who makes a request for such copy in person

or in writing (except as provided in RegulationsExample. A donor gives a charity $100 in Through the IRS
sections 301.6104(d)-2 and -3).consideration for a concert ticket valued at $40 Use Form 4506-A to request:

(a quid pro quo contribution). In this example, • A copy of an exempt or political Definitions.$60 would be deductible. Because the donor’s
organization’s return, report, notice, orpayment exceeds $75, the organization must Tax-exempt organization is anyexemption application;furnish a disclosure statement even though the organization that is described in section 501(c)• An inspection of a return, report, notice, ortaxpayer’s deductible amount does not exceed or (d) and is exempt from taxation underexemption application at an IRS office.$75. Separate payments of $75 or less made section 501(a). The term tax-exempt The IRS can provide copies of exemptat different times of the year for separate organization also includes any sectionorganization returns on a compact diskfundraising events will not be aggregated for 4947(a)(1) nonexempt charitable trust or(CD-ROM). Requesters can order the completepurposes of the $75 threshold. nonexempt private foundation that is subject toset (all Forms 990 and 990-EZ or all Forms

Good faith estimate.  An organization the reporting requirements of section 6033.990-PF filed for a year) or a partial set by state
may use any reasonable method in making a or by month. For more information on the cost Application for tax exemption includesgood faith estimate of the value of goods or and how to order CD-ROMs, call the toll-free (except as described later):services provided by an organization in Phone-Help number (1-877-829-5500) or write • Any prescribed application form (such asconsideration for a taxpayer’s payment to that to the IRS in Cincinnati, OH at the address in Form 1023 or Form 1024),organization. A good faith estimate of the value General Instruction A. • All documents and statements the IRSof goods or services that are not generally

The IRS may not disclose portions of an requires an applicant to file with the form,available in a commercial transaction may be
exemption application relating to any tradedetermined by reference to the fair market • Any statement or other supporting document
secrets, etc. See the instructions for Schedulevalue of similar or comparable goods or submitted in support of the application, and
B (Form 990, 990-EZ, or 990-PF) that discussservices. Goods or services may be similar or • Any letter or other document issued by the
the disclosure of that schedule.comparable even though they do not have the IRS concerning the application.

unique qualities of the goods or services that You can only request Forms 990 or 990-EZ “Application for tax exemption” does not
are being valued. for section 527 organizations for tax years include:

beginning after June 30, 2000.Goods or services.  Goods or services • Any application for tax exemption filed
mean: before July 15, 1987, unless the organizationYou may inspect a return, report, notice, or
• Cash, filing the application had a copy of theexemption application at an IRS office free of
• Property, application on July 15, 1987;charge. You may also obtain a copy of these
• Services, • In the case of a tax-exempt organizationitems through the organization as discussed in
• Benefits, and other than a private foundation, the name andthe following section.
• Privileges. address of any contributor to the organization;

Through the organization or
• Any material that is not available for publicIn consideration for.  A donee Public inspection and distribution of
inspection under section 6104.organization provides goods or services in returns and reports for a political
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Annual information return includes: during those periods when office hours are Requires payment in Is required to provide• An exact copy of the Form 990, or Form limited, or not available, as though it were an advance, the copies within 30990-EZ filed by a tax-exempt organization as organization without a permanent office. days from the date itrequired by section 6033. receives payment.• Any amended return the organization files
Special rules relating to copies.with the IRS after the date the original return is

Receives a request or Is deemed to havefiled.
payment by mail, received it 7 days afterTime and place for providing copies inThe copy must include all information

the date of theresponse to requests made in-person. Afurnished to the IRS on Form 990, or Form
postmark, absenttax-exempt organization must:990-EZ, as well as all schedules, attachments
evidence to the contrary.• Provide copies of required documents underand supporting documents, except for the

section 6104(d) in response to a request madename and address of any contributor to the
in person at its principal, regional and district Receives a request Is deemed to haveorganization. See the instructions for Schedule
offices during regular business hours. transmitted by electronic received it the day theB (Form 990, 990-EZ, or 990-PF).
• Provide such copies to a requester on the mail or facsimile, request is transmittedAnnual returns more than 3 years old. day the request is made, except for unusual successfully.An annual information return does not include circumstances (see below).any return after the expiration of 3 years from

Receives a written Must notify thethe date the return is required to be filed Unusual circumstances.  In the case of request without payment requester of the(including any extension of time that has been an in-person request, where unusual or with an insufficient prepayment policy andgranted for filing such return) or is actually circumstances exist so that fulfilling the request payment, when payment the amount due within 7filed, whichever is later. on the same business day causes an in advance is required, days from the date ofIf an organization files an amended return, unreasonable burden to the tax-exempt the request’s receipt.however, the amended return must be made organization, the organization must provide the
available for a period of 3 years beginning on copies no later than the next business day

Receives consent from May provide a copy ofthe date it is filed with the IRS. following the day that the unusual
an individual making a the requested documentcircumstances cease to exist, or the 5thLocal or subordinate organizations. For request, exclusively by electronicbusiness day after the date of the request,rules relating to annual information returns of mail (the material iswhichever occurs first.local or subordinate organizations, see provided on the date the

Regulations section 301.6104(d)-1(f)(2). organizationUnusual circumstances include:
Regional or district offices. A regional or successfully transmits• Requests received that exceed the

district office is any office of a tax-exempt the electronic mail).organization’s daily capacity to make copies;
organization, other than its principal office, that • Requests received shortly before the end of
has paid employees, whether part-time or regular business hours that require an Request for a copy of parts of afull-time, whose aggregate number of paid extensive amount of copying; or document. A tax-exempt organization musthours a week are normally at least 120. • Requests received on a day when the fulfill a request for a copy of the organization’s

A site is not considered a regional or district organization’s managerial staff capable of entire application for tax exemption or annual
office, however, if— fulfilling the request is conducting special information return or any specific part or

duties, such as student registration orThe only services provided at the site schedule of its application or return. A request
attending an off-site meeting or convention,further exempt purposes (such as day care, for a copy of less than the entire application or
rather than its regular administrative duties.health care or scientific or medical research); less than the entire return must specifically

and identify the requested part or schedule.
Agents for providing copies.  For rules

The site does not serve as an office for Fees for copies. A tax-exemptrelating to use of agents to provide copies, see
management staff, other than managers who organization may charge a reasonable fee forRegulations sections 301.6104(d)-1(d)(1) and
are involved solely in managing the exempt providing copies.(2).
function activities at the site. Before the organization provides the

Request for copies in writing. A documents, it may require that the individual
Special rules relating to public inspection. tax-exempt organization must honor a written requesting copies of the documents pay the

request for a copy of documents (or thePermissible conditions on public fee. If the organization has provided an
requested part) required under section 6104(d)inspection.  A tax-exempt organization— individual making a request with notice of the
if the request: fee, and the individual does not pay the fee

•  May have an employee present in the room within 30 days, or if the individual pays the fee1. Is addressed to, and delivered by mail,
during an inspection. by check and the check does not clear uponelectronic mail, facsimile, or a private delivery
•  Must allow the individual conducting the deposit, the organization may disregard theservice, as defined in section 7502(f), to a
inspection to take notes freely during the request.principal, regional, or district office of the
inspection. organization; and Form of payment—(A) Request made in•  Must allow the individual to photocopy the 2. Sets forth the address to which the copy person. If a tax-exempt organization charges a
document at no charge, if the individual of the documents should be sent. fee for copying, it must accept payment by
provides photocopying equipment at the place cash and money order for requests made in
of inspection. person. The organization may accept otherTime and manner of fulfilling written

Organizations that do not maintain forms of payment, such as credit cards andrequests.
permanent offices.  A tax-exempt personal checks.
organization with no permanent office— IF the tax-exempt THEN the organization (B) Request made in writing. If a

organization tax-exempt organization charges a fee for•  Must make its application for tax exemption
copying and postage, it must accept paymentand its annual information returns available for Receives a written Must mail the copy of by certified check, money order, and eitherinspection at a reasonable location of its request for a copy, the requested personal check or credit card for requestschoice. documents (or the made in writing. The organization may accept•  Must permit public inspection within a requested parts) within other forms of payment.reasonable amount of time after receiving a 30 days from the date it Avoidance of unexpected fees. Where arequest for inspection (normally not more than receives the request.
tax-exempt organization does not require2 weeks) and at a reasonable time of day.
prepayment and a requester does not enclose•  May mail, within 2 weeks of receiving the

Mails the copy of the Is deemed to have payment with a request, an organization mustrequest, a copy of its application for tax
requested document, provided the copy on the receive consent from a requester beforeexemption and annual information returns to

postmark date or private providing copies for which the fee charged forthe requester instead of allowing an inspection.
delivery mark (if sent by copying and postage exceeds $20.•  May charge the requester for copying and
certified or registeredactual postage costs only if the requester Documents to be provided by regionalmail, the date ofconsents to the charge. and district offices.  Except as otherwiseregistration or the date

However, an organization that has a provided, a regional or district office of aof the postmark on the
permanent office, but has no office hours, or tax-exempt organization must satisfy the samesender’s receipt).
very limited hours during certain times of the rules as the principal office with respect to
year, must make its documents available allowing public inspection and providing copies
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of its application for tax exemption and annual organization. The central or parent notice to the individual immediately. If the
information returns. organization must fulfill such requests in the request is made in writing, the notice must be

time and manner specified in the paragraphs, provided within 7 days of receiving the request.A regional or district office is not required,
Special rules relating to public inspection Tax-exempt organization subject tohowever, to make its annual information return
and Special rules relating to copies above. harassment campaign. If the Director EOavailable for inspection or to provide copies

Failure to comply. If an organization fails Examination (or designee) determines that theuntil 30 days after the date the return is
to comply with the requirements specified in organization is being harassed, a tax-exemptrequired to be filed (including any extension of
this paragraph, the penalty provisions of organization is not required to comply with anytime that is granted for filing such return) or is
sections 6652(c)(1)(C), 6652(c)(1)(D), and request for copies that it reasonably believes isactually filed, whichever is later.
6685 apply. part of a harassment campaign.Documents to be provided by local and
Making applications and returns widelysubordinate organizations. Whether a group of requests constitutes a
available. A tax-exempt organization is notApplications for tax exemption. Except as harassment campaign depends on the relevant
required to comply with a request for a copy ofotherwise provided, a tax-exempt organization facts and circumstances such as:
its application for tax exemption or an annualthat did not file its own application for tax A sudden increase in requests; an
information return if the organization has madeexemption (because it is a local or subordinate extraordinary number of requests by form
the requested document widely available (seeorganization covered by a group exemption letters or similarly worded correspondence;
below).letter) must, upon request, make available for hostile requests; evidence showing bad faith or

public inspection, or provide copies of, the An organization that makes its application deterrence of the organization’s exempt
application submitted to the IRS by the central for tax exemption and/or annual information purpose; prior provision of the requested
or parent organization to obtain the group return widely available must nevertheless documents to the purported harassing group;
exemption letter and those documents which make the document available for public and a demonstration that the organization
were submitted by the central or parent inspection as required under Regulations routinely provides copies of its documents
organization to include the local or subordinate section 301.6104(d)-1(a). upon request.
organization in the group exemption letter.

A tax-exempt organization makes its A tax-exempt organization may disregard
However, if the central or parent application for tax exemption and/or an annual any request for copies of all or part of any

organization submits to the IRS a list or information return widely available if the document beyond the first two received within
directory of local or subordinate organizations organization complies with the Internet posting any 30-day-period or the first four received
covered by the group exemption letter, the requirements and the notice requirements within any 1-year-period from the same
local or subordinate organization is required to given below. individual or the same address, regardless of
provide only the application for the group whether the Director EO Examination (orInternet posting. A tax-exemptexemption ruling and the pages of the list or designee) has determined that the organizationorganization can make its application for taxdirectory that specifically refer to it. The local or is subject to a harassment campaign.exemption and/or an annual information returnsubordinate organization must permit public widely available by posting the document on a A tax-exempt organization may apply for ainspection, or comply with a request for copies World Wide Web page that the tax-exempt determination that it is the subject of amade in person, within a reasonable amount of organization establishes and maintains or by harassment campaign and that compliancetime (normally not more than 2 weeks) after having the document posted, as part of a with requests that are part of the campaignreceiving a request made in person for public database of similar documents of other would not be in the public interest byinspection or copies and at a reasonable time tax-exempt organizations, on a World Wide submitting a signed application to the Directorof day. See Regulations section Web page established and maintained by EO Examination (or designee) for the area301.6104(d)-1(f) for further information. another entity. The document will be where the organization’s principal office is

Annual information returns. A local or considered widely available only if— located.
subordinate organization that does not file its (A) The World Wide Web page through In addition, the organization may suspendown annual information return (because it is which it is available clearly informs readers that compliance with any request it reasonablyaffiliated with a central or parent organization the document is available and provides believes to be part of the harassmentthat files a group return) must, upon request, instructions for downloading it; campaign until it receives a response to itsmake available for public inspection, or provide

application for a harassment campaign(B) The document is posted in a formatcopies of, the group returns filed by the central
determination. However, if the Director EOthat, when accessed, downloaded, viewed andor parent organization.
Examination (or designee) determines that theprinted in hard copy, exactly reproduces theHowever, if the group return includes organization did not have a reasonable basisimage of the application for tax exemption orseparate schedules with respect to each local for requesting a determination that it wasannual information return as it was originallyor subordinate organization included in the subject to a harassment campaign orfiled with the IRS, except for any informationgroup return, the local or subordinate reasonable belief that a request was part of thepermitted by statute to be withheld from publicorganization receiving the request may omit campaign, the officer, director, trustee,disclosure; andany schedules relating only to other employee, or other responsible individual of the(C) Any individual with access to theorganizations included in the group return. organization remains liable for any penalties forInternet can access, download, view and print

The local or subordinate organization must not providing the copies in a timely fashion.the document without special computer
permit public inspection, or comply with a See Regulations section 301.6104(d)-3. hardware or software required for that format
request for copies made in person, within a (other than software that is readily available to
reasonable amount of time (normally not more members of the public without payment of any N. Disclosures Regarding Certainthan 2 weeks) after receiving a request made fee) and without payment of a fee to the
in person for public inspection or copies and at Information and Servicestax-exempt organization or to another entity
a reasonable time of day. Furnishedmaintaining the World Wide Web page.

In a case where the requester seeks A section 501(c) organization that offers to sellReliability and accuracy. In order for the
inspection, the local or subordinate or solicits money for specific information or adocument to be widely available through an
organization may mail a copy of the applicable routine service for any individual that could beInternet posting, the entity maintaining the
documents to the requester within the same obtained by such individual from a FederalWorld Wide Web page must have procedures
time period instead of allowing an inspection. government agency free or for a nominalfor ensuring the reliability and accuracy of the
In such a case, the organization may charge charge must disclose that fact conspicuouslydocument that it posts on the page and must
the requester for copying and actual postage when making such offer or solicitation. Anytake reasonable precautions to prevent
costs only if the requester consents to the organization that intentionally disregards thisalteration, destruction or accidental loss of the
charge. requirement will be subject to a penalty fordocument when posted on its page. In the

each day on which the offers or solicitationsIf the local or subordinate organization event that a posted document is altered,
are made. The penalty imposed for a particularreceives a written request for a copy of its destroyed or lost, the entity must correct or
day is the greater of $1,000 or 50% of the totalannual information return, it must fulfill the replace the document.
cost of the offers and solicitations made on thatrequest by providing a copy of the group return Notice requirement. If a tax-exempt
day that lacked the required disclosure (sectionin the time and manner specified in the organization has made its application for tax
6711).paragraph above, Request for copies in exemption and/or an annual information return

writing. widely available, it must notify any individual O. Disclosures Regarding CertainThe requester has the option of requesting requesting a copy where the documents are
Transactions and Relationshipsfrom the central or parent organization, at its available (including the address on the World

principal office, inspection or copies of group Wide Web, if applicable). If the request is made In their annual returns on Schedule A (Form
returns filed by the central or parent in person, the organization must provide such 990 or 990-EZ), section 501(c)(3)
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organizations must disclose information transaction. Persons who hold certain powers, What about persons who staff affiliated
regarding their direct or indirect transfers to, responsibilities, or interests are among those organizations? In the case of multiple
and other direct or indirect relationships with, who are in a position to exercise substantial affiliated organizations, the determination of
other section 501(c) organizations (except influence over the affairs of the organization. whether a person has substantial influence is
other section 501(c)(3) organizations) or This would include, for example, voting made separately for each applicable
section 527 political organizations (section members of the governing body, and persons tax-exempt organization. A person may be a
6033(b)(9)). This provision helps prevent the holding the power of: disqualified person with respect to transactions
diversion or expenditure of a section 501(c)(3) with more than one organization.• Presidents, chief executive officers, or chief
organization’s funds for purposes not intended operating officers. Excess Benefit Transactionby section 501(c)(3). All section 501(c)(3) • Treasurers and chief financial officers.

An excess benefit transaction is a transactionorganizations must maintain records regarding A disqualified person also includes certain
in which an economic benefit is provided by anall such transfers, transactions, and family members of a disqualified person, and
applicable tax-exempt organization, directly orrelationships. See also General Instruction K 35% controlled entities of a disqualified person.
indirectly, to or for the use of any disqualifiedregarding penalties.

Who is not a disqualified person? The rules person, and the value of the economic benefit
also clarify which persons are not considered provided by the organization exceeds the value
to be in a position to exercise substantialP. Intermediate Sanction of the consideration (including the performance
influence over the affairs of an organization. of services) received for providing such benefit.Regulations—Excess Benefit
They include: To determine whether an excess benefitTransactions • An employee who receives benefits that total transaction has occurred, all consideration andFinal Regulations that interpret the benefit less than the ‘‘highly compensated’’ amount benefits exchanged between a disqualifiedlimitation provisions of section 4958 were ($90,000 in 2002) and who does not hold the person and the applicable tax-exemptissued in January of 2002. These rules are executive or voting powers just mentioned; is organization, and all entities it controls, areimportant to the exempt organization not a family member of a disqualified person; taken into account. For purposes ofcommunity as a whole, and for ensuring and is not a substantial contributor; determining the value of economic benefits, thecompliance in this area. The new rules provide • Tax-exempt organizations described in value of property, including the right to usea roadmap by which an organization may steer section 501(c)(3); and property, is the fair market value. Fair marketclear of situations that may give rise to • Section 501(c)(4) organizations with respect value is the price at which property, or the rightinurement. to transactions engaged in with other section to use property, would change hands between
501(c)(4) organizations.Under section 4958, any disqualified a willing buyer and a willing seller, neither

person who benefits from an excess benefit being under any compulsion to buy, sell orWho else may be considered a disqualifiedtransaction with an applicable tax-exempt transfer property or the right to use property,person? Other persons not described aboveorganization is liable for a 25% tax on the and both having reasonable knowledge ofcan also be considered disqualified persons,excess benefit. The disqualified person is also relevant facts.depending on all the relevant facts andliable for a 200% tax on the excess benefit if An excess benefit can occur in ancircumstances.the excess benefit is not corrected by a certain exchange of compensation and otherdate. Also, organization managers who Facts and circumstances tending to compensatory benefits in return for theparticipate in an excess benefit transaction show substantial influence: services of a disqualified person, or in anknowingly, willfully, and without reasonable • The person founded the organization. exchange of property between a disqualifiedcause are liable for a 10% tax on the excess • The person is a substantial contributor to the person and the exempt organization.benefit, not to exceed $10,000 for all organization under the section 507(d)(2)(A)
When does an excess benefit transactionparticipating managers on each transaction. definition, only taking into account contributions
usually occur? An excess benefit transactionto the organization for the past 5 years.Applicable Tax-Exempt Organization occurs on the date the disqualified person• The person’s compensation is primarily
receives the economic benefit from theThese rules only apply to certain ‘‘applicable’’ based on revenues derived from activities of
organization for Federal income tax purposes.section 501(c)(3) and 501(c)(4) organizations. the organization that the person controls.
However, when a single contractualAn applicable tax-exempt organization is a • The person has or shares authority to control arrangement provides for a series ofsection 501(c)(3) or a section 501(c)(4) or determine a substantial portion of the compensation payments or other payments toorganization that is tax-exempt under section organization’s capital expenditures, operating a disqualified person during the disqualified501(a), or was such an organization at any budget, or compensation for employees. person’s tax year, any excess benefittime during a 5-year period ending on the day • The person manages a discrete segment or transaction with respect to these paymentsof the excess benefit transaction. activity of the organization that represents a occurs on the last day of the taxpayer’s taxAn applicable tax-exempt organization does substantial portion of the activities, assets, year.not include: income, or expenses of the organization, as

In the case of the transfer of property• A private foundation as defined in section compared to the organization as a whole.
subject to a substantial risk of forfeiture, or in509(a). • The person owns a controlling interest
the case of rights to future compensation or• A governmental entity that is exempt from (measured by either vote or value) in a
property, the transaction occurs on the date the(or not subject to) taxation without regard to corporation, partnership, or trust that is a
property, or the rights to future compensationsection 501(a) or relieved from filing an annual disqualified person.
or property, is not subject to a substantial riskreturn under Regulations section • The person is a nonstock organization
of forfeiture. Where the disqualified person1.6033-2(g)(6). controlled directly or indirectly by one or more
elects to include an amount in gross income in• Certain foreign organizations. disqualified persons.
the tax year of transfer under section 83(b), theAn organization is not treated as a section

Facts and circumstances tending to excess benefit transaction occurs on the date501(c)(3) or 501(c)(4) organization for any
show no substantial influence: the disqualified person receives the economicperiod covered by a final determination that the
• The person is an independent contractor benefit for Federal income tax purposes.organization was not tax-exempt under section
whose sole relationship to the organization is501(a), but only if the determination was not Section 4958 applies only to
providing professional advice (without havingbased on private inurement or one or more post-September 1995 transactions. Section
decision-making authority) with respect toexcess benefit transactions. 4958 applies to excess benefit transactions
transactions from which the independent occurring on or after September 14, 1995.Disqualified Person contractor will not economically benefit. Section 4958 does not apply to any transaction• The person has taken a vow of poverty.The vast majority of section 501(c)(3) or occurring pursuant to a written contract that• Any preferential treatment the person501(c)(4) organization employees and was binding on September 13, 1995, and at all
receives based on the size of the person’scontractors will not be affected by these rules. times thereafter before the transaction occurs.
donation is also offered to others makingOnly the few influential persons within these

What is reasonable compensation?comparable widely solicited donations.organizations are covered by these rules when
Reasonable compensation is the valuation• The direct supervisor of the person is not athey receive benefits, such as compensation,
standard that is used to determine if there is andisqualified person.fringe benefits, or contract payments. The IRS
excess benefit in the exchange of a disqualified• The person does not participate in anycalls this class of covered individuals
person’s services for compensation.management decisions affecting the‘‘disqualified persons.’’ A disqualified person,

organization as a whole or a discrete segmentregarding any transaction, is any person who Reasonable compensation is the value that
of the organization that represents awas in a position to exercise substantial would ordinarily be paid for like services by like
substantial portion of the activities, assets,influence over the affairs of the applicable enterprises under like circumstances. This is
income, or expenses of the organization, astax-exempt organization at any time during a the section 162 standard that will apply in
compared to the organization as a whole.5-year period ending on the date of the determining the reasonableness of
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compensation. The fact that a bonus or • Benefits to members or donors: An includes data on compensation paid by three
revenue-sharing arrangement is subject to a economic benefit provided to a member of an comparable organizations in the same or
cap is a relevant factor in determining the organization due to the payment of a similar communities for similar services.
reasonableness of compensation. membership fee, or to a donor as a result of a 3. The authorized body adequately

deductible contribution, if a significant number documents the basis for its determinationFor determining the reasonableness of
of nondisqualified persons make similar concurrently with making that determination.compensation, all items of compensation
payments or contributions and are offered a The documentation should include:provided by an applicable tax-exempt
similar economic benefit. a. The terms of the approved transactionorganization in exchange for the performance • Benefits to a charitable beneficiary: An and the date approved;of services are taken into account in
economic benefit provided to a person solely b. The members of the authorized bodydetermining the value of compensation (except
as a member of a charitable class that the who were present during debate on thefor certain economic benefits that are
applicable tax-exempt organization intends to transaction that was approved and those whodisregarded, as discussed in What benefits
benefit as part of the accomplishment of its voted on it;are disregarded? below). Items of
exempt purpose. c. The comparability data obtained andcompensation include: • Benefits to a governmental unit: A transfer relied upon by the authorized body and how• All forms of cash and noncash
of an economic benefit to or for the use of a the data was obtained;compensation, including salary, fees, bonuses,
governmental unit, as defined in section d. Any actions by a member of theseverance payments, and deferred and
170(c)(1), if exclusively for public purposes. authorized body having a conflict of interest;noncash compensation;

andIs there an exception for initial contracts?• The payment of liability insurance premiums
e. Documentation of the basis for theSection 4958 does not apply to any ‘‘fixedfor, or the payment or reimbursement by the

determination before the later of the nextpayment’’ made to a person pursuant to anorganization of taxes or certain expenses
meeting of the authorized body or 60 days afterinitial contract. This is a very importantunder section 4958, unless excludable from
the final actions of the authorized body areexception, since it would potentially apply, forincome as a de minimis fringe benefit under
taken, and approval of records as reasonable,example, to all initial contracts with new,section 132(a)(4). (A similar rule applies in the
accurate and complete within a reasonablepreviously unrelated officers and contractors.private foundation area.) Inclusion in
time thereafter.compensation for purposes of determining An ‘‘initial contract’’ is a binding written

reasonableness under section 4958 does not contract between an applicable tax-exempt Special rebuttable presumption rule forcontrol inclusion in income for income tax organization and a person who was not a nonfixed payments. As a general rule, in thepurposes. disqualified person immediately prior to case of a nonfixed payment, no rebuttable• All other compensatory benefits, whether or entering into the contract. presumption arises until the exact amount ofnot included in gross income for income tax
A ‘‘fixed payment’’ is an amount of cash or the payment is determined, or a fixed formulapurposes.

other property specified in the contract, or for calculating the payment is specified, and• Taxable and nontaxable fringe benefits,
determined by a fixed formula that is specified the three requirements creating theexcept fringe benefits described in section 132.
in the contract, which is to be paid or presumption have been satisfied. However, if• Foregone interest on loans.
transferred in exchange for the provision of the authorized body approves an employment

Written intent required to treat benefits specified services or property. contract with a disqualified person that includes
as compensation. An economic benefit is not a nonfixed payment (e.g., discretionary bonus)A ‘‘fixed formula’’ may, in general,treated as consideration for the performance of with a specified cap on the amount, theincorporate an amount that depends uponservices unless the organization providing the authorized body may establish a rebuttablefuture specified events or contingencies, asbenefit clearly indicates its intent to treat the presumption as to the nonfixed payment whenlong as no one has discretion when calculatingbenefit as compensation when the benefit is the employment contract is entered into by, inthe amount of a payment or deciding whetherpaid. effect, assuming that the maximum amountto make a payment (such as a bonus).

payable under the contract will be paid, andAn applicable tax-exempt organization (or
Treatment as new contract. A binding satisfying the requirements giving rise to theentity that it controls) is treated as clearly

written contract providing that it may be rebuttable presumption for that maximumindicating its intent to provide an economic
terminated or cancelled by the applicable amount.benefit as compensation for services only if the
tax-exempt organization without the otherorganization provides written substantiation An IRS challenge to the presumption ofparty’s consent (except as a result ofthat is contemporaneous with the transfer of reasonableness. The Internal Revenuesubstantial non-performance) and withoutthe economic benefits under consideration. Service may refute the presumption ofsubstantial penalty, is treated as a newWays to provide contemporaneous written reasonableness only if it develops sufficientcontract, as of the earliest date that anysubstantiation of its intent to provide an contrary evidence to rebut the probative valuetermination or cancellation would be effective.economic benefit as compensation include: of the comparability data relied upon by theAlso, a contract in which there is a ‘‘material• The organization produces a signed written authorized body. This provision giveschange,’’ which includes an extension oremployment contract; taxpayers added protection if they faithfully findrenewal of the contract (except for an• The organization reports the benefit as and use contemporaneous persuasiveextension or renewal resulting from thecompensation on an original Form W-2, Form comparability data when they provide theexercise of an option by the disqualified1099 or Form 990, or on an amended form benefits.person), or a more than incidental change tofiled prior to the start of an IRS examination; or
the amount payable under the contract, is Organizations that do not establish a• The disqualified person reports the benefit
treated as a new contract as of the effective presumption of reasonableness. Anas income on the person’s original Form 1040
date of the material change. Treatment as a organization may still comply with section 4958or on an amended form filed prior to the start of
new contract may cause the contract to fall even if it did not establish a presumption ofan IRS examination.
outside the initial contract exception, and it reasonableness. In some cases, an

Exception. To the extent the economic thus would be tested under the fair market organization may find it impossible or
benefit is excluded from the disqualified value standards of section 4958. impracticable to fully implement each step of
person’s gross income for income tax the rebuttable presumption process describedRebuttable Presumption ofpurposes, the applicable tax-exempt above. In such cases, the organization should

Reasonablenessorganization is not required to indicate its intent try to implement as many steps as possible, in
to provide an economic benefit as Payments under a compensation arrangement whole or in part, in order to substantiate the
compensation for services. (For example: are presumed to be reasonable and the reasonableness of benefits as timely and as
employer provided health benefits, and transfer of property (or right to use property) is well as possible. If an organization does not
contributions to qualified plans under section presumed to be at fair market value, if the satisfy the requirements of the rebuttable
401(a).) following three conditions are met. presumption of reasonableness, a facts and

circumstances approach will be followed, usingWhat benefits are disregarded? The 1. The transaction is approved by an
established rules for determiningfollowing economic benefits are disregarded for authorized body of the organization (or an
reasonableness of compensation and benefitpurposes of section 4958: entity it controls) which is composed of
deductions in a manner similar to the• Nontaxable fringe benefits: An economic individuals who do not have a conflict of
established procedures for section 162benefit that is excluded from income under interest concerning the transaction.
business expenses.section 132. 2. Prior to making its determination, the

• Benefits to volunteer: An economic benefit authorized body obtained and relied upon Section 4958 Taxesprovided to a volunteer for the organization if appropriate data as to comparability. There is a
the benefit is provided to the general public in special safe harbor for small organizations. If Tax on disqualified persons. An excise tax
exchange for a membership fee or contribution the organization has gross receipts of less than equal to 25% of the excess benefit is imposed
of $75 or less per year. $1 million, appropriate comparability data on each excess benefit transaction between an
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applicable tax-exempt organization and a benefit to the extent possible, and by taking or individual. The legislative history indicates
disqualified person. The disqualified person any additional measures necessary to place that in most instances, the imposition of this
who benefited from the transaction is liable for the organization in a financial position not intermediate sanction will be in lieu of
the tax. If the 25% tax is imposed and the worse than that in which it would be if the revocation. IRS has indicated that the following
excess benefit transaction is not corrected disqualified person were dealing under the four factors will be considered in determining
within the taxable period, an additional excise highest fiduciary standards. The organization is whether to revoke an applicable tax-exempt
tax equal to 200% of the excess benefit is not required to rescind the underlying organization’s exemption status where an
imposed. agreement; however, the parties may need to excess benefit transaction has occurred:

modify an ongoing contract with respect to • Whether the organization has been involvedIf a disqualified person makes a payment of
future payments. in repeated excess benefit transactions;less than the full correction amount, the 200%

• The size and scope of the excess benefittax is imposed only on the unpaid portion of the A disqualified person corrects an excess
transaction;correction amount. If more than one benefit by making a payment in cash or cash • Whether, after concluding that it has beendisqualified person received an excess benefit equivalents equal to the correction amount to
party to an excess benefit transaction, thefrom an excess benefit transaction, all such the applicable tax-exempt organization. The
organization has implemented safeguards todisqualified persons are jointly and severally correction amount equals the excess benefit
prevent future recurrences; andliable for the taxes. plus the interest on the excess benefit; the • Whether there was compliance with otherinterest rate may be no lower than theTo avoid the imposition of the 200% tax, a applicable laws.applicable Federal rate. There is an anti-abusedisqualified person must correct the excess

rule to prevent the disqualified person frombenefit transaction during the taxable period.
effectively transferring property other than cashThe taxable period begins on the date the Q. Erroneous Backup Withholding
or cash equivalents.transaction occurs and ends on the earlier of Recipients of dividend or interest paymentsthe date the statutory notice of deficiency is Property.  With the agreement of the generally must certify their correct taxpayerissued or the section 4958 taxes are assessed. applicable tax-exempt organization, a identification number to the bank or other payerThis 200% tax may be abated if the excess disqualified person may make a payment by on Form W-9. If the payer does not get thisbenefit transaction subsequently is corrected returning the specific property previously information, it must withhold part of theduring a 90-day correction period. transferred in the excess benefit transaction. payments as “backup withholding.” If the

Tax on organization managers. An excise The return of the property is considered a organization was subject to erroneous backup
tax equal to 10% of the excess benefit may be payment of cash (or cash equivalent) equal to withholding because the payer did not realize it
imposed on the participation of an organization the lesser of: was an exempt organization and not subject to
manager in an excess benefit transaction • The fair market value of the property on the this withholding, it can claim credit on Form
between an applicable tax-exempt organization date the property is returned to the 990-T for the amount withheld. See the
and a disqualified person. This tax, which may organization, or Instructions for Form 990-T. Claims for refund
not exceed $10,000 with respect to any single • The fair market value of the property on the must be filed within 3 years after the date the
transaction, is only imposed if the 25% tax is date the excess benefit transaction occurred. original return was due; 3 years after the date
imposed on the disqualified person, the the organization filed it; or 2 years after theInsufficient payment.  If the payment
organization manager knowingly participated in date the tax was paid, whichever is later.resulting from the return of the property is less
the transaction, and the manager’s than the correction amount, the disqualified
participation was willful and not due to person must make an additional cash payment R. Group Returnreasonable cause. There is also joint and to the organization equal to the difference.
several liability for this tax. A person may be If a parent organization wants to file a groupExcess payment.  If the payment resultingliable for both the tax paid by the disqualified return for two or more of its subsidiaries, itfrom the return of the property exceeds theperson and this organization manager tax in must use Form 990. The parent organizationcorrection amount described above, theappropriate circumstances. cannot use a Form 990-EZ for the grouporganization may make a cash payment to the

return.An organization manager is any officer, disqualified person equal to the difference.
director, or trustee of an applicable tax-exempt A central, parent, or “like” organization can
organization, or any individual having powers Churches and Section 4958 file a group return on Form 990 for two or more
or responsibilities similar to officers, directors,  The regulations make it clear that the IRS will local organizations that are:
or trustees of the organization, regardless of apply the procedures of section 7611 when 1. Affiliated with the central organization attitle. An organization manager is not initiating and conducting any inquiry or the time its annual accounting period ends,considered to have participated in an excess examination into whether an excess benefit 2. Subject to the central organization’sbenefit transaction where the manager has transaction has occurred between a church general supervision or control,opposed the transaction in a manner and a disqualified person. 3. Exempt from tax under a groupconsistent with the fulfillment of the manager’s

exemption letter that is still in effect, andRevenue Sharing Transactionsresponsibilities to the organization. For
4. Have the same accounting period as theexample, a director who votes against giving Proposed intermediate sanction regulations central organization.an excess benefit would ordinarily not be were issued in 1998. The proposed regulations

subject to this tax. If the parent organization is required to filehad special provisions covering ‘‘any
a return for itself, it must file a separate returntransaction in which the amount of anyA person participates in a transaction
and may not be included in the group return.economic benefit provided to or for the use of aknowingly if the person has actual knowledge
See General Instruction B for a list ofdisqualified person is determined in whole or inof sufficient facts so that, based solely upon
organizations not required to file.part by the revenues of one or more activitiessuch facts, the transaction would be an excess

of the organization. . .’’ —so-calledbenefit transaction. Knowing does not mean Every year, each local organization must
‘‘revenue-sharing transactions.’’ Rather thanhaving reason to know. The organization authorize the central organization in writing to
setting forth additional rules onmanager ordinarily will not be considered include it in the group return and must declare,
revenue-sharing transactions, the finalknowing if, after full disclosure of the factual under penalty of perjury, that the authorization
regulations reserve this section. Consequently,situation to an appropriate professional, the and the information it submits to be included in
until the Service issues new regulations for thisorganization manager relied on the the group return are true and complete.
reserved section on revenue-sharingprofessional’s reasoned written opinion on If the central organization prepares a grouptransactions, these transactions will bematters within the professional’s expertise or if return for its affiliated organizations, check theevaluated under the general rules (i.e., the fairthe manager relied on the fact that the “Yes” box in item H(a), in the heading of Formmarket value standards) that apply to allrequirements for the rebuttable presumption of 990, and indicate the number of organizationscontractual arrangements between applicablereasonableness have been satisfied. for which the group return is filed in item H(b).tax-exempt organizations and their disqualifiedParticipation by an organization manager is

For item H(c), check “Yes,” to indicate thatpersons.willful if it is voluntary, conscious and
the group return includes all affiliatedintentional. An organization manager’s Revocation of Exemption and Section organizations covered by the group ruling. Ifparticipation is due to reasonable cause if the 4958 you answer “No” to H(c), attach a list showingmanager has exercised responsibility on behalf

Section 4958 does not affect the substantive the name, address, and employer identificationof the organization with ordinary business care
standards for tax exemption under section number (EIN) of each affiliated organizationand prudence.
501(c)(3) or section 501(c)(4), including the included in the group return. If either box in

Correcting an Excess Benefit requirements that the organization be H(a) or H(d) is checked “Yes,” enter the
Transaction organized and operated exclusively for exempt four-digit group exemption number (GEN). Do
 A disqualified person corrects an excess purposes, and that no part of its net earnings not confuse the four-digit GEN number to be
benefit transaction by undoing the excess inure to the benefit of any private shareholder reported for item I with the nine-digit EIN
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number reported in item D of the form’s Transfers Associated With Personal Benefit corporation or association. For a trust, the
heading. Contracts, whether or not they: authorized trustee(s) must sign.

The central organization should send the 1. Received any funds, directly or Generally, anyone who is paid to
annual information required to maintain a indirectly, to pay premiums on a “personal prepare the return must sign it in the
group exemption letter to the: benefit contract.” Paid Preparer’s Use Only area.

TIP

2. Paid any premiums, directly or indirectly,
The paid preparer must:on a personal benefit contract.Internal Revenue Service • Sign the return, by hand, in the spaceOgden Service Center Note: Filers of Form 990-EZ must make this provided for the preparer’s signature (signatureOgden, UT 84201-0027. declaration in a statement attached to their stamps and labels are not acceptable).

An affiliated organization covered by a form. • Enter the preparer’s social security number
group ruling may file a separate return instead (SSN), preparer tax identification numberIf premiums were paid on a personal benefitof being included in the group return. In such (PTIN), or employer identification numbercontract, the organization must report thesecase, check the “Yes” box in item H(d), in the (EIN), only if the Form 990, or Form 990-EZ, ispayments on Form 8870 and pay an exciseheading of Form 990, and enter the GEN for a section 4947(a)(1) nonexempt charitabletax, equal to premiums paid, with Form 4720.number in item I. trust that is not filing Form 1041.Section 170(f)(10)(F)(iii) requires aParts IV-A and IV-B of Form 990 do not • Complete the required preparer information.charitable organization to report annually itshave to be completed on group returns. • Give a copy of the return to the organization.premium payments on a personal benefit Leave the paid preparer’s space blank if thecontract with respect to a transferor and to return was prepared by a regular employee ofidentify the beneficiaries of those contracts. AS. Organizations in Foreign the filing organization.transferor of funds to a charitable organizationCountries and U.S. Possessions Recordkeeping. The organization’s recordsreceives no charitable contribution deduction if
Refer to General Instruction B for the filing should be kept for as long as they may bethe organization, directly or indirectly pays, or
exemption for foreign organizations with needed for the administration of any provisionhas previously paid, any premium on a
$25,000 or less in gross receipts from U.S. of the Internal Revenue Code. Usually, recordspersonal benefit contract with respect to the
sources. that support an item of income, deduction, ortransferor, or there is an understanding or

credit must be kept for 3 years from the dateReport amounts in U.S. dollars and state expectation that any person will directly or
the return is due or filed, whichever is later.what conversion rate you use. Combine indirectly pay any premium on a personal
Keep records that verify the organization’samounts from within and outside the United benefit contract with respect to the transferor
basis in property for as long as they areStates and report the total for each item. All (section 170(f)(10)(A)).
needed to figure the basis of the original orinformation must be written in English. A “personal benefit contract,” generally, is replacement property.

any life insurance, annuity, or endowment
The organization should also keep copiescontract that benefits, directly or indirectly, theT. Public Interest Law Firms of any returns it has filed. They help intransferor, a member of the transferor’s family,A public interest law firm exempt under section preparing future returns and in makingor any other person designated by the501(c)(3) or 501(c)(4) must attach a statement computations when filing an amended return.transferor (other than an organizationthat lists the cases in litigation, or that have Rounding off to whole dollars. You maydescribed in section 170(c)). A charitablebeen litigated during the year. For each case, show money items as whole-dollar amounts.organization is an organization described indescribe the matter in dispute and explain how Drop any amount less than 50 cents andsection 170(c).the litigation will benefit the public generally. increase any amount from 50 through 99 centsSection 170(f)(10)(F)(i) imposes on aAlso attach a report of all fees sought and to the next higher dollar.charitable organization an excise tax equal torecovered in each case. See Rev. Proc. 92-59,

Completing all lines. Unless the organizationthe premiums paid by the organization on any1992-2 C.B. 411.
is permitted to use certain DOL forms or Formpersonal benefit contract, if the payment of
5500 as partial substitutes for Form 990, orpremiums is in connection with a transfer for
Form 990-EZ (see General Instruction F), doU. Political Organizations which a deduction is not allowed under section
not leave any applicable lines blank or attach170(f)(10)(A). For purposes of this excise tax,A political organization subject to section 527 is
any other forms or schedules instead ofsection 170(f)(10)(F)(ii) provides that premiuma party, committee, association, fund, or other
entering the required information on thepayments made by any other person, pursuantorganization (whether or not incorporated)
appropriate line on Form 990 or Form 990-EZ.to an understanding or expectation describedorganized and operated primarily for the
Assembling Form 990 or Form 990-EZ.in section 170(f)(10)(A), are treated as madepurpose of directly or indirectly accepting
Before filing the Form 990, or Form 990-EZ,by the charitable organization.contributions or making expenditures, or both,
assemble the package of forms andfor an exempt function. For more information on the reporting
attachments in the following order:requirements of section 170(f)(10), see NoticeThe exempt function of a political • Form 990 or Form 990-EZ.2000-24, 2000-17 I.R.B. 952 (2000-1 C.B. 952)organization is influencing or attempting to • Schedule A (Form 990 or 990-EZ). Theand Announcement 2000-82, 2000-42 I.R.B.influence the selection, nomination, election or
requirement to attach Schedule A (Form 990 or385 (2000-2 C.B. 385).appointment of an individual to a federal, state,
990-EZ) applies to all section 501(c)(3)or local public office or office in a political
organizations and all section 4947(a)(1)organization. A political organization must be W. Requirements for a Properly nonexempt charitable trusts that file Form 990organized for the primary purpose of carrying
or Form 990-EZ.Completed Form 990 or Formon exempt function activities. • Schedule B (Form 990, 990-EZ, or 990-PF).990-EZA political organization does not need to be • Attachments to Form 990 or Form 990-EZ.formally chartered or established as a Public inspection. In general, all information • Attachments to Schedule A (Form 990 orcorporation, trust, or association. A separate the organization reports on or with its Form 990-EZ).bank account in which political campaign funds 990, or Form 990-EZ, including attachments, • Attachments to Schedule B (Form 990,are deposited and disbursed only for political will be available for public inspection. Note, 990-EZ, or 990-PF).campaign expenses can qualify as a political however, the public inspection rules for the Attachments.  Use the schedules on theorganization. Schedule B (Form 990, 990-EZ, or 990-PF), a official form unless you need more space. If

Public Law 107-276, enacted on November required attachment for organizations that file you use attachments, they must:
2, 2002, revised certain reporting and Form 990 or Form 990-EZ. Make sure the 1. Show the form number and tax year;disclosure rules for political organizations. See forms and attachments are clear enough to 2. Show the organization’s name and EIN;General Instructions A and B for more photocopy legibly. 3. Identify clearly the Part or line(s) toinformation. Signature. To make the return complete, an which the attachments relate;

officer of the organization authorized to sign it 4. Include the information required by the
must sign in the space provided. For aV. Information Regarding Transfers form and use the same format as the form;
corporation, or association, this officer may be 5. Follow the same Part and line sequenceAssociated With Personal Benefit the president, vice president, treasurer, as the form; andContracts assistant treasurer, chief accounting officer, or 6. Be on the same size paper as the form.
other corporate, or association officer, such asFilers of Form 990 that engaged in activities
a tax officer. A receiver, trustee, or assigneeinvolving personal benefit contracts must
must sign any return he or she files for adeclare in Part X, Information Regarding
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� Checklist for a properly completed return.

Complete Schedule A (Form 990 or 990-EZ) if your organization is a section 501(c)(3), 501(e), (f), (k), (n) organization or a
section 4947(a)(1) nonexempt charitable trust.

Complete Schedule A (Form 990 or 990-EZ), Part IV-A, Support Schedule, if you are required to check a box on line 10, 11,
or 12 of Part IV-A of the Support Schedule.

File Form 990 instead of Form 990-EZ if your organization’s gross receipts are more than $100,000 and total assets at the
end of the year are more than $250,000.

Indicate the correct tax year in the heading of your form.

Have an officer of the organization sign the return.

Complete all Balance Sheet columns. (Part IV (and IV-A and IV-B) of Form 990; Part II of Form 990-EZ). Indicate “N/A” if a
line, column, or Part does not apply. Indicate too, on the applicable line, if a schedule is attached. Do not substitute another
balance sheet instead of completing the Part II Balance Sheet of Form 990-EZ.

Attach all required pages and schedules to the return. Include a list of subordinates if filing a group return.

Double-check the accuracy of your EIN, tax period, and group exemption number (GEN), if applicable.

Indicate the correct 501(c) subsection under which you are tax-exempt. If there has been a change, attach a copy of the
latest determination letter. If the letter is unavailable, attach a description of your organization’s primary exempt purpose.

Be aware that the Form 990, Form 990-EZ, the Schedule A (Form 990 or 990-EZ), and the attachments to be filed with
these forms, are publicly disclosable. Note, however, the public inspection rules in the instructions for Schedule B (Form
990, 990-EZ, or 990-PF).

Section 501(c)(3) organizations required to complete lines 26, 27, or 28 of Schedule A (Form 990 or 990-EZ) must prepare
lists for their own records to substantiate amounts on those lines. These lists are not to be filed with the return.

Do not check the Final Return box in the heading of the Form 990 or 990-EZ unless your organization has ceased
operations.
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IF the tax-exempt THEN attach these • A section 501(c)(9) voluntary employees’
organization is . . . documents. . . beneficiary association must use its own EINSpecific Instructions for

and not the EIN of its sponsor.
Form 990 • A disregarded entity, as described inA corporation An amendment to the

Regulations sections 301.7701-1 througharticles of incorporationNote: See also the General Instructions that
301.7701-3, however, may use the EIN of thewith proof of filing withapply to both the Form 990 and Form 990-EZ.
organization in Part IX if the disregarded entitythe state of
does not have its own EIN. See Generalincorporation.Contents Page
Instruction A and the instructions for Part IX.

Completing the Heading of Form 990 . . . . . 16
A trust An amendment to the Item E—Telephone number

Part I—Revenue, Expenses, and Changes in trust agreement signed Enter a telephone number of the organizationNet Assets . . . . . . . . . . . . . . . . . . . . . . 17 by the trustee. that members of the public and government
Part II—Statement of Functional Expenses 21 regulators may use during normal business

An association An amendment to the hours to obtain information about thePart III—Statement of Program Service articles of association, organization’s finances and activities. If theAccomplishments . . . . . . . . . . . . . . . . . . 24 constitution, bylaws, or organization does not have a telephone
other organizingPart IV—Balance Sheets . . . . . . . . . . . . . 24 number, enter the telephone number of an
document, along with organization official who can provide suchParts IV-A and IV-B—Reconciliation signatures of at least information.Statements . . . . . . . . . . . . . . . . . . . . . . 26 two officers/members. Item F—Accounting methodPart V—List of Officers, Directors, Trustees,

An organization must indicate the method ofand Key Employees . . . . . . . . . . . . . . . . 26 Final return and amended return. accounting used in preparing this return. SeeOrganizations should file final returns whenPart VI—Other Information . . . . . . . . . . . . 27 General Instruction G.they cease to be section 501(a) organizations
Part VII—Analysis of Income-Producing Item G—Web siteor section 527 organizations; for example,
Activities . . . . . . . . . . . . . . . . . . . . . . . . 31 when they cease operations and dissolve. See Show the organization’s Web site address if a

the instructions for line 79 that discussPart VIII—Relationship of Activities to the Web site is available. Otherwise, write ‘‘N/A’’
liquidations, dissolutions, terminations, orAccomplishment of Exempt Purposes . . . . . 32 (not applicable). Consider adding your e-mail
substantial contractions. address to your Web site.Part IX—Information Regarding Taxable

If the return is an amended return, checkSubsidiaries and Disregarded Entities . . . . . 32 Item H—Group return, etc.
the box. There are amended return

See General Instruction R. Attach the requiredPart X—Information Regarding Transfers requirements when filing with a state. See
list, if applicable, or you will be contacted laterAssociated With Personal Benefit Contracts 33 General Instructions E and J.
for the missing information.Application pending. If the organization’sExclusion Codes . . . . . . . . . . . . . . . . . . . 34
Item I—Group exemption numberapplication for exemption is pending, check this

box and complete the return. Enter the four-digit group exemption number
(GEN) if you checked a “Yes” box in item H(a)Completing the Heading of Form Item C—Name and address
and H(d). Contact the central/parent990 If we mailed the organization a Form 990 organization if you are unsure of the GENPackage with a preaddressed mailing label,The instructions that follow are keyed to items assigned.please attach the label in the name andin the heading for Form 990.
Item J—Type of organizationaddress space on the return. Using the labelItem A—Accounting period helps us avoid errors in processing the return. If the organization is exempt under section

Use the 2002 Form 990 to report on a calendar If any information on the label is wrong, draw a 501(c), check the applicable box and insert,
year accounting period beginning January 1, line through that part and correct it. within the parentheses, the number that
2002, and ending December 31, 2002. identifies the type of section 501(c)If the organization operates under a name

Use the 2002 Form 990 also to report on an organization the filer is. See the chart indifferent from its legal name, give the legal
accounting period other than a calendar year General Instruction C. The term “sectionname of the organization but identify its
(either a fiscal year that began in 2002 or a 501(c)(3)” includes organizations exempt underalternate name, after the legal name, by writing
short period (less than 12 months) that began sections 501(e), (f), (k), and (n). Check the‘‘aka’’ (also known as) and the alternate name
in 2002). You must show the month and day in applicable box if the organization is a sectionof the organization. However, if the
2002 that your fiscal year began, or the short 527 political organization. See Generalorganization has changed its name, follow the
period began. You must also show the day, Instruction U.instructions for Name change in Item B—
month, and year your fiscal year, or short Checkboxes. If the organization is a section 4947(a)(1)
period, ended. See General Instruction G. nonexempt charitable trust, check theInclude the suite, room, or other unit

applicable box. Note also the discussionnumber after the street address. If the PostItem B—Checkboxes
regarding Schedule A (Form 990 or 990-EZ)Office does not deliver mail to the streetAddress change, name change, and initial and Form 1041 in General Instruction D andaddress and the organization has a P.O. box,return. Check the appropriate box if the the instructions to line 92 of Form 990.show the box number instead of the streetorganization changed its address since it filed address. Item K—Gross receipts of $25,000 orits previous return, or if this is the first time the

For foreign addresses, enter information inorganization is filing either a Form 990 or a less
the following order: City, province or state, andForm 990-EZ. Check this box if the organization’s grossthe name of the country. Follow the foreignIf the tax-exempt organization has changed receipts are normally not more than $25,000.country’s practice in placing the postal code inits name, attach the following documents: However, see General Instruction A, if youthe address. Please do not abbreviate the received a Form 990 Package, and note thecountry name. discussion on gross receipts in General

If a change in address occurs after the Instruction B.
return is filed, use Form 8822 to notify the IRS

Item L—Calculating gross receiptsof the new address.
The organization’s gross receipts are the totalItem D—Employer identification amount it received from all sources during itsnumber annual accounting period, without subtracting

The organization should have only one Federal any costs or expenses. See the gross receipts
employer identification number (EIN). If it has discussion in General Instruction B.
more than one and has not been advised
which to use, notify the Internal Revenue
Service Center, Ogden, UT 84201-0027. State
what numbers the organization has, the name
and address to which each number was
assigned, and the address of its principal
office. The IRS will advise the organization
which number to use.
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Example. An organization announces thatItem M—Schedule B (Form 990, Then . . . anyone who contributes at least $40 to the990-EZ, or 990-PF) The organization should organization can choose to receive a bookWhether or not the organization enters any check the box in item M to worth $16 retail value. A person who givesamount on line 1d of Form 990, the certify that it is not $40, and who chooses the book, is reallyorganization must either check the box in item required to attach purchasing the book for $16 and also making aM or attach Schedule B (Form 990, 990-EZ, or Schedule B (Form 990, contribution of $24. The contribution of $24,990-PF). Failure to either check the box in item 990-EZ, or 990-PF). which is the difference between the buyer’sM or file Schedule B (Form 990, 990-EZ, or
payment and the $16 retail value of the book,990-PF) will result in a determination that the Otherwise . . . would be reported on line 1a and again on linereturn is incomplete. See the instructions for Complete and attach 9a (within the parentheses). The revenueSchedule B (Form 990, 990-EZ, or 990-PF), Schedule B (Form 990, received ($16 retail value of the book) wouldSchedule of Contributors, for more information. 990-EZ, or 990-PF). be reported in the right-hand column on line

Note: “Contributor” includes individuals, * Total a contributor’s gifts of $1,000 or more to 9a.
determine if a contributor gave $5,000 or more. Dofiduciaries, partnerships, corporations,

If a contributor gives more than $40, thatnot include smaller gifts.associations, trusts, and exempt organizations.
person would be making a larger contribution,

Guidelines for meeting the schedule of the difference between the book’s retail value
contributor requirements of Schedule B of $16 and the amount actually given. Rev.

Part I—Revenue, Expenses, and(Form 990, 990-EZ, or 990-PF) Rul. 67-246, 1967-2 C.B. 104, explains this
principle in detail. See also the line 9Changes in Net Assets or Fund
instructions and Pub. 526.If . . . Balances

A section 501(c)(3) Report the expenses that relate directly toAll organizations filing Form 990 with the IRS
organization that met the the sale of the book on line 9b. Report theor any state must complete Part I. Some states
1/3 support test of the expenses of raising contributions (shown withinthat accept Form 990 in place of their ownSection 501(c)(3) regulations under the parentheses on line 9a and again on lineforms require additional information.org., meeting the 1a) in Fundraising, column (D), Part II, and on509(a)(1)/170(b)(1)(A) did1/3 support test Line 1—In General line 15 of Part I.not receive a contributionof 170(b)(1)(A) of the greater of $5,000 or Note: At the time of any solicitation or

Contributions, gifts, grants, and2% of the amount on line payment, organizations that are eligible to
similar amounts received1d of Form 990, from any receive tax-deductible contributions should

advise patrons of the amount deductible forone contributor,* • On lines 1a through 1c, report amounts
Federal tax purposes. See Generalreceived as voluntary contributions; that is,Then . . . Instruction L.payments, or the part of any payment, forThe organization should which the payer (donor) does not receive full Contributions can arise from specialcheck the box in item M to retail value (fair market value) from the events when items of only nominalcertify that it is not recipient (donee) organization.
value are given or offeredrequired to attach • Report gross amounts of contributions

Schedule B (Form 990, If an organization offers goods or services ofcollected in the charity’s name by fundraisers.
990-EZ, or 990-PF). only nominal value through a special event or• Report all expenses of raising contributions

distributes free, unordered, low-cost items toin Fundraising, column (D), Part II, and on lineOtherwise . . . patrons, report the entire amount received for15 of Part I. You must show on line 30Complete and attach such benefits as a contribution on line 1aprofessional fundraising fees relating to theSchedule B (Form 990, (direct public support). Report all relatedgross amounts of contributions collected in the
990-EZ, or 990-PF). expenses in Fundraising, column (D), Part II.charity’s name by fundraisers.

See General Instruction L for a definition of• Report the value of noncash contributions atIf . . .
benefits that have a nominal or insubstantialthe time of the donation. For example, reportA section 501(c)(7), (8), or value.the gross value of a donated car at the time the(10) organization did not car was received as a donation. Section 501(c)(3) organizationsreceive any contribution or • For grants, see Grants that are equivalent

bequest for use exclusively Correctly dividing gross receipts from specialto contributions, on the following page.
for religious, charitable, events into revenue and contributions isReporting for line 1, in accordance with

Section 501(c)(7), scientific, literary, or especially important for a section 501(c)(3)SFAS 116, is acceptable for Form 990
organization that claims public support as(8), or (10) educational purposes, or purposes, but not required by IRS. However,
described in section 509(a)(1)/170(b)(1)(A)(vi)organization the prevention of cruelty to see General Instruction E.
or section 509(a)(2). In the public supportchildren or animals (and An organization that receives a grant to be computations of these Code sections, thedid not receive any paid in future years should, according to SFAS revenue portion of gross receipts may be (a)noncharitable contributions 116, report the grant’s present value on line 1. excluded entirely, (b) treated as public support,of $5,000 or more as Accruals of present value increments to the or (c) if the revenue represents unrelated tradedescribed below under unpaid grant should also be reported on line 1 or business income, treated as nonpublicgeneral rule), in future years. support.

Then . . . Contributions can arise from special Section 501(c)(3) organizations must
The organization should separate gross receipts from special eventsevents when an excess payment is
check the box in item M to into revenue and contributions when preparingreceived for items offered
certify that it is not the Support Schedule in Part IV-A of ScheduleFundraising activities relate to soliciting andrequired to attach A (Form 990 or 990-EZ).receiving contributions. However, special
Schedule B (Form 990, fundraising activities such as dinners, Section 501(c)(9), (17), and (18)990-EZ, or 990-PF). door-to-door sales of merchandise, carnivals, organizations

and bingo games can produce bothOtherwise . . . These organizations provide participants withcontributions and revenue.Complete and attach life, sickness, accident, welfare, and
Schedule B (Form 990, If a buyer, at such a “special event,” pays unemployment insurance, pensions, or similar
990-EZ, or 990-PF). more for goods or services than their retail benefits, or a combination of these benefits.

value, report, as a contribution, both on line 1a When such an organization receives payments
If . . . and on line 9a (within the parentheses), any from participants or their employers to provide

All other Form The organization did not amount paid in excess of the retail value. This these benefits, report the payments on line 2
990 or Form show as part of line 1d of situation usually occurs when organizations as program service revenue, rather than on
990-EZ the Form 990, a seek public support through solicitation line 1 as contributions.
organizations contribution of $5,000 or programs that are in part special events or

Donations of services are notactivities and are in part solicitations for(general rule) more from any one
contributionscontributions. The primary purpose of suchcontributor,*

solicitations is to receive contributions and not In Part I, do not include the value of services
to sell the merchandise at its retail value even donated to the organization, or items such as
though this might produce a profit. the free use of materials, equipment, or
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facilities as contributions on line 1. See the • Amounts received from individuals, trusts, 2. Payments under government programs
instructions for Part III and for Part VI, line 82, corporations, estates, and foundations, or to nursing homes or homes for the aged in
for the optional reporting of such amounts in raised by an outside professional fundraiser. order to provide health care or other services
Parts III and VI. • Include contributions and grants from public to their residents.

charities and other exempt organizations that 3. Payments to child placement or childAny unreimbursed expenses of officers,
are neither fundraising organizations nor guidance organizations under governmentemployees, or volunteers do not belong on the
affiliates of the filing organization. programs serving children in the community.Form 990 or Form 990-EZ. See the instructions
• See the instructions for line 1b. The general public gets the primary and directfor charitable contributions and employee

benefit from these payments and any benefit tobusiness expenses in Pub. 526 and Pub. 463, Membership dues. Report on line 1a
the governmental unit itself would be indirectrespectively. membership dues and assessments that
and insubstantial as compared to the publicrepresent contributions from the public ratherGrants that are equivalent to benefit.than payments for benefits received orcontributions

payments from affiliated organizations. See the Line 1d—Total contributions, etc.Grants that encourage an organization instructions for line 3.
receiving the grant to carry on programs or Enter the total of amounts reported on lines 1a

Government contributions (grants). Reportactivities that further its exempt purposes are through 1c. In the entry spaces in the
government grants on line 1c if they representgrants that are equivalent to contributions. description column for line 1d, enter the
contributions, or on line 2 (and on line 93(g) ofReport them on line 1. The grantor may require separate totals for cash and noncash
Part VII), if they represent fees for services.that the programs of the grant recipient contributions, gifts, grants, and similar amounts
See the instructions under the heading, Grants(grantee) conform to the grantor’s own policies received. The total of the two amounts must
that are equivalent to contributions, aboveand may specify the use of the grant, such as equal the total on line 1d.
and the instructions for line 1c below.use for the restoration of a historic building or a Report as cash contributions, etc., only

voter registration drive. Commercial co-venture. Report amounts contributions, etc., received in the form of cash,
contributed by a commercial co-venture on lineA grant is still equivalent to a contribution if checks, money orders, credit card charges,
1a as a contribution received directly from thethe grant recipient provides a service or makes wire transfers, and other transfers and deposits
public. These are amounts received by ana product that benefits the grantor incidentally. to a cash account of the organization. If your
organization (donee) for allowing an outsideSee examples in the line 1c instructions. organization records pledges as contributions,
organization (donor) to use the donee’s nameHowever, a grant is a payment for services, etc., at the time the pledges are made (rather
in a sales promotion campaign. In such aand not a contribution, if the grant requires the than when the pledges are collected), include
campaign, the donor advertises that it willgrant recipient to provide that grantor with a as cash contributions, etc., only those pledges
contribute a certain dollar amount to the doneespecific service, facility, or product rather than actually collected in cash during the year and
organization for each unit of a particularto give a direct benefit primarily to the general pledges uncollected at the end of the year that
product or service sold or for each occurrencepublic or to that part of the public served by the are reasonably expected to be paid in cash in a
of a specific type.organization. In general, do not report as later year. Report all other contributions, etc.,

contributions any payments for a service, as noncash contributions, etc., in the spaceContributions received through special
facility, or product that primarily give some provided. Be sure to include as a noncashevents. Report contributions received through
economic or physical benefit to the payer contribution donated items like cars andspecial events on line 1a. See the preceding
(grantor). clothing valued as of the time of their receiptline 1 instructions and the instructions for line

even if these items were made available forExample. A public interest organization 9.
sale immediately after they were received. Seedescribed in section 501(c)(4) makes a grant to

Line 1b—Indirect public support General Instruction L and Schedule B (Formanother organization to conduct a nationwide
990, 990-EZ, or 990-PF), and lines 1 and 1asurvey to determine voter attitudes on issues of Enter the total contributions received indirectly
for a discussion of noncash contributions.interest to the grantor. The grantor plans to use from the public through solicitation campaigns
Noncash contributions do not include donatedthe results of the survey to plan its own conducted by federated fundraising agencies
services, which may be reported on line 82 andprogram for the next 3 years. Under these and similar fundraising organizations (such as
in the narrative section of Part III.circumstances, since the survey serves the a United Way organization and certain

grantor’s direct needs and benefits the grantor Schedule of contributors. Attach Schedule Bsectarian federations). These organizations
more than incidentally, the grant to the (Form 990, 990-EZ, or 990-PF). See Generalnormally conduct fundraising campaigns within
organization making the survey is not a Instruction L and the Specific Instructions fora single metropolitan area or some part of a
contribution. The grant recipient should not Completing the Heading of Form 990, Item M.particular state and allocate part of the net
report the grant as a contribution but should proceeds to each participating organization on Lines 2 through 11report it on line 2 as program service revenue. the basis of the donors’ individual designations

Note: Do not enter any contributions on lines 2and other factors.Treat research to develop products for the
through 11. Enter all contributions on line 1. Ifpayer’s use or benefit as directly serving the Include on line 1b amounts contributed by you enter contributions on lines 2 through 11,payer. However, generally, basic research or other organizations closely associated with the you will be unable to complete Part VIIstudies in the physical or social sciences reporting organization. This includes correctly. Line 105 (the sum of amountsshould not be treated as serving the payer’s contributions received from a parent entered in columns (B), (D), and (E) for linesneeds. organization, subordinate, or another 93 through 103 of Part VII, Analysis ofSee Regulations section 1.509(a)-3(g) to organization with the same parent. National Income-Producing Activities) should match thedetermine if a grant is a contribution reportable organizations that share in fundraising total of amounts entered for correlating lines 2on line 1, or a revenue item reportable campaigns conducted by their local affiliates through 11 of Part I. See the instructions forelsewhere on Form 990. should report the amount they receive on line Part VII.

1b.Line 1a—Direct public support
Line 2—Program service revenue

Line 1c—Government contributionsContributions, gifts, grants, and similar including Medicare, Medicaid
amounts received. Enter the gross amounts (grants) payments and government fees andof contributions, gifts, grants, and bequests The general line 1 instructions, under the contractsthat the organization received directly from the heading, Grants that are equivalent to Enter the total of program service revenuepublic. Include: contributions, above apply to this item in (exempt function income) as reported in Part• All donated items. For example, a car is particular. A grant or other payment from a VII, lines 93(a) through (g), columns (B), (D),donated to an organization. Immediately after governmental unit is treated as a contribution if and (E). Program services are primarily thosethe organization receives the donated car, the its primary purpose is to enable the donee to that form the basis of an organization’sorganization sells the car. The organization provide a service to, or maintain a facility for, exemption from tax. For a more detailedincludes the value of the car as of the time of the direct benefit of the public rather than to description of program services, refer to theits receipt as a contribution on line 1a and serve the direct and immediate needs of the instructions for Part II, column (B), Programincludes it in the total on line 1d as a noncash grantor even if the public pays part of the services.contribution. expense of providing the service or facility.• All funds or the entire value of noncash Examples. A hospital would report on this

The following are examples ofitems raised by an outside fundraiser in a line all of its charges for medical services
governmental grants and other payments thatcharity’s name and not just the amount (whether to be paid directly by the patients or
are treated as contributions:actually received by the charity. For example, through Medicare, Medicaid, or other

a corporation solicits and sells cars in a 1. Payments by a governmental unit for the third-party reimbursement), hospital parking lot
charity’s name. When a car is received, its construction or maintenance of library or fees, room charges, laboratory fees for hospital
entire value is reported as a contribution. hospital facilities open to the public. patients, and related charges for services.
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Program service revenue includes income that have a reasonable relationship to dues, (Program services) any rental expenses
earned by the organization for providing a although benefits to members may be indirect. allocable to rental income reportable as
government agency with a service, facility, or program service revenue on line 2.Dues or assessments received that exceed
product that benefited that government agency the value of available membership benefits. Line 6c—Net rental income or (loss)directly rather than benefiting the public as a Whether or not membership benefits are used, Subtract line 6b from line 6a. Show any loss inwhole. See the line 1c instructions for reporting dues received by an organization, to the extent parentheses.guidelines when payments are received from a they are more than the monetary value of the
government agency for providing a service, membership benefits available to the dues Line 7—Other investment income
facility, or product for the primary benefit of the payer, are a contribution that should be Enter the amount of investment income notgeneral public. reported on line 1a. See Rev. Rul. 54-565, reportable on lines 4 through 6 and describe

1954-2 C.B. 95 and Rev. Rul. 68-432, 1968-2Program service revenue also includes: the type of income in the space provided or in
C.B. 104.tuition received by a school; revenue from an attachment. The income should be the

admissions to a concert or other performing Dues received primarily for the gross amount derived from investments
arts event or to a museum; royalties received organization’s support. If a member pays reportable on line 56. Include, for example,
as author of an educational publication dues mainly to support the organization’s royalty income from mineral interests owned by
distributed by a commercial publisher; interest activities and not to obtain benefits of more the organization. However, do not include
income on loans a credit union makes to its than nominal monetary value, those dues are a income from program-related investments. See
members; payments received by a section contribution to the organization includible on the instructions for line 2. Also, do not include
501(c)(9) organization from participants, or line 1a. unrealized gains and losses on investments
employers of participants, for health and carried at market value. See the instructions forExamples of membership benefits. These
welfare benefits coverage; insurance premiums line 20.include subscriptions to publications,
received by a fraternal beneficiary society; and newsletters (other than one about the Lines 8a through 8d—Gains (orregistration fees received in connection with a organization’s activities only), free or losses) from sale of assets other thanmeeting or convention. reduced-rate admissions to events the inventoryProgram-related investments. Program organization sponsors, the use of its facilities,

Report, on lines 8a through 8c, all sales ofservice revenue also includes income from and discounts on articles or services that both
securities in column (A). Use column (B) toprogram-related investments. These members and nonmembers can buy. In figuring
report sales of all other types of investmentsinvestments are made primarily to accomplish the value of membership benefits, do not
(such as real estate, royalty interests, oran exempt purpose of the investing include intangible benefits, such as the right to
partnership interests) and all otherorganization rather than to produce income. attend meetings, vote or hold office in the
noninventory assets (such as program-relatedExamples are scholarship loans and low organization, and the distinction of being a
investments and fixed assets used by theinterest loans to charitable organizations, member of the organization.
organization in its related and unrelatedindigents, or victims of a disaster. Line 4—Interest on savings and activities).Rental income from an exempt function is temporary cash investments On line 8a, for each column, enter the totalanother example of program-related Enter the amount of interest income from gross sales price of all such assets. Total theinvestment income. When an organization savings and temporary cash investments cost or other basis (less depreciation) andrents to an unaffiliated exempt organization at reportable on line 46. So-called dividends or selling expenses and enter the result on lineless than fair rental value for the purpose of earnings received from mutual savings banks, 8b. On line 8c, enter the net gain or loss.aiding that tenant’s exempt function, the money market funds, etc., are actually interestreporting organization should report such rental On lines 8a and 8c, also report capital gainsand should be entered on line 4.income as program service revenue on line 2. dividends, the organization’s share of capital

See also the instructions for line 6a. For Line 5—Dividends and interest from gains and losses from a partnership, and
purposes of this return, report all rental income capital gains distributions from trusts. Indicatesecurities
from an affiliated organization on line 2. the source on the schedule described below.Enter the amount of dividend and interest
Unrelated trade or business activities. Combine the gain and/or loss figuresincome from equity and debt securities (stocks
Unrelated trade or business activities (not reported on line 8c, columns (A) and (B) andand bonds) of the type reportable on line 54.
including any special events or activities) that report that total on line 8d. Do not include anyInclude amounts received from payments on
generate fees for services may also be unrealized gains or losses on securities carriedsecurities loans, as defined in section
program service activities. A social club, for at market value in the books of account. See512(a)(5). Do not include any capital gains
example, should report as program service the instructions for line 20.dividends that are reportable on line 8. See the
revenue the fees it charges both members and instructions for line 2 for reporting income from For reporting sales of securities on Form
nonmembers for the use of its tennis courts program-related investments. 990, you may use the more convenient
and golf course. average cost basis method to figure theLine 6a—Gross rents
Sales of inventory items by hospitals, organization’s gain or loss. When a security isEnter on line 6a the rental income received forcolleges, and universities. Books and sold, compare its sales price with the averagethe year from investment property reportablerecords maintained in accordance with cost basis of the particular security toon line 55. Do not include on line 6a rentalgenerally accepted accounting principles for determine gain or loss. However, generally, forincome related to the reporting organization’shospitals, colleges, and universities are more reporting sales of securities on Form 990-T, doexempt function (program service). Reportspecialized than books and records maintained not use the average cost basis to determinesuch income on line 2. For example, anaccording to those accounting principles for gain or loss.exempt organization whose exempt purpose isother types of organizations that file Form 990. Nonpublicly traded securities andto provide low-rental housing to persons withAccordingly, hospitals, colleges, and noninventory items. Attach a schedulelow income would report that rental income asuniversities may report, as program service showing the sale or exchange of nonpubliclyprogram service revenue on line 2. Rentalrevenue on line 2, sales of inventory items traded securities and the sale or exchange ofincome received from an unaffiliated exemptotherwise reportable on line 10a. In that event, other assets that are not inventory items. Theorganization is generally considered asshow the applicable cost of goods sold as schedule should show security transactionsunrelated to the reporting organization’sprogram service expense on line 13 of Part I separately from the sale of other assets. Showexempt purpose and reportable on line 6a.and in column (B) of Part II. All other for each of these assets:However, note an exception given in theorganizations, however, should not report sales • Date acquired and how acquired,instructions for line 2 when the reportingof inventory items on line 2. • Date sold and to whom sold,organization aids an unaffiliated organization

• Gross sales price,with its exempt function.Line 3—Membership dues and • Cost, other basis, or if donated, value at timeassessments Only for purposes of completing this return, acquired (state which),the reporting organization must report anyEnter members’ and affiliates’ dues and • Expense of sale and cost of improvementsrental income received from an affiliatedassessments that are not contributions. made after acquisition, andexempt organization as program serviceDues and assessments received that • If depreciable property, depreciation sincerevenue on line 2.compare reasonably with available benefits. acquisition.
When dues and assessments are received that Line 6b—Rental expenses Publicly traded securities. On the attached
compare reasonably with membership benefits Enter the expenses paid or incurred for the schedule, for sales of publicly traded securities
received, report such dues and assessments income reported on line 6a. Include interest through a broker, total the gross sales price,
on line 3. related to rental property and depreciation if it the cost or other basis, and the expenses of

Organizations described in section is recorded in the organization’s books and sale on all such securities sold, and report
501(c)(5), (6), or (7) generally provide benefits records. Report in column (B) of Part II lump-sum figures in place of the detailed
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reporting required by the above paragraph. see the line 1 instructions. See also General On line 10a, report gross sales revenue
Publicly traded securities include common and Instruction L and its references. from sales of inventory items, whether the
preferred stocks, bonds (including sales activity is an exempt function of theSales or gifts of goods or services of only
governmental obligations), and mutual fund organization or an unrelated trade or business.nominal value. If the goods or services given
shares that are listed and regularly traded in an or offered at special events have only nominal On line 10b, report the cost of goods sold
over-the-counter market or on an established value, include all of the receipts as related to the sales of such inventory. The
exchange and for which market quotations are contributions on line 1a and all of the related usual items included in cost of goods sold are
published or otherwise readily available. expenses as fundraising expenses on line 15 direct and indirect labor, materials and supplies

and in column (D) of Part II. See General consumed, freight-in, and a proportion ofLines 9a through 9c—Special events Instruction L for a description of nominal or overhead expenses. Marketing and distributionand activities insubstantial benefits. costs are not included in cost of goods sold but
On the appropriate line, enter the gross are reported in Part II, column (B), ProgramAn activity may generate only
revenue, expenses, and net income (or loss) services.contributions. An activity that generates only
from all special events and activities, such as contributions, such as a solicitation campaign Attached schedule. In an attached schedule,dinners, dances, carnivals, raffles, bingo by mail, is not a special event and should not give a breakdown of items sold; (e.g., sales ofgames, other gambling activities, and be reported on line 9. food, souvenirs, electronic equipment,door-to-door sales of merchandise.

uniforms, or educational publications).Contributions from such an activity are
These activities only incidentally reportable on line 1, and the related fundraising Line 11—Other revenueaccomplish an exempt purpose. Their sole or expenses are reportable in column (D), Part II.

primary purpose is to raise funds that are other Enter the total amount from Part VII, linesSweepstakes, raffles, and lotteries may
than contributions to finance the organization’s 103(a) through (e) (Other revenue), columnsproduce revenue or contributions. The
exempt activities. This is done by offering (B), (D), and (E). This figure represents theproceeds of solicitation campaigns in which the
goods or services that have more than a total income from all sources not covered bynames of contributors and other respondents
nominal value (compared to the price charged) lines 1 through 10 of Part I. Examples ofare entered in a drawing for the awarding of
for a payment that is more than the direct cost income includible on line 11 are interest onprizes (so-called “sweepstakes” or “lotteries”)
of those goods or services. notes receivable not held as investments or asare contributions, reportable on line 1, and the

program-related investments (defined in therelated expenses are fundraising expenses,The gross revenue from gambling activities
line 2 instructions); interest on loans to officers,reportable in column (D) of Part II. However,and other special events must be reported in
directors, trustees, key employees, and otherraffles and lotteries in which a payment of atthe right-hand column on line 9a without
employees; and royalties that are notleast a specified minimum amount is requiredreduction for cash or noncash prizes, cost of
investment income or program servicefor each entry are special events, reportable ongoods sold, compensation, fees, or other
revenue.line 9, unless the prizes awarded have onlyexpenses.

nominal value. Reporting payments in their Lines 13 through 15—ProgramCharacterizing any required payment as a entirety as contributions when gifts or services services, management and general,“donation” or “contribution” on tickets or on given are nominal in value is discussed above. and fundraising expensesadvertising or solicitation materials does not
Attached schedule. Attach a schedule listingaffect how such payments should be reported Section 4947(a)(1) nonexempt charitablethe three largest special events conducted, ason Form 990 or Form 990-EZ. As discussed in trusts and section 501(c)(3) and (4)measured by gross receipts. Describe each ofthe instructions for line 1, the amount of the organizations. Complete Part II and thenthese events and show for each event: thecontribution is the excess of the amount paid enter on lines 13 through 15 the appropriategross receipts; the amount of contributionsover the retail value of the goods or services amounts from the totals for columns (B), (C),included in gross receipts (see the instructionsreceived by the payer. See also Pub. 526. and (D) reported on line 44, Part II.above); the gross revenue (gross receipts less

Special events may generate both revenue contributions); the direct expenses; and the net All other organizations. All other
and contributions. Special events sometimes income (or loss) (gross revenue less direct organizations are not required to complete
generate both contributions and revenue. expenses). lines 13 through 15 of the Form 990.
When a buyer pays more than the retail value Include the same information, in total Line 16—Payments to affiliatesof the goods or services furnished, enter: figures, for all other special events held that• As gross revenue, on line 9a (in the This expense classification is used to reportwere not among the three largest. Indicate theright-hand column), the retail value of the certain types of payments to organizationstype and number of the events not listedgoods or services, “affiliated with” (closely related to) a reportingindividually (e.g., three dances and two raffles).• As a contribution, on both line 1a and line 9a agency.

An example of this schedule of special(within the parentheses), the amount received Payments to affiliated state or nationalevents might appear in columnar form asthat exceeds the retail value of the goods or organizations. Dues paid by the local charityfollows:services given. to its affiliated state or national (parent)
Report on line 9b only the expenses directly All organization are usually reported on line 16.

Special Events: (A) (B) (C) Other Totalattributable to the goods or services the buyer Report on this line predetermined quota
receives from a special event. Fundraising Gross Receipts $xx $xx $xx $xx $xx support and dues (excluding membership dues
expenses attributable to contributions, reported of the type described below) by local agenciesLess: Contributions xx xx xx xx xxon both line 1a and line 9a (within the to their state or national organizations for

Gross Revenue xx xx xx xx xxparentheses), are reportable in Part II, column unspecified purposes; that is, general use of
(D), Fundraising. If you include an expense on Less: Direct Expenses xx xx xx xx xx funds for the national organization’s own
line 9b, do not report it again on line 10b or in program and support services.Net Income or (loss) $xx $xx $xx $xx $xxPart II. Expenses reported on line 10b relate to

Purchases from affiliates. Purchases ofsales of inventory. Expenses reported in Part If you use the above schedule, report the goods or services from affiliates are notII, column (D), relate to contributions raised total for Contributions on line 1a of Form 990 reported on line 16 but are reported asthrough fundraising. and on line 9a (within the parentheses). Report expenses in the usual manner.the totals for Gross Revenue, in the right-handExample. At a special event, an
Expenses for providing goods or servicescolumn, on line 9a; Direct Expenses on line 9b;organization received $100 in gross receipts
to affiliates. In addition to payments madeand Net Income or (loss) on line 9c.for goods valued at $40. The organization
directly to affiliated organizations, expensesentered gross revenue of $40 on line 9a (in the Lines 10a through 10c—Gross profit incurred in providing goods or services toright-hand column) and entered a contribution or (loss) from sales of inventory affiliates may be reported on line 16 if:of $60 on both line 1a and line 9a (within the

Enter the gross sales (less returns and 1. The goods or services provided are notparentheses). The contribution of $60 was the
allowances), cost of goods sold, and gross related to the program services conducted bydifference between the gross revenue of $40
profit or (loss) from the sale of inventory items. the organization furnishing them (e.g., when aand the gross receipts of $100.
These sales do not include items sold at local organization incurs expenses in the

The expenses directly relating to the sale of special events that are reportable on line 9. production of a solicitation film for the state or
the goods would be reported on line 9b. Sales of inventory items reportable on line 10 national organization); and
However, all expenses of raising contributions are sales of those items the organization 2. The costs involved are not connected
would be reported in column (D), Fundraising, makes to sell to others or buys for resale. with the management and general or
Part II and not on line 9b. Sales of investments on which the organization fundraising functions of the reporting

For more details about contributions expected to profit by appreciation and sale are organization. For example, when a local
received through fundraising, and contributions not reported here. Report sales of investments organization gives a copy of its mailing list to
and revenue received through special events, on line 8. the state or national organization, the expense
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of preparing the copy provided may be Amounts to report here include adjustments of income, or any other source. Fundraising
reported on line 16, but not expenses of earlier years’ activity; unrealized gains and expenses should not be reported as program
preparing and maintaining the local losses on investments carried at market value; related expenses even though one of the
organization’s master list. and any difference between fair market value functions of the organization is to solicit

and book value of property given as an award contributions for other organizations.
Federated fundraising agencies. These or grant. See General Instruction G regarding Program services can also include theagencies (see the instructions for line 1b) the reporting of a section 481(a) adjustment to organization’s unrelated trade or businessshould include in their own support the full conform to SFAS 116. activities. For example, publishing a magazineamount of contributions received in connection

is a program service even though theLine 21—Net assets or fund balances,with a solicitation campaign they conduct, even
magazine contains both editorials and articlesend of yearthough donors designate specific agencies to
that further the organization’s exempt purposereceive part or all of their individual Enter the total of lines 18, 19, and 20. This total
and advertising, the income from which iscontributions. These fundraising organizations figure must equal the amount reported for the
taxable as unrelated business income.should report the allocations to participating end of the year in column (B) of line 73.

agencies as grants and allocations (line 22) If an organization receives a grant to do
and quota support payments to their state or research, produce an item, or perform aPart II—Statement of Functionalnational organization as payments to affiliates service, either to meet the grantor’s specific
(line 16). Expenses needs or to benefit the public directly, the costs
Voluntary awards or grants to affiliates. Do incurred represent program service expenses.In General—
not report on line 16 voluntary awards or grants Do not treat these costs as fundraisingColumn (A)made by the reporting agency to its state or expenses, even if you report the grant on line 1

All organizations must complete column (A)national organization for specified purposes. as a contribution.
unless they are using an approved DOL formReport these awards or grants on line 22,

Column (C)—Management and generalor Form 5500 as a partial substitute for FormGrants and allocations.
990. See General Instruction F. Use column (C) to report the organization’sMembership dues paid to other

expenses for overall function andorganizations. Report membership dues paid Columns (B), (C), and (D)
management, rather than for its direct conductto obtain general membership benefits, such These columns are optional for all of fundraising activities or program services.as regular services, publications, and organizations except section 4947(a)(1) Overall management usually includes thematerials, from other organizations as “Other nonexempt charitable trusts and section salaries and expenses of the chief officer of theexpenses” on line 43. This is the case, for 501(c)(3) and (4) organizations. Section organization and that officer’s staff. If part ofexample, if a charitable organization pays dues 4947(a)(1) nonexempt charitable trusts and their time is spent directly supervising programto a trade association comprised of otherwise section 501(c)(3) and (4) organizations must services and fundraising activities, theirunrelated members. complete columns (B), (C), and (D). salaries and expenses should be allocatedAttached schedule. Attach a schedule listing In Part II, the organization’s expenses are among those functions.the name and address of each affiliate that designated by object classification (e.g.,received payments reported on line 16. Specify Other expenses to report in column (C)salaries, legal fees, supplies, etc.) andthe amount and purpose of the payments to include those for meetings of the board ofallocated into three functions: program serviceseach affiliate. directors or similar group; committee and staff(column (B)); management and general
meetings (unless held in connection withNote: Properly distinguishing between (column (C)); and fundraising (column (D)).
specific program services or fundraisingpayments to affiliates and grants and These functions are explained below in the
activities); general legal services; accountingallocations is especially important if you use instructions for the columns. Do not include in
(including patient accounting and billing);Form 990 for state reporting purposes. See Part II any expense items you must report on
general liability insurance; office management;General Instruction E. If you use Form 990 only lines 6b, 8b, 9b, 10b, or 16 in Part I.
auditing, personnel, and other centralizedfor reporting to the IRS, payments to affiliated

For reporting to the IRS only, use the services; preparation, publication, andstate or national organizations that do not
organization’s normal accounting method to distribution of an annual report; and investmentrepresent membership dues reportable as
report total expenses in column (A) and to expenses (however, report rental income“Other expenses” on line 43 (see instructions
segregate them into functions under columns expenses on line 6b and program-relatedabove) may be reported either on line 16 or
(B), (C), and (D). However, for state reporting income expenses in column (B)).line 22 and explained in the required
requirements, see General Instructions E andattachment. You should report only general expenses inG. If the accounting system does not provide

column (C). Do not use this column to reportfor this type of segregation, a reasonableLine 17—Total expenses
costs of special meetings or other activities thatmethod of allocation may be used. TheOrganizations using only column (A) of Part II
relate to fundraising or specific programamounts reported should be accurate and theshould enter the total of line 16 and line 44 of
services.method of allocation documented in thecolumn (A), Part II, on line 17. Other

organization’s records.organizations should enter the total of lines 13 Column (D)—Fundraising
through 16. Organizations using Form 5500 or Report, in the appropriate column, Fundraising expenses are the total expensesan approved DOL form as a partial substitute expenses that are directly attributable to a incurred in soliciting contributions, gifts, grants,for Form 990 should enter the total expense particular functional category. In general, etc. Report as fundraising expenses allfigure from Form 5500, or from the required allocate expenses that relate to more than one expenses, including allocable overhead costs,reconciliation schedule if Form LM-2 or LM-3 is functional category. For example, allocate incurred in: (a) publicizing and conductingused. See General Instruction F. employees’ salaries on the basis of each fundraising campaigns; (b) soliciting bequestsemployee’s time. For some shared expensesLine 18—Excess or (deficit) for the and grants from foundations or othersuch as occupancy, supplies, and depreciation organizations, or government grants reportableyear of office equipment, use an appropriate basis on line 1c; (c) participating in federatedEnter the difference between lines 12 and 17. If for each kind of cost. However, you should fundraising campaigns; (d) preparing andline 17 is more than line 12, enter the report some other shared expenses in column distributing fundraising manuals, instructions,difference in parentheses. (C) only. The column instructions below and other materials; and (e) conducting specialdiscuss allocating expenses.Line 19—Net assets or fund balances, events that generate contributions reportable
beginning of year Column (A)—Total on line 1a, in addition to revenue reportable in

the right-hand column on line 9a. However,Enter the balance at the beginning of the year For column (A), total each line item of columns
report any expenses that are directlyas reported in column (A) of line 73 (or from (B), (C), and (D) in Part II. Except for expenses
attributable to revenue shown on line 9a (i.e.,Form 5500 or an approved DOL form if you report on lines 6b, 8b, 9b, 10b, or 16 of
the direct expenses incurred in furnishing theGeneral Instruction F applies). The balance at Part I, you should use column (A) to report all
goods or services sold) on line 9b.the beginning of the year for line 19 was the expenses the organization paid or incurred.

end of the year balance for line 21 and 73 as Column (B)—Program services Allocating indirect expensesreported on the organization’s prior year return.
Program services are mainly those activities Colleges, universities, hospitals, and other

Line 20—Other changes in net assets that the reporting organization was created to organizations that accumulate indirect
or fund balances conduct and which, along with any activities expenses in various cost centers (such as the
Attach a schedule explaining any changes in commenced subsequently, form the basis of expenses of operating and maintaining the
net assets or fund balances between the the organization’s current exemption from tax. physical plant) that are reallocated to the
beginning and end of the year that are not They may be self-funded or funded out of program services and other functional areas of
accounted for by the amount on line 18. contributions, accumulated income, investment the organization in single or multiple steps may
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find it easier to report these expenses in the to be allocated, and so on. The greater the of the property when the organization gave it is
following optional manner: number of these cost centers that are allocated the measure of the award or grant, record any

out, the more difficult it is to preserve the object difference between fair market value and bookFirst, report the expenses of these indirect
classification identity of the expenses of each value in the organization’s books of accountcost centers on lines 25 through 43 of column
cost center (e.g., salaries, interest, supplies, and on line 20.(C), Management and general, along with the
etc.). Using the reporting method described Colleges, universities, and primary andexpenses properly reportable in that column.
above avoids this problem. secondary schools are not required to list theSecond, allocate the total expenses for Note: The intent of the above instructions is names of individuals who were providedeach cost center to columns (B), (C), and (D) only to facilitate reporting indirect expenses by scholarships or other financial assistance(Program services, Management and general, both object classification and function. These whether they are the recipients of Federaland Fundraising) as a separate item entry on instructions do not permit the allocation to grant money or not. Instead, theseline 43, Other expenses. Enter the name of the other functions of expenses that should be organizations must (a) group each type ofcost center on line 43. If any of the cost reported as management and general financial aid provided; (b) indicate the numbercenter’s expenses are to be allocated to the expenses. of individuals who received the aid; and (c)expenses listed in Part I (such as the expenses specify the aggregate dollar amount.attributable to special events and activities), Line 22—Grants and allocations

enter these expenses as a negative figure in Line 23—Specific assistance toEnter the amount of awards and grants to
columns (A) and (C). This prevents reporting individualsindividuals and organizations selected by the
the same expense in both Parts I and II. If part filing organization. United Way and similar Enter the amount of payments to, or for the
of the total cost center expenses are to be fundraising organizations should include benefit of, particular clients or patients,
allocated to columns (B), Program services, allocations to member agencies. including assistance rendered by others at the
and (D), Fundraising, enter these expenses as expense of the filing organization. Do notReport voluntary awards and grants topositive amounts in these columns and as include grants to other organizations that selectaffiliated organizations for specific (restricted)single negative amounts in column (C), the person(s) to receive the assistancepurposes or projects also on line 22, but notManagement and general. Do not make any available through the use of the grant funds.required payments to affiliates reportable onentries in column (A), Total, for these offsetting For example, report a payment to a hospital toline 16.entries. cover the medical expenses of a particular

Report scholarship, fellowship, and individual on line 23, but do not report aExample. An organization reports in column
research grants to individuals on line 22. contribution to a hospital to provide some(C) $50,000 of its actual management and
Certain other payments to, or for the benefit of, service to the general public or to unspecifiedgeneral expenses and $100,000 of expenses
individuals may be reportable on line 23 charity patients on this line. Also, do notof an indirect cost center that are allocable in
instead. See the instructions for line 23 for include scholarship, fellowship, or researchpart to other functions. The total of lines 25
details. grants to individuals even though selected bythrough 43 of column (C) would be $150,000

Report only the amount of actual grants and the grantor organization. Report these grantsbefore the indirect cost center allocations were
awards on line 22. Report expenses incurred in on line 22 instead.made. Assume that $10,000 (of the $100,000
selecting recipients, or monitoring compliancetotal expenses of the cost center) was Attached schedule. Attach a schedule
with the terms of a grant or award, on lines 25allocable to fundraising; $70,000 to various showing the total payments for each particular
through 43.program services; $15,000 to management class of activity, such as food, shelter, and

and general functions; and $5,000 to special clothing for indigents or disaster victims;In the spaces provided, give separate totals
events and activities. To report this in Part II medical, dental, and hospital fees and charges;for cash and noncash grants and allocations
under this alternate method: and direct cash assistance to indigents. Formade. Cash grants include only grants and

payments to indigent families, do not identifyallocations paid by cash, checks, money1. Indicate the cost center, the expenses of
the individuals.orders, wire transfers, and other chargeswhich are being allocated, on line 43, as

against funds on deposit at a financial“Allocation of (specify) expenses”; Line 24—Benefits paid to or forinstitution.2. Enter a decrease of $5,000 on the same membersline in the column (A), Total, representing the Reporting for line 22, in accordance with For an organization that provides benefits tospecial event expenses that were already SFAS 116, is acceptable for Form 990 members or dependents (such asreported on line 9b in Part I; purposes, but not required by IRS. However, organizations exempt under section 501(c)(8),3. Enter $70,000 on the same line in see General Instruction E. (9), or (17)), attach a schedule. Show amountscolumn (B), Program services;
An organization that makes a grant to be of: (a) death, sickness, hospitalization, or4. Enter $10,000 on the same line in

paid in future years should, according to SFAS disability benefits; (b) unemploymentcolumn (D), Fundraising; and
116, report the grant’s present value on line 22. compensation benefits; and (c) other benefits5. Enter a decrease of $85,000 on the
Accruals of present value increments to the (state their nature). Do not report the cost ofsame line in column (C), Management and
unpaid grant should also be reported on line 22 employment-related benefits the organizationgeneral, to represent the allocations to
in future years. provides its officers and employees on this line.functional areas other than management and

Report those expenses on lines 27 and 28.Attached schedule. Attach a schedule ofgeneral.
amounts reported on line 22. Any grants or Line 25—Compensation of officers,allocations reported on line 22 that wereLine (A) (B) (C) (D) directors, etc.approved during the year, but not paid by the

25 – 43a . . . . . . $150,000 $ — $150,000 $ — Enter the total compensation paid to officers,due date for filing Form 990 (including43b Allocation of
directors, trustees, and key employees for theextensions), must be identified and listedthe $100,000
year. In Part V, give the name andindirect cost center separately in the schedule for line 22. Show on

expenses reported compensation (if any) of each officer, director,the schedule: (a) each class of activity; (b)
in (C) . . . . . . . (5,000) 70,000 (85,000) 10,000 trustee, and key employee, along with thegrantee’s name, address, and the amount
44 . . . . . . . . . $145,000 $ 70,000 $ 65,000 $ 10,000 other information requested. If nogiven; and (c) (in the case of grants to

compensation was paid, enter zero. See theindividuals) relationship of grantee if related byAfter making these allocations, the column
Part V instructions for a definition of “keyblood, marriage, adoption, or employment(C) total (line 44, column (C)) would be
employee.”(including employees’ children) to any person$65,000, consisting of the $50,000 actual

or corporation with an interest in the Form 941 must be filed to report income taxmanagement and general expense amount
organization, such as a creator, donor, director, withholding and social security and Medicareand the $15,000 allocation of the aggregate
trustee, officer, etc. taxes. The organization must also file Formcost center expenses to management and

940 to report Federal unemployment taxesgeneral. On the schedule, classify activities in more
unless the organization is not subject to thesedetail than in such broad terms as charitable,The above is an example of a one-step taxes. See Pub.15 (Circular E) for details. Seeeducational, religious, or scientific. Forallocation that shows how to report the also the discussion of the Trust Fund Recoveryexample, identify payments for nursingallocation in Part II. This reporting method Penalty given in General Instruction D.services, laboratory construction, orwould actually be needed more for multiple

fellowships.step allocations involving two or more cost Line 26—Other salaries and wages
centers. The total expenses of the first would If property other than cash is given, also Enter the total of employees’ salaries not
be allocated to the other functions, including an show on the schedule: (a) a description of the reported on line 25.
allocation of part of these expenses to the property; (b) its book value and how the book

Line 27—Pension plan contributionssecond cost center. The expenses of the value was determined; (c) its fair market value
second cost center would then be allocated to and how the fair market value was determined; Enter the employer’s share of contributions to
other functions and any remaining cost centers (d) the date of the gift. If the fair market value qualified and nonqualified pension plans for the
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year. Complete Form 5500 for the are included on line 36. Do not subtract rental For an explanation of acceptable methods
organization’s plan and file as a separate for computing depreciation, see Pub. 946.income received from renting or subletting
return. If the organization has more than one rented space from the amount reported for
plan, complete a form for each plan. File the If the organization claims a deduction foroccupancy expense on line 36. If the activities
form by the last day of the 7th month after the depletion, attach a schedule explaining theof the organization’s tenant are related to the
plan year ends. See General Instruction D for a deduction.reporting organization’s exempt purpose,
discussion of Form 5500. report rental income as program-service

Line 43—Other expensesrevenue and allocable occupancy expenses onLine 28—Other employee benefits
line 36. However, if the tenant’s activities are Show the type and amount of each significant

Enter the organization’s contributions to not program related, report such rental income expense for which a separate line is notemployee benefit programs (such as on line 6a and related rental expenses on line provided. Report all other miscellaneousinsurance, health, and welfare programs) that 6b. expenses as a single total. Expenses thatare not an incidental part of a pension plan
might be reported here include investmentincluded on line 27. Report expenses for Do not include, as an occupancy expense, counseling and other professional fees, butemployee events such as a picnic or holiday depreciation (reportable on line 42) or any not professional fundraising fees, accountingparty on line 28.

salaries of the reporting organization’s own fees, or legal fees. These are reportable on
employees (reportable on line 26). lines 30 through 32.Line 29—Payroll taxes

Enter the amount of Federal, state, and local
Other expenses includible on line 43 are:Line 37—Equipment rental andpayroll taxes for the year but only those taxes

penalties, fines, and judgments; unrelatedmaintenancethat are imposed on the organization as an
business income taxes; insurance and realemployer. This includes the employer’s share Enter the cost of renting and maintaining office
estate taxes not attributable to rental propertyof social security and Medicare taxes, the equipment and other equipment, except for
or reported as occupancy expenses; and anyFederal unemployment tax (FUTA), state automobile and truck expenses reportable on
marketing and distribution costs not includedunemployment compensation taxes, and other lines 35 and 39.
on other lines of Part II. Attach a schedule ifstate and local payroll taxes. Do not include
more space is needed.taxes withheld from employees’ salaries and Line 38—Printing and publicationspaid to the various governmental units such as

Enter the printing and related costs of State reporting—miscellaneous expenses.Federal and state income taxes and the
producing the reporting organization’s own Some states that accept Form 990, or Formemployees’ shares of social security and
newsletters, leaflets, films, and other 990-EZ, in satisfaction of their filingMedicare taxes.
informational materials on this line. Also requirements may require that certain types of

Line 30—Professional fundraising include the cost of any purchased publications. miscellaneous expenses be itemized
However, do not include any expenses, suchfees regardless of amount. See General Instruction
as salaries or postage, for which a separate E.Enter the organization’s fees to outside
line is provided in Part II.fundraisers who are paid primarily for

solicitation campaigns they conducted or for Line 44—Total functional expenses
consultation services connected with a Line 39—Travel Add lines 22 through 43 and enter the totals on
solicitation of contributions by the organization Enter the total travel expenses, including trans- line 44 in columns (A), (B), (C), and (D). Report
itself. portation costs (fares, mileage allowances, and the total amounts for columns (B), (C), and (D)

automobile expenses), meals and lodging, and in Part I, lines 13 through 15.Line 31—Accounting fees
per diem payments.

Enter the total accounting and auditing fees Reporting of joint costscharged by outside firms and individuals who Line 40—Conferences, conventions, Organizations that included in program serviceare not employees of the reporting
and meetings expenses (column (B) of Part II) any joint costsorganization.

from a combined educational campaign andEnter the total expenses incurred by the
Line 32—Legal fees fundraising solicitation must disclose how theorganization in conducting meetings related to

total joint costs of all such combined activitiesits activities. Include such expenses as theEnter the total legal fees charged by outside
were reported in Part II. Organizationsrental of facilities, speakers’ fees andfirms and individuals who are not employees of
answering “Yes” to the joint-cost questionthe reporting organization. Do not include any expenses, and printed materials. Include the
following line 44 must furnish the relevantpenalties, fines, or judgments imposed against registration fees (but not travel expenses) paid

the organization as a result of legal financial data in the spaces provided.for sending any of the organization’s staff to
proceedings. Report those expenses on line conferences, meetings, or conventions

An organization conducts a combined43, Other expenses. conducted by other organizations. However, do
educational campaign and fundraisingnot include on this line the salaries and travelLine 33—Supplies solicitation when it solicits contributions (byexpenses of the reporting organization’s own
mail, telephone, broadcast media, or any otherEnter the total for office, classroom, medical, officers, directors, trustees, and employees

and other supplies used during the year, as means) and includes, with the solicitation,who participate.
determined by the organization’s normal educational material or other information that
method of accounting for supplies. furthers a bona fide nonfundraising exemptLine 41—Interest

purpose of the organization.Enter the total interest expense for the year.Line 34—Telephone
Do not include any interest attributable to rentalEnter the total telephone, telegram, and similar Expenses attributable to providing
property (reportable on line 6b) or anyexpenses for the year. information regarding the organization itself, its
mortgage interest treated as occupancy use of past contributions, or its planned use of
expense on line 36.Line 35—Postage and shipping contributions received are not program service

Enter the total amount of postage, parcel expenses and should not be included in
Line 42—Depreciation, depletion, etc.delivery, trucking, and other delivery expenses, column (B). This is true whether or not the

including the cost of shipping materials. Include If the organization records depreciation, organization accounts for joint costs in
the costs of outside mailing services on this depletion, and similar expenses, enter the total accordance with the AICPA’s Statement of
line. for the year. Include any depreciation Position 98-2, Accounting for Costs of

(amortization) of leasehold improvements. The Materials and Activities of Not-for-ProfitLine 36—Occupancy organization is not required to use the Modified Organizations and State and Local
Enter the total amount paid or incurred for the Accelerated Cost Recovery System (MACRS) Government Entities that Include Fund Raising.
use of office space or other facilities, heat, to compute the depreciation reported on Form Any method of allocating joint costs to program
light, power, and other utilities (other than 990 or Form 990-EZ. If the organization service expenses must be reasonable under
telephone expenses reported on line 34), records depreciation using MACRS, attach the facts and circumstances of each case.
outside janitorial services, mortgage interest, Form 4562, or a schedule showing the same Most states with reporting requirements forproperty insurance, real estate taxes, and information required by Form 4562. If the charitable and other organizations that solicitsimilar expenses. organization does not use MACRS, attach a contributions either require or allow the

schedule showing how depreciation was reporting of joint costs according to StatementOccupancy expenses paid or incurred for
computed.program-related income, reportable on line 2, of Position 98-2 standards.
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may report the present value of the grants
5 The organization may show thePart III—Statement of Program receivable as of each balance sheet date.

amount of any donated services, orService Accomplishments Line 50—Receivables from officers,use of materials, equipment, or
A program service is a major (usually ongoing) directors, trustees, and key employeesfacilities it received or utilized in
objective of an organization, such as connection with a specific program Report all receivables due from officers,adoptions, recreation for the elderly, service. directors, trustees, and key employees, and allrehabilitation, or publication of journals or secured and unsecured loans to such persons,newsletters. •  Disclose the applicable amounts on line 50 and in an attached schedule

of any donated services, etc., on discussed below. Report interest from such
the lines for the narrativeStep Action receivables on line 11. For a definition of “key
description of the appropriate employee,” see the instructions in Part V.
program service.1 State the organization’s primary When receivables should be reported

exempt purpose. separately. In the required schedule, report• Do not include these amounts in
each receivable separately even if more thanthe expense column in Part III.
one loan was made to the same person or the2 All organizations must describe their •  See the instructions for line 82. same terms apply to all loans. Report salaryexempt purpose achievements for
advances, and other advances for the personaleach of their four largest program
use and benefit of the recipient, andservices (as measured by total receivables subject to special terms, or arisingPart IV—Balance Sheetsexpenses incurred). If there were four from nontypical transactions, as separate loansAll organizations, except those that meet oneor fewer of such activities, describe for each officer, director, trustee, and keyof the exceptions in General Instruction F, musteach program service activity. employee.complete all of Part IV and may not submit a

•  Describe program service When receivables should be reported as asubstitute balance sheet. Failure to complete
single total. In the required schedule, reportaccomplishments through Part IV may result in penalties for filing an
receivables that are subject to the same termsmeasurements such as clients incomplete return. See General Instruction K. If
and conditions (including credit limits and rateserved, days of care, therapy there is no amount to report in column (A),
of interest) as receivables due from the generalBeginning of year, place a zero in that column.sessions, or publications issued.
public (occurring in the normal course of the

See General Instruction E for details on•  Describe the activity’s objective, organization’s operations) as a single total for
completing a Form 990, or Form 990-EZ, to befor both this time period and the all the officers, directors, trustees, and key
filed with any state or local governmentallonger-term goal, if the output is employees. Report travel advances for official
agency.intangible, such as in a research business of the organization as a single total.

When a schedule is required to be attachedactivity. Schedule format. For each outstanding loan,
for any line item in Part IV, it is only for the or other receivable that must be reported•  Give reasonable estimates for any end-of-year balance sheet figure reported in separately, the attached schedule should showstatistical information if exact column (B). Give the end-of-year figures for the following information (preferably infigures are not readily available. any receivables or depreciable assets and the columnar form):

Indicate that this information is related allowances for doubtful accounts or 1. Borrower’s name and title,estimated. accumulated depreciation reported within the 2. Original amount,description column.•  Be clear, concise, and complete in 3. Balance due,
4. Date of note,your description. Avoid adding an Line 45—Cash—non-interest-bearing
5. Maturity date,attachment. Enter the total of non-interest-bearing checking 6. Repayment terms,accounts, deposits in transit, change funds, 7. Interest rate,3 If part of the total expenses of any petty cash funds, or any other 8. Security provided by the borrower,program service consists of grants non-interest-bearing account. Do not include 9. Purpose of the loan, andadvances to employees or officers orand allocations reported on line 22, 10. Description and fair market value of therefundable deposits paid to suppliers or others.show the amount of grants and consideration furnished by the lender (e.g.,

allocations in the space provided and cash—$1,000; or 100 shares of XYZ, Inc.,Line 46—Savings and temporary cash
include the grants and allocations in common stock—$9,000).investmentsthe “Expenses” column.

Enter the total of interest-bearing checking The above detail is not required for
•  Section 501(c)(3) and (4) accounts, savings and temporary cash receivables or travel advances that may be
organizations, and section investments, such as money market funds, reported as a single total. However, report and
4947(a)(1) nonexempt charitable commercial paper, certificates of deposit, and identify those totals separately on the

U.S. Treasury bills or other governmentaltrusts, must  show the amount of attachment.
obligations that mature in less than 1 year.grants and allocations to others and Line 51—Other notes and loansReport the income from these investments onmust enter the total expenses for receivableline 4.each program service reported.

Enter the combined total of notes receivable
Line 47—Accounts receivable•  For all other organizations, and net loans receivable. For notes and loans

completing the “Expenses” column Enter the total accounts receivable (reduced by that represent program-related investments
the allowance for doubtful accounts) from the (defined in the line 2 instructions), report the(and the “Grants and allocations”
sale of goods and/or the performance of interest income on line 2. For all other notesentry) in Part III is optional.
services. Report claims against vendors or and loans receivable included on line 51, report
refundable deposits with suppliers or others the income on line 11.4 Attach a schedule that lists the
here, if not significant in amount. Otherwise, Notes receivable. Enter the amount of allorganization’s other program services.
report them on line 58, Other assets. Report notes receivable not listed on line 50 and not

•  The detailed information required any receivables due from officers, directors, acquired as investments. Attach a schedule
trustees, or key employees on line 50. Reportfor the four largest services is not similar to that called for in the instructions for
receivables (including loans and advances)necessary for this schedule. line 50. The schedule should also identify the
due from other employees on line 58. relationship of the borrower to any officer,•  Section 501(c)(3) and (4) director, trustee, or key employee of theLine 48—Pledges receivableorganizations, and section organization.

4947(a)(1) nonexempt charitable Enter the total pledges receivable recorded as
Notes receivable from loans by a credittrusts, however, must show the of the beginning and end of the year. Do not

union to its members and scholarship loans byinclude the amount of pledges estimated to beexpenses attributable to their
a section 501(c)(3) organization do not have touncollectible.program services. be itemized. However, identify these loans as
such on a schedule and indicate the totalLine 49—Grants receivable
amount of such loans that are outstanding.Enter the total grants receivable from

governmental agencies, foundations, and other For a note receivable from another
organizations as of the beginning and end of organization exempt under the same
the year. Organizations that follow SFAS 116 paragraph of section 501(c) as the filing
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organization, list only the name of the borrower organization), and, if so, state the percentageLine 57—Land, buildings, and
and the balance due. For example, a section of space used by the third party.equipment
501(c)(3) organization would have to provide If the tax-exempt bond or obligation is in theEnter the book value (cost or other basis less
the full details of a loan to a section 501(c)(4) form of a mortgage, include the amount of theaccumulated depreciation) of all land,
organization but would have to provide only the mortgage on line 64a, and not on line 64b. Forbuildings, and equipment owned by the
name of the borrower and the balance due on such mortgage, include in the above listing, theorganization and not held for investment. This
a note from a loan to another section 501(c)(3) maturity date of the debt, repayment terms,includes any property, plant, and equipment
organization. interest rate, and any security provided by theowned and used by the organization in

organization.Loans receivable. Enter the gross amount of conducting its exempt activities. Attach a
loans receivable, less the allowance for schedule listing these fixed assets held at the Line 64a does not, however, refer to
doubtful accounts, from the normal activities of end of the year and showing, for each item or situations where the organization only has a
the filing organization such as loans by a credit category listed, the cost or other basis, contingent liability, as it would if it were a
union to its members or scholarship loans by a accumulated depreciation, and book value. guarantor of tax-exempt bonds issued by a
section 501(c)(3) organization. A schedule of related entity. Contingent liabilities, such asLine 58—Other assetsthese loans is not required. those that arise from guarantees, should be

List and show the book value of each category included as an entry in the separately attachedReport loans to officers, directors, trustees,
of assets not reportable on lines 45 through 57. schedule required for line 64a.and key employees on line 50. Report loans to
Attach a separate schedule if more space isother employees on line 58. Line 64b—Mortgages and other notesneeded.

payableLine 52—Inventories for sale or use One type of asset reportable on line 58 is
Enter the amount of mortgages and otherEnter the amount of materials, goods, and program-related investments. These are
notes payable at the beginning and end of thesupplies purchased, manufactured by the investments made primarily to accomplish an
year. Attach a schedule showing, as of the endorganization, or donated and held for future exempt purpose of the filing organization rather
of the year, the total amount of all mortgagessale or use. than to produce income.
payable and, for each nonmortgage note

Line 53—Prepaid expenses and payable, the name of the lender and the otherLine 59—Total assets
deferred charges information specified in items 2 through 10 ofEnter the total of lines 45 through 58. The
Enter the amount of short-term and long-term the instructions for line 50. The scheduleamounts on line 59 must equal the amounts on
prepayments of expenses attributable to one or should also identify the relationship of theline 74 for both the beginning and end of the
more future accounting periods. Examples lender to any officer, director, trustee, or keyyear.
include prepayments of rent, insurance, and employee of the organization.

Line 60—Accounts payable andpension costs, and expenses incurred for a Line 65—Other liabilitiessolicitation campaign of a future accounting accrued expenses
List and show the amount of each liability notperiod. Enter the total of accounts payable to suppliers reportable on lines 60 through 65. Attach aand others and accrued expenses, such asLine 54—Investments—securities separate schedule if more space is needed.salaries payable, accrued payroll taxes, andEnter the book value, which may be market Lines 67 through 69—Net assetsinterest payable.value, of securities held as investments. Check
The Financial Accounting Standards Boardthe appropriate box to indicate whether the Line 61—Grants payable issued Financial Statements of Not-for-Profitsecurities are reported at cost or fair market Enter the unpaid portion of grants and awards Organizations (SFAS 117). SFAS 117 providesvalue. When valuing securities at fair market that the organization has made a commitment standards for external financial statementsvalue, use commonly accepted valuation to pay other organizations or individuals, certified by an independent accountant formethods. (See Regulations section 20.2031-2.) whether or not the commitments have been certain types of nonprofit organizations. SFASAttach a schedule that lists the securities held communicated to the grantees. 117 does not apply to credit unions, voluntaryat the end of the year. Indicate whether the
employees’ beneficiary associations,securities are listed at cost (including the value Line 62—Deferred revenue
supplemental unemployment benefit trusts,recorded at the time of receipt in the case of Include revenue that the organization has section 501(c)(12) cooperatives, and otherdonated securities) or end-of-year market received but not yet earned as of the balance member benefit or mutual benefitvalue. Debt securities of the U.S., state, and sheet date under its method of accounting. organizations.municipal governments, corporate stocks and

bonds, and other publicly traded securities While some states may require reporting inLine 63—Loans from officers,
(defined in the instructions for line 8) do not accordance with SFAS 117, IRS does not (seedirectors, trustees, and key employees
have to be listed individually, except for stock General Instruction E). However, a Form 990,Enter the unpaid balance of loans received
holdings that represent 5% or more of the or Form 990-EZ, return prepared infrom officers, directors, trustees, and key
outstanding shares of stock of the same class. accordance with SFAS 117 will be acceptableemployees. See the instructions for Part V for
However, show separate totals for each type of to IRS.the definition of “key employee.” For loans
security (U.S. Government obligations, Organizations that follow SFAS 117. If theoutstanding at the end of the year, attach a
corporate stocks, etc.). Do not include amounts organization follows SFAS 117, check the boxschedule that shows, for each loan, the name
reported on line 46. Report dividends and above line 67. Classify and report net assets inand title of the lender and the information
interest from these securities on line 5. three groups—unrestricted, temporarilyspecified in items 2 through 10 of the

restricted, and permanently restricted—basedinstructions for line 50.Line 55—Investments—land,
on the existence or absence of donor-imposedbuildings, and equipment Line 64a—Tax-exempt bond liabilities restrictions and the nature of those restrictions.

Enter the book value (cost or other basis less Show the sum of the three classes of netEnter the amount of tax-exempt bonds (or
accumulated depreciation) of all land, assets on line 73. On line 74, add the amountsother obligations) issued by the organization on
buildings, and equipment held for investment on lines 66 and 73 to show total liabilities andbehalf of a state or local governmental unit, or
purposes, such as rental properties. Attach a net assets. This figure should be the same asby a state or local governmental unit on behalf
schedule listing these fixed assets held as the figure for Total assets on line 59.of the organization, and for which the
investments at the end of the year. Show for organization has a direct or indirect liability. Line 67—Unrestrictedeach item or category listed, the cost or other Tax-exempt bonds include state or local bonds
basis, accumulated depreciation, and book Enter the balances per books of theand any obligations, including direct borrowing
value. Report the income from these assets on unrestricted class of net assets. Unrestrictedfrom a lender, or certificates of participation,
line 6a. net assets are neither permanently restrictedthe interest on which is excluded from the

nor temporarily restricted by donor-imposedincome of the recipient for Federal income taxLine 56—Investments—other stipulations. All funds without donor-imposedpurposes under section 103.Enter the amount of all other investment restrictions must be classified as unrestricted,
holdings not reported on line 54 or 55. Attach a For all such bonds and obligations regardless of the existence of any board
schedule listing and describing each of these outstanding at any time during the year, attach designations or appropriations.
investments held at the end of the year. Show a schedule showing for each separate issue:

Line 68—Temporarily restrictedthe book value for each and indicate whether (a) the purpose of the issue; (b) the amount of
the investment is listed at cost or end-of-year the issue outstanding; and (c) the unexpended Enter the balance per books for the temporarily
market value. Report the income from these bond proceeds, if any. Also indicate whether restricted class of net assets. Donors’
assets on line 7. Do not include any portion of any bond-financed facility was temporary restrictions may require that
program-related investments. See the used by a third party (other than a resources be used in a later period or after a
instructions for line 58. governmental unit or section 501(c)(3) specified date (time restrictions), or that
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resources be used for a specified purpose officers, directors, or trustees. The term
Parts IV-A and IV-B—(purpose restrictions), or both. includes the chief management and

administrative officials of an organization (suchReconciliation StatementsLine 69—Permanently restricted as an executive director or chancellor) butUse these reconciliation statements toEnter the total of the balances for the does not include the heads of separatereconcile the differences between the revenuepermanently restricted class of net assets. departments or smaller units within anand expenses shown on the organization’sPermanently restricted net assets are (a) organization.audited financial statements prepared inassets, such as land or works of art, donated
accordance with SFAS 117 and the revenue A chief financial officer and the officer inwith stipulations that they be used for a
and expenses shown on the organization’s charge of administration or program operationsspecified purpose, be preserved, and not be
Form 990. are both key employees if they have thesold or (b) assets donated with stipulations that

authority to control the organization’s activities,If the organization did not receive anthey be invested to provide a permanent
its finances, or both. The “heads of separateaudited financial statement for 2002 (or thesource of income. The latter result from gifts
departments” reference applies to personsfiscal year for which it is completing this Formand bequests that create permanent
such as the head of the radiology department990) and prepared the return in accordanceendowment funds.
or coronary care unit of a hospital or the headwith SFAS 117, it does not need to completeOrganizations that do not follow SFAS 117. of the chemistry, history, or English departmentParts IV-A or IV-B and should instead enterIf the organization does not follow SFAS 117, at a college. These persons are managers“N/A” on line a of each Part.check the box above line 70 and report within their specific areas but not for theThese two Parts do not have to beaccount balances on lines 70 through 72. organization as a whole and, therefore, are notcompleted on group returns.Report net assets or fund balances on line 73. key employees.

Complete line 74 to report the sum of the total On line d(1) of Parts IV-A and IV-B, include
liabilities and net assets. only those investment expenses netted against Column (B)

investment income in the revenue portion ofSome states that accept Form 990, or Form In column (B), a numerical estimate of the
the organization’s audited financial statements.990-EZ, as their basic reporting form may average hours per week devoted to the
Do not include program-related investmentrequire a separate statement of changes in net position is required for a complete answer.
expenses or other expenses reported asassets/fund balances. See General Instruction Statements such as “as needed,” “as required,”
program service expenses in the auditedE. or “40+” are unacceptable.
statement of activities.

Line 70—Capital stock, trust principal, Column (C)
or current funds For each person listed, report salary, fees,Part V—List of Officers, Directors,For corporations, enter the balance per books bonuses, and severance payments paid.Trustees, and Key Employeesfor capital stock accounts. Show par or stated Include current-year payments of amounts
value (or for stock with no par or stated value, List each person who was an officer, director, reported or reportable as deferred
total amount received upon issuance) of all trustee, or key employee (defined below) of the compensation in any prior year.
classes of stock issued and, as yet, organization or disregarded entity described in

Column (D)uncancelled. For trusts, enter the amount in the Regulations sections 301.7701-1 through
trust principal or corpus account. For 301.7701-3 at any time during the year even if Include in this column all forms of deferred
organizations continuing to use the fund they did not receive any compensation from compensation and future severance payments
method of accounting, enter the fund balances the organization. (whether or not funded; whether or not vested;
for the organization’s current restricted and and whether or not the deferred compensationEnter a zero in columns (B), (C), (D), or (E)
unrestricted funds. plan is a qualified plan under section 401(a)).if no hours were entered in column (B) and no

Include also payments to welfare benefit planscompensation, contributions, expenses andLine 71—Paid-in or capital surplus, or
on behalf of the officers, etc. Such plansother allowances were paid during theland, bldg., and equipment fund provide benefits such as medical, dental, lifereporting year, or deferred for payment to a

Enter the balance per books for all paid-in insurance, severance pay, disability, etc.future accounting period.
capital in excess of par or stated value for all Reasonable estimates may be used if preciseAid in the processing of your return bystock issued and uncancelled. If stockholders cost figures are not readily available.grouping together, preferably at the end of youror others gave donations that the organization

list, those who received no compensation. Be Unless the amounts were reported inrecords as paid-in capital, include them here.
careful not to repeat names. column (C), report, as deferred compensationReport any current-year donations you

in column (D), salaries and other compensationGive the preferred address at whichincluded on line 71 in Part I, line 1. Enter the
earned during the period covered by the return,officers, etc., want the Internal Revenuefund balance for the land, building, and
but not yet paid by the date the organizationService to contact them.equipment fund on this line.
files its return.Use an attachment if there are moreLine 72—Retained earnings or

persons to list in Part V. Column (E)accumulated income, endowment, or
Show all forms of cash and noncash Enter both taxable and nontaxable fringeother funds

compensation received by each listed officer, benefits (other than de minimis fringe benefitsFor corporations, enter the balance in the etc., whether paid currently or deferred. described in section 132(e)). Include expenseretained earnings, or similar account, minus
allowances or reimbursements that theIf you pay any other person, such as athe cost of any corporate treasury stock. For
recipients must report as income on theirmanagement services company, for thetrusts, enter the balance per books in the
separate income tax returns. Examples includeservices provided by any of your officers,accumulated income or similar account. For
amounts for which the recipient did not accountdirectors, trustees, or key employees, reportthose organizations using fund accounting,
to the organization or allowances that werethe compensation and other items in Part V asenter the total of the fund balances for the
more than the payee spent on serving theif you had paid the officers, etc., directly.permanent and term endowment funds as well
organization. Include payments made underas balances of any other funds not reported on A failure to fully complete Part V can
indemnification arrangements, the value of thelines 70 and 71. subject both the organization and the
personal use of housing, automobiles, or otherindividuals responsible for such failure toLine 73—Total net assets or fund assets owned or leased by the organization (orpenalties for filing an incomplete return. See

balances provided for the organization’s use withoutGeneral Instruction K. In particular, entering
charge), as well as any other taxable andFor organizations that follow SFAS 117, enter the phrase on Part V, “Information available
nontaxable fringe benefits. See Pub. 525 forthe total of lines 67 through 69. For all other upon request,” or a similar phrase, is not
more information.organizations, enter the total of lines 70 acceptable.

through 72. Enter the beginning-of-the-year The organization may also provide an Line 75—Compensation from relatedfigure on line 73, column (A), in Part I, line 19. attachment to explain the entire 2002 organizationsThe end-of-the-year figure on line 73, column compensation package for any person listed in Answer “Yes” to this question if any officer,(B) must agree with the figure on line 21 of Part V. director, trustee, or key employee receivedPart I.
Each person listed in Part V should report total compensation of more than $100,000

Line 74—Total liabilities and net the listed compensation on his or her income from your organization and all related
tax return unless the Code specificallyassets/fund balances organizations (as defined below) and more
excludes any of the payments from income tax.Enter the total of lines 66 and 73. This amount than $10,000 of this compensation was
See Pub. 525 for details.must equal the amount for total assets reported provided by the related organization. For this

on line 59 for both the beginning and end of the A “key employee” is any person having purpose, “compensation” includes any amount
year. responsibilities or powers similar to those of that would be reportable in column (C), (D), or
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(E) of Part V if provided by the filing also complete and attach a Schedule A (Form termination, etc., with all amendments or
organization. 990 or 990-EZ) to their Form 990 or Form supplements not already filed. In addition,

990-EZ. See General Instruction D for attach a schedule listing the names andReport any compensation paid by a related
information on Schedule A (Form 990 or addresses of all persons who received theorganization for only that period where a
990-EZ). assets distributed in liquidation or termination,control or other relationship existed between • Answer “Yes,” “No,” or “N/A” to each the kinds of assets distributed to each one, andthe organizations. Report compensation paid
question. each asset’s fair market value.by a related organization in the same period

A “substantial contraction” is a partial(calendar or fiscal year) as compensation paid Line 76—Change in activities
liquidation or other major disposition of assetsby the Form 990 filer. Attach a statement to explain any significant
except transfers for full consideration orOrganizations answering “Yes” must attach changes in the kind of activities the
distributions from current income.a schedule that lists, for each officer, director, organization conducts to further its exempt

A “major disposition of assets” means anytrustee, or key employee receiving such purpose. Include new or modified activities not
disposition for the tax year that is:compensation, the name and EIN of each listed as current or planned in the

related organization that provided the organization’s application for recognition of 1. At least 25% of the fair market value of
compensation and the amount each provided. exemption, or not yet reported to the IRS by a the organization’s net assets at the beginning
Use the same format as required by columns letter to its Director EO Examination or by an of the tax year; or
(C) through (E) of Part V. attachment to the organization’s return for any 2. One of a series of related dispositions

earlier year. Also include any major program begun in earlier years that add up to at leastProviding information on compensation
activities that are being discontinued. 25% of the net assets the organization had atreceived from related organizations does not

the beginning of the tax year when the firstviolate the disclosure provisions of section Line 77—Changes in organizing or
disposition in the series was made. Whether a7216(a). See also section 6033(a)(1). governing documents major disposition of assets took place throughA “related organization” is any entity Attach a conformed copy of any changes to the a series of related dispositions depends on the(whether tax-exempt or taxable) that the filing articles of incorporation, or association, facts in each case.organization directly or indirectly owns or constitution, trust instrument, or other

controls, or that directly or indirectly owns or See Regulations section 1.6043-3 fororganizing document, or to the bylaws or other
controls the filing organization. For example, if special rules and exceptions.governing document.
Organization A owns 90% of B, and B owns

A “conformed” copy is one that agrees with Line 80—Relation to other80% of C, then A would directly own 90% of B
the original document and all amendments to organizationsand indirectly own 72% (90% of 80%) of C.
it. If the copies are not signed, they must be Answer “Yes” if most (more than 50%) of the“Owns” means holding (directly or accompanied by a written declaration signed organization’s governing body, officers,indirectly) 50% or more of the voting by an officer authorized to sign for the directors, trustees, or membership are alsomembership rights, voting stock, profits organization, certifying that they are complete officers, directors, trustees, or members of anyinterest, or beneficial interest. and accurate copies of the original documents. other organization.

“Control” means that: Photocopies of articles of incorporation Disregard any coincidental overlap of
showing the certification of an appropriate state1. Fifty percent (50%) or more of the filing membership with another organization; that is,
official do not have to be accompanied by suchorganization’s officers, directors, trustees, or when membership in one organization is not a
a declaration. See Rev. Proc. 68-14, 1968-1key employees are also officers, directors, condition of membership in another
C.B. 768, for details. When a number oftrustees, or key employees of the second organization. For example, assume that a
changes are made, attach a copy of the entireorganization being tested for control; majority of the members of a section 501(c)(4)
revised organizing instrument or governing2. The filing organization appoints 50% or civic organization also belong to a local
document.more of the officers, directors, trustees, or key chamber of commerce described in section

employees of the second organization; or However, if your exempt organization 501(c)(6). The civic organization should
3. Fifty percent (50%) or more of the filing changes its legal structure, such as from a trust answer “No” on line 80 if it does not require its

organization’s officers, directors, trustees, or to a corporation, you must file a new exemption members to belong to the chamber of
key employees are appointed by the second application to establish that the new legal entity commerce.
organization. qualifies for exemption. Also disregard affiliation with any statewide

Control exists if the 50% test is met by any or nationwide organization. Thus, the civicLine 78—Unrelated business income
one group of persons even if collectively the organization in the above example would stillPolitical organizations described in section 52750% test is not met. answer “No” on line 80 even if it belonged to aare not required to answer this question.

state or national federation of similarWhether or not any elements of ownership Check “Yes” on line 78a if the organizations. A local labor union whoseor control are present, a related organization organization’s total gross income from all of its members are also members of a national laboralso includes: unrelated trades and businesses is $1,000 or organization would answer “No” on line 80.• A supporting organization operated in more for the year. Gross income is the amountconnection with the filing organization where Line 81—Expenditures for politicalof gross receipts less the cost of goods sold.one of the purposes of the supporting See Pub. 598 for a description of unrelated purposesorganization is to benefit or further the business income and the Form 990-T filing Political organizations described in sectionpurposes of the filing organization; and requirements for section 501(c), (e), (f), (k), 527 are not required to answer this• A supported organization operated in and (n) organizations having such income. question.connection with the filing organization where Form 990-T is not a substitute for Form 990.one of the purposes of the filing organization is A political expenditure is one intended toReport on Form 990, or Form 990-EZ, items ofto benefit or further the purposes of the influence the selection, nomination, election, orincome and expense that are also reported onsupported organization. appointment of anyone to a Federal, state, orForm 990-T when the organization is requiredFor example, a hospital auxiliary that raises local public office, or office in a politicalto file both forms.funds for Hospital Y or coordinates the efforts organization, or the election of Presidential or
Note: All tax-exempt organizations must payof that hospital’s volunteer staff would be a Vice Presidential electors. It does not matter
estimated taxes with respect to their unrelatedsupporting organization of Hospital Y and, whether the attempt succeeds.
business income if they expect their tax liabilitythus, a related organization, even if the hospital An expenditure includes a payment,to be $500 or more. Use Form 990-W todoes not own or control the auxiliary. Hospital distribution, loan, advance, deposit, or gift ofcompute this tax.Y, in turn, would be a supported organization of money, or anything of value. It also includes a

the auxiliary. In any case where the $10,000 Line 79—Liquidation, dissolution, contract, promise, or agreement to make an
and $100,000 minimums were met, the expenditure, whether or not legallytermination, or substantial contraction
hospital must report (on an attachment to its enforceable.For a complete liquidation of a corporation orreturn) the compensation paid by the auxiliary

All section 501(c) organizations. An exempttermination of a trust, check the “Final return”to the officer, director, trustee, or key employee
organization that is not a political organizationbox in the heading on page 1 of the form. Ifof the hospital. The same reporting
must file Form 1120-POL if it is treated asthere was a liquidation, dissolution,requirement would apply to compensation paid
having political organization taxable incometermination, or substantial contraction, attach aby Hospital Y to an officer, etc., of the auxiliary.
under section 527(f)(1).statement explaining what took place.

On the attached statement, show whether If a section 501(c) organization establishes
Part VI—Other Information the assets have been distributed and the date and maintains a section 527(f)(3) separate
• Section 501(c)(3) organizations and section of distribution. Also attach a certified copy of segregated fund, it is the fund’s responsibility
4947(a)(1) nonexempt charitable trusts must any resolution, or plan of liquidation or to file its own Form 1120-POL if the fund meets
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the Form 1120-POL filing requirements. Do not fair rental value. If so, and if the organization’s 501(c)(4), but not section 501(c)(4) social
include the segregated fund’s receipts, records either show the amount and value of welfare organizations.
expenditures, and balance sheet items on the such items or give a clearly objective basis for

3. Labor unions and other laborForm 990, or Form 990-EZ, of the section an estimate, the organization may choose to
organizations described in section 501(c)(5),501(c) organization that establishes and enter this optional information on line 82b. The
but not section 501(c)(5) agricultural andmaintains the fund. When answering questions IRS does not require any organization to keep
horticultural organizations.81a and 81b on its Form 990, this section such records. However, do not include the

501(c) organization should disregard the value of such items in Part I or II, or in the
4. Section 501(c)(4), (5), and (6)political expenses and Form 1120-POL filing expense column in Part III. You may indicate

organizations that receive more than 90% ofrequirement of the segregated fund. the value of donated services or use of
their dues from:materials, equipment, or facilities in Part III in

a. Section 501(c)(3) organizations,the narrative description of program servicesHowever, when a section 501(c)
rendered. See the instructions for Part III.organization transfers its own funds, to a b. State or local governments,

separate segregated section 527(f)(3) fund for
c. Entities whose income is exempt fromuse as political expenses, the 501(c) Line 83—Public inspection

tax under section 115, ororganization must report the transferred funds requirements
as its own political expenses on its Form 990

Answer “Yes” only if the organization complied d. Organizations described in 1 through 3,or Form 990-EZ.
with its public inspection obligations described above.
in General Instruction M.

Section 501(c)(3) organizations. A section 5. Section 501(c)(4) and (5) organizations
501(c)(3) organization will lose its tax-exempt that receive more than 90% of their annual

Line 83b—Disclosure requirements forstatus if it engages in political activity. dues from:
quid pro quo contributions a. Persons,
See General Instruction L.A section 501(c)(3) organization must pay a

b. Families, orsection 4955 excise tax for any amount paid or
incurred on behalf of, or in opposition to, any Line 84a—Solicitations of c. Entities who each paid annual dues ofcandidate for public office. The organization $83 or less in 2002 (adjusted annually forcontributionsmust pay an additional excise tax if it fails to inflation). See Rev. Proc. 2001-59, 2001-52All organizations that qualify under sectioncorrect the expenditure timely. I.R.B. 623 (2001-2 C.B. 623).170(c) to receive contributions that are

deductible as charitable contributions for 6. Any organization that receives a privateA manager of a section 501(c)(3) Federal income tax purposes, enter “N/A.” See letter ruling from the IRS stating that theorganization who knowingly agrees to a General Instruction L. organization satisfies the section 6033(e)(3)political expenditure must pay a section 4955
exception.excise tax, unless the agreement is not willful

and there is reasonable cause. A manager who Line 85—Section 501(c)(4), (5), or (6)
7. Any organization that keeps records todoes not agree to a correction of the political organizations substantiate that 90% or more of its membersexpenditure may have to pay an additional

Reporting membership dues, lobbying, and cannot deduct their dues (or similar amounts)excise tax.
political expenses under section 6033(e). as business expenses whether or not any part
Only certain organizations that are tax-exempt of their dues are used for lobbying purposes.

When a section 501(c)(3) organization under:
promotes a candidate for public office (or is 8. Any organization that is not a
used or controlled by a candidate or membership organization.• Section 501(c)(4) (social welfare
prospective candidate), amounts paid or organizations),
incurred for the following purposes are political

• Section 501(c)(5) (agricultural and Note: Special rules treat affiliated socialexpenditures:
horticultural organizations), or welfare organizations, agricultural and• Remuneration to such individual (a

horticultural organizations, and businesscandidate or prospective candidate) for • Section 501(c)(6) (business leagues) leagues as parts of a single organization forspeeches or other services;
purposes of meeting the nondeductible dues• Travel expenses of such individual; are subject to (a) the section 6033(e) notice exception. See Rev. Proc. 98-19.• Expenses of conducting polls, surveys, or and reporting requirements, and (b) a potential Exception 2. Section 6033(e)(1) $2,000other studies, or preparing papers or other proxy tax. These organizations must report in-house lobbying exception. (Check “Yes”material for use by such individual; their total lobbying expenses, political for line 85b.) An organization satisfies theexpenses, and membership dues, or similar• Expenses of advertising, publicity, and $2,000 in-house lobbying exception if it:amounts, on line 85 of Form 990.fundraising for such individual; and

1. Did not receive a waiver for proxy tax• Any other expense that has the primary owed for the prior year.effect of promoting public recognition or Section 6033(e) notice and reporting
otherwise primarily accruing to the benefit of requirements and proxy tax. Section 6033(e) 2. Did not make any political or foreign
such individual. requires certain section 501(c)(4), (5), and (6) lobbying expenditures during the 2002

organizations to tell their members whatAn organization is effectively controlled by a reporting year,
portion of their membership dues werecandidate or prospective candidate only if such

3. Made lobbying expenses during theallocable to the political or lobbying activities ofindividual has a continuing, substantial
2002 reporting year consisting only of in-housethe organization. If an organization does notinvolvement in the day-to-day operations or
direct lobbying expenses totaling $2,000 orgive its members this information, then themanagement of the organization.
less, but excluding:organization is subject to a proxy tax. The tax

is reported on Form 990-T. a. Any allocable overhead expenses, andA determination of whether the primary
purpose of an organization is promoting the b. All direct lobbying expenses of any localHowever, if the organization meetscandidacy or prospective candidacy of an council regarding legislation of direct interest toException 1 or 2, it is excluded from theindividual for public office is made on the basis the organization or its members.notice, reporting, and proxy tax requirements ofof all the facts and circumstances. See section

section 6033(e). See also Rev. Proc. 98-19,4955 and Regulations section 53.4955.
1998-1 C.B. 547. Dues notices. An organization that checked

“No” for both lines 85a and 85b, and is thusUse Form 4720 to figure and report the
Exception 1. Section 6033(e)(3) exception responsible for reporting on line 85c throughexcise taxes.
for organizations whose dues are 85h, must send dues notices to its members at
nondeductible. (Check “Yes” for line 85a.) the time of assessment or payment of dues,

Line 82—Donated services or facilities unless the organization chooses to pay the1. All organizations exempt from tax under
Because Form 990, or Form 990-EZ, is open to proxy tax instead of informing its members ofsection 501(a), other than section 501(c)(4),
public inspection, you may want the return to the nondeductible portion of its dues. These(5), and (6) organizations.
show contributions the organization received in dues notices must reasonably estimate the
the form of donated services or the use of 2. Local associations of employees’ and dues allocable to the nondeductible lobbying
materials, equipment, or facilities at less than veterans’ organizations described in section and political expenditures reported on line 85d.
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IF . . . THEN . . . • The actions of a covered executive branch supporting a lobbying communication, even if
official through direct communication (e.g., not yet made.
President, Vice President, or cabinet-level A lobbying communication is anyThe organization’s The organization must:
officials, and their immediate deputies) communication with any member or employeelobbying and political (a) Allocate all
(sections 162(e)(1)(A) and (D)). of a legislative body, or any other governmentexpenses are more than membership dues to its

official participating in the formulation of theits membership dues for lobbying and political Reasonable methods of allocating costs to
legislation that:the year, activities, and direct lobbying activities include, but are not
• Refers to specific legislation and reflects a(b) Carry forward any limited to:
view on that legislation orexcess lobbying and • The ratio method,
• Provides support for views in a prior lobbyingpolitical expenses to the • The gross-up and alternative gross-up
communication.next tax year. methods, and

Purpose for engaging in an activity is• A method applying the principles of section
based on all the facts and circumstances. If an263A.The organization: The organization need
organization’s lobbying communication was for(a) Had only de minimis not disclose to its See Regulations sections 1.162-28 and
a lobbying and a nonlobbying purpose, thein-house expenses membership the 1.162-29 and the special rules and definitions
organization must make a reasonable($2,000 or less) and no allocation of dues, etc., for these allocation methods given below.
allocation of costs to influencing legislation.other nondeductible to its lobbying and An organization that is subject to the

lobbying or political political activities. Correction of prior year lobbying costs.lobbying disclosure rules of section 6033(e)
expenses; or If in a prior year, an organization treated costsmust also determine its total costs of:

incurred for a future lobbying communication• De minimis in-house lobbying,
as a lobbying cost to influence legislation, but• Grassroots lobbying, and(b) Paid a proxy tax,
after the organization filed a timely return, it• Political activities.instead of notifying its
appears the lobbying communication will notThere are no special rules related tomembers on the
be made under any foreseeable circumstance,determining these costs.allocation of dues to
the organization may apply these costs tolobbying and political All methods. For all the allocation
reduce its current year’s lobbying costs, but notexpenses*; or methods, include labor hours and costs of
below zero. The organization may carrypersonnel whose activities involve significant
forward any amount of the costs not used tojudgment with respect to lobbying activities(c) Established that reduce its current year’s lobbying costs to(lobbying personnel).substantially all of its subsequent years.

membership dues, etc., Example: Ratio method. X Organization
are not deductible by Special rules and definitions. incurred:
members, Ratio and gross-up methods. 1. 6,000 labor hours for all activities

2. 3,000 labor hours for lobbying activities1. May use even if volunteers conduct*(such as political campaign or grassroots lobbying
(three employees)activities.expenses)

3. $300,000 for operational costs2. May disregard labor hours and costs of
4. No third-party lobbying costsclerical or support personnel (other than

Members of the organization cannot take a lobbying personnel) under the ratio method.
trade or business expense deduction on their

X Organization allocated its lobbying costs astax returns for the portion of their dues, etc., Alternative gross-up method.
follows:allocable to the organization’s lobbying and • Disregard labor hours and

political activities. • Costs of clerical or support personnel (other Lobbying
than lobbying personnel). labor hrs.Proxy tax.

3,000 × $300,000 + 0 = $150,0006,000
IF . . . THEN . . . Third-party costs are those paid to:

Total labor Total Allocable Costs• Outside parties for conducting lobbying hrs. costs of third-party allocable to
activities,The organization’s The organization is operations costs lobbying

activities• Dues paid to another membershipactual lobbying and liable for a proxy tax on
organization that were declared to bepolitical expenses are the excess and reports it Examples: Gross-up method andnondeductible lobbying expenses, andmore than it estimated on Form 990-T. Alternative gross-up method.• Travel and entertainment costs for lobbyingin its dues notices, A and B are employees of Y Organization.activities.

1. A’s activities involve significantThe organization: All the members’ dues Direct contact lobbying is a: judgment with respect to lobbying activities.(a) Elects to pay the remain eligible for a • Meeting, 2. A’s basic lobbying labor costs (excludingproxy tax, and section 162 trade or • Telephone conversation, employee benefits) are $50,000.(b) Chooses not to give business expense • Letter, or 3. B performs clerical and support activitiesits members a notice deduction. • Similar means of communication that is for A.allocating dues to with a: 4. B’s labor costs (excluding employeelobbying and political 1. Legislator (other than a local legislator) benefits) in support of A’s activities areactivities, or $15,000.
2. Covered executive branch official 5. Allocable third-party costs are $100,000.

The organization: The IRS may permit a and that otherwise qualifies as a lobbying
If Y Organization uses the gross-up method(a) Makes a reasonable waiver of the proxy tax. activity.

to allocate its lobbying costs, Y multiplies 175%estimate of dues Treat all hours spent by a person in
times its basic labor costs (excluding employeeallocable to connection with direct contact lobbying as labor
benefits) for all of the lobbying of its personnelnondeductible lobbying hours allocable to lobbying activities.
and adds its allocable third-party lobbyingand political activities,

Do not treat the hours spent by a person costs as follows:and
who engages in research and other(b) Agrees to adjust its
background activities related to direct contact 175% × $65,000 + $100,000 = $213,750estimate in the following
lobbying, but who makes no direct contact with Basic lobbying labor Allocable Costs allocableyear*,
a legislator, or covered executive branch costs of A + B third-party costs to lobbying
official, as direct contact lobbying. activities*A facts and circumstances test determines whether or

not a reasonable estimate was made in good faith. If Y Organization uses the alternativeDe minimis rule. If less than 5% of a
gross-up method to allocate its lobbying costs,person’s time is spent on lobbying activities,
Y multiplies 225% times its basic labor costsand there is no direct contact lobbying, anAllocation of costs to lobbying activities (excluding employee benefits) for all of theorganization may treat that person’s time spentand influencing legislation. An organization lobbying hours of its “lobbying personnel” andon lobbying activities as zero.that is subject to the lobbying disclosure rules adds its third-party lobbying costs as follows:of section 6033(e) must use a reasonable Influencing legislation means:

allocation method to determine its total costs of • Any attempt to influence legislation through 225% × $50,000 +  $100,000 = $212,500
its direct lobbying activities; that is, costs to a lobbying communication; and Basic lobbying labor Allocable Costs allocable
influence: • All activities, such as research and costs of A third-party costs to lobbying
• Legislation, and coordination for the purpose of making or activities
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Section 263A cost allocation method. The Line 85d—Lobbying and political Line 85c (dues, etc.)
examples that demonstrate this method are expenditures Less: Line 85e (dues shown in notices)found in Regulations section 1.162-28(f). Include on line 85d the total amount of

Equals: Line 85f (taxable lobbying &expenses paid or incurred during the 2002Line 85a—Section 6033(e)(3)
political expenses), andreporting year in connection with:exception for nondeductible dues

1. Influencing legislation;If your organization meets any of the criteria of
Line 85d (lobbying & political2. Participating or intervening in anyException 1 in the line 85 instructions, answer
expenses)political campaign on behalf of (or in opposition“Yes” to question 85a. By doing so, you are

to) any candidate for any public office;declaring that substantially all of the Less: Line 85c (dues, etc.)3. Attempting to influence any segment oforganization’s membership dues were
the general public with respect to elections, Equals: The excess amount to be carriednondeductible. Skip lines 85b through 85h.
legislative matters, or referendums; or over to the following tax year andLine 85b—In-house lobbying 4. Communicating directly with a covered reported on line 85d (lobbying &expenditures executive branch official in an attempt to political expenses), or its

An organization is exempt from the notice, influence the official actions or positions of equivalent, on the year 2003 Form
reporting, and proxy tax liability rules of section such official. 990.
6033(e) if it meets Exception 2, the $2,000

Also include on line 85d:in-house lobbying exception. Both exceptions
See Examples given below.1. Excess lobbying and politicalare discussed in the instructions for line 85.

expenditures carried over from the precedingAn organization should answer “Yes” to Lines 85g and 85h—Proxy tax andtax year.question 85b if it met all of the requirements of waivers2. An amount equal to the taxable lobbyingException 2. Skip lines 85c through 85h. An organization must pay the section 6033(e)and political expenditures reported on line 85f
If the organization’s in-house direct proxy tax on the amount reported on line 85ffor the preceding tax year, if the organization

lobbying expenditures during the 2002 unless it has the option to check “Yes” on linereceived a waiver of the proxy tax imposed on
reporting year were $2,000 or less, but the 85h.that amount.
organization also paid or incurred other
lobbying or political expenditures during the If the amount on line 85f is zero, or less thanDo not include:2002 reporting year, or received a waiver for zero, enter on:

1. Any direct lobbying of any local councilproxy tax owed for the prior year, it should
Line 85g N/Aor similar governing body with respect toanswer “No” to question 85b and complete

legislation of direct interest to the organizationlines 85c through 85h. However, the $2,000 or Line 85h N/A
or its members.less of in-house direct lobbying expenditures

2. In-house direct lobbying expenditures, ifshould not be included in the total on line 85d.
the total of such expenditures is $2,000 or less If the organization sent dues notices to itsDefinitions.
(excluding allocable overhead). members at the time of assessment orGrassroots lobbying refers to attempts to 3. Political expenditures for which the payment of dues that reasonably estimated theinfluence any segment of the general public section 527 tax has been paid (on Form dues allocable to the nondeductible lobbyingregarding legislative matters or referendums. 1120-POL). and political expenditures reported on line 85d,

Direct lobbying includes attempting to enter on:• Reduce the current year’s lobbyinginfluence:
expenditures, but not below zero, by costs• Legislation through communication with Line 85g No
previously allocated in a prior year to lobbyinglegislators and other government officials, and Line 85h Yesactivities that were cancelled after a return• The official actions or positions of covered
reporting those costs was filed.executive branch officials through direct

Include the amount from the 2002 Form 990,• Carry forward any amounts not used as acommunication.
line 85f, on the year 2003 Form 990, line 85d,reduction to subsequent years.Direct lobbying does not include or its equivalent.

attempting to influence: Line 85e—Dues declared• Any local council on legislation of direct nondeductible in notices to membersinterest to the organization or its members, and If the organization did not send these duesEnter the total amount of dues, etc., allocable• The general public regarding legislative notices, enter on:to the 2002 reporting year that members werematters (grassroots lobbying).
notified were nondeductible under section Line 85g YesOther lobbying includes: 162(e).• Grassroots lobbying, Line 85h No

• Foreign lobbying, Example.
• Third-party lobbying, and Report the proxy tax on Form 990-T.• Membership dues: $100,000 for the 2002• Dues paid to another organization that were reporting year
used to lobby. • Organization’s timely notices to members— Examples.  Organizations A and B:In-house expenditures include: 25% of membership dues nondeductible

1. Reported on the calendar year basis.• Salaries, and • Line 85e entry—$25,000
2. Incurred only grassroots lobbying• Other expenses of the organization’s officials

expenses (did not qualify for the under $2,000and staff (including amounts paid or incurred Line 85f—Taxable lobbying and
in-house lobbying exception (de minimis rule)).for the planning of legislative activities). political expenditures 3. Allocated dues to the tax year in whichIn-house expenditures do not include: The taxable amount reportable on line 85f is received.• Any payments to other taxpayers engaged in the amount of dues, etc.:

lobbying or political activities as a trade or For Organization A—Dues, assessments,1. Allocable to the 2002 reporting year andbusiness. and similar amounts received in 2002 were2. Attributable to lobbying and political• Any dues paid to another organization that greater than its lobbying expenses for 2002.expenditures that the organization did notare allocable to lobbying or political activities.
timely notify its members were nondeductible. Workpapers (for 2002 Form 990) —

Organization ALine 85c—Dues, assessments, and
If the amount on line 85c (dues, etc.) issimilar amounts received 1. Total dues, assessments, etc.,greater than the amount on line 85d (lobbying

received . . . . . . . . . . . . . . . . . . $800Enter the total dues, assessments, and similar & political expenses), then:
amounts allocable to the 2002 reporting year. 2. Lobbying expenses paid or incurred $600

The term “dues” means the amount the Line 85d (lobbying & political 3. Less: Total nondeductible amount of
dues notices . . . . . . . . . . . . . . . 100 100organization requires a member to pay in order expenses)

to be recognized as a member. 4. (Subtract line 3 from both lines 1 andLess: Line 85e (dues shown in notices)
2) . . . . . . . . . . . . . . . . . . . . . $700 $500Payments that are similar to dues include:

Equals: Line 85f (taxable lobbying & 5. Taxable amount of lobbying expenses1. Members’ voluntary payments,
political expenses) (smaller of the two amounts on line 4) $5002. Assessments to cover basic operating

costs, and If the amount on line 85c (dues, etc.) is less Note: The amounts on lines 1, 2, 3, and 5 of
3. Special assessments to conduct than the amount on line 85d (lobbying & the workpapers were entered on lines 85c

lobbying and political activities. political expenses), then: through 85f of the 2002 Form 990.
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Because dues, etc., received were greater Investment income earned by a section Line 89b—Section 501(c)(3) and
than lobbying expenses, there is no carryover 501(c)(7) organization is not tax-exempt 501(c)(4) organizations: Disclosure of
of excess lobbying expenses to line 85d of the income unless it is set aside for: section 4958 excess benefit
year 2003 Form 990. • Religious, transactions and excise taxes• Charitable,See the instructions for lines 85g and 85h Sections 6033(b) and 6033(f) require section• Scientific,for the treatment of the $500. 501(c)(3) and (4) organizations to report the• Literary,

For Organization B—Dues, assessments, amount of taxes imposed under section 4958• Educational purposes, or
and similar amounts received in 2002 were (excess benefit transactions) involving the• Prevention of cruelty to children or animals.
less than its lobbying expenses for 2002. organization, unless abated, as well as any If the combined amount of an

other information the Secretary may requireorganization’s gross investment income andWorkpapers (for 2002 Form 990) — concerning those transactions. See GeneralOrganization B other unrelated business income exceeds
Instruction P for a discussion of excess benefit$1,000, it must report the investment income1. Total dues, assessments, etc., transactions.and other unrelated business income on Formreceived . . . . . . . . . . . . . . . . . . $400

Attach a statement describing any excess990-T.
2. Lobbying expenses paid or incurred $600 benefit transaction, the disqualified person or

Nondiscrimination policy. A section3. Less: Total nondeductible amount of persons involved, and whether or not the
501(c)(7) organization is not exempt fromdues notices . . . . . . . . . . . . . . . 100 100 excess benefit transaction was corrected.
income tax if any written policy statement,4. (Subtract line 3 from both lines 1 and Line 89c—Taxes imposed onincluding the governing instrument and bylaws,2) . . . . . . . . . . . . . . . . . . . . . $300 $500 organization managers or disqualifiedallows discrimination on the basis of race,

5. Taxable amount of lobbying expenses color, or religion. persons
(smaller of the two amounts on line 4) $300

For line 89c, enter the amount of taxesHowever, section 501(i) allows social clubsNote: The amounts on lines 1, 2, 3, and 5 of imposed on organization managers orto retain their exemption under section
the workpapers were entered on lines 85c disqualified persons under sections 4912,501(c)(7) even though their membership is
through 85f of the 2002 Form 990. 4955, and 4958, unless abated.limited (in writing) to members of a particular

Because dues, etc., received were less religion, if the social club: Line 89d—Taxes reimbursed by the
than lobbying expenses, excess lobbying 1. Is an auxiliary of a fraternal beneficiary organizationexpenses of $200 must be carried forward to society exempt under section 501(c)(8), and For line 89d, enter the amount of tax on lineline 85d of the year 2003 Form 990 (excess of 2. Limits its membership to the members 89c that was reimbursed by the organization.$600 of lobbying expenses over $400 dues, of a particular religion; or the membership Any reimbursement of the excise tax liability ofetc., received). The $200 will be included along limitation is: a disqualified person or organization managerwith the other lobbying and political expenses

a. A good-faith attempt to further the will be treated as an excess benefit unless (1)paid or incurred in the 2003 reporting year and
teachings or principles of that religion, and the organization treats the reimbursement asreportable on line 85d (or the equivalent line) of

b. Not intended to exclude individuals of a compensation during the year thethe year 2003 Form 990.
particular race or color. reimbursement is made, and (2) the totalSee the instructions for lines 85g and 85h compensation to that person, including thefor the treatment of the $300. reimbursement, is reasonable.Line 87—Section 501(c)(12)

Underreporting of lobbying expenses. An organizations Line 90a—List of statesorganization is subject to the proxy tax for the
One of the requirements that an organization List each state with which the organization is2002 reporting year for underreported lobbying
must meet to qualify under section 501(c)(12) filing a copy of this return in full or partialand political expenses only to the extent that
is that at least 85% of its gross income consists satisfaction of state filing requirements.these expenses (if actually reported) would
of amounts collected from members for thehave resulted in a proxy tax liability for that Line 90b—Number of employeessole purpose of meeting losses and expenses.year. A waiver of proxy tax for the tax year only

Enter the number of employees on your payrollFor purposes of section 501(c)(12), the termapplies to reported expenditures.
during the pay period including March 12,“gross income” means gross receipts withoutAn organization that underreports its 2002, as shown on your Form 941 or Form 943reduction for any cost of goods sold.lobbying and political expenses is also subject (January-March calendar quarter return only).

to the section 6652(c) daily penalty for filing an For a mutual or cooperative electric or Do not include household employees, persons
incomplete or inaccurate return. telephone company, “gross income” does not who received no pay during the pay period,

include amounts received or accrued as pensioners, or members of the Armed Forces.Line 86—Section 501(c)(7)
“qualified pole rentals.”organizations Line 92—Section 4947(a)(1)

For a mutual or cooperative telephone nonexempt charitable trustsGross receipts test. A section 501(c)(7)
company, “gross income” also does not includeorganization may receive up to 35% of its Section 4947(a)(1) nonexempt charitable trustsamounts received or accrued either fromgross receipts, including investment income, that file Form 990 instead of Form 1041 mustanother telephone company for completingfrom sources outside its membership and complete this line. The trust should includelong distance calls to or from or between theremain tax-exempt. Part of the 35% (up to 15% exempt-interest dividends received from atelephone company’s members, or from theof gross receipts) may be from public use of a mutual fund or other regulated investmentsale of display listings in a directory furnishedsocial club’s facilities. company as well as tax-exempt interestto the telephone company’s members. received directly.Gross receipts are the club’s income from

its usual activities and include: Line 88
• Charges, Answer “Yes” to this question if at any time Part VII—Analysis of• Admissions, during the year, the organization owned a 50% Income-Producing Activities• Membership fees, or greater interest in a taxable corporation or• Dues, Political organizations described in section 527partnership or an entity disregarded as• Assessments, and are not required to complete this Part.separate from the organization under• Investment income (such as dividends, An organization is exempt from incomeRegulations sections 301.7701-2 and
rents, and similar receipts), and normal taxes only if its primary purpose is to engage in301.7701-3. If an organization answers “Yes”
recurring capital gains on investments. the type of activity for which it claimson line 88, complete Part IX, Information

Gross receipts do not include: exemption.Regarding Taxable Subsidiaries and
• Capital contributions (see Regulations Disregarded Entities. An exempt organization is subject to a tax
section 1.118-1), on unrelated business taxable income if such• Initiation fees, or Line 89a—Section 501(c)(3) income is from a trade or business that is• Unusual amounts of income (such as the organizations: Disclosure of excise regularly carried on by the organization and is
sale of the clubhouse). taxes imposed under section 4911, not substantially related to the organization’s

Note: College fraternities or sororities or performance of its exempt purpose or function.4912, or 4955
other organizations that charge membership Generally, a tax-exempt organization withSection 501(c)(3) organizations must disclose
initiation fees, but not annual dues, do include gross income of $1,000 or more for the yearany excise tax imposed during the year under
initiation fees in their gross receipts. from an unrelated trade or business must filesection 4911 (excess lobbying expenditures),

Form 990-T and pay any tax due. If the 35% and 15% limits do not affect the 4912 (disqualifying lobbying expenditures), or,
club’s exempt status, include the income unless abated, 4955 (political expenditures). In Part VII, show whether revenue, also
shown on line 86b on the club’s Form 990-T. See sections 4962 and 6033(b). reportable on lines 2 through 11 of Part I, was
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received from activities related to the such as interest on state and local bonds that from debt-financed property is treated as
organization’s purpose or activities unrelated to is excluded from tax by section 103. Explain in unrelated business taxable income and is
its exempt purpose. Enter gross amounts Part VIII how any amount reported in column subject to tax in the same proportion as the
unless indicated otherwise. Show also any (E) related to the accomplishment of the property remains financed by the debt. If
revenue excludable from the definition of organization’s exempt purposes. substantially all (85% or more) of any property
unrelated business taxable income. is used for an organization’s exempt purposes,Lines 93(a) through (g)—Program the property is not treated as debt-financedThe sum of amounts entered in columns service revenue property. The rules for debt-financed property(B), (D), and (E) for lines 93 through 103 of List the organization’s revenue-producing do not apply to rents from personal property.Part VII should match amounts entered for program service activities on these lines.correlating lines 2 through 11 of Part I. Use the Lines 99 through 102Program service activities are primarily thosefollowing table to verify the relationship of Part In the appropriate columns, report the revenuethat form the basis of an organization’sVII with Part I. received for these line items. Generalexemption from tax. Enter, in the appropriate
Note: Contributions that are reportable on instructions for lines 99 through 102 are givencolumns, gross revenue from each program
lines 1a through 1d of Part I are not reportable in the instructions for Part I, lines 7 through 10.service activity and the business and exclusion
in Part VII. codes that identify this revenue. See the Lines 103(a) through (e)—Otherexplanation of program service revenue in theAmounts in Part VII Correspond to revenueinstructions for Part I, line 2.on Line Amounts in Part

List any “Other revenue” activity on these lines.I on Line Line 93(f)—Medicare and Medicaid These activities are discussed in the
 93(a) through (g) . . . . . . . . . . . . . . . . . . 2 payments instructions for line 11, Part I. In the
 94 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 appropriate columns, enter the revenueEnter the revenue received from Medicare and
 95 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 received from these activities. SelectMedicaid payments. See the Examples of
 96 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 applicable business and exclusion codes.program service revenue in the instructions for
 97 and 98 . . . . . . . . . . . . . . . . . . . . . . . 6c Report as “Other revenue,” on line 11 of Part I,Part I, line 2. 99 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 the total revenue entered in columns (B), (D),100 . . . . . . . . . . . . . . . . . . . . . . . . . . . 8d Line 93(g)—Fees and contracts from and (E) for lines 103(a) through (e).101 . . . . . . . . . . . . . . . . . . . . . . . . . . . 9c government agencies
102 . . . . . . . . . . . . . . . . . . . . . . . . . . . 10c Line 105—TotalIn the appropriate columns, enter gross103(a) through (e) . . . . . . . . . . . . . . . . . . 11

Enter the total revenue reported on line 104 forrevenue earned from fees and contract105 (plus line 1d, Part I) . . . . . . . . . . . . . . 12
columns (B), (D), and (E). The amountpayments by government agencies for a
reported on line 105, plus the amount on lineservice, facility, or product that benefited theCompleting Part VII
1d of Part I, should equal the amount enteredgovernment agency primarily, either
for “Total revenue” on line 12 of Part I.economically or physically. Do not includeColumn (A) government grants that enabled your

In column (A), identify any unrelated business organization to benefit the public directly and Part VIII—Relationship oftaxable income reportable in column (B) by primarily. See Part I, line 1c instructions for the
selecting a business code from the Codes for Activities to the Accomplishmentdistinction between government grants that
Unrelated Business Activity in the 2002 represent contributions and payments from of Exempt Purposes
Instructions for Form 990-T. government agencies for a service, product, or To explain how an amount entered in Part VII,

facility that primarily benefited the governmentNote: The codes for unrelated business column (E), was related or exempt function
agencies.activity have been revised. Use the codes income, show the line number of the amount in

shown in the 2002 Instructions for Form 990-T. Report on line 2 of Part I (program service column (E) and give a brief description of how
revenue) the sum of the entries in columns (B), the activity reported in column (E) specificallyColumn (B) (D), and (E) for lines 93(a) through (g). contributed to the accomplishment of theIn column (B), enter any revenue received from organization’s exempt purposes (other than byLines 94 through 96—Dues,activities unrelated to the exempt purpose of providing funds for such purposes). Activitiesassessments, interest, and dividendsthe organization. See the Instructions for Form that generate exempt-function income are990-T and Pub. 598 for a discussion of what is In the appropriate columns, report the revenue activities that form the basis of theunrelated business taxable income. If you enter received for these line items. General organization’s exemption from tax.an amount in column (B), then you must enter instructions for lines 94 through 96 are given in

Also give the line number and ana business code in column (A). the instructions for Part I, lines 3 through 5.
explanation for any income entered in column

Column (C) Lines 97 and 98—Rental income (loss) (E) that is specifically excluded from gross
income other than by Code sections 512, 513,In column (C), enter an exclusion code from Report net rental income from investment
or 514. If no amount is entered in column (E),the Exclusion Codes list on the last page of the property on these lines. Also report here rental
do not complete Part VIII.Specific Instructions for Form 990 to identify income from unaffiliated exempt organizations.

any revenue excludable from unrelated Report rental income, however, from an Example. M, an organization described in
business taxable income. If more than one exempt function (program service) on line 93. section 501(c)(3), operates a school for the
exclusion code applies to a particular revenue Refer to the instructions for Part I, line 6. A performing arts. Admission is charged at
item, use the lowest numbered exclusion code more detailed discussion of rental income is student performances. M reported admission
that applies. If nontaxable revenues from given in the Instructions for Form 990-T and income in column (E) of Part VII and explained
several sources are reportable on the same Pub. 598. in Part VIII that performances before an
line in column (D), use the exclusion code that audience were an essential part of theRents from real property are usually
applies to the largest revenue source. If the list students’ training and related to the exemptexcluded in computing unrelated business
of exclusion codes does not include an item of purpose of the organization.taxable income, as are incidental amounts
revenue that is excludable from unrelated (10% or less) of rental income from personal Because M also reported interest from statebusiness taxable income, enter that item in property leased with real property (mixed bonds in column (E) of Part VII, M explained incolumn (E) and see the instructions for column lease). In a mixed lease where the rent Part VIII that such interest was excluded from(E). attributable to personal property is more than gross income by Code section 103.

50% of the total rent, neither rent from real orColumn (D) If you need additional space, seepersonal property is excluded from unrelatedFor column (D), identify any revenue received Attachments in General Instruction W.business taxable income. The exclusion alsothat is excludable from unrelated business does not apply when the real or personaltaxable income. If you enter an amount in property rentals depend wholly or partly on the Part IX—Information Regardingcolumn (D), you must enter an exclusion code income or profits from leased property, otherin column (C). Taxable Subsidiaries andthan an amount based on a fixed percentage
Disregarded Entitiesor percentage of gross receipts or sales.Column (E)

For column (E), report any revenue from The rental exclusion from unrelated Column (A). Enter the name, address, and
activities related to the organization’s exempt business taxable income does not apply to EIN of each taxable corporation or partnership
purpose; (i.e., income received from activities debt-financed real property. In general, and each disregarded entity in which the
that form the basis of the organization’s debt-financed property is any property that the organization held a 50% or greater interest at
exemption from taxation). Also report here any organization finances by debt and holds to any time during the year. If a disregarded entity
revenue that is excludable from gross income produce income instead of for exempt does not have its own EIN, state that it uses
other than by Code section 512, 513, or 514, purposes. An exempt organization’s income the organization’s EIN.
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Columns (D) and (E). Enter the corporation’s personal benefit contract, or there is an
Part X—Information Regardingor partnership’s total income and end-of-year understanding or expectation that any person

total assets as reported on each entity’s will directly or indirectly pay such premiums,Transfers Associated With
Federal tax return for the year ending within the organization must report the premiums itPersonal Benefit Contractsthe year covered by the parent organization’s paid and the premiums paid by others, but

See General Instruction V which alsoForm 990. Since the financial information of a treated as paid by the organization, on Form
disregarded entity is reported on its parent 8870. The organization must report and pay andiscusses the reporting requirements for this
organization’s return, enter in Column (D) the excise tax, equal to premiums paid, on FormPart.
amount on line 12, Total revenue, that is 4720.
attributable to the disregarded entity. Enter in

If, in connection with any transfer of fundsColumn (E) the amount on line 59, Total
to a charitable organization, the organizationassets, Column (B), that is attributable to the

disregarded entity. directly or indirectly pays premiums on any
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Exclusion Codes

Real property rental income that does not
depend on the income or profits derived by
the person leasing the property and is
excluded by section 512 (b)(3)

16—

General Exceptions Debt-financed Income
Income exempt from debt-financed
(section 514) provisions because at least
85% of the use of the property is for the
organization’s exempt purposes (Note:
This code is only for income from the
15% or less non-exempt purpose use.)
(section 514(b)(1)(A))

Income from an activity that is not regularly
carried on (section 512(a)(1))

01— 30—

Income from an activity in which labor is a
material income-producing factor and
substantially all (at least 85%) of the work
is performed with unpaid labor (section
513(a)(1))

02—

17— Rent from personal property leased with
real property and incidental (10% or less) in
relation to the combined income from the
real and personal property (section
512(b)(3))

Gross income from mortgaged property
used in research activities described in
section 512(b)(7), (8), or (9) (section
514(b)(1)(C))

31—Section 501(c)(3) organization—Income
from an activity carried on primarily for the
convenience of the organization’s
members, students, patients, visitors,
officers, or employees (hospital parking lot
or museum cafeteria, for example) (section
513(a)(2))

03—

18— Gain (or loss, to the extent allowed) from
the sale of investments and other
non-inventory property and from certain
property acquired from financial institutions
that are in conservatorship or receivership
(sections 512(b)(5) and (16)(A))

19— Income or loss from the lapse or
termination of options to buy or sell
securities, or real property, and from the
forfeiture of good-faith deposits for the
purchase, sale, or lease of investment real
property (section 512(b)(5))

Gross income from mortgaged property
used in any activity described in section
513(a)(1), (2), or (3) (section 514(b)(1)(D))

32—

20— Income from research for the United
States; its agencies or instrumentalities; or
any state or political subdivision (section
512(b)(7))

Section 501(c)(4) local association of
employees organized before 5/27/69—
Income from the sale of work-related
clothes or equipment and items normally
sold through vending machines; food
dispensing facilities; or snack bars for the
convenience of association members at
their usual places of employment (section
513(a)(2))

04— Income from mortgaged property
(neighborhood land) acquired for exempt
purpose use within 10 years (section
514(b)(3))

33—

21— Income from research conducted by a
college, university, or hospital (section
512(b)(8))

Income from mortgaged property
acquired by bequest or devise (applies to
income received within 10 years from the
date of acquisition) (section 514(c)(2)(B))

34—

22— Income from research conducted by an
organization whose primary activity is
conducting fundamental research, the
results of which are freely available to the
general public (section 512(b)(9))

Income from the sale of merchandise,
substantially all of which (at least 85%) was
donated to the organization (section
513(a)(3))

05—
Income from mortgaged property
acquired by gift where the mortgage was
placed on the property more than 5 years
previously and the property was held by
the donor for more than 5 years (applies
to income received within 10 years from
the date of gift) (section 514(c)(2)(B))

35—

23— Income from services provided under
license issued by a Federal regulatory
agency and conducted by a religious order
or school operated by a religious order, but
only if the trade or business has been
carried on by the organization since before
May 27, 1959 (section 512 (b)(15))

Specific Exceptions
Section 501(c)(3), (4), or (5) organization
conducting an agricultural or educational
fair or exposition—Qualified public
entertainment activity income (section
513(d)(2))

06— Income from property received in return
for the obligation to pay an annuity
described in section 514(c)(5)

36—

Income from mortgaged property that
provides housing to low and moderate
income persons to the extent the
mortgage is insured by the Federal
Housing Administration (section 514(c)(6))
(Note: In many cases, this would be
exempt function income reportable in
column (E). It would not be so in the case
of a section 501(c)(5) or (6) organization,
for example, that acquired the housing as
an investment or as a charitable activity.)

37—

Foreign Organizations
Section 501(c)(3), (4), (5), or (6)
organization—Qualified convention and
trade show activity income (section
513(d)(3))

07—

Foreign organizations only—Income from a
trade or business NOT conducted in the
United States and NOT derived from United
States sources (patrons) (section 512(a)(2))

24—

Income from hospital services described in
section 513(e)

08—

Income from noncommercial bingo games
that do not violate state or local law
(section 513(f))

09—
Social Clubs and VEBAs

Section 501(c)(7), (9), or (17) organization—
Non-exempt function income set aside for
a charitable, etc., purpose specified in
section 170(c)(4) (section 512(a)(3)(B)(i))

25—
Income from games of chance conducted
by an organization in North Dakota (section
311 of the Deficit Reduction Act of 1984,
as amended)

10— Income from mortgaged real property
owned by: a school described in section
170(b)(1)(A)(ii); a section 509(a)(3) affiliated
support organization of such a school; a
section 501(c)(25) organization, or by a
partnership in which any of the above
organizations owns an interest if the
requirements of section 514(c)(9)(B)(vi) are
met (section 514(c)(9))

38—

Section 501(c)(7), (9), or (17) organization—
Proceeds from the sale of exempt function
property that was or will be timely
reinvested in similar property (section
512(a)(3)(D))

26—
Section 501(c)(12) organization—Qualified
pole rental income (section 513(g))

11—

Income from the distribution of low-cost
articles in connection with the solicitation of
charitable contributions (section 513(h))

12—

Section 501(c)(9), or (17) organization—
Non-exempt function income set aside for
the payment of life, sick, accident, or other
benefits (section 512(a)(3)(B)(ii))

27—
Special RulesIncome from the exchange or rental of

membership or donor list with an
organization eligible to receive charitable
contributions by a section 501(c)(3)
organization; by a war veterans’
organization; or an auxiliary unit or society
of, or trust or foundation for, a war
veterans’ post or organization (section
513(h))

13—
Section 501(c)(5) organization—Farm
income used to finance the operation and
maintenance of a retirement home,
hospital, or similar facility operated by the
organization for its members on property
adjacent to the farm land (section
1951(b)(8)(B) of Public Law 94-455)

39—

Veterans’ Organizations
Section 501(c)(19) organization—Payments
for life, sick, accident, or health insurance
for members or their dependents that are
set aside for the payment of such
insurance benefits or for a charitable, etc.,
purpose specified in section 170(c)(4)
(section 512(a)(4))

28—

Trade or Business
41— Gross income from an unrelated activity

that is regularly carried on but, in light of
continuous losses sustained over a
number of tax periods, cannot be
regarded as being conducted with the
motive to make a profit (not a trade or
business)

Modifications and Exclusions
14—

Section 501(c)(19) organization—Income
from an insurance set-aside (see code 28
above) that is set aside for payment of
insurance benefits or for a charitable,
etc., purpose specified in section
170(c)(4) (Regulations section
1.512(a)–4(b)(2))

29—

Royalty income excluded by section
512(b)(2)

15—

Dividends, interest, payments with respect
to securities loans, annuities, income from
notional principal contracts, loan
commitment fees, and other substantially
similar income from ordinary and routine
investments excluded by section 512(b)(1)

40— Annual dues not exceeding $120 (subject
to inflation) paid to a section 501(c)(5)
agricultural or horticultural organization
(section 512(d))
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If the return is an amended return, check H or attach Schedule B (Form 990, 990-EZ, or
the box. There are amended return 990-PF). Failure to either check the box in itemSpecific Instructions for
requirements when filing with a state. See H or file Schedule B (Form 990, 990-EZ, or

Form 990-EZ General Instructions E and J. 990-PF) will result in a determination that the
return is incomplete. See the instructions forApplication pending. If the organization’sNote: See also the General Instructions that Schedule B (Form 990, 990-EZ, or 990-PF),application for exemption is pending, check thisapply to both Form 990 and Form 990-EZ. Schedule of Contributors, for more information.box and complete the return.
Note: “Contributor” includes individuals,Contents Page Item C—Name and address fiduciaries, partnerships, corporations,

If we mailed the organization a Form 990Completing the Heading of Form 990-EZ . . . 35 associations, trusts, and exempt organizations.
Package with a preaddressed mailing label,

Part I—Revenue, Expenses, and Changes in Guidelines for meeting the schedule ofattach the label in the name and address
Net Assets . . . . . . . . . . . . . . . . . . . . . . 36 contributor requirements of Schedule Bspace on the organization’s return. Using the

label helps us avoid errors in processing the (Form 990, 990-EZ, or 990-PF) Part II—Balance Sheets . . . . . . . . . . . . . 39
return. If any information on the label is wrong,Part III—Statement of Program Service draw a line through that part and correct it. If . . .Accomplishments . . . . . . . . . . . . . . . . . . 39

A section 501(c)(3)If the organization operates under a name
Part IV—List of Officers, Directors, Trustees, organization that met thedifferent from its legal name, give the legal
and Key Employees . . . . . . . . . . . . . . . . 40 name of the organization but identify its 1/3 support test of theSection 501(c)(3)alternate name, after the legal name, by writing regulations underPart V—Other Information . . . . . . . . . . . . 40 org., meeting the‘‘aka’’ (also known as) and the alternate name 509(a)(1)/170(b)(1)(A) did1/3 support testof the organization. However, if the not receive a contributionof 170(b)(1)(A)organization has changed its name, follow the of the greater of $5,000 orCompleting the Heading of Form instructions for Name change in Item B— 2% of the amount on line 1990-EZ Checkboxes. of Form 990-EZ, from any
The instructions that follow are keyed to items Include the suite, room, or other unit one contributor,*
in the heading for Form 990-EZ. number after the street address. If the Post

Office does not deliver mail to the street Then . . .Item A—Accounting period address and the organization has a P.O. box, The organization should
Use the 2002 Form 990-EZ to report on a show the box number instead of the street check the box in item H tocalendar year accounting period beginning address. certify that it is notJanuary 1, 2002, and ending December 31, For foreign addresses, enter information in required to attach2002. the following order: City, province or state, and Schedule B (Form 990,

the name of the country. Follow the foreignUse the 2002 Form 990-EZ to report on an 990-EZ, or 990-PF).
country’s practice in placing the postal code inaccounting period other than a calendar year
the address. Please do not abbreviate the(either a fiscal year that began in 2002 or a Otherwise . . .
country name.short period (less than 12 months) that began Complete and attach

in 2002). You must show the month and day in If a change of address occurs after the Schedule B (Form 990,
2002 that your fiscal year began, or the short return is filed, use Form 8822 to notify the IRS 990-EZ, or 990-PF).
period began. You must also show the day, of the new address.
month, and year your fiscal year or short period If . . .Item D—Employer identificationended. See General Instruction G. A section 501(c)(7), (8), ornumber

(10) organization did notItem B—Checkboxes The organization should have only one Federal receive any contribution or
employer identification number (EIN). If theAddress change, name change, and initial bequest for use exclusivelyorganization has more than one EIN and hasreturn. Check the appropriate box if the for religious, charitable,not been advised which to use, notify theorganization changed its address since it filed Section 501(c)(7), scientific, literary, orInternal Revenue Service Center, Ogden, UTits previous return, or if this is the first time the (8), or (10) educational purposes, or84201-0027. State what numbers theorganization is filing either a Form 990 or a organization the prevention of cruelty toorganization has, the name and address toForm 990-EZ. children or animals (andwhich each number was assigned, and the

If the tax-exempt organization has changed did not receive anyaddress of its principal office. The IRS will
its name, attach the following documents: noncharitable contributionsadvise the organization which number to use.

of $5,000 or more asNote: A section 501(c)(9) voluntary
described below underIF the tax-exempt THEN attach these employees’ beneficiary association must use

organization is . . . documents. . . general rule),its own EIN and not the EIN of its sponsor.

Item E—Telephone number Then . . .A corporation An amendment to the
Enter a telephone number of the organization The organization shouldarticles of incorporation
that members of the public and governmentwith proof of filing with check the box in item H to
regulators may use during normal businessthe state of certify that it is not
hours to obtain information about theincorporation. required to attach
organization’s finances and activities. If the Schedule B (Form 990,
organization does not have a telephoneA trust An amendment to the 990-EZ, or 990-PF).number, enter the telephone number of antrust agreement signed
organization official who can provide suchby the trustee. Otherwise . . .information.

Complete and attach
Item F—Group exemption numberAn association An amendment to the Schedule B (Form 990,

articles of association, 990-EZ, or 990-PF).If the organization is covered by a group
constitution, bylaws, or exemption letter, enter the four-digit group

If . . .other organizing exemption number (GEN). Contact the central/
All other Form The organization did notdocument, along with parent organization if you are unsure of the
990 or Form show as part of line 1 ofsignatures of at least GEN assigned.

two officers/members. 990-EZ the Form 990-EZ, aItem G—Accounting method organizations contribution of $5,000 or
Indicate the method of accounting used in (general rule) more from any oneFinal return and amended return. preparing this return. See General contributor,*Organizations should file final returns when Instruction G.

they cease to be section 501(a) organizations
Item H—Schedule B (Form 990,or section 527 organizations; for example,
990-EZ, or 990-PF)when they cease operations and dissolve. See

the instructions for line 36 that discuss Whether or not the organization enters any
liquidations, dissolutions, terminations, or amount on line 1 of Form 990-EZ, the
substantial contractions. organization must either check the box in item
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organization received from individuals, trusts, unordered, low-cost items to patrons, report
Then . . . corporations, estates, affiliates, foundations, the entire amount received for such benefits
The organization should public charities, and other exempt as a contribution on line 1. Report all related
check the box in item H to organizations, or raised by an outside expenses on lines 12 through 16.
certify that it is not professional fundraiser. See General Instruction L for a definition ofrequired to attach • Report the value of noncash contributions at benefits that have a nominal or insubstantialSchedule B (Form 990, the time of the donation. For example, report value.
990-EZ, or 990-PF). the gross value of a donated car as of the time

3. Section 501(c)(3) organizations. Thesethe car was received as a donation.
organizations must compute the amounts ofOtherwise . . . • Report all related expenses on lines 12
revenue and contributions received fromthrough 16. You must show on line 13Complete and attach
special events according to the aboveprofessional fundraising fees relating to theSchedule B (Form 990, instructions when preparing their Supportgross amounts of contributions collected in the990-EZ, or 990-PF). Schedule in Part IV-A of Schedule A (Form 990charity’s name by fundraisers.

* Total a contributor’s gifts of $1,000 or more to or 990-EZ). Reporting for line 1, in accordance with
determine if a contributor gave $5,000 or more. Do 4. Grants equivalent to contributions.SFAS 116, Accounting for Contributionsnot include smaller gifts. Grants made to encourage an organizationReceived and Contributions Made, is

receiving the grant to carry on programs oracceptable for Form 990-EZ, or Form 990,
activities that further the grant recipient’spurposes, but not required by the IRS.Item I—Web site
exempt purposes are grants that are equivalentHowever, see General Instruction E.Show the organization’s Web site address if a to contributions. Report them on line 1. TheAn organization that receives a grant to beWeb site is available. Otherwise, write ‘‘N/A’’ grantor may specify which of the recipient’spaid in future years should, according to SFAS(not applicable). Consider adding your e-mail activities the grant may be used for, such as an116, report the grant’s present value on line 1.address to your Web site. adoption program or a disaster relief project.Accruals of present value increments to the

Item J—Type of organization A grant is still equivalent to a contribution ifunpaid grant should also be reported on line 1
the grant recipient performs a service, orIf the organization is exempt under section in future years.
produces a work product, that benefits the501(c), check the applicable box and insert, 1. Contributions can arise from special
grantor incidentally (but see line 1, instructionwithin the parentheses, the number that events when an excess payment is received
B1, below).identifies the type of section 501(c) for items offered. Fundraising activities relate

organization the filer is. See the chart in 5. Contributions received through otherto soliciting and receiving contributions.
General Instruction C. The term “section fundraising organizations. ContributionsHowever, special fundraising activities such as
501(c)(3)” includes organizations exempt under received indirectly from the public throughdinners, door-to-door sales of merchandise,
sections 501(e), (f), (k), and (n). Check the box solicitation campaigns conducted by federatedcarnivals, and bingo games can produce both
if the organization is a section 527 political fundraising agencies (such as United Way) arecontributions and revenue. Report as a
organization. See General Instruction U. included on line 1.contribution, both on line 1 and on line 6a

(within the parentheses), any amount receivedIf the organization is a section 4947(a)(1) 6. Contributions received from associated
through such a “special event” that is greaternonexempt charitable trust, check the organizations. Include on line 1 amounts
than the fair market value (retail value) of theapplicable box. Note also the discussion contributed by other organizations closely
merchandise or services furnished by theregarding Schedule A (Form 990 or 990-EZ) associated with the reporting organization. This
organization to the contributor.and Form 1041 in General Instruction D and includes contributions received from a parent

the instructions for line 43. organization, subordinate, or anotherThis situation usually occurs when
organization having the same parent.organizations seek support from the publicItem K—Gross receipts of $25,000 or

through solicitation programs that are in part 7. Contributions from a commercialless
special events or activities and are in part co-venture. Include amounts contributed by aCheck this box if the organization’s gross solicitations for contributions. The primary commercial co-venture on line 1. Thesereceipts are normally not more than $25,000. purpose of such solicitations is to receive contributions are amounts received by theHowever, if the organization received a Form contributions and not to sell the merchandise at organization for allowing an outside990 Package, see General Instruction A and its retail value even though this might produce organization (donor) or individual to use thethe discussion on gross receipts in General a profit. recipient organization’s name in a salesInstruction B. promotion campaign.Example. An organization announces that

Item L—Calculating gross receipts anyone who contributes at least $40 to the 8. Contributions or grants from
organization can choose to receive a bookOnly those organizations with gross receipts of governmental units. A grant, or other
worth $16 retail value. A person who givesless than $100,000 and total assets of less payment from a governmental unit, is treated
$40, and who chooses the book, is reallythan $250,000 at the end of the year can use as a grant equivalent to a contribution if its
purchasing the book for $16 and also making athe Form 990-EZ. If the organization does not primary purpose is to enable the recipient to
contribution of $24. The contribution of $24,meet these requirements, it must file Form 990. provide a service to, or maintain a facility for,
which is the difference between the buyer’sThe organization’s gross receipts are the total the direct benefit of the public rather than to
payment and the $16 retail value of the book,amount it received from all sources during its serve the direct and immediate needs of the
would be reported on line 1 and again on lineannual accounting period, without subtracting grantor (even if the public pays part of the
6a (within the parentheses). The revenueany costs or expenses. See the gross receipts expense of providing the service or facility).
received ($16 retail value of the book) woulddiscussion in General Instruction B. (See also line 1, instruction B1,  below.)
be reported in the right-hand column on line 9. Contributions in the form of membership6a. Any expenses directly relating to the sale of dues. Include on line 1 membership dues andPart I—Revenue, Expenses, and the book would be reported on line 6b. Any assessments to the extent they arefundraising expenses relating to theChanges in Net Assets or Fund contributions and not payments for benefitscontribution of $24 would be reported on linesBalances received. (See line 3, instruction C1.)12 through 16.

All organizations filing Form 990-EZ with the B. What is not included on line 1If a contributor gives more than $40, thatIRS or any state must complete Part I. Some
person would be making a larger contribution, 1. Grants that are payments for services arestates that accept Form 990-EZ in place of
the difference between the book’s retail value not contributions. A grant is a payment fortheir own forms may require additional
of $16 and the amount actually given. See also services, and not a contribution, when theinformation. See General Instruction E.
the instructions for line 6 and Pub. 526. terms of the grant provide the grantor with a

Line 1. Contributions, Gifts, Grants, Note: At the time of any solicitation or specific service, facility, or product, rather than
and Similar Amounts Received payment, organizations that are eligible to providing a benefit to the general public or that

receive tax-deductible contributions should part of the public served by the grant recipient.
advise patrons of the amount deductible for The recipient organization would report such aA. What is included on line 1
Federal tax purposes. See General grant as income on line 2 (program service• Report amounts received as voluntary
Instruction L. revenue).contributions; (i.e., payments, or the part of any

payment, for which the payer (donor) does not 2. Contributions can arise from special 2. Donations of services. Do not include the
receive full retail value (fair market value) from events when items of only nominal value value of services donated to the organization,
the recipient (donee) organization). are given or offered. If an organization offers or items such as the free use of materials,
• Enter the gross amounts of contributions, goods or services of only nominal value equipment, or facilities, as contributions on line
gifts, grants, and bequests that the through a special event, or distributes free, 1. However, for the optional reporting of such
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amounts, see the instruction for donated See line 1, instruction A8, for reporting B. What is not included on line 4
services in Part III. guidelines when payments are received from a 1. Capital gains dividends and unrealizedgovernment agency for providing a service,Any unreimbursed expenses of officers, gains and losses. Do not include on this linefacility, or product for the primary benefit of theemployees, or volunteers do not belong on the any capital gains dividends. They are reportedgeneral public.Form 990 or Form 990-EZ. See the instructions on line 5. Also do not include unrealized gains
for charitable contributions and employee and losses on investments carried at marketLine 3—Membership Dues and
business expenses in Pub. 526 and 463, value. See the instructions for line 20.Assessments
respectively.

2. Exempt function revenue (programEnter members’ and affiliates’ dues and
3. Section 501(c)(9), (17), and (18) service). Do not include on line 4 amountsassessments that are not contributions. See
organizations. These organizations provide that represent income from an exempt functionalso General Instruction L.
participants with life, sickness, accident, (program service). Report these amounts on

A. What is included on line 3welfare and unemployment insurance, line 2 as program service revenue. Report
pension(s), or similar benefits, or a expenses related to this income on lines 121. Dues and assessments received that
combination of these benefits. When such an through 16.compare reasonably with the benefits of
organization receives payments from membership. When the organization receives An organization whose exempt purpose isparticipants, or their employers, to provide dues and assessments that compare to provide low-rental housing to persons withthese benefits, report the payments on line 2 reasonably with membership benefits, report low income receives exempt function incomeas program service revenue, rather than on such dues and assessments on line 3. from such rentals. An organization receivesline 1 as contributions.

exempt function income if it rents or sublets2. Organizations that generally match dues
C. How to value noncash contributions rental space to a tenant whose activities areand benefits. Organizations described in

related to the reporting organization’s exemptsection 501(c)(5), (6), or (7) generally provideSee General Instruction L and Schedule B
purpose. Exempt function income also arisesbenefits with a reasonable relationship to dues,(Form 990, 990-EZ, or 990-PF).
when an organization rents to an unaffiliatedalthough benefits to members may be indirect.

D. Schedule of contributors exempt organization at less than fair rental
B. Examples of membership benefitsAttach Schedule B (Form 990, 990-EZ, or value for the purpose of helping that
These include subscriptions to publications;990-PF). See General Instruction L and the unaffiliated organization carry out its exempt
newsletters (other than one about theSpecific Instructions for Completing the purpose. Report rental income received in
organization’s activities only); free orHeading of Form 990-EZ, Item H. these instances on line 2 and not on line 4.
reduced-rate admissions to events the

Only for purposes of completing this return,Line 2—Program Service Revenue organization sponsors; use of its facilities; and
treat income from renting property to affiliatedIncluding Medicare, Medicaid discounts on articles or services that both
exempt organizations as exempt functionPayments, and Government Fees and members and nonmembers can buy. In figuring
income and include such income on line 2 asContracts the value of membership benefits, disregard
program service revenue.such intangible benefits as the right to attendEnter the total program service revenue

meetings, vote, or hold office in the(exempt function income). Program services Lines 5a–c—Gains (or Losses) From
organization, and the distinction of being aare primarily those that form the basis of an Sale of Assets Other Than Inventory
member of the organization.organization’s exemption from tax.

1. Examples. A clinic would include on line 2 A. What is included on line 5C. What is not included on line 3
all of its charges for medical services (whether Report on line 5a all sales of securities and1. Dues or assessments received thatto be paid directly by the patients or through sales of all other types of investments (such asexceed the value of available membershipMedicare, Medicaid, or other third-party real estate, royalty interests, or partnershipbenefits. Whether or not membership benefitsreimbursement), laboratory fees, and related interests) as well as sales of all otherare used, dues received by an organization, tocharges for services. noninventory assets (such as program-relatedthe extent they exceed the monetary value of

investments and fixed assets used by theProgram service revenue also includes the membership benefits available to the dues
organization in its related and unrelatedtuition received by a school; revenue from payer, are a contribution that should be
activities).admissions to a concert or other performing reported on line 1.

arts event or to a museum; royalties received Total the cost or other basis (less2. Dues received primarily for theas author of an educational publication depreciation) and selling expenses and enterorganization’s support. If a member paysdistributed by a commercial publisher; the result on line 5b. On line 5c, enter the netdues primarily to support the organization’spayments received by a section 501(c)(9) gain or loss. Report capital gains dividends, theactivities, and not to obtain benefits of moreorganization from participants or employers of organization’s share of capital gains and lossesthan nominal monetary value, those dues are aparticipants for health and welfare benefits from a partnership, and capital gainscontribution to the organization includible oncoverage; and registration fees received in distributions from trusts on lines 5a and 5c.line 1.connection with a meeting or convention. Indicate the source on the schedule described
Line 4—Investment Income2. Program-related investment income. below.

Program service revenue also includes income For this return, you may use the morefrom program-related investments. These A. What is included on line 4 convenient way to figure the organization’sinvestments are made primarily to accomplish gain or loss from sales of securities by1. Interest on savings and temporary cashan exempt purpose of the investing comparing the sales price with theinvestments. Include the amount of interestorganization rather than to produce income. average-cost basis of the particular securityreceived from interest-bearing checkingExamples are scholarship loans and sold. However, generally, the average-costaccounts, savings, and temporary cashlow-interest loans to charitable organizations, basis is not used to figure the gain or loss frominvestments, such as money market funds,indigents, or victims of a disaster. Rental sales of securities reportable on Form 990-T.commercial paper, certificates of deposit, andincome received from an exempt function is
U.S. Treasury bills or other governmentalanother example of program-related B. What is not included on line 5obligations that mature in less than 1 year.investment income. See also the instructions Do not include on line 5 any unrealized gainsSo-called dividends or earnings received fromfor line 4. or losses on securities that are carried in themutual savings banks, money market funds,

3. Unrelated trade or business activities. books of account at market value. See theetc., are actually interest and should be
Unrelated trade or business activities (not instructions for line 20.included on this line.
including any special events or activities) that

2. Dividends and interest from securities. C. Attached schedulegenerate fees for services may also be
Include the amount of dividend and interestprogram service activities. A social club, for 1. Nonpublicly traded securities andincome from equity and debt securities (stocksexample, should report as program service noninventory items. Attach a schedule toand bonds) on this line. Include amountsrevenue the fees it charges both members and show the sale or exchange of nonpubliclyreceived from payments on securities loans, asnonmembers for the use of its tennis courts traded securities and the sale or exchange ofdefined in section 512(a)(5).and golf course. other assets that are not inventory items. The
3. Gross rents. Include gross rental income4. Government fees and contracts. Program schedule should show security transactions
received during the year from investmentservice revenue includes income earned by the separately from the sale of other assets. Show
property.organization for providing a government for these assets:

agency with a service, facility, or product that 4. Other investment income. Include, for • Date acquired and how acquired,
benefited that government agency directly example, royalty income from mineral interests • Date sold and to whom sold,
rather than benefiting the public as a whole. owned by the organization. • Gross sales price,
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• Cost, other basis, or if donated, value at time services the buyer receives from a special materials and supplies consumed, freight-in,
acquired (state which), event. If you include an expense on line 6b, do and a proportion of overhead expenses.
• Expense of sale and cost of improvements not report it again on line 7b. Report cost of Marketing and distribution expenses are not
made after acquisition, and goods related to the sale of inventory on line includible in cost of goods sold. Include those
• Depreciation since acquisition, if depreciable 7b. Fundraising expenses attributable to expenses on lines 12 through 16.
property. contributions reported on line 6a (within the 3. Investments. Do not include on line 7 sales

parentheses), and also on line 1, are2. Publicly traded securities. For sales of of investments on which the organization
reportable on lines 12 through 16.publicly traded securities through a broker, you expected to profit by appreciation and sale.

may total the gross sales price, the cost or Report sales of these investments on line 5.B. What is not included on line 6
other basis, and the expenses of sale, and

Line 8—Other Revenue1. Sales or gifts of goods or services ofreport lump-sum figures in place of providing
only nominal value. If the goods or services Enter the total income from all sources notthe detailed reporting required in the above
offered at the special event have only nominal covered by lines 1 through 7. Examples ofparagraph.
value, include all of the receipts as types of income includible on line 8 are interestPublicly traded securities include common contributions on line 1 and all of the related on notes receivable not held as investments orand preferred stocks, bonds (including expenses on lines 12 through 16. See General as program-related investments (defined in thegovernmental obligations), and mutual fund Instruction L for a description of nominal or line 2 instructions); interest on loans to officers,shares that are listed and regularly traded in an insubstantial benefits. directors, trustees, key employees, and otherover-the-counter market or on an established

employees; and royalties that are not2. Sweepstakes, raffles, and lotteries.exchange and for which market quotations are
investment income or program serviceReport as a contribution, on line 1, thepublished or otherwise readily available.
revenue.proceeds of solicitation campaigns in which the

Lines 6a–c—Special Events and names of contributors and other respondents Line 10—Grants and Similar AmountsActivities are entered in a drawing for prizes. PaidOn the appropriate line, enter the gross When a minimum payment is required for Reporting for line 10, in accordance with SFASrevenue, expenses, and net income (or loss) each raffle or lottery entry and prizes of only 116, is acceptable for Form 990-EZ purposes,from all special events and activities, such as nominal value are awarded, report any amount but not required by IRS. However, see Generaldinners, dances, carnivals, raffles, bingo received as a contribution. Report the related Instruction E.games, other gambling activities, and expenses on lines 12 through 16.
door-to-door sales of merchandise. An organization that makes a grant to be3. Activities that generate only

paid in future years should, according to SFASThese activities only incidentally contributions are not special events. An
116, report the grant’s present value on line 10.accomplish an exempt purpose. Their sole or activity that generates only contributions, such
Accruals of present value increments to theprimary purpose is to raise funds that are other as a solicitation campaign by mail, is not a
unpaid grant should also be reported on line 10than contributions to finance the organization’s special event. Any amount received should be
in future years.exempt activities. included on line 1 as a contribution. Related

expenses are reportable on lines 12 throughThis is done by offering goods or services A. What is included on line 10
16.that have more than a nominal value Enter the amount of actual grants and similar

(compared to the price charged) for a payment amounts paid to individuals and organizationsC. Attached schedulethat is more than the direct cost of those goods selected by the filing organization. IncludeAttach a schedule listing the three largestor services. See line 1 instructions A1 and A2 scholarship, fellowship, and research grants tospecial events conducted, as measured byfor a discussion on contributions reportable on individuals.gross receipts. Describe each of these eventsline 1 and revenue reportable on line 6. See
and indicate for each event: the gross receipts; 1. Specific assistance to individuals.also General Instruction L.
the amount of contributions included in gross Include on this line the amount of payments to,Calling any required payment a “donation” receipts (see line 6, instruction A1, above); the or for the benefit of, particular clients oror “contribution” on tickets, advertising, or gross revenue (gross receipts less patients, including assistance by others at thesolicitation materials does not change how contributions); the direct expenses; and the net expense of the filing organization.these payments should be reported on Form income (gross revenue less direct expenses). 2. Payments, voluntary awards, or grants to990-EZ.

Furnish the same information, in total affiliates. Include on line 10 certain types ofThe gross revenue from gambling activities figures, for all other special events held that payments to organizations “affiliated with”and other special events must be reported in are not among the largest three. Indicate the (closely related to) the reporting organization.the right-hand column on line 6a without type and number of the events not listed These payments include predetermined quotareduction for cash or noncash prizes, cost of individually (e.g., three dances and two raffles). support and dues payments by localgoods sold, compensation, fees, or other organizations to their state or nationalAn example of this schedule of specialexpenses. organizations.events might appear in columnar form as
A. What is included on line 6 follows: Note: If the organization uses Form 990-EZ

for state reporting purposes, be sure to1. Gross revenue/contributions. When an All
distinguish between payments to affiliates andSpecial Events: (A) (B) (C) Other Totalorganization receives payments for goods or
awards and grants. See General Instruction E.services offered through a special event, enter: Gross Receipts $xx $xx $xx $xx $xx

1. As gross revenue, on line 6a (in the B. What is not included on line 10Less: Contributions xx xx xx xx xx
right-hand column), the retail value of the

Gross Revenue xx xx xx xx xx 1. Administrative expenses. Do not includegoods or services,
on this line expenses made in selectingLess: Direct Expenses xx xx xx xx xx2. As a contribution, on both line 1 and line
recipients or monitoring compliance with the6a (within the parentheses), any amount Net Income or (loss) $xx $xx $xx $xx $xx terms of a grant or award. Enter thosereceived that exceeds the retail value of the
expenses on lines 12 through 16.If you use this format, report the total forgoods or services given.

Contributions on line 1 of Form 990-EZ and on 2. Purchases of goods or services from
Example. At a special event, an line 6a (within the parentheses). Report the affiliates. Do not report the cost of goods or

organization received $100 in gross receipts totals for Gross Revenue, in the right-hand services purchased from affiliates on line 10.
for goods valued at $40. The organization column, on line 6a; Direct Expenses on line 6b; Report these as expenses on lines 12 through
entered gross revenue of $40 on line 6a and and Net Income or (loss) on line 6c. 16.
entered a contribution of $60 on both line 1 and

3. Membership dues paid to anotherLines 7a–c—Gross Sales of Inventorywithin the parentheses on line 6a. The
organization. Report membership dues thatcontribution was the difference between the 1. Sales of inventory. Include on line 7a the the organization pays to another organizationgross revenue of $40 and the gross receipts of gross sales (less returns and allowances) of for general membership benefits, such as$100. inventory items, whether the sales activity is an regular services, publications, and materials on

exempt function or an unrelated trade or2. Raffles or lotteries. Report as revenue, on line 16, as “Other expenses.”
business. Include all inventory sales exceptline 6a, any amount received from raffles or
sales of goods at special events, which arelotteries that require payment of a specified C. Attached schedule
reportable on line 6.minimum amount for each entry, unless the Attach a schedule to explain the amounts

prizes awarded have only nominal value. See 2. Cost of goods sold. On line 7b, report the reported on line 10. Show on this schedule:
line 6, instruction B1 and B2, below. cost of goods sold related to sales of such • Each class of activity,
3. Direct expenses. Report on line 6b only the inventory. The usual items included in cost of • The grantee’s name and address,
direct expenses attributable to the goods or goods sold are direct and indirect labor, • The amount given, and
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• The relationship of the grantee (in the case from employees’ salaries and paid over to the Line 20—Other Changes in Net Assets
of grants to individuals) if the relationship is by various governmental units (such as Federal or Fund Balances
blood, marriage, adoption, or employment and state income taxes and the employees’ Attach a statement explaining any changes in
(including employees’ children) to any person share of social security and Medicare taxes) net assets or fund balances between the
or corporation with an interest in the are part of the employees’ salaries included on beginning and end of the year that are not
organization, such as a creator, donor, director, line 12. Report expenses paid or incurred for accounted for by the amount on line 18.trustee, officer, etc. employee events such as a picnic or holiday Amounts to report here include adjustments ofAny grants reported on line 10 that were party on this line. earlier years’ activity; unrealized gains andapproved during the year, but not paid by the losses on investments carried at market value;Line 13—Professional Fees and Otherdue date for filing Form 990-EZ (including and any difference between fair market valuePayments to Independent Contractorsextensions), must be identified and listed and book value of property given as an awardseparately in the line 10 schedule. Enter the total amount of legal, accounting, or grant. See General Instruction G regarding

auditing, other professional fees (such as feesGive the name and address of each affiliate the reporting of a section 481(a) adjustment to
for fundraising or investment services) andthat received any payment reported on line 10. conform to SFAS 116.
related expenses charged by outside firms andSpecify both the amount and purpose of these
individuals who are not employees of thepayments.
organization. Do not include any penalties,Classify activities on this schedule in more Part II—Balance Sheetsfines, or judgments imposed against thedetail than by using such broad terms as All organizations, except those that meet oneorganization as a result of legal proceedings.charitable, educational, religious, or scientific. of the exceptions in General Instruction F, mustReport and identify those expenses on line 16.For example, identify payments to affiliates; complete columns (A) and (B) of Part II of theReport fees paid to directors and trustees onpayments for nursing services; fellowships; or return and may not submit a substitute balanceline 12.payments for food, shelter, or medical services sheet. Failure to complete Part II may result in

for indigents or disaster victims. For payments Line 14—Occupancy, Rent, Utilities, penalties for filing an incomplete return. If there
to indigent families, do not identify the is no amount to report in column (A), Beginningand Maintenance
individuals. of year, put a zero in that column. See GeneralEnter the total amount paid or incurred for the

If an organization gives property other than Instruction K.use of office space or other facilities, heat,
cash and measures an award or grant by the light, power, and other utilities, outside Some states require more information. Seeproperty’s fair market value, also show on this janitorial services, mortgage interest, real General Instruction E for more informationschedule: estate taxes and property insurance about completing a Form 990-EZ to be filed• A description of the property, attributable to rental property, and similar with any state or local government agency.• The book value of the property, expenses. Do not subtract from rental• How you determined the book value, expenses reported on line 14 any rental Line 22—Cash, Savings, and• How you determined the fair market value, income received from renting or subletting Investmentsand rented space. See the instructions for lines 2• The date of the gift. Include all interest and non-interest bearingand 4 to determine whether such income is

Any difference between a property’s fair accounts such as petty cash funds, checkingreportable as exempt function income or
market value and book value should be accounts, savings accounts, money marketinvestment income. However, report on line 14
recorded in the organization’s books of account funds, commercial paper, certificates ofany rental expenses for rental income reported
and on line 20. deposit, U.S. Treasury bills, and otheron lines 2 and 4. If the organization records

government obligations. Also include the bookColleges, universities, and primary and depreciation on property it occupies, enter the
value of securities held as investments, and allsecondary schools are not required to list the total for the year.
other investment holdings including land andnames of individuals who were provided For an explanation of acceptable methods buildings held for investment. Report thescholarships or other financial assistance for computing depreciation, see Pub. 946. income from these investments on line 4.whether they are the recipients of Federal

grant money or not. Instead, these Line 15—Printing, Publications, Line 23—Land and Buildingsorganizations must (a) group each type of Postage, and Shipping
Enter the book value (cost or other basis lessfinancial aid provided; (b) indicate the number Enter the printing and related costs of accumulated depreciation) of all land andof individuals who received the aid; and (c) producing the reporting organization’s own buildings owned by the organization and notspecify the aggregate dollar amount. newsletters, leaflets, films, and other held for investment.Line 11—Benefits Paid To or For informational materials on this line. Include the

costs of outside mailing services on this line.Members Line 24—Other Assets
Also include the cost of any purchasedFor an organization that gives benefits to Enter the total of other assets along with apublications as well as postage and shippingmembers or dependents (such as description of those assets. Amounts to includecosts not reportable on lines 5b, 6b, or 7b. Doorganizations exempt under section 501(c)(8), here are (among others) receivable accounts,not include any expenses, such as salaries, for(9), or (17)), enter the amounts paid for: (a) inventories, and prepaid expenses.which a separate line is provided.death, sickness, hospitalization, or disability

benefits; (b) unemployment compensation Line 25—Total AssetsLine 16—Other Expenses
benefits; and (c) other benefits. Do not include, Enter the amount of total assets. If theInclude here such expenses as penalties,on this line, the cost of employment-related end-of-year total assets entered in column (B)fines, and judgments; unrelated businessbenefits the organization gives its officers and are $250,000 or more, Form 990 must be filedincome taxes; insurance and real estate taxesemployees. Report them on line 12. instead of Form 990-EZ.not attributable to rental property or reported as
Line 12—Salaries, Other occupancy expenses; depreciation on

Line 27—Net Assets or Fund Balancesinvestment property; travel and transportationCompensation, and Employee Benefits
costs; interest expense; and expenses for Subtract line 26 (total liabilities) from line 25Enter the total salaries and wages paid to all
conferences, conventions, and meetings. (total assets) to determine net assets. Enteremployees and the fees paid to officers,

this net asset amount on line 27. The amountdirectors, and trustees. Include the total of the Some states that accept Form 990-EZ in
entered in column (B) should agree with theemployer’s share of the contributions the satisfaction of their filing requirements may
net asset or fund balance amount on line 21.organization paid to qualified and nonqualified require that certain types of miscellaneous

pension plans and the employer’s share of expenses be itemized. See General Instruction States that accept Form 990-EZ as theircontributions to employee benefit programs E. basic report form may require a separate(such as insurance, health, and welfare statement of changes in net assets. SeeLine 18—Excess or (Deficit) for theprograms) that are not an incidental part of a General Instruction E.pension plan. Complete the Form 5500 return if Year
you are required to file it. Enter the difference between lines 9 and 17. If

line 17 is more than line 9, enter the differenceAlso include in the total the amount of Part III—Statement of Program
in parentheses.Federal, state, and local payroll taxes for the Service Accomplishmentsyear that are imposed on the organization as
Line 19—Net Assets or Fund Balances A program service is a major (usually ongoing)an employer. This includes the employer’s
at Beginning of Year objective of an organization, such asshare of social security and Medicare taxes,

adoptions, recreation for the elderly,Federal unemployment tax (FUTA), state Enter the amount from the prior year’s balance
rehabilitation, or publication of journals orunemployment compensation tax, and other sheet or from Form 5500 or an approved DOL
newsletters.state and local payroll taxes. Taxes withheld form if General Instruction F applies.
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Include current-year payments of amountsStep Action • Do not include these amounts in reported or reportable as deferred
the expense column in Part III. compensation in any prior year.1 State the organization’s primary
•  See the instructions for line 1, B2.exempt purpose. Column (D)

Include in this column all forms of deferred
2 All organizations must describe their compensation and future severance paymentsPart IV—List of Officers, Directors,exempt purpose achievements for (whether or not funded; whether or not vested;

Trustees, and Key Employees and whether or not the deferred compensationeach of their three largest program
plan is a qualified plan under section 401(a)).services (as measured by total List each person who was an officer, director,
Include also payments to welfare benefit plansexpenses incurred). If there were trustee, or key employee (defined below) of the
on behalf of the officers, etc. Such plansorganization at any time during the year even ifthree or fewer of such activities,
provide benefits such as medical, dental, lifethey did not receive any compensation fromdescribe each program service
insurance, severance pay, disability, etc.the organization.activity.
Reasonable estimates may be used if preciseEnter a zero in columns (B), (C), (D), or (E)•  Describe program service cost figures are not readily available.if no hours were entered in column (B) and noaccomplishments through Unless the amounts were reported incompensation, contributions, expenses, and

measurements such as clients column (C), report, as deferred compensationother allowances were paid during the
served, days of care, therapy in column (D), salaries and other compensationreporting year, or deferred for payment to a
sessions, or publications issued. earned during the period covered by the return,future accounting period.

but not yet paid by the date the organizationAid in the processing of your return by•  Describe the activity’s objective,
files its return.grouping together, preferably at the end of yourfor both this time period and the

list, those who received no compensation. Be Column (E)longer-term goal, if the output is
careful not to repeat names.intangible, such as in a research Enter both taxable and nontaxable fringe

Give the preferred address at whichactivity. benefits (other than de minimis fringe benefits
officers, etc., want the Internal Revenue described in section 132(e)). Include amounts•  Give reasonable estimates for any Service to contact them. that the recipients must report as income onstatistical information if exact their separate income tax returns. ExamplesUse an attachment if there are more thanfigures are not readily available. include amounts for which the recipient did notfour persons to list in Part IV.Indicate that this information is account to the organization or allowances thatShow all forms of cash and noncashestimated. were more than the payee spent on serving thecompensation received by each listed officer,

organization. Include payments made under•  Be clear, concise, and complete in etc., whether paid currently or deferred.
indemnification arrangements, the value of theyour description. Avoid adding an If you pay any other person, such as a personal use of housing, automobiles, or otherattachment. management services company, for the assets owned or leased by the organization (or

services provided by any of your officers, provided for the organization’s use without
directors, trustees, or key employees, report3 If part of the total expenses of any charge), as well as any other taxable and
the compensation and other items in Part IV asprogram service consists of grants nontaxable fringe benefits. See Pub. 525 for
if you had paid the officers, etc., directly.reported on line 10, show the amount more information.

of the grants in the space provided A failure to fully complete Part IV can Form 941 must be filed to report income tax
subject both the organization and theand include the grants in the withholding and social security and Medicare
individuals responsible for such failure to“Expenses” column. taxes. The organization must also file Form
penalties for filing an incomplete return. See 940 to report Federal unemployment tax,•  Section 501(c)(3) and (4) General Instruction K. In particular, entering unless the organization is not subject to theseorganizations, and section the phrase on Part IV, “Information available taxes. See Pub. 15 (Circular E) for more4947(a)(1) nonexempt charitable upon request,” or a similar phrase, is not information. See also the Trust Fund Recoverytrusts, must show the amount of acceptable. Penalty discussion in General Instruction D.grants and allocations to others and The organization may also provide an

must enter the total expenses for attachment to explain the entire 2002
each program service reported. Part V—Other Informationcompensation package for any person listed in

Part IV. • Section 501(c)(3) organizations and section•  For all other organizations,
4947(a)(1) nonexempt charitable trusts mustKey employee. A “key employee” is anycompleting the “Expenses” column
also complete and attach a Schedule A (Formperson having responsibilities or powers similar(and the “Grants” entry) in Part III is
990 or 990-EZ) to their Form 990-EZ. Seeto those of officers, directors, or trustees. Theoptional. General Instruction D for information onterm includes the chief management and
Schedule A (Form 990 or 990-EZ).administrative officials of an organization (such

4 Attach a schedule that lists the • Answer “Yes,” “No,” or “N/A” to eachas an executive director or chancellor) but
organization’s other program services. question.does not include the heads of separate

• The organization must attach a statementdepartments or smaller units within an•  The detailed information required
regarding personal benefit contracts. Seeorganization.for the three largest services is not General Instruction V.A chief financial officer and the officer innecessary for this schedule.

charge of administration or program operations Line 33—Change in Activities•  Section 501(c)(3) and (4) are both key employees if they have the Attach a statement to explain any significantorganizations, and section authority to control the organization’s activities, changes in the kind of activities the4947(a)(1) nonexempt charitable its finances, or both. The “heads of separate organization conducts to further its exempttrusts, however, must show the departments” reference applies to persons purpose. Include new or modified activities not
expenses attributable to their such as the heads of the radiology department listed as current or planned in the
program services. or coronary care unit of a hospital or the head organization’s application for recognition of

of the chemistry or history or English exemption or not already made known to the
department at a college. These persons are5 The organization may show the IRS by a letter to its Director EO Examination
managers within their specific areas but not foramount of any donated services, or or by an attachment to the organization’s return
the organization as a whole and, therefore, are for any earlier year. Also include any majoruse of materials, equipment, or
not key employees. program activities that are being discontinued.facilities it received or utilized in

connection with a specific program Column (B) Line 34—Changes in Organizing or
service. In column (B), a numerical estimate of the Governing Documents

average hours per week devoted to the•  Disclose the applicable amounts Attach a conformed copy of any changes to theposition is required for a complete answer.of any donated services, etc., on articles of incorporation, or association,Statements such as “as needed” or “as constitution, trust instrument, or otherthe lines for the narrative required,” or “40+” are unacceptable. organizing document, or to the bylaws or otherdescription of the appropriate
governing document.Column (C)program service.

For each person listed, report salary, fees, A “conformed copy” is one that agrees with
bonuses, and severance payments paid. the original document and all amendments to
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it. If the copies are not signed, they must be If the organization meets Exception 1 or 2 • The official actions or positions of covered
accompanied by a written declaration signed below, it is excluded from the notice, reporting, executive branch officials through direct
by an officer authorized to sign for the and proxy tax requirements of section 6033(e), communication.
organization, certifying that they are complete and you should check “No” to line 35a, unless Direct lobbying does not include
and accurate copies of the original documents. the organization had $1,000 or more of attempting to influence:

unrelated business income. See also Rev. • Any local council on legislation of directPhotocopies of articles of incorporation Proc. 98-19, 1998-1 C.B. 547. interest to the organization or its members, andshowing the certification of an appropriate state • The general public regarding legislativeException 1. Section 6033(e)(3) exceptionofficial need not be accompanied by such a
matters (grassroots lobbying).for nondeductible dues.declaration. See Rev. Proc. 68-14, 1968-1 C.B.

Other lobbying includes:768, for details. When a number of changes 1. All organizations exempt from tax under
• Grassroots lobbying,are made, attach a copy of the entire revised section 501(a), other than section 501(c)(4),
• Foreign lobbying,organizing instrument or governing document. (5), and (6) organizations.
• Third-party lobbying, and2. Local associations of employees’ andHowever, if your exempt organization • Dues paid to another organization that wereveterans’ organizations described in sectionchanges its legal structure, such as from a trust used to lobby.501(c)(4), but not section 501(c)(4) socialto a corporation, you must file a new exemption

welfare organizations. In-house expenditures include:application to establish that the new legal entity
3. Labor unions and other labor • Salaries, andqualifies for exemption.

organizations described in section 501(c)(5), • Other expenses of the organization’s officials
but not section 501(c)(5) agricultural and and staff (including amounts paid or incurredLine 35—Unrelated Business Income
horticultural organizations. for the planning of legislative activities).and Lobbying Proxy Tax

4. Section 501(c)(4), (5), and (6) In-house expenditures do not include:
organizations that receive more than 90% of • Any payments to other taxpayers engaged inUnrelated business income
their dues from: lobbying or political activities as a trade orPolitical organizations described in section 527

a. Section 501(c)(3) organizations, business.are not required to answer this question.
b. State or local governments, • Any dues paid to another organization that

Check “Yes” on line 35a if the c. Entities whose income is exempt from are allocable to lobbying or political activities.
organization’s total gross income from all of its tax under section 115, or Line 36—Liquidation, Dissolution,unrelated trades and businesses is $1,000 or d. Organizations described in 1 through 3,

Termination, or Substantialmore for the year. Gross income is gross above.
Contractionreceipts less the cost of goods sold. See Pub. 5. Section 501(c)(4) and (5) organizations

598 for a description of unrelated business that receive more than 90% of their annual If there was a liquidation, dissolution,
income and the Form 990-T filing dues from: termination, or substantial contraction, attach a
requirements. Form 990-T is not a substitute statement explaining what took place.a. Persons,
for Form 990-EZ. Items of income and b. Families, or For a complete liquidation of a corporation
expense reported on Form 990-T must also be c. Entities who each paid annual dues of or termination of a trust, check the “Final
reported on Form 990-EZ when the $83 or less in 2002 (adjusted annually for Return” box in the heading of the return. On
organization is required to file both forms. inflation). See Rev. Proc. 2001-59, 2001-52 the attached statement, show whether the

I.R.B. 623(2001-2 C.B. 623). assets have been distributed and the date.Note: All tax-exempt organizations must pay
6. Any organization that receives a private Also attach a certified copy of any resolution,estimated taxes with respect to their unrelated

letter ruling from the IRS stating that the or plan of liquidation or termination, etc., withbusiness income if they expect their tax liability
organization satisfies the section 6033(e)(3) all amendments or supplements not alreadyto be $500 or more. Use Form 990-W to
exception. filed. In addition, attach a schedule listing thecompute this tax.

7. Any organization that keeps records to names and addresses of all persons who
Section 6033(e) tax for lobbying substantiate that 90% or more of its members received the assets distributed in liquidation or
expenditures cannot deduct their dues (or similar amounts) termination; the kinds of assets distributed to

as business expenses whether or not any part each one; and each asset’s fair market value.If you check “No” to line 35a, you are certifying
of their dues are used for lobbying purposes.that the organization was not subject to the A “substantial contraction” is a partial

8. Any organization that is not anotice and reporting requirements of section liquidation or other major disposition of assets
membership organization.6033(e) and that the organization had no except transfers for full consideration or

lobbying and political expenditures potentially distributions from current income.
Note: Special rules treat affiliated socialsubject to the proxy tax. A “major disposition of assets” means anywelfare organizations, agricultural andSection 6033(e) notice and reporting disposition for the tax year that is:horticultural organizations, and businessrequirements and proxy tax. Section 6033(e) 1. At least 25% of the fair market value ofleagues as parts of a single organization forrequires certain section 501(c)(4), (5), and (6) the organization’s net assets at the beginningpurposes of meeting the nondeductible duesorganizations to tell their members the portion of the tax year; orexception. See Rev. Proc. 98-19.of their membership dues that were allocable 2. One of a series of related dispositionsException 2. Section 6033(e)(1) $2,000to the political or lobbying activities of the begun in earlier years that add up to at leastin-house lobbying exception. Anorganization. If an organization does not give 25% of the net assets the organization had atorganization satisfies the $2,000 in-houseits members this information, then the the beginning of the tax year when the firstlobbying exception if it:organization is subject to a proxy tax. The tax disposition in the series was made. Whether a

is reported on Form 990-T. 1. Did not receive a waiver for proxy tax major disposition of assets took place through
owed for the prior year. a series of related dispositions depends on theIf you check “Yes” on line 35a to declare 2. Did not make any political or foreign facts in each case.that your organization had reportable section lobbying expenditures during the 20026033(e) lobbying and political expenses in the See Regulations section 1.6043-3 forreporting year,2002 reporting year (and potential liability for special rules and exceptions.3. Incurred lobbying expenses during thethe proxy tax): 2002 reporting year consisting only of in-house Line 37—Expenditures for Political1. Complete lines 85a-h, page 5, of Form direct lobbying expenses totaling $2,000 or Purposes990 (note instructions), and less, but excluding:

Political organizations described in section2. Attach page 5 to Form 990-EZ. a. Any allocable overhead expenses, and 527 are not required to answer this
Only certain organizations that are tax b. All direct lobbying expenses of any local question.

exempt under sections: council regarding legislation of direct interest to
A political expenditure is one intended to• 501(c)(4) (social welfare organizations) the organization or its members.

influence the selection, nomination, election, or• 501(c)(5) (agricultural and horticultural
appointment of anyone to a Federal, state, ororganizations), or Definitions.
local public office, or office in a political• 501(c)(6) (business leagues) Grassroots lobbying refers to attempts to organization, or the election of Presidential orare subject to (a) the section 6033(e) notice influence any segment of the general public Vice Presidential electors. It does not matterand reporting requirements, and (b) a potential regarding legislative matters or referendums. whether the attempt succeeds.proxy tax.

If your organization is not tax-exempt Direct lobbying includes attempting to An expenditure includes a payment,
under sections 501(c)(4), (5), or (6), check influence: distribution, loan, advance, deposit, or gift of
“No” on line 35a, unless there was • Legislation through communication with money, or anything of value. It also includes a
unrelated business income. legislators and other government officials, and contract, promise, or agreement to make an
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expenditure, whether or not legally use and benefit of the recipient, and other unrelated business income exceeds
enforceable. receivables subject to special terms or arising $1,000, it must report the investment income

from nontypical transactions, must be reported and other unrelated business income on FormAll section 501(c) organizations. An exempt
as separate loans for each officer, director, 990-T.organization that is not a political organization
trustee, and key employee. Nondiscrimination policy. A sectionmust file Form 1120-POL if it is treated as

501(c)(7) organization is not exempt fromWhen loans should be reported as a singlehaving political organization taxable income
income tax if any written policy statement,total. In the required schedule, reportunder section 527(f)(1).
including the governing instrument and bylaws,receivables that are subject to the same termsIf a section 501(c) organization establishes
allows discrimination on the basis of race,and conditions (including credit limits and rateand maintains a section 527(f)(3) separate
color, or religion.of interest) as receivables due from the generalsegregated fund, see the specific instructions

public (occurring in the normal course of the However, section 501(i) allows social clubsfor line 81, Form 990.
organization’s operations) as a single total for to retain their exemption under sectionSection 501(c)(3) organizations. A section all the officers, directors, trustees, and key 501(c)(7) even though their membership is501(c)(3) organization will lose its tax-exempt employees. Report travel advances for official limited (in writing) to members of a particularstatus if it engages in political activity. business of the organization as a single total. religion, if the social club:

A section 501(c)(3) organization must pay a Schedule format. For each outstanding loan 1. Is an auxiliary of a fraternal beneficiarysection 4955 excise tax for any amount paid or or other receivable that must be reported society exempt under section 501(c)(8), andincurred on behalf of, or in opposition to, any separately, the attached schedule should show 2. Limits its membership to the memberscandidate for public office. The organization the following information (preferably in of a particular religion; or the membershipmust pay an additional excise tax if it fails to columnar form): limitation is:correct the expenditure timely. • Borrower’s name and title, a. A good-faith attempt to further the• Original amount,A manager of a section 501(c)(3) teachings or principles of that religion, and• Balance due,organization who knowingly agrees to a b. Not intended to exclude individuals of a• Date of note,political expenditure must pay a section 4955 particular race or color.• Maturity date,excise tax, unless the agreement is not willful
• Repayment terms,and there is reasonable cause. A manager who Line 40a—Section 501(c)(3)• Interest rate,does not agree to a correction of the political organizations: Disclosure of excise• Security provided by the borrower,expenditure may have to pay an additional taxes imposed under section 4911,• Purpose of the loan, andexcise tax.

4912, or 4955• Description and fair market value of theWhen an organization promotes a
Section 501(c)(3) organizations must discloseconsideration furnished by the lender (e.g.,candidate for public office (or is used or
any excise tax imposed during the year undercash—$1,000; or 100 shares of XYZ, Inc.,controlled by a candidate or prospective
section 4911 (excess lobbying expenditures),common stock—$9,000).candidate), amounts paid or incurred for the
4912 (disqualifying lobbying expenditures), or,The above detail is not required forfollowing purposes are political expenditures:
unless abated, 4955 (political expenditures).receivables or travel advances that may be• Remuneration to such individual (a
See sections 4962 and 6033(b).reported as a single total. However, report andcandidate or prospective candidate) for

identify those totals separately in thespeeches or other services; Line 40b—Section 501(c)(3) and
attachment.• Travel expenses of such individual; 501(c)(4) organizations: Disclosure of

• Expenses of conducting polls, surveys, or Line 39—Section 501(c)(7) section 4958 excess benefit
other studies, or preparing papers or other Organizations transactions and excise taxes
material for use by such individual;

Sections 6033(b) and 6033(f) require sectionGross receipts test. A section 501(c)(7)• Expenses of advertising, publicity, and
501(c)(3) and (4) organizations to report theorganization may receive up to 35% of itsfundraising for such individual; and
amount of taxes imposed under section 4958gross receipts, including investment income,• Any other expense that has the primary
(excess benefit transactions) involving thefrom sources outside its membership andeffect of promoting public recognition or
organization, unless abated, as well as anyremain tax-exempt. Part of the 35% (up to 15%otherwise primarily accruing to the benefit of
other information the Secretary may requireof gross receipts) may be from public use of asuch individual.
concerning those transactions. See Generalsocial club’s facilities.An organization is effectively controlled by a
Instruction P for a discussion of excess benefitcandidate or prospective candidate only if such Gross receipts are the club’s income from
transactions.individual has a continuing, substantial its usual activities and include:

Attach a statement describing any excessinvolvement in the day-to-day operations or • Charges,
benefit transaction, the disqualified person ormanagement of the organization. • Admissions,
persons involved, and whether or not the• Membership fees,A determination of whether the primary
excess benefit transaction was corrected.• Dues,purpose of an organization is promoting the

• Assessments, andcandidacy or prospective candidacy of an Line 40c—Taxes imposed on• Investment income (such as dividends,individual for public office is made on the basis organization managers or disqualified
rents, and similar receipts), and normalof all the facts and circumstances. See section personsrecurring capital gains on investments.4955 and Regulations section 53.4955. For line 40c, enter the amount of taxes

Use Form 4720 to figure and report these imposed on organization managers orGross receipts do not include:excise taxes. disqualified persons under sections 4912,• Capital contributions (see Regulations 4955, and 4958, unless abated.Line 38—Loans To or From Officers, section 1.118-1),
Directors, Trustees, and Key Line 40d—Taxes reimbursed by the• Initiation fees, or

• Unusual amounts of income (such as theEmployees organization
sale of the clubhouse).Enter the end-of-year unpaid balance of For line 40d, enter the amount of tax on line
Note: College fraternities or sororities or othersecured and unsecured loans made to or 40c that was reimbursed by the organization.
organizations that charge membership initiationreceived from officers, directors, trustees, and Any reimbursement of the excise tax liability of
fees, but not annual dues, do include initiationkey employees. For example, if the a disqualified person or organization manager
fees in their gross receipts.organization borrowed $1,000 from one officer will be treated as an excess benefit unless (1)

and loaned $500 to another, none of which has the organization treats the reimbursement as If the 35% and 15% limits do not affect the
been repaid, report $1,500 on line 38b. compensation during the year theclub’s exempt status, include the income

reimbursement is made, and (2) the totalshown on line 39b on the club’s Form 990-T.For loans outstanding at the end of the
compensation to that person, including theyear, attach a schedule as described below. Investment income earned by a section reimbursement, is reasonable.Report any interest expense on line 16 and any 501(c)(7) organization is not tax-exempt

interest income on line 2, 4, or 8, depending on Line 41—List of statesincome unless it is set aside for:
the nature of the receivable that created the • Religious, List each state with which the organization is
interest income. • Charitable, filing a copy of this return in full or partial
When loans should be reported separately. • Scientific, satisfaction of state filing requirements.
In the required schedule, report each loan • Literary,

Line 43—Section 4947(a)(1)separately, even if more than one loan was • Educational purposes, or
nonexempt charitable trustsmade to or received from the same person, or • Prevention of cruelty to children or animals.

the same terms apply to all loans made. Salary  If the combined amount of an Section 4947(a)(1) nonexempt charitable trusts
advances and other advances for the personal organization’s gross investment income and that file Form 990-EZ instead of Form 1041
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must complete this line. The trust should investment company as well as tax-exempt
include exempt-interest dividends received interest received directly.
from a mutual fund or other regulated

Paperwork Reduction Act Notice. We ask for the information on this form to carry out the Internal Revenue laws of the United States. You are
required to give us the information. We need it to ensure that you are complying with these laws.

The organization is not required to provide the information requested on a form that is subject to the Paperwork Reduction Act unless the form
displays a valid OMB control number. Books or records relating to a form or its instructions must be retained as long as their contents may become
material in the administration of any Internal Revenue law. The rules governing the confidentiality of the Form 990, and Form 990-EZ, are covered in
Code section 6104.

The time needed to complete and file this form and related schedules will vary depending on individual circumstances. The estimated average
times are:

Form Recordkeeping Learning about the law or Preparing Copying, assembling,
the form the and sending the form

form to the IRS

990 98 hr., 17 min. 15 hr., 10 min. 21 hr., 10 min. 1 hr., 4 min.

990-EZ 28 hr., 56 min. 11 hr., 39 min. 14 hr., 30 min. 39 min.

Schedule A (Form 990 or 990-EZ) 50 hr., 13 min. 9 hr., 26 min. 10 hr., 40 min. –0–

Schedule B (Form 990, 990-EZ, or 4 hr., 46 min. 1 hr., 23 min. 1 hr., 31 min. –0–
990-PF)

If you have comments concerning the accuracy of these time estimates or suggestions for making these forms simpler, we would be happy to
hear from you. You can write to the Tax Forms Committee, Western Area Distribution Center, Rancho Cordova, CA 95743-0001. Do not send the
form to this address. Instead, see When and Where To File in General Instruction H.
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Changes to note . . . . . . . . . . . . 1 Expenses, functional . . . . . . . . . 21 Regulations . . . . . . . . . . . . 11-13 Pension plan contributions . . . . . . 22
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Fees . . . . . . . . . . . . . . . . 23, 39Contribution, quid pro quo . . . . . . 8 Prepaid expenses . . . . . . . . . . . 25
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