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Department of the Treasury
Internal Revenue Service2002

Instructions for Form 990-PF
Return of Private Foundation or Section 4947(a)(1) Nonexempt Charitable Trust
Treated as a Private Foundation
Section references are to the Internal Revenue Code unless otherwise noted.
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• Part II, column (c), with the exception • A nonexempt charitable trust treatedGeneral Instructions of line 16, applies only to organizations as a private foundation is a trust that is
having at least $5,000 in assets per not exempt from tax under section 501(a)Purpose of form. Form 990-PF is used:
books at some time during the year. Line and all of the unexpired interests of which• To figure the tax based on investment
16, column (c), applies to all filers. are devoted to religious, charitable, orincome, and
• Part IV does not apply to foreign other purposes described in section• To report charitable distributions and
organizations. 170(c)(2)(B), and for which a deductionactivities.
• Parts V and VI do not apply to was allowed under a section of the CodeAlso, Form 990-PF serves as a
organizations making an election under listed in section 4947(a)(1).substitute for the section 4947(a)(1)
section 41(e). • A taxable private foundation is annonexempt charitable trust’s income tax
• Part X does not apply to foreign organization that is no longer exemptreturn, Form 1041, U.S. Income Tax
foundations that check box D2 on page 1 under section 501(a) as an organizationReturn for Estates and Trusts, when the
of Form 990-PF unless they claim status described in section 501(c)(3). Though ittrust has no taxable income.
as a private operating foundation. may operate as a taxable entity, it will
• Parts XI and XIII do not apply to continue to be treated as a privateA. Who Must File
foreign foundations that check box D2 on foundation until that status is terminatedForm 990-PF is an annual information page 1 of Form 990-PF. However, check under section 507.return that must be filed by: the box at the top of Part XI. Part XI does • A private operating foundation is an• Exempt private foundations (section not apply to private operating foundations. organization that is described under6033(a), (b), and (c)). Also, if the organization is a private section 4942(j)(3) or (5). It means any• Taxable private foundations (section operating foundation for any of the years private foundation that spends at least6033(d)). shown in Part XIII, do not complete the 85% of the smaller of its adjusted net• Organizations that agree to private portions that apply to those years. income (figured in Part I) or its minimumfoundation status and whose applications • Part XIV applies only to private investment return (figured in Part X)for exempt status are pending on the due operating foundations. directly for the active conduct of thedate for filing Form 990-PF. • Part XV applies only to organizations exempt purpose or functions for which the• Organizations that made an election having assets of $5,000 or more during foundation is organized and operated andunder section 41(e)(6). the year. This part does not apply to that also meets the assets test, the• Organizations that are making a certain foreign organizations. endowment test, or the support testsection 507 termination.

(discussed in Part XIV).• Section 4947(a)(1) nonexempt How to avoid filing an incomplete • A nonoperating private foundation ischaritable trusts that are treated as return.
a private foundation that is not a privateprivate foundations (section 6033(d)). • Complete all applicable line items,
operating foundation.• Answer “Yes,” “No,” or “N/A” (not

Note: Include on the foundation’s return • A foundation manager is an officer,applicable) to each question on the
the financial and other information of any director, or trustee of a foundation, or anreturn,
disregarded entity owned by the individual who has powers similar to• Make an entry (including a zero when
foundation. See Regulations sections those of officers, directors, or trustees. Inappropriate) on all total lines, and
301.7701-1 through 3 for information on the case of any act or failure to act, the• Enter “None” or “N/A” if an entire part
the classification of certain business term “foundation manager” may alsodoes not apply.
organizations including an eligible entity include employees of the foundation who
that is disregarded as an entity separate have the authority to act.Sequencing Chart To Complete
from its owner (disregarded entity). • A disqualified person is:the Form

1. A substantial contributor (seeOther section 4947(a)(1) nonexempt You may find the following chart helpful. It
instructions for Part VII-A, line 10, oncharitable trusts. Section 4947(a)(1) limits jumping from one part of the form to
page 19);nonexempt charitable trusts that are not another to compute an amount needed to

2. A foundation manager;treated as private foundations do not file complete an earlier part. If you complete
3. A person who owns more than 20%Form 990-PF. However, they may need to the parts in the listed order, any

of a corporation, partnership, trust, orfile Form 990, Return of Organization information you may need from another
unincorporated enterprise that is itself aExempt From Income Tax, or Form part will already be entered.
substantial contributor;990-EZ, Short Form Return of

Step Part Step Part 4. A family member of an individualOrganization Exempt From Income Tax.
described in 1, 2, or 3 above; orWith either of these forms, the trust must

1 . . . . . . . IV  8 . . . . . . XII, lines 1 – 4 5. A corporation, partnership, trust, oralso file Schedule A (Form 990 or 2 . . . . . . . I & II  9 . . . . . . V & VI
estate in which persons described in 1, 2,990-EZ), Organization Exempt Under 3 . . . . . . . Heading 10 . . . . . . XII, lines 5 – 6

4 . . . . . . . III 11 . . . . . . XI 3, or 4 above own a total beneficialSection 501(c)(3) (Except Private
5 . . . . . . . VII-A 12 . . . . . . XIII interest of more than 35%.Foundation), and Section 501(e), 501(f), 6 . . . . . . . VIII 13 . . . . . . VII-B

6. For purposes of section 4941501(k), 501(n), or Section 4947(a)(1) 7 . . . . . . . IX-A –  X 14 . . . . . . XIV –  XVII

(self-dealing), a disqualified person alsoNonexempt Charitable Trust
includes certain government officials.Supplementary Information. (See Form C. Definitions (See section 4946(c) and the related990 and Form 990-EZ instructions.)
regulations.)• A private foundation is a domestic or

7. For purposes of section 4943foreign organization exempt from incomeB. Which Parts To
(excess business holdings), a disqualifiedtax under section 501(a); described in
person also includes:Complete section 501(c)(3); and is other than an

organization described in sections a. A private foundation that isThe parts of the form listed below do not
509(a)(1) through (4). effectively controlled (directly or indirectly)apply to all filers. See How to avoid

by the same persons who control thefiling an incomplete return on this page In general, churches, hospitals,
private foundation in question orfor information on what to do if a part or schools, and broadly publicly supported

an item does apply. organizations are excluded from private b. A private foundation to which
• Part I, column (c), applies only to foundation status by these sections. substantially all of the contributions were
private operating foundations and to These organizations may be required to made (directly or indirectly) by one or
nonoperating private foundations that file Form 990 (or Form 990-EZ) instead of more of the persons described in 1, 2,
have income from charitable activities. Form 990-PF. and 3 above, or members of their
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families, within the meaning of section Investment Income for Private Revenue Code, is primarily used to
4946(d). Foundations). determine the excise taxes imposed on:
• An organization is controlled by a acts of self-dealing between privateForm 1041, U.S. Income Tax Return for
foundation or by one or more disqualified foundations and disqualified persons;Estates and Trusts. Required of section
persons with respect to the foundation if failure to distribute income; excess4947(a)(1) nonexempt charitable trusts
any of these persons may, by combining business holdings; investments thatthat also file Form 990-PF. However, if
their votes or positions of authority, jeopardize the foundation’s charitablethe trust does not have any taxable
require the organization to make an purposes; and making political or otherincome under the income tax provisions
expenditure or prevent the organization noncharitable expenditures. Certain(subtitle A of the Code), it may use the
from making an expenditure, regardless excise taxes and penalties also apply tofiling of Form 990-PF to satisfy its Form
of the method of control. “Control” is foundation managers, substantial1041 filing requirement under section
determined regardless of how the contributors, and certain related persons6012. If this condition is met, check the
foundation requires the contribution to be and are reported on this form.box for question 13, Part VII-A, of Form
used. 990-PF and do not file Form 1041. Form 5500, Annual Return/Report of

Employee Benefit Plan is used to reportForm 1041-ES, Estimated Income TaxD. Other Forms You May information concerning employee benefitfor Estates and Trusts.
plans, Direct Filing Entities and fringeNeed To File Form 1096, Annual Summary and benefit plans.Transmittal of U.S. Information Returns.Form W-2, Wage and Tax Statement. Form 8109, Federal Tax DepositForms 1099-INT, MISC, OID, and R,Form W-3, Transmittal of Wage and Tax Coupon.Information returns for reporting certainStatements.
Form 8282, Donee Information Return.interest; miscellaneous income (e.g.,

Form 941, Employer’s Quarterly Federal Required of the donee of “charitablepayments to providers of health and
Tax Return. Used to report social deduction property” that sells, exchanges,medical services, miscellaneous income
security, Medicare, and income taxes or otherwise disposes of the propertypayments, and nonemployee
withheld by an employer and social within 2 years after the date it receivedcompensation); original issue discount;
security and Medicare taxes paid by an the property.and distributions from retirement or
employer. profit-sharing plans, IRAs, SEPs or Also required of any successor donee

If income, social security, and SIMPLEs, and insurance contracts. that disposes of charitable deduction
Medicare taxes that must be withheld are Form 1120, U.S. Corporation Income property within 2 years after the date that
not withheld or are not paid to the IRS, a Tax Return. Filed by nonexempt taxable the donor gave the property to the original
Trust Fund Recovery Penalty may apply. private foundations that have taxable donee. (It does not matter who gave the
The penalty is 100% of such unpaid income under the income tax provisions property to the successor donee. It may
taxes. (subtitle A of the Code). The Form have been the original donee or another

This penalty may be imposed on all 990-PF annual information return is also successor donee.) For successor donees,
persons (including volunteers, see below) filed by these taxable foundations. the form must be filed only for any
whom the IRS determines to be property that was transferred by theForm 1120-POL, U.S. Income Tax
responsible for collecting, accounting for, original donee after July 5, 1988.Return for Certain Political Organizations.
and paying over these taxes, and who Section 501(c) organizations must file Form 8275, Disclosure Statement.willfully did not do so. Form 1120-POL if they are treated as Taxpayers and tax return preparers

This penalty does not apply to any having political organization taxable should attach this form to Form 990-PF to
volunteer, unpaid member of any board of income under section 527(f)(1). disclose items or positions (except those
trustees or directors of a tax-exempt contrary to a regulation—see FormForm 1128, Application To Adopt,
organization, if this member: 8275-R below) that are not otherwiseChange, or Retain a Tax Year.

adequately disclosed on the tax return.1. Is solely serving in an honorary Form 2220, Underpayment of Estimated
The disclosure is made to avoid parts ofcapacity, Tax by Corporations, is used by
the accuracy-related penalty imposed for2. Does not participate in the corporations and trusts filing Form
disregard of rules or substantialday-to-day or financial activities of the 990-PF to see if the foundation owes a
understatement of tax. Form 8275 is alsoorganization, and penalty and to figure the amount of the
used for disclosures relating to preparer3. Does not have actual knowledge of penalty. Generally, the foundation is not
penalties for understatements due tothe failure to collect, account for, and pay required to file this form because the IRS
unrealistic positions or for willful orover these taxes. can figure the amount of any penalty and
reckless conduct.bill the foundation for it. However,However, this exception does not apply if
Form 8275-R, Regulation Disclosurecomplete and attach Form 2220 even ifit results in no person being liable for the
Statement. Use this form to disclose anythe foundation does not owe the penaltypenalty.
item on a tax return for which a positionif:Form 990-T, Exempt Organization
has been taken that is contrary to• The annualized income or the adjustedBusiness Income Tax Return. Every
Treasury regulations.seasonal installment method is used, ororganization exempt from income tax • The foundation is a “large Form 8300, Report of Cash Paymentsunder section 501(a) that has total gross

organization,” (see General Instruction O) Over $10,000 Received in a Trade orincome of $1,000 or more from all trades
computing its first required installment Business. Used to report cash amounts inor businesses that are unrelated to the
based on the prior year’s tax. excess of $10,000 that were received in aorganization’s exempt purpose must file a

If Form 2220 is attached, check the single transaction (or in two or morereturn on Form 990-T. The form is also
box on line 8, Part VI, on page 4 of Form related transactions) in the course of aused by tax-exempt organizations to
990-PF and enter the amount of any trade or business (as defined inreport other additional taxes including the
penalty on this line. section 162).additional tax figured in Part IV of Form
Form 4506-A, Request for Public8621, Return by a Shareholder of a Form 8718, User Fee for Exempt
Inspection or Copy of Exempt or PoliticalPassive Foreign Investment Company or Organization Determination Letter
Organization IRS Form.Qualified Electing Fund. Request. Used by a private foundation

Form 990-W, Estimated Tax on Form 4720, Return of Certain Excise that has completed a section 507
Unrelated Business Taxable Income for Taxes on Charities and Other Persons termination and seeks a determination
Tax-Exempt Organizations (and on Under Chapters 41 and 42 of the Internal letter that it is now a public charity.
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Form 8822, Change of Address. limitations that may not meet some state Exceptions. These rules do not apply to
requirements are the $5,000 total assets any foreign foundation which, from theForm 8868, Application for Extension of
minimum that requires completion of Part date of its creation, has received at leastTime To File an Exempt Organization
II, column (c), and Part XV; and the 85% of its support (excluding grossReturn.
$50,000 minimum for listing the highest investment income) from sources outsideForm 8870, Information Return for paid employees and for listing the United States. (See GeneralTransfers Associated With Certain professional fees in Part VIII. Instruction S for other exceptions thatPersonal Benefit Contracts. Used to affect this type of organization.)Additional information may beidentify those personal benefit contracts
required. State and local filingfor which funds were transferred to the Coordination with state reporting
requirements may require attaching toorganization, directly or indirectly, as well requirements. If the foundation
Form 990-PF one or more of theas the transferors and beneficiaries of managers submit a copy of Form 990-PF
following:those contracts. and Form 4720 (if applicable) to a state
• Additional financial statements, such as attorney general to satisfy a state
a complete analysis of functionalE. Useful Publications reporting requirement, they do not have to
expenses or a statement of changes in furnish a second copy to that attorneyThe following publications may be helpful
net assets, general to comply with the Internalin preparing Form 990-PF: • Notes to financial statements, Revenue Code requirements discussed inPublication 525, Taxable and • Additional financial schedules, this section.Nontaxable Income. • A report on the financial statements by

Publication 578, Tax Information for If there is a state reporting requirementan independent accountant, and
Private Foundations and Foundation to file a copy of Form 990-PF with a state• Answers to additional questions and
Managers. official other than the attorney generalother information.

(such as the secretary of state), then theEach jurisdiction may require thePublication 583, Starting a Business
foundation managers must also send aadditional material to be presented onand Keeping Records.
copy of the Form 990-PF and Form 4720forms they provide. The additionalPublication 598, Tax on Unrelated
(if applicable) to the attorney general ofinformation does not have to be submittedBusiness Income of Exempt
that state.with the Form 990-PF filed with the IRS.Organizations.

If required information is not providedPublication 910, Guide to Free Tax H. Accounting Periodto a state, the organization may be askedServices.
by the state to provide it or to submit anPublication 1771, Charitable 1. File the 2002 return for the
amended return, even if the Form 990-PFContributions—Substantiation and calendar year 2002 or fiscal year
is accepted by the IRS as complete.Disclosure Requirements. beginning in 2002. If the return is for a
Amended returns. If the organization fiscal year, fill in the tax year space at thePublications and forms are available at
submits supplemental information or files top of the return.no charge through IRS offices or by
an amended Form 990-PF with the IRS, it 2. The return must be filed on thecalling 1-800-TAX-FORM
must also include a copy of the basis of the established annual(1-800-829-3676).
information or amended return to any accounting period of the organization. If
state with which it filed a copy of Form the organization has no establishedF. Use of Form 990-PF To
990-PF. accounting period, the return should be

Satisfy State Reporting on the calendar-year basis.Method of accounting. Many states
3. For initial or final returns or arequire that all amounts be reportedRequirements

change in accounting period, the 2002based on the accrual method ofSome states and local government units form may also be used as the return for aaccounting.will accept a copy of Form 990-PF and short period (less than 12 months) ending
required attachments instead of all or part Time for filing may differ. The time for November 30, 2003, or earlier.
of their own financial report forms. filing Form 990-PF with the IRS may differ

In general, to change its accountingfrom the time for filing state reports.If the organization plans to use Form period the organization must file Form990-PF to satisfy state or local filing 990-PF by the due date for the shortG. Furnishing Copies ofrequirements, such as those from state period resulting from the change. At thecharitable solicitation acts, note the Form 990-PF to State top of this short period return, writefollowing: “Change of Accounting Period.”OfficialsDetermine state filing requirements.
If the organization changed itsConsult the appropriate officials of all The foundation managers must furnish a

accounting period within thestates and other jurisdictions in which the copy of the annual return Form 990-PF
10-calendar-year period that includes theorganization does business to determine (and Form 4720 (if applicable)) to the
beginning of the short period, and it had atheir specific filing requirements. “Doing attorney general of:
Form 990-PF filing requirement at anybusiness” in a jurisdiction may include 1. Each state required to be listed in
time during that 10-year period, it mustany of the following: Part VII-A, line 8a,
also attach a Form 1128 to the• Soliciting contributions or grants by 2. The state in which the foundation’s
short-period return. See Rev. Proc. 85-58,mail or otherwise from individuals, principal office is located, and
1985-2 C.B. 740.businesses, or other charitable 3. The state in which the foundation

organizations, was incorporated or created.• Conducting programs, I. Accounting MethodsA copy of the annual return must be• Having employees within that
Generally, you should report the financialsent to the attorney general at the samejurisdiction, or
information requested on the basis of thetime the annual return is filed with the• Maintaining a checking account or
accounting method the foundationIRS.owning or renting property there.
regularly uses to keep its books and

Monetary tests may differ. Some or all Other requirements. If the attorney records.
of the dollar limitations that apply to Form general or other appropriate state official
990-PF when filed with the IRS may not of any state requests a copy of the annual Exception. Complete Part I, column (d)
apply when using Form 990-PF instead of return, the foundation managers must on the cash receipts and disbursements
state or local report forms. IRS dollar give them a copy of the annual return. method of accounting.
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Against the organization. If an income of domestic private foundationsJ. When and Where To File
organization does not file timely and and section 4947(a)(1) nonexemptThis return must be filed by the 15th day completely, or does not furnish the correct charitable trusts. The penalty also appliesof the 5th month following the close of the information, it must pay $20 for each day to any tax on unrelated business incomefoundation’s accounting period. If the the failure continues ($100 a day if it is a of a private foundation. Generally, if aregular due date falls on a Saturday, large organization), unless it can show private foundation’s tax liability is $500 orSunday, or legal holiday, file by the next that the failure was due to reasonable more and it did not make the requiredbusiness day. If the return is filed late, cause. Those filing late (after the due payments on time, then it is subject to thesee General Instruction M. date, including extensions) must attach penalty.

In case of a complete liquidation, an explanation to the return. The  For more details, see the discussion
dissolution, or termination, file the return maximum penalty for each return will not of Form 2220 in General Instruction D.
by the 15th day of the 5th month following exceed the smaller of $10,000 ($50,000
complete liquidation, dissolution, or for a large organization) or 5% of the O. Figuring and Payingtermination. gross receipts of the organization for the

Estimated Taxyear.To file the return, mail or deliver it to:
Internal Revenue Service Center A domestic exempt private foundation, aLarge organization. A large
Ogden, UT 84201-0027 domestic taxable private foundation, or aorganization is one that has gross

nonexempt charitable trust treated as areceipts exceeding $1 million for the tax
private foundation must make estimatedyear.K. Extension of Time To
tax payments for the excise tax based onGross receipts. Gross receiptsFile investment income if it can expect itsmeans the gross amount received during

A foundation uses Form 8868 to request estimated tax (section 4940 tax minusthe foundation’s annual accounting period
an automatic or additional extension of allowable credits) to be $500 or more.from all sources without reduction for any
time to file its return. The number of installment payments itcosts or expenses.

must make under the depository methodAn automatic 3-month extension will To figure the foundation’s gross is determined at the time during the yearbe granted if you properly complete this receipts, start with Part I, line 12, column that it first meets this requirement. Forform, file it, and pay any balance due by (a), then add to it lines 6b and 10b, then calendar-year taxpayers, the first depositthe due date for Form 990-PF. subtract line 6a from that amount. of estimated taxes for a year generally
If more time is needed, Form 8868 is Against the responsible person. The should be made by May 15 of the year.

also used to request an additional IRS will make written demand that the Although Form 990-W is used primarilyextension of up to 3 months. However, delinquent return be filed or the to compute the installment payments ofthese extensions are not automatically information furnished within a reasonable unrelated business income tax, it is alsogranted. To obtain this additional time after the mailing of the notice of the used to determine the timing andextension of time to file, you must show demand. The person failing to comply amounts of installment payments of thereasonable cause for the additional time with the demand on or before the date section 4940 tax based on investmentrequested. specified will have to pay $10 for each income. Compute separately any requiredday the failure continues, unless there is deposits of excise tax based onL. Amended Return reasonable cause. The maximum penalty investment income and unrelatedimposed on all persons for any one returnTo change the organization’s return for business income tax.is $5,000. If more than one person isany year, file an amended return,
To figure the estimated tax for theliable for any failures, all such personsincluding attachments, with the correct

excise tax based on investment income,are jointly and severally liable for suchinformation. The amended return must
apply the rules of Part VI to your tax yearfailures (see section 6652(c)).provide all the information required by the
2003 estimated amounts for that part.form and instructions, not just the new or Other penalties. Because this return
Enter the tax you figured on line 10a ofcorrected information. Check the also satisfies the filing requirements of a
Form 990-W.“Amended Return” box in G at the top of tax return under section 6011 for the tax

The Form 990-W line items andthe return. See the instructions for line 9 on investment income imposed by section
instructions for large organizations alsoof Part VI on page 18. 4940 (or 4948 if an exempt foreign
apply to private foundations. Fororganization), the penalties imposed byIf the organization files an amended
purposes of paying the estimated tax onsection 6651 for not filing a return (withoutreturn to claim a refund of tax paid under
net investment income, a “largereasonable cause) also apply.section 4940 or 4948, it must file the
organization” is one that had netThere are also penalties for willfulamended return within 3 years after the
investment income of $1 million or morefailure to file and for filing fraudulentdate the original return was due or filed,
for any of the 3 tax years immediatelyreturns and statements. See sectionsor within 2 years from the date the tax
preceding the tax year involved.7203, 7206, and 7207.was paid, whichever date is later.
Penalty. A foundation that does not payState reporting requirements. See the proper estimated tax when due mayN. Penalties for Not PayingAmended returns under General be subject to the estimated tax penalty forInstruction F. Tax on Time the period of the underpayment. (See

Need a copy of an old return or form? sections 6655(b) and (d) and the FormThere is a penalty for not paying tax when
Use Form 4506-A to obtain a copy of a 2220 instructions.)due (section 6651). The penalty generally
previously filed return. You can obtain is 1/2 of 1% of the unpaid tax for each Special Rulesblank forms for prior years by calling month or part of a month the tax remains
1-800-TAX-FORM (1-800-829-3676). Section 4947(a)(1) nonexemptunpaid, not to exceed 25% of the unpaid

charitable trusts should use Formtax. If there was reasonable cause for not
M. Penalty for Failure To 1041-ES for paying any estimated tax onpaying the tax on time, the penalty can be

income subject to tax under section 1.waived. However, interest is charged onFile Timely, Completely, or
Form 1041-ES also contains theany tax not paid on time, at the rate

Correctly estimated tax rules for paying the tax onprovided by section 6621.
that income.To avoid filing an incomplete return or Estimated tax penalty. The section

having to respond to requests for missing 6655 penalty for failure to pay estimated Taxable private foundations should use
information, see General Instruction B. tax applies to the tax on net investment Form 1120-W for figuring any estimated
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tax on income subject to tax under and “Form 990-PF” on the check or copy of the application on July 15, 1987,
section 11. Form 1120-W contains the money order. Be sure to darken the or
estimated tax rules for paying the tax on 990-PF box on the coupon. Records of • Any material that is not available for
that income. these deposits will be sent to the IRS. public inspection under section 6104.

For more information on deposits, see Who Must Make the AnnualP. Tax Payment Methods the instructions in the coupon booklet Returns and Exemption(Form 8109) and Pub. 583, Starting afor Domestic Private Application Available for PublicBusiness and Keeping Records.
Inspection?Foundations

Special Payment Option for The foundation’s annual returns andWhether the foundation uses the
Small Foundations exemption application must be madedepository method of tax payment or the

available to the public by the privateA private foundation may enclose a checkspecial option for small foundations, it
foundation itself and by the IRS.or money order, payable to the Unitedmust pay the tax due (see Part VI) in full

States Treasury, with the Form 990-PF orby the 15th day of the 5th month after the How Does a Private FoundationForm 8868, if it meets all of the followingend of its tax year.
Make Its Annual Returns andrequirements.Depository Method of Tax Exemption Application1. The foundation must not bePayment Available for Public Inspection?required to use EFTPS.

Some foundations (described below) are 2. The tax based on investment A private foundation must make its annual
required to electronically deposit all income shown on line 5, Part VI of Form returns and exemption application
depository taxes, including their tax 990-PF is less than $500. available in 2 ways:
payments for the excise tax based on 3. If Form 8868 is used, the amount 1. By office visitation andinvestment income. entered on line 3a of Part I or line 8a of 2. By providing copies or making them

Part II of Form 8868 must be less thanElectronic Deposit Requirement widely available.
$500 and it must be the full balance due.The foundation must make electronic

deposits of all depository taxes (such as Be sure to write “2002 Form 990-PF” Public Inspection by Office
employment tax or the excise tax based and the foundation’s name, address, and Visitation
on investment income) using the EIN on its check or money order. A private foundation must make its annual
Electronic Federal Tax Payment System returns and exemption applicationForeign organizations should see(EFTPS) in 2003 if: available for public inspection withoutthe instructions for Part VI, line 9.• The total deposits of such taxes in charge at its principal, regional, andCAUTION

!
2001 were more than $200,000 or district offices during regular business• The foundation was required to use hours.
EFTPS in 2002. Q. Public Inspection

Conditions that may be set for publicIf the foundation is required to use Requirements inspection at the office.  A privateEFTPS and fails to do so, it may be
foundation:A private foundation must make its annualsubject to a 10% penalty. If the foundation • May have an employee present,returns and exemption applicationis not required to use EFTPS, it may • Must allow the individual conductingavailable for public inspection.participate voluntarily. To enroll in or get
the inspection to take notes freely duringmore information about EFTPS, call Definitions the inspection, and1-800-555-4477 or 1-800-945-8400. To • Must allow an individual to make photoenroll online, visit www.irs.gov. Annual returns. An annual return is an
copies of documents at no charge butexact copy of the Form 990-PF that wasDepositing on time. For deposits made only if the individual brings photocopyingfiled with the IRS including all schedules,by EFTPS to be on time, the foundation equipment to the place of inspection.attachments, and supporting documents.must initiate the transaction at least 1

It also includes any amendments to the Determining if a site is a regional orbusiness day before the date the deposit
original return (amended return). district office. A regional or district officeis due.

is any office of a private foundation, otherBy annual returns, we mean anyDeposits With Form 8109 than its principal office, that has paidannual return (defined above) that is not
If the foundation does not use EFTPS, employees whose total number of paidmore than 3 years old from the later of:
deposit estimated tax payments and any hours a week are normally 120 hours or

1. The date the return is required tobalance due for the excise tax based on more. Include the hours worked by
be filed (including extensions) orinvestment income with Form 8109, part-time (as well as fulltime) employees

2. The date that the return is actuallyFederal Tax Deposit Coupon. If you do in making that determination.
filed.not have a preprinted Form 8109, use What sites are not considered a

Form 8109-B to make deposits. You can regional or district office.  A site is notExemption application is an applicationget this form only by calling considered a regional or district office if:for tax exemption and includes (except as1-800-829-4933. Be sure to have your described later): 1. The only services provided at theemployer identification number (EIN) • Any prescribed application form (such site further the foundations exemptready when you call. as Form 1023 or Form 1024), purposes (e.g., day care, health care, or
Do not send deposits directly to an IRS • All documents and statements the IRS scientific or medical research) and

office; otherwise, the foundation may requires an applicant to file with the form, 2. The site does not serve as an office
have to pay a penalty. Mail or deliver the • Any statement or other supporting for management staff, other than
completed Form 8109 with the payment document submitted in support of the managers who are involved only in
to an authorized depositary, i.e., a application, and managing the exempt function activities at
commercial bank or other financial • Any letter or other document issued by the site.
institution authorized to accept Federal the IRS concerning the application.
tax deposits. An application for tax exemption does What if the private foundation does not

Make checks or money orders payable not include: maintain a permanent office? If the
to the depositary. To help ensure proper • Any application for tax exemption filed private foundation does not maintain a
crediting, write the foundation’s EIN, the before July 15, 1987, unless the private permanent office, it will comply with the
tax period to which the deposit applies, foundation filing the application had a public inspection by office visitation
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requirement by making the annual returns duties (e.g., student registration or • Day the e-mail is successfuly
and exemption application available at a attending an offsite meeting or transmitted (if the requester agreed to this
reasonable location of its choice. It must convention) instead of its regular method).
permit public inspection: administrative duties. Requests for parts of a document• Within a reasonable amount of time copy. A person can request all or anyUse of local agents for providingafter receiving a request for inspection specific part or schedule of the annualcopies. A private foundation may use a(normally, not more than 2 weeks) and returns or exemption application and thelocal agent to handle in-person requests• At a reasonable time of day. private foundation must fulfill their requestfor document copies. If a private

for a copy.Optional method of complying. If a foundation uses a local agent, it must
private foundation that does not have a Can an agent be used to provideimmediately provide the local agent’s
permanent office wishes not to allow an copies? A private foundation can use anname, address, and telephone number to
inspection by office visitation, it may mail agent to provide document copies for thethe requester.
a copy of the requested documents written requests it receives. However, the

The local agent must:instead of allowing an inspection. agent must provide the document copies• Be located within reasonable proximityHowever, it must mail the documents under the same conditions that are
to the principal, regional, or district officewithin 2 weeks of receiving the request imposed on the private foundation itself.
where the individual makes the requestand may charge for copying and postage Also, if an agent fails to provide the
andonly if the requester consents to the documents as required, the private• Provide document copies within thecharge. foundation will continue to be subject to
same time frames as the private penalties.Private foundations with a foundation.permanent office but limited or no Example. The ABC Foundation

hours. Even if a private foundation has a retained an agent to provide copies for allWritten requests for document copies.
permanent office but no office hours or written requests for documents. However,If a private foundation receives a written
very limited hours during certain times of ABC Foundation received a request forrequest for a copy of its annual returns or
the year, it must still meet the office document copies before the agent did.exemption application (or parts of these
visitation requirement. During those documents), it must give a copy to the The deadline for providing a response
periods when office hours are limited or requester. However, this rule only applies is referenced by the date that the ABC
not available, follow the rules above if the request: Foundation received the request and not
under What if the private foundation • Is addressed to a private foundation’s when the agent received it. If the agent
does not maintain a permanent office? principal, regional, or district office, received the request first, then a
to meet this requirement. • Is delivered to that address by mail, response would be referenced to the date

electronic mail (e-mail), facsimile (fax), or that the agent received it.Public Inspection—Providing a private delivery service approved by the
Can a fee be charged for providingCopies IRS (see Where To File in the
copies? A private foundation mayA private foundation must provide copies Instructions for Form 990-T for a list), and
charge a reasonable fee for providingof its annual returns or exemption • Gives the address to which the
copies. Also, it can require the fee to beapplication to any individual who makes a document copies should be sent.
paid before providing a copy of therequest for a copy in person or in writing
requested document.How and when a written request isunless it makes these documents widely

fulfilled. What is a reasonable fee? A fee isavailable. • Requested document copies must be reasonable only if it is no more than theIn-person requests for document mailed within 30 days from the date the per-page copying fee charged by the IRScopies. A private foundation must private foundation receives the request. for providing copies, plus no more thanprovide copies to any individual who • Unless other evidence exists, a request the actual postage costs incurred tomakes a request in person at the private or payment that is mailed is considered to provide the copies.foundation’s principal, regional, or district be received by the private foundation 7 What forms of payment must theoffices during regular business hours on days after the postmark date. private foundation accept? The form ofthe same day that the individual makes • If an advance payment is required, payment depends on whether the requestthe request. copies must be provided within 30 days for copies is made in person or in writing.from the date payment is received.Accepted delay in fulfilling an
Cash and money order must be• If the private foundation requiresin-person request.  If unusual

accepted for in-person requests forpayment in advance and it receives acircumstances exist and fulfilling a
document copies. The private foundation,request without payment or withrequest on the same day places an
if it wishes, may accept additional formsinsufficient payment, it must notify theunreasonable burden on the private
of payment.requester of the prepayment policy andfoundation, it must provide copies by the

the amount due within 7 days from theearlier of: Certified check, money order, and
date it receives the request.• The next business day following the either personal check or credit card must
• A request that is transmitted to theday that the unusual circumstances end be accepted for written requests for
private foundation by e-mail or fax isor document copies. The private foundation,
considered received the day the request• The fifth business day after the date of if it wishes, may accept additional forms
is transmitted successfully.the request. of payment.
• Requested documents can be e-mailedExamples of unusual circumstances Other fee information. If a private
instead of the traditional method ofinclude: foundation provides a requester with
mailing if the requester consents to this• Receipt of a volume of requests (for notice of a fee and the requester does not
method.document copies) that exceeds the pay the fee within 30 days, it may ignore

A document copy is considered asprivate foundations daily capacity to make the request.
provided on the:copies,

If a requester’s check does not clear• Postmark date,• Requests received shortly before the
on deposit, it may ignore the request.• Private delivery date,end of regular business hours that require

• Registration date for certified oran extensive amount of copying, or If a private foundation does not require
registered mail,• Requests received on a day when the prepayment and the requester does not
• Postmark date on the sender’s receiptorganization’s managerial staff capable of prepay, the private foundation must
for certified or registered mail, orfulfilling the request is conducting official receive consent from the requester if the
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copying and postage charge exceeds readily available to members of the public Internal Revenue Service
$20. without payment of any fee) and without Customer Service—TE/GE

payment of a fee to the private foundation P.O. Box 2508Private foundations subject to a
or to another entity maintaining the web Cincinnati, OH 45201harrassment campaign. If the IRS
page.determines that a private foundation is

3. Reliability and accuracybeing harrassed, it is not required to R. Disclosures Regardingrequirements—To meet this, the entitycomply with any request for copies that it
maintaining the World Wide Web page Certain Information andreasonably believes is part of the
must:harrassment campaign. Services Furnished• Have procedures for ensuring the

A group of requests for a private A section 501(c) organization that offersreliability and accuracy of the document
foundation’s annual returns or exemption to sell or solicits money for specificthat it posts on the page;
application is indicative of a harrassment information or a routine service to any• Take reasonable precautions to
campaign if the requests are part of a individual that could be obtained by theprevent alteration, destruction, or
single coordinated effort to disrupt the individual from a Federal Governmentaccidental loss of the document when
operations of the private foundation rather agency free or for a nominal charge mustposted on its page; and
than to collect information about it. disclose that fact conspicuously when• Correct or replace the document if a

See Regulations section making such offer or solicitation.posted document is altered, destroyed, or
301.6104(d)-3 for more information. lost.

Any organization that intentionally4. Notice requirement—  To meetRequests that may be disregarded disregards this requirement will be subjectthis, a private foundation must notify anywithout IRS approval. A private to a penalty for each day the offers orindividual requesting a copy of its annualfoundation may disregard any request for solicitations are made. The penalty is thereturns and/or exemption applicationcopies of all or part of any document greater of $1,000 or 50% of the total costwhere the documents are availablebeyond the first two received within any of the offers and solicitations made on(including the Internet address). If the30-day period or the first four received that day.request is made in person, the privatewithin any 1-year period from the same
foundation must notify the individualindividual or the same address.
immediately. If the request is in writing, it S. Organizations

Making the Annual Returns and must notify the individual within 7 days of Organized or Created in aExemption Application Widely receiving the request.
Available Foreign Country or U.S.
A private foundation does not have to Penalties Possessionprovide copies of its annual returns and/or A penalty may be imposed on any person

If you apply any provision of any U.S. taxits exemption application if it makes these who does not make the annual returns
treaty to compute the foundation’s taxabledocuments widely available. However, it (including all required attachments to
income, tax liability, or tax credits in amust still allow public inspection by office each return) or the exemption application
manner different from the 990-PFvisitation. available for public inspection according
instructions, attach an explanation.How does a private foundation make to the section 6104(d) rules discussed

its annual returns and exemption above. If more than one person fails to Regulations section 53.4948-1(b)
application widely available? A private comply, each person is jointly and states that sections 507, 508, and
foundation’s annual returns and/or severally liable for the full amount of the Chapter 42 (other than section 4948) do
exemption application is widely available penalty. The penalty amount is $20 for not apply to a foreign private foundation
if it meets all four of the following each day during which a failure occurs. that from the date of its creation has
requirements: The maximum penalty that may be received at least 85% of its support (as

imposed on all persons for any 1 annual1. The internet posting defined in section 509(d), other than
return is $10,000. There is no maximumrequirement—  This is met if: section 509(d)(4)) from sources outside
penalty amount for failure to make the• The document is posted on a World the United States.
exemption application available for publicWide Web page that the private

Section 4948(a) imposes a 4% tax oninspection.foundation establishes and maintains or
the gross investment income from U.S.• The document is posted as part of a Any person who willfully fails to comply
sources (i.e., income from dividends,database of like documents of other with the section 6104(d) public inspection
interest, rents, payments received ontax-exempt organizations on a World requirements is subject to an additional
securities loans (as defined in sectionWide Web page established and penalty of $5,000 (section 6685).
512(a)(5)), and royalties not reported onmaintained by another entity.
Form 990-T) of an exempt foreign privateRequirements Placed on the2. Additional posting information
foundation. This tax replaces the sectionrequirement—  This is met if: IRS
4940 tax on the net investment income of• The World Wide Web page through A private foundation’s annual returns and a domestic private foundation. To pay anywhich the document is available clearly approved exemption application may be tax due, see the instructions for Part VI,informs readers that the document is inspected by the public at an IRS office line 9.available and provides instructions for for your area or at the IRS National Office

downloading the document; in Washington, DC. Taxable foreign private foundations• After it is downloaded and viewed, and foreign section 4947(a)(1) nonexemptTo request a copy or to inspect anthe web document exactly reproduces charitable trusts are not subject to theannual return or an approved exemptionthe image of the annual returns or excise taxes under sections 4948(a) andapplication, complete Form 4506-A.exemption application as it was originally 4940, but are subject to income tax underGenerally, there is a charge forfiled with the IRS, except for any subtitle A of the Code.photocopying.information permitted by statute to be
withheld from public disclosure; and Also, the IRS can provide a complete Certain foreign foundations are not

• Any individual with access to the set of Form 990-PF returns filed for a year required to send copies of annual returns
Internet can access, download, view, and on CD-ROM. A partial set of Form 990-PF to state officials, or comply with the public
print the document without special returns filed by state or by month is also inspection and notice requirements of
computer hardware or software required available. Call 1-877-829-5500 or write to annual returns. (See General Instructions
for that format (except software that is the address below for details. G and Q.)
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Ordinarily, a distribution described in 60-month provisions of sectionT. Liquidation, Dissolution,
section 170(b)(1)(E)(ii) (relating to private 507(b)(1)(B), special rules apply. (See

Termination, or foundations making qualifying General Instructions T and U.) Under
distributions out of corpus equal to 100% these rules, the organization may fileSubstantial Contraction
of contributions received during the Form 990-PF without paying the tax

If there is a liquidation, dissolution, foundation’s tax year) will not be taken based on investment income if it filed a
termination, or substantial contraction into account as a significant disposition of consent under section 6501(c)(4) with its
(defined below) of the organization, assets. See Regulations section notification to the TE/GE Customer
attach: 1.170A-9(g)(2). Account Services at the Cincinnati

1. A statement to the return address given in General Instruction U of
explaining it, its intention to begin a sectionU. Filing Requirements2. A certified copy of the liquidation 507(b)(1)(B) termination. The consent
plan, resolution, etc. (if any) and all During Section provides that the period of limitation on
amendments or supplements that were the assessment of excise tax under507(b)(1)(B) Terminationnot previously filed, section 4940 or 4948 based on

Although an organization terminating its3. A schedule that lists the names and investment income for any tax year in the
private foundation status under sectionaddresses of all recipients of assets, and 60-month period will not expire until at
507(b)(1)(B) may be regarded as a public4. An explanation of the nature and least 1 year after the period for assessing
charity for certain purposes, it isfair market value of the assets distributed a deficiency for the last tax year in which
considered a private foundation for filingto each recipient. the 60-month period would normally
requirement purposes and it must file an expire. Any foundation not paying the tax

Additional requirements. For a annual return on Form 990-PF. The return when it files Form 990-PF must attach a
complete corporate liquidation or trust must be filed for each year in the copy of the signed consent.
termination, attach a statement as to 60-month termination period, if that period
whether a final distribution of assets was has not expired before the due date of the

If the foundation did not file themade and the date it was made (if return.
consent, the tax must be paid in theapplicable).

Regulations under section 507(b)(1) normal manner as explained in General
Also, if the organization: (B)(iii) specify that within 90 days after the Instructions O and P. The organization• Has ceased to exist, check the “Final end of the termination period the may file a claim for refund after

Return” box in G at the top of page 1 of organization must supply information to completing termination or during the
the return. the IRS establishing that it has terminated termination period. The claim for refund• Is terminating its private foundation its private foundation status and, must be filed on time and the organization
status under section 507(b)(1)(B), see therefore, qualifies as a public charity. must supply information establishing that
General Instructions U and V. Send the information to: it qualified as a public charity for the

Internal Revenue Service period for which it paid the tax.Relief from public inspection
TE/GE Customer Account Servicesrequirements. If the organization has
P.O. Box 2508terminated its private foundation status
Cincinnati, OH 45201under section 507(b)(1)(A), it does not W. Rounding, Currency,

have to comply with the notice and public If information is furnished establishing and Attachmentsinspection requirements of their return for a successful termination, then, for thethe termination year. Rounding off to whole-dollar amounts.final year of the termination period, the
You may show the money items on theFiling date. See General Instruction J for organization should comply with the filing
return and accompanying schedules asthe filing date. requirements for the type of public charity
whole-dollar amounts. To do so, drop anyit has become. See the Instructions forDefinitions. The term substantial amount less than 50 cents and increaseForm 990 and Schedule A (Form 990 orcontraction includes any partial any amount from 50 cents through 99990-EZ) for details on filing requirements.liquidation or any other significant cents to the next higher dollar.This applies even if the IRS has notdisposition of assets. However, this does

confirmed that the organization hasnot include transfers for full and adequate
Currency and language requirements.terminated its private foundation status byconsideration or distributions of current
Report all amounts in U.S. dollars (statethe time the return for the final year of theincome.
conversion rate used). Report all items intermination is due (or would be due if a

A significant disposition of assets total, including amounts from both U.S.return were required).
does not include any disposition for a tax and non-U.S. sources. All information

The organization will be allowed ayear if: must be in English.
reasonable period of time to file any1. The total of the dispositions for the
private foundation returns required (fortax year is less than 25% of the fair Attachments. Use the schedules onthe last year of the termination period) butmarket value of the net assets of the Form 990-PF. If you need more spacenot previously filed if it is later determinedorganization at the beginning of the tax use attachments that are the same sizethat the organization did not terminate itsyear, and as the printed forms.private foundation status. Interest on any2. The total of the related dispositions
tax due will be charged from the originalmade during prior tax years (if a On each attachment, write:due date of the Form 990-PF, butdisposition is part of a series of related
penalties under sections 6651 and 6652 • “Form 990-PF,”dispositions made during these prior tax
will not be assessed if the Form 990-PF isyears) is less than 25% of the fair market • The tax year,filed within the period allowed by the IRS.value of the net assets of the organization • The corresponding schedule number orat the beginning of the tax year in which letter,any of the series of related dispositions V. Special Rules for • The organization’s name and EIN, andwas made. Section 507(b)(1)(B) • The information requested using theThe facts and circumstances of the

format and line sequence of the printedTerminationsparticular case will determine whether a
form.significant disposition has occurred If the organization is terminating its
Also, show totals on the printed forms.through a series of related dispositions. private foundation status under the
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on page 1 of Form 990-PF. See General as the free use of equipment or facilities,
Instructions Q and T. in contributions received. Also, do notSpecific Instructions

include any expenses used to computeF—60-Month Termination capital gains and losses on lines 6, 7, andCompleting the Heading Under Section 507(b)(1)(B) 8 or expenses included in cost of goods
The following instructions are keyed to sold on line 10b.Check the box in F on page 1 of Form
items in the Form 990-PF heading. 990-PF if the organization is terminating Column (b)—Net Investmentits private foundation status under the

IncomeName and Address 60-month provisions of section
All domestic private foundationsIf the organization received a Form 507(b)(1)(B) during the period covered by
(including section 4947(a)(1) nonexempt990-PF package from the IRS with a this return. To begin such a termination, a
charitable trusts) are required to pay anpeel-off label, please use it. If the name or private foundation must have given
excise tax each tax year on netaddress on the label is wrong, make advance notice to TE/GE at the Cincinnati
investment income.corrections on the label. The address address given on page 9 and provided

used must be that of the principal office of the information outlined in Regulations Exempt foreign foundations are
the foundation. section 1.507-2(b)(3). See General subject to an excise tax on gross

Instruction U for information regarding investment income from U.S. sources.Include the suite, room, or other unit
filing requirements during a section These foreign organizations shouldnumber after the street address. If the
507(b)(1)(B) termination. complete lines 3, 4, 5, 11, 12, and 27b ofPost Office does not deliver mail to the

column (b) and report only incomeSee General Instruction V forstreet address and the organization has a
derived from U.S. sources. No otherinformation regarding payment of the taxP.O. box, show the box number instead of
income should be included. No expensesbased on investment income (computedthe street address.
are allowed as deductions.in Part VI) during a section 507(b)(1)(B)

A—Employer Identification termination. Definitions
Number Gross investment income meansH—Type of Organization
The organization should have only one the total amount of investment incomeCheck the box for “Section 501(c)(3)employer identification number. If it has that was received by a private foundationexempt private foundation” if themore than one number, notify the Internal from all sources. However, it does notfoundation has a ruling or determinationRevenue Service Center at the include any income subject to theletter from the IRS in effect thatappropriate address shown under unrelated business income tax. It includesrecognizes its exemption from FederalGeneral Instruction J. Explain what interest, dividends, rents, payments withincome tax as an organization describednumbers the organization has, the name respect to securities loans (as defined inin section 501(c)(3) or if the organization’sand address to which each number was section 512(a)(5)), royalties received fromexemption application is pending with theassigned, and the address of the assets devoted to charitable activities,IRS.organization’s principal office. The IRS income from notional principal contracts

Check the “Section 4947(a)(1)will then advise which number to use. (as defined in Regulations section
nonexempt charitable trust” box if the 1.863-7), and other substantially similarB—Telephone Number trust is a nonexempt charitable trust income from ordinary and routine
treated as a private foundation. All others,Enter a foundation telephone number investments excluded by section
check the “Other taxable private(including the area code) that the public 512(b)(1). Therefore, interest received on
foundation” box.and government regulators may use to a student loan is includible in the gross

obtain information about the foundation’s investment income of a private foundationI—Fair Market Value of Allfinances and activities. This information making the loan.Assetsshould be available at this telephone Net investment income is the
In block I on page 1 of Form 990-PF,number during normal business hours. If amount by which the sum of gross
enter the fair market value of all assetsthe foundation does not have a investment income and the capital gain
the foundation held at the end of the taxtelephone, enter a telephone number of a net income exceeds the allowable
year.foundation official who can provide this deductions discussed later. Tax-exempt

information during normal business hours. interest on governmental obligations andThis amount should be the same
related expenses are excluded.as the figure reported in Part II,D2—Foreign Organizations

column (c), line 16. Investment income. Include in column
TIP

If the foreign organization meets the 85%
(b) all or part of any amount from columntest of Regulations section 53.4948-1(b),
(a) that applies to investment income.Part I—Analysis ofthen:
However, do not include in column (b)

1. Check the box in D2 on page 1 of Revenue and Expenses any interest, dividends, rents or royalties
Form 990-PF, (and related expenses) that were reported

2. Check the box at the top of Part XI, Column Instructions on Form 990-T.
3. Do not fill in Parts XI and XIII, The total of amounts in columns (b), (c), For example, investment income from4. Do not fill in Part X unless it is and (d) may not necessarily equal the debt-financed property unrelated to theclaiming status as a private operating amounts in column (a). organization’s charitable purpose andfoundation, and

certain rents (and related expenses)The amounts entered in column (a)5. Attach the computation of the 85%
treated as unrelated trade or businessand on line 5b must be analyzed in Parttest to Form 990-PF.
income should be reported on FormXVI-A.
990-T. Income from debt-financedE—Section 507(b)(1)(A) Column (a)—Revenue and property that is not taxed under section

Terminations Expenses per Books 511 is taxed under section 4940. Thus, if
A private foundation that has terminated Enter in column (a) all items of revenue the debt/basis percentage of a
its status as such under section and expense shown in the books and debt-financed property is 80%, only 80%
507(b)(1)(A), by distributing all its net records that increased or decreased the of the gross income (and expenses) for
assets to one or more public charities net assets of the organization. However, that property is used to figure the section
without keeping any right, title, or interest do not include the value of services 511 tax on Form 990-T. The remaining
in those assets, should check the box in E donated to the foundation, or items such 20% of the gross income (and expenses)
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of that property is used to figure the than the expenses of earning the income. investment income and expenses) in
section 4940 tax on net investment The modifications and exclusions column (c).
income on Form 990-PF. (See Form explained below are applied to gross 3. If a nonoperating private foundation
990-T and its instructions for more income and expenses in figuring adjusted has income that it reports on lines 10 and/
information.) net income. or 11, report any expenses relating to this

income following the general rules andInvestment expenses. Include in For income and expenses, include on the special rule. See Examples 1 and 2column (b) all ordinary and necessary each line of column (c) only that portion of above.expenses paid or incurred to produce or the amount from column (a) that is
collect investment income from: interest, applicable to the adjusted net income

Column (d)—Disbursements fordividends, rents, amounts received from computation.
Charitable Purposespayments on securities loans (as defined

Income. For column (c), includein section 512(a)(5)), royalties, income Expenses entered in column (d) relate toincome from charitable functions,from notional principal contracts, and activities that constitute the charitableinvestment activities, short-term capitalother substantially similar income from purpose of the foundation.gains from investments, amounts setordinary and routine investments
For amounts entered in column (d):aside, and unrelated trade or businessexcluded by section 512(b)(1); or for the • Use the cash receipts andactivities. Do not include gifts, grants, ormanagement, conservation, or

disbursements method of accounting nocontributions, or long-term capital gains ormaintenance of property held for the
matter what accounting method is used inlosses.production of income that is taxable under
keeping the books of the foundation.section 4940. Expenses. Deductible expenses • Do not include any amount or part ofinclude the part of a private foundation’sIf any of the expenses listed in column an amount that is included in column (b)operating expenses that is paid or(a) are paid or incurred for both or (c).incurred to produce or collect grossinvestment and charitable purposes, they • Include on lines 13–25 all expenses,income reported on lines 3–11 of columnmust be allocated on a reasonable basis including necessary and reasonable(c). If only part of the property producesbetween the investment activities and the administrative expenses, paid by theincome includible in column (c),charitable activities so that only expenses foundation for religious, charitable,deductions such as interest, taxes, andfrom investment activities appear in scientific, literary, educational, or otherrent must be divided between thecolumn (b). Examples of allocation public purposes, or for the prevention ofcharitable and noncharitable uses of themethods are given in the instructions for cruelty to children or animals.property. If the deductions for propertyPart IX-A. • Include a distribution of property at theused for a charitable, educational, or fair market value on the date theLimitation. The deduction for other similar purpose are more than the distribution was made.expenses paid or incurred in any tax year income from the property, the excess will • Include only the part entered in columnfor producing gross investment income not be allowed as a deduction but may be (a) that is allocable to the charitableearned incident to a charitable function treated as a qualifying distribution in Part purposes of the foundation.cannot be more than the amount of I, column (d). See Examples 1 and 2

income earned from the function that is Example. An educational seminarbelow.
includible as gross investment income for produced $1,000 in income that was

Special rule. The expenses attributablethe year. reportable in columns (a) and (c).
to each specific charitable activity, limited Expenses attributable to this charitableFor example, if rental income is
by the amount of income from the activity, activity were $1,900. Only $1,000 ofincidentally realized in 2002 from historic
must be reported in column (c) on lines expense should be reported in column (c)buildings held open to the public,
13–26. If the expenses of any charitable and the remaining $900 in expensedeductions for amounts paid or incurred
activity exceed the income generated by should be reported in column (d).in 2002 for the production of this income
that activity, only the excess of thesemay not be more than the amount of Qualifying distributions. Generally,expenses over the income should berental income includible as gross gifts and grants to organizationsreported in column (d).investment income in column (b) for 2002. described in section 501(c)(3), that have

Examples.Expenses related to tax-exempt been determined to be publicly supported
1. A charitable activity generatedinterest. Do not include on lines 13–23 charities (i.e., organizations that are not

$5,000 of income and $4,000 ofof column (b) any expenses paid or private foundations as defined in section
expenses. Report all of the income andincurred that are allocable to tax-exempt 509(a)), are qualifying distributions only if
expenses in column (c) and none ininterest that is excluded from lines 3 the granting foundation does not control
column (d).and 4. the public charity.

2. A charitable activity generatedColumn (c)—Adjusted Net Income The total of the expenses and$5,000 of income and $6,000 of
disbursements on line 26 is alsoexpenses. Report $5,000 of income and

Nonoperating private foundations entered on line 1a in Part XII to
TIP

$5,000 of expenses in column (c) and the
should see item 1 under figure qualifying distributions.excess expenses of $1,000 in column (d).
Nonoperating private

TIP
Alternative to completing lines 13–25.

foundations on this page to find out if Nonoperating private foundations. The If you want to provide an analysis of
they need to complete column (c). following rules apply to nonoperating disbursements that is more detailed than
Private operating foundations. All private foundations. column (d), you may attach a schedule
organizations that claim status as private instead of completing lines 13–25. The1. If a nonoperating private foundation
operating foundations under section schedule must include all the specifichas no income from charitable activities
4942(j)(3) or (5) must complete all lines of items of lines 13–25, and the total fromthat would be reportable on line 10 or line
column (c) that apply, according to the the schedule must be entered in column11 of Part I, it does not have to make any
general rules for income and expenses (d), line 26.entries in column (c).
that apply to this column, the specific line 2. If a nonoperating private foundation Line Instructionsinstructions for lines 3–27c, the Special has income from charitable activities, it
rule, and Examples 1 and 2 below. must report that income only on lines 10 Line 1—Contributions, gifts, grants,
General rules. In general, adjusted net and/or 11 in column (c). These etc., received. Enter the total of gross
income is the amount of a private foundations do not need to report other contributions, gifts, grants, and similar
foundation’s gross income that is more kinds of income and expenses (such as amounts received.
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Schedule B (Form 990, 990–EZ, or of the goods or services received by the payments on securities loans from
990–PF). If money, securities, or other donor. The written statement must also column (a). Include interest on
property valued at $5,000 or more was provide the donor with a good-faith tax-exempt government obligations.
received directly or indirectly from any estimate of the value of goods or services Line 5a—Gross rents.
one person during the year, complete given in return for the contribution. In column (a), enter the gross rentalSchedule B and attach it to the return. If Penalties. An organization that does income for the year from investmentthe foundation is not required to complete not make the required disclosure for each property reportable on line 11 of Part II.Schedule B (no person contributed quid pro quo contribution will incur a In columns (b) and (c), enter the$5,000 or more), be sure to check the box penalty of $10 for each failure, not to gross rental income from column (a).on line 1. exceed $5,000 for a particular fundraising

Line 5b—Net rental income or (loss).event or mailing, unless it can showTo determine whether a person has
Figure the net rental income or (loss) forreasonable cause for not providing thecontributed $5,000 or more, total only
the year and enter that amount on thedisclosure.gifts of $1,000 or more from each person.
entry line to the left of column (a).Separate and independent gifts need not For more information. See

Report rents from other sources onbe totaled if less than $1,000. If a Regulations section 1.170A-13 for more
line 11, Other income. Enter anycontribution is in the form of property, information on charitable recordkeeping
expenses attributable to the rental incomedescribe the property and include its fair and substantiation requirements.
reported on line 5, such as interest andmarket value. Line 2—Certain distributions from depreciation, on lines 13–23.The term “person” includes individuals, “split-interest” trusts described in
Line 6a—Net gain or (loss) from salefiduciaries, partnerships, corporations, section 4947(a)(2). The income portion
of assets. Enter the net gain or (loss) perassociations, trusts, and exempt of distributions from split-interest trusts
books from all asset sales not included onorganizations. that was earned on amounts placed in
line 10.trust after May 26, 1969, is treated asSplit-interest trusts. Distributions

For assets sold and not included ininvestment income. Include only thefrom split-interest trusts should be
Part IV, attach a schedule showing:income portion of these distributions onentered on both line 1 of column (a) and • Date acquired,line 2. That same figure is a part ofline 2 of column (b). They are a part of the • Manner of acquisition,line 1.amount on line 1. • Gross sales price,Line 3—Interest on savings andSubstantiation requirements. An • Cost, other basis, or value at time oftemporary cash investments.organization must keep records, required acquisition (if donated) and which ofby the regulations under section 170, for In column (a), enter the total amount these methods was used,all its charitable contributions. of interest income from investments of the • Date sold,

type reportable in Balance Sheets, Part II,Generally, a donor making a charitable • To whom sold,
line 2. These include savings or othercontribution of $250 or more will not be • Expense of sale and cost of
interest-bearing accounts and temporaryallowed a Federal income tax deduction improvements made subsequent to
cash investments, such as money marketunless the donor obtains a written acquisition, and
funds, commercial paper, certificates ofacknowledgment from the donee • Depreciation since acquisition (if
deposit, and U.S. Treasury bills or otherorganization by the earlier of the date on depreciable property).
government obligations that mature inwhich the donor files a tax return for the Line 6b—Gross sales price for allless than 1 year.tax year in which the contribution was assets on line 6a. Enter the gross sales

made or the due date, including In column (b), enter the amount of price from all asset sales whose net gain
extensions, for filing that return. However, interest income shown in column (a). Do or loss was reported on line 6a.
see section 170(f)(8) and Regulations not include interest on tax-exempt Line 7—Capital gain net income. Entersection 1.170A-13 for exceptions to this government obligations. the capital gain net income from Part IV,rule. In column (c), enter the amount of line 2. See Part IV instructions.

The written acknowledgment the interest income shown in column (a). Line 8—Net short-term capital gain.foundation provides to the donor must Include interest on tax-exempt
show: Only private operating foundationsgovernment obligations.

report their short-term capital1. The amount of cash contributed, Line 4—Dividends and interest from
gains on line 8.2. A description of any property securities.

TIP

contributed, In column (a), enter the amount of Include only net short-term capital gain
3. Whether the foundation provided dividend and interest income from for the year (assets sold or exchanged

any goods or services to the donor, and securities (stocks and bonds) of the type that were held not more than 1 year). Do
4. A description and a good-faith reportable in Balance Sheets, Part II, line not include a net long-term capital gain or

estimate of the value of any goods or 10. Include amounts received from a net loss in column (c).
services the foundation gave in return for payments on securities loans, as defined Do not include on line 8 a net gainthe contribution, unless: in section 512(a)(5). Do not include any from the sale or exchange of depreciable

a. The goods and services have capital gain dividends reportable on line property, or land used in a trade or
insubstantial value, or 6. Report income from program-related business (section 1231) and held for

b. A statement is included that these investments on line 11. For debt more than 1 year. However, include a net
goods and services consist solely of instruments with an original issue loss from such property on line 23 as an
intangible religious benefits. discount, report the original issue Other expense.

discount ratably over the life of the bondGenerally, if a charitable organization In general, organizations may carry toon line 4. See section 1272 for moresolicits or receives a contribution of more line 8 the net short-term capital gaininformation.than $75 for which it gives the donor reported on Part IV, line 3. However, if the
In column (b), enter the amount ofsomething in return (a quid pro quo foundation had any short-term capital

dividend and interest income, andcontribution), the organization must gain from sales of debt-financed property,
payments on securities loans frominform the donor, by written statement, add it to the amount reported on Part IV,
column (a). Do not include interest onthat the amount of the contribution line 3, to figure the amount to include on
tax-exempt government obligations.deductible for Federal income tax line 8. For the definition of “debt-financed

purposes is limited to the amount by In column (c), enter the amount of property,” see the instructions for Form
which the contribution exceeds the value dividends and interest income, and 990-T.
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Line 9—Income modifications. Include Include all income not reported on lines 1 Do not include taxes withheld from
on this line: through 10c. Also, see the instructions for employees’ salaries and paid over to the
• Amounts received or accrued as Part XVI-A, line 11. various governmental units (such as
repayments of amounts taken into Federal and state income taxes and theInclude imputed interest on certain
account as qualifying distributions (see employee’s share of social security anddeferred payments figured under section
the instructions for Part XII for an Medicare taxes).483 and any investment income not
explanation of qualifying distributions) for Lines 16a, b, and c—Legal,reportable on lines 3 through 5, including
any year. accounting, and other professionalincome from program-related investments
• Amounts received or accrued from the fees. On the appropriate line(s), enter the(defined in the instructions for Part IX-B).
sale or other disposition of property to the amount of legal, accounting, auditing, andDo not include unrealized gains andextent that the acquisition of the property other professional fees (such as fees forlosses on investments carried at marketwas considered a qualifying distribution fundraising or investment services)value. Report those as fund balance orfor any tax year. charged by outside firms andnet asset adjustments in Part III.• Any amount set aside for a specific individuals who are not employees of the

In column (b), enter the amount ofproject (see explanation in the foundation.
investment income included in line 11,instructions for Part XII) that was not Attach a schedule for lines 16a, b, andcolumn (a). Include dividends, interest,necessary for the purposes for which it c. Show the type of service and amount ofrents, and royalties derived from assetswas set aside. expense for each. If the same persondevoted to charitable activities, such as• Income received from an estate, but provided more than one of these services,interest on student loans.only if the estate was considered include an allocation of those expenses.In column (c), include all other itemsterminated for income tax purposes due

Report any fines, penalties, orincludible in adjusted net income notto a prolonged administration period.
judgments imposed against thecovered elsewhere in column (c).• Amounts treated in an earlier tax year
foundation as a result of legalas qualifying distributions to: Line 12—Total. In column (b), proceedings on line 23, Other expenses.domestic organizations should enter the1. A nonoperating private foundation,
Line 18—Taxes.  Attach a scheduletotal of lines 2–11. Exempt foreignif the amounts were not redistributed by
listing the type and amount of each taxorganizations, enter the total of lines 3, 4,the grantee organization by the close of
reported on line 18. Do not enter any5, and 11 only.its tax year following the year in which it
taxes included on line 15.received the funds, or Line 13—Compensation of officers,

In column (a), enter the taxes paid (or2. An organization controlled by the directors, trustees, etc.
accrued) during the year. Include all typesdistributing foundation or a disqualified In column (a), enter the total of taxes recorded on the books, includingperson if the amounts were not compensation for the year of all officers, real estate tax not reported on line 20; theredistributed by the grantee organization directors, and trustees. If none was paid, tax on investment income; and anyby the close of its tax year following the enter zero. Complete line 1 of Part VIII to income tax.year in which it received the funds. show the compensation of officers,

In column (b), enter only those taxesLines 10a, b, c—Gross profit from directors, trustees, and foundation
included in column (a) that are related tosales of inventory. Enter the gross managers.
investment income taxable under sectionsales (less returns and allowances), cost In columns (b), (c), and (d), enter the 4940. Do not include the section 4940 taxof goods sold, and gross profit or (loss) portion of the compensation included in paid or incurred on net investment incomefrom the sale of all inventory items, column (a) that is applicable to the or the section 511 tax on unrelatedincluding those sold in the course of column. For example, in column (c) enter business income. Sales taxes may not bespecial events and activities. These the portion of the compensation included deducted separately, but must be treatedinventory items are the ones the in column (a) that was paid or incurred to as a part of the cost of acquired property,organization either makes to sell to others produce or collect income included in or as a reduction of the amount realizedor buys for resale. column (c). on disposition of the property.

Do not report any sales or exchanges Line 14—Other employee salaries and In column (c), enter only those taxesof investments on line 10. wages. Enter the salaries and wages of included in column (a) that relate to
all employees other than those includedDo not include any profit or (loss) from income included in column (c). Do not
on line 13.the sale of capital items such as include any excise tax paid or incurred on

securities, land, buildings, or equipment Line 15—Contributions to employee the net investment income (as shown in
on line 10. Enter these amounts on pension plans and other benefits. Part VI), or any tax reported on Form
line 6a. Enter the employer’s share of the 990-T.

contributions the organization paid toDo not include any business expenses In column (d), do not include any
qualified and nonqualified pension planssuch as salaries, taxes, rent, etc., on line excise tax paid on investment income (as
and the employer’s share of contributions10. Include them on lines 13–23. reported in Part VI of this return or the
to employee benefit programs (such as equivalent part of a return for prior years)Attach a schedule showing the insurance, health, and welfare programs) unless the organization is claiming statusfollowing items: Gross sales, Cost of that are not an incidental part of a as a private operating foundation andgoods sold, Gross profit or (loss). These pension plan. Complete the return/report completes Part XIV.items should be classified according to of the Form 5500 series appropriate for

Line 19—Depreciation and depletion.type of inventory sold (such as books, the organization’s plan. (See the
tapes, other educational or religious In column (a), enter the expenseInstructions for Form 5500 for information
material, etc.). The totals from the recorded in the books for the year.about employee welfare benefit plans
schedule should agree with the entries on required to file that form.) For depreciation, attach a schedule
lines 10a–10c. showing:Also include the amount of Federal,

In column (c), enter the gross profit state, and local payroll taxes for the year, 1. A description of the property,
or (loss) from sales of inventory shown in but only those that are imposed on the 2. The date acquired,
column (a), line 10c. organization as an employer. This 3. The cost or other basis (exclude
Line 11—Other income. Enter the total includes the employer’s share of social any land),
of all the foundation’s other income for the security and Medicare taxes, FUTA tax, 4. The depreciation allowed or
year. Attach a schedule that gives a state unemployment compensation tax, allowable in prior years,
description and the amount of the income. and other state and local payroll taxes. 5. The method of computation,
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6. The rate (%) or life (years), and Attach a schedule showing the type and 1. A description of the contributed
7. The depreciation this year. amount of each expense. property,

2. The book value of the contributedIf a deduction is claimed forOn a separate line on the schedule, property,amortization, attach a schedule showing:show the amount of depreciation included 3. The method used to determine the• Description of the amortized expenses;in cost of goods sold and not included on book value,• Date acquired, completed, orline 19. 4. The method used to determine theexpended;In columns (b) and (c), a deduction fair market value, and• Amount amortized;for depreciation is allowed only for 5. The date of the gift.• Deduction for prior years;property used in the production of income • Amortization period (number ofreported in the column, and only using The difference between fairmonths);the straight line method of computing market value and book value• Current-year amortization; anddepreciation. A deduction for depletion is should be shown in the books of• Total amount of amortization.
TIP

allowed but must be figured only using account and as a net asset adjustment in
the cost depletion method. In column (c), in addition to the Part III.

applicable portion of expenses fromThe basis used in figuring depreciation In column (d), enter on line 25 allcolumn (a), include any net loss from theand depletion is the basis determined contributions, gifts, and grants thesale or exchange of land or depreciableunder normal basis rules, without regard foundation paid during the year.property that was held for more thanto the special rules for using the fair • Do not include contributions to1 year and used in a trade or business.market value on December 31, 1969, that organizations controlled by the foundationrelate only to gain or loss on dispositions A deduction for amortization is allowed or by a disqualified person (see Generalfor purposes of the tax on net investment but only for assets used for the production Instruction C for definitions). Do notincome. of income reported in column (c). include contributions to nonoperating
Line 20—Occupancy. Enter the amount Line 25—Contributions, gifts, grants private foundations unless the donees are
paid or incurred for the use of office paid. exempt from tax under section 501(c)(3),
space or other facilities. If the space is they redistribute the contributions, andIn column (a), enter the total of allrented or leased, enter the amount of they maintain sufficient evidence ofcontributions, gifts, grants, and similarrent. If the space is owned, enter the redistributions according to theamounts paid (or accrued) for the year.amount of mortgage interest, real estate regulations under section 4942(g).List each contribution, gift, grant, etc., intaxes, and similar expenses, but not • Do not reduce the amount of grantsPart XV, or attach a schedule of the itemsdepreciation (reportable on line 19). In paid in the current year by the amount ofincluded on line 25 and list:either case, include the amount for grants paid in a prior year that was

1. Each class of activity,utilities and related expenses (e.g., heat, returned or recovered in the current year.
2. A separate total for each activity,lights, water, power, telephone, sewer, Report those repayments in column (c),
3. Name and address of donee,trash removal, outside janitorial services, line 9, and in Part XI, line 4a.
4. Relationship of donee if related by:and similar services). Do not include any • Do not include any payments of

salaries of the organization’s own a. Blood, set-asides (see instructions for Part XII,
employees that are reportable on line 15. b. Marriage, line 3) taken into account as qualifying

c. Adoption, or distributions in the current year or anyLine 21—Travel, conferences, and
d. Employment (including children of prior year. All set-asides are included inmeetings. Enter the expenses for

employees) to any disqualified person qualifying distributions (Part XII, line 3) inofficers, employees, or others during the
(see General Instruction C for definitions), the year of the set-aside regardless ofyear for travel, attending conferences,
and when paid.meetings, etc. Include transportation

5. The organizational status of donee • Do not include current year’s write-offs(including fares, mileage allowance, or
(e.g., public charity—an organization of prior years’ program-relatedautomobile expenses), meals and
described in section 509(a)(1), (2), or (3)). investments. All program-relatedlodging, and related costs whether paid

investments are included in qualifyingon the basis of a per diem allowance or You do not have to give the name of
distributions (Part XII, line 1b) in the yearactual expenses incurred. Do not include any indigent person who received one or
the investment is made.any compensation paid to those who more gifts or grants from the foundation • Do not include any payments that areparticipate. unless that individual is a disqualified
not qualifying distributions as defined inperson or one who received a total ofIn column (b), only 50% of the section 4942(g)(1).more than $1,000 from the foundationexpense for business meals, etc., paid or

during the year.incurred in connection with travel, Net Amounts
meetings, etc., relating to the production Activities should be classified Line 27a—Excess of revenue overof investment income, may be deducted according to purpose and in greater detail expenses. Subtract line 26, column (a),in figuring net investment income (section than merely classifying them as from line 12, column (a). Enter the result.274(n)). charitable, educational, religious, or Generally, the amount shown in column

scientific activities. For example, useIn column (c), enter the total amount (a) on this line is also the amount by
identification such as: payments forof expenses paid or incurred by officers, which net assets (or fund balances) have
nursing service, for fellowships, or foremployees, or others for travel, increased or decreased for the year. See
assistance to indigent families.conferences, meetings, etc., related to the instructions for Part III, Analysis of

income included in column (c). Changes in Net Assets or Fund Balances.Foundations may include, as a single
entry on the schedule, the total ofLine 22—Printing and publications. Line 27b—Net investment income.amounts paid as grants for which theEnter the expenses for printing or Domestic organizations, subtract line 26foundation exercised expenditurepublishing and distributing any from line 12. Enter the result. Exemptresponsibility. Attach a separate report fornewsletters, magazines, etc. Also include foreign organizations, enter the amounteach grant.the cost of subscriptions to, or purchases shown on line 12. However, if the

of, magazines, newspapers, etc. When the fair market value of the organization is a domestic organization
Line 23—Other expenses. Enter all property at the time of disbursement is and line 26 is more than line 12 (i.e.,
other expenses for the year. Include all the measure of a contribution, the expenses exceed income), enter zero
expenses not reported on lines 13–22. schedule must also show: (not a negative amount).
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Line 27c—Adjusted net income. disqualified persons. Enter here (and For a note receivable from any section
Subtract line 26, column (c) from line 12, on an attached schedule described 501(c)(3) organization, list only the name
column (c) and enter the result. below) all receivables due from officers, of the borrower and the balance due on

directors, trustees, foundation managers, the required schedule.
and other disqualified persons and allPart II—Balance Sheets Loans receivable. In columns (a), (b),
secured and unsecured loans (including and (c), enter the gross amount of loansFor column (b), show the book value at
advances) to such persons. “Disqualified receivable, minus the allowance forthe end of the year. For column (c), show
person” is defined in General doubtful accounts, from the normalthe fair market value at the end of the
Instruction C. activities of the filing organization (suchyear. Attached schedules must show the

as scholarship loans). An itemized list ofAttached schedules. (a) On theend-of-year value for each asset listed in
these loans is not required but attach arequired schedule, report each loancolumns (b) and (c).
schedule showing the total amount ofseparately, even if more than one loan• Foundations whose books of account
each type of outstanding loan. Reportwas made to the same person, or theincluded total assets of $5,000 or more at
loans to officers, directors, trustees,same terms apply to all loans made.any time during the year must complete
foundation managers, or otherall of columns (a), (b), and (c). Salary advances and other advances
disqualified persons on line 6 and loans to• Foundations with less than $5,000 of for the personal use and benefit of the
other employees on line 15.total assets per books at all times during recipient and receivables subject to

the year must complete all of columns (a) Line 8—Inventories for sale or use.special terms or arising from transactions
and (b), and only line 16 of column (c). Enter the amount of materials, goods, andnot functionally related to the foundation’s

supplies purchased or manufactured bycharitable purposes must be reported asLine 1—Cash—Non-interest-bearing.
the organization and held for sale or useseparate loans for each officer, director,Enter the amount of cash on deposit in
in some future period.etc.checking accounts, deposits in transit,

change funds, petty cash funds, or any Line 9—Prepaid expenses and(b) Receivables that are subject to the
other non-interest-bearing account. Do deferred charges. Enter the amount ofsame terms and conditions (including
not include advances to employees or short-term and long-term prepayments ofcredit limits and rate of interest) as
officers or refundable deposits paid to expenses attributable to one or morereceivables due from the general public
suppliers or others. future accounting periods. Examplesfrom an activity functionally related to the

include prepayments of rent, insurance,foundation’s charitable purposes may beLine 2—Savings and temporary cash
and pension costs, and expensesreported as a single total for all theinvestments. Enter the total of cash in
incurred in connection with a solicitationofficers, directors, etc. Travel advancessavings or other interest-bearing accounts
campaign to be conducted in a futuremade for official business of theand temporary cash investments, such as
accounting period.organization may also be reported as amoney market funds, commercial paper,

single total. Lines 10a, b, and c—Investments—certificates of deposit, and U.S. Treasury
government obligations, corporatebills or other governmental obligations For each outstanding loan or other
stocks and bonds. Enter the book valuethat mature in less than 1 year. receivable that must be reported
(which may be market value) of theseseparately, the attached schedule shouldLine 3—Accounts receivable. On the investments.show the following information (preferablydashed lines to the left of column (a),

in columnar form): Attach a schedule that lists eachenter the year-end figures for total
security held at the end of the year andaccounts receivable and allowance for 1. Borrower’s name and title.
shows whether the security is listed atdoubtful accounts from the sale of goods 2. Original amount.
cost (including the value recorded at theand/or the performance of services. In 3. Balance due.
time of receipt in the case of donatedcolumns (a), (b), and (c), enter net 4. Date of note.
securities) or end-of-year market value.amounts (total accounts receivable 5. Maturity date.
Do not include amounts shown on line 2.reduced by the corresponding allowance 6. Repayment terms.
Governmental obligations reported on linefor doubtful accounts). Claims against 7. Interest rate.
10a are those that mature in 1 year orvendors or refundable deposits with 8. Security provided by the borrower.
more. Debt securities of the U.S.suppliers or others may be reported here 9. Purpose of the loan.
Government may be reported as a singleif not significant in amount. (Otherwise, 10. Description and fair market value of
total rather than itemized. Obligations ofreport them on line 15, Other assets.) Any the consideration furnished by the lender
state and municipal governments mayreceivables due from officers, directors, (e.g., cash—$1,000; or 100 shares of
also be reported as a lump-sum total. Dotrustees, foundation managers, or other XYZ, Inc., common stock— $9,000).
not combine U.S. Government obligationsdisqualified persons must be reported on The above detail is not required for with state and municipal obligations online 6. Report receivables (including loans receivables or travel advances that may this schedule.and advances) due from other employees be reported as a single total (see (b)on line 15. Line 11—Investments—land,above); however, report and identify
buildings, and equipment. On theLine 4—Pledges receivable. On the those totals separately on the attachment.
dashed lines to the left of column (a),dashed lines to the left of column (a), Line 7—Other notes and loans enter the year-end book value (cost orenter the year-end figures for total receivable. On the dashed lines to the other basis) and accumulatedpledges receivable and allowance for left of column (a), enter the combined depreciation of all land, buildings, anddoubtful accounts (pledges estimated to total year-end figures for notes receivable equipment held for investment purposes,be uncollectable). In columns (a), (b), and and loans receivable and the allowance such as rental properties. In columns (a)(c), enter net amounts (total pledges for doubtful accounts. and (b), enter the book value of all land,receivable reduced by the corresponding

Notes receivable. In columns (a), (b), buildings, and equipment held forallowance for doubtful accounts).
and (c), enter the amount of all notes investment less accumulated

Line 5—Grants receivable. Enter the receivable not listed on line 6 and not depreciation. In column (c), enter the fair
total grants receivable from governmental acquired as investments. Attach a market value of these assets. Attach a
agencies, foundations, and other schedule similar to the one for line 6. The schedule listing these investment fixed
organizations as of the beginning and end schedule should also identify the assets held at the end of the year and
of the year. relationship of the borrower to any officer, showing, for each item or category listed,
Line 6—Receivables due from officers, director, trustee, foundation manager, or the cost or other basis, accumulated
directors, trustees, and other other disqualified person. depreciation, and book value.
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Line 12—Investments—mortgage Line 19—Deferred revenue. Include permanently restricted class of net
loans. Enter the amount of mortgage revenue that the organization has assets. Permanently restricted net assets
loans receivable held as investments but received but not yet earned as of the are (a) assets, such as land or works of
do not include program-related balance sheet date under its method of art, donated with stipulations that they be
investments (see instructions for line 15). accounting. used for a specified purpose, be

preserved, and not be sold or (b) assetsLine 20—Loans from officers,Line 13—Investments—other. Enter
donated with stipulations that they bedirectors, trustees, and otherthe amount of all other investment
invested to provide a permanent sourcedisqualified persons. Enter the unpaidholdings not reported on lines 10 through
of income. The latter result from gifts andbalance of loans received from officers,12. Attach a schedule listing and
bequests that create permanentdirectors, trustees, and other disqualifieddescribing each of these investments held
endowment funds.persons. For loans outstanding at the endat the end of the year. Show the book

of the year, attach a schedule that shows Organizations that do not follow SFASvalue for each and indicate whether the
(for each loan) the name and title of the 117. If the organization does not followinvestment is listed at cost or end-of-year
lender and the information listed in items SFAS 117, check the box above line 27market value. Do not include
2 through 10 of the instructions for line 6 and report account balances on lines 27program-related investments (see
on page 15. through 29. Report net assets or fundinstructions for line 15).

balances on line 30. Also complete lineLine 21—Mortgages and other notesLine 14—Land, buildings, and
31 to report the sum of the total liabilitiespayable. Enter the amount of mortgagesequipment. On the dashed lines to the
and net assets/fund balances.and other notes payable at the beginningleft of column (a), enter the year-end book

and end of the year. Attach a schedule Line 27—Capital stock, trust principal,value (cost or other basis) and
showing, as of the end of the year, the or current funds. For corporations, enteraccumulated depreciation of all land,
total amount of all mortgages payable the balance per books for capital stockbuildings, and equipment owned by the
and, for each nonmortgage note payable, accounts. Show par or stated value (or fororganization and not held for investment.
the name of the lender and the other stock with no par or stated value, totalIn columns (a) and (b), enter the book
information specified in items 2 through amount received upon issuance) of allvalue of all land, buildings, and equipment
10 of the instructions for line 6. The classes of stock issued and, as yet,not held for investment less accumulated
schedule should also identify the uncancelled. For trusts, enter the amountdepreciation. In column (c), enter the fair
relationship of the lender to any officer, in the trust principal or corpus account.market value of these assets. Include any
director, trustee, foundation manager, or For organizations continuing to use theproperty, plant, and equipment owned
other disqualified person. fund method of accounting, enter the fundand used by the organization to conduct

balances for the organization’s currentLine 22—Other liabilities. List andits charitable activities. Attach a schedule
restricted and unrestricted funds.show the amount of each liability notlisting these fixed assets held at the end

reportable on lines 17 through 21. Attachof the year and showing the cost or other Line 28—Paid-in or capital surplus, or
a separate schedule if more space isbasis, accumulated depreciation, and land, bldg., and equipment fund. Enter
needed.book value of each item or category the balance per books for all paid-in

listed. capital in excess of par or stated value forLines 24 Through 30—Net all stock issued and uncancelled. IfLine 15—Other assets. List and show Assets or Fund Balances stockholders or others gave donationsthe book value of each category of assets
that the organization records as paid-inOrganizations that follow SFAS 117. Ifnot reportable on lines 1 through 14.
capital, include them here. Report anythe organization follows SFAS 117, checkAttach a separate schedule if more space
current-year donations you included onthe box above line 24. Classify and reportis needed.
line 28 in Part I, line 1. The fund balancenet assets in three groups—unrestricted,

One type of asset reportable on line 15 for the land, building, and equipment fundtemporarily restricted, and permanently
is program-related investments. These would be entered here.restricted—based on the existence or
are investments made primarily to absence of donor-imposed restrictions Line 29—Retained earnings,accomplish a charitable purpose of the and the nature of those restrictions. Show accumulated income, endowment, orfiling organization rather than to produce the sum of the three classes of net assets other funds. For corporations, enter theincome. on line 30. On line 31, add the amounts balance in the retained earnings, or
Line 16—Total assets. All filers must on lines 23 and 30 to show total liabilities similar account, minus the cost of any
complete line 16 of columns (a), (b), and and net assets. This figure should be the corporate treasury stock. For trusts, enter
(c). These entries represent the totals of same as the figure for Total assets on the balance per books in the accumulated
lines 1 through 15 of each column. line 16. income or similar account. For
However, organizations that have assets organizations using fund accounting,Line 24—Unrestricted. Enter the
of less than $5,000 per books at all times enter the total of the fund balances for thebalances per books of the unrestricted
during the year need not complete lines 1 permanent and term endowment funds asclass of net assets. Unrestricted net
through 15 of column (c). well as balances of any other funds notassets are neither permanently restricted

reported on lines 27 and 28.nor temporarily restricted byThe column (c) amount is also
donor-imposed stipulations. All funds Line 30—Total net assets or fundentered on the entry space for I on
without donor-imposed restrictions must balances. For organizations that followpage 1.

TIP

be classified as unrestricted, regardless SFAS 117, enter the total of lines 24
of the existence of any boardLine 17—Accounts payable and through 26. For all other organizations,
designations or appropriations.accrued expenses. Enter the total of enter the total of lines 27 through 29.

accounts payable to suppliers and others Enter the beginning-of-year figure inLine 25—Temporarily restricted. Enter
and accrued expenses, such as salaries column (a) on line 1, Part III. Thethe balances per books of the temporarily
payable, accrued payroll taxes, and end-of-year figure in column (b) mustrestricted class of net assets. Donors’
interest payable. agree with the figure in Part III, line 6.temporary restrictions may require that

resources be used in a later period orLine 18—Grants payable. Enter the Line 31—Total liabilities and net
after a specified date (time restrictions),unpaid portion of grants and awards that assets/fund balances. Enter the total of
or that resources be used for a specifiedthe organization has made a commitment lines 23 and 30. This amount must equal
purpose (purpose restrictions), or both.to pay other organizations or individuals, the amount for total assets reported on

whether or not the commitments have Line 26—Permanently restricted. line 16 for both the beginning and end of
been communicated to the grantees. Enter the total of the balances for the the year.
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income from the property that is subject toPart III—Analysis of Part V—Qualification
the net investment income tax, any gain

Changes in Net Assets or Under Section 4940(e) foror loss from the sale or other disposition
of the property is not subject to the tax.Fund Balances Reduced Tax on Net

Generally, the excess of revenue over Investment IncomeHowever, if the foundation usesexpenses accounts for the difference
This part is used by domestic privateproperty both for charitable purposes andbetween the net assets at the beginning
foundations (exempt and taxable) to(other than incidentally) for investmentand end of the year.
determine whether they qualify for thepurposes, include in the computation of

On line 2, Part III, re-enter the figure reduced 1% tax under section 4940(e) ontax on net investment income the part of
from Part I, line 27(a), column (a). net investment income rather than the 2%the gain or loss from the sale or

tax on net investment income underdisposition of the property that is allocableOn lines 3 and 5, list any changes in
section 4940(a).to the investment use of the property.net assets that were not caused by the

receipts or expenses shown in Part I, Do not complete Part V if this is the
column (a). For example, if a foundation Program-related investments. Do organization’s first year. A private
follows FASB Statement No. 12 and not include gains or losses from the sale foundation cannot qualify under section
shows an asset in the ending balance or exchange of program-related 4940(e) for its first year of existence, nor
sheet at a higher value than in the investments as defined in the instructions can a former public charity qualify for the
beginning balance sheet because of an for Part IX-B. first year it is treated as a private
increased market value (after a larger foundation.
decrease in a prior year), include the Losses. If the disposition of investment A separate computation must be madeincrease in Part III, line 3. property results in a loss, that loss may for each year in which the foundationIf the organization uses a stepped-up be subtracted from capital gains realized wants to qualify for the reduced tax.basis to determine gains on sales of from the disposition of property during the

Line 1, column (b). Enter the amount ofassets included in Part I, column (a), then same tax year but only to the extent of the
adjusted qualifying distributions made forinclude the amount of step-up in basis in gains. If losses are more than gains, the
each year shown. The amounts in columnPart III. If you entered a contribution, gift, excess may not be subtracted from gross
(b) are taken from Part XII, line 6 of theor grant of property valued at fair market investment income, nor may the losses
Form 990-PF for 1997–2001.value on line 25 of Part I, column (a), the be carried back or forward to other tax

difference between fair market value and years. Line 1, column (c). Enter the net value
book value should be shown in the books of noncharitable-use assets for each year.
of account and as a net asset adjustment Basis. The basis for determining gain The amounts in column (c) are taken from
in Part III. from the sale or other disposition of Part X, line 5, for 1997–2001.

property is the larger of:Part IV—Capital Gains and 1. The fair market value of the Part VI—Excise Tax Based
property on December 31, 1969, plus orLosses for Tax on on Investment Incomeminus all adjustments after December 31,Investment Income 1969, and before the date of disposition, if (Section 4940(a), 4940(b),

Use Part IV to figure the amount of net the foundation held the property on that 4940(e), or 4948)capital gain to report on lines 7 and 8 of date and continuously after that date until
Part I. disposition or

General Rules• Part IV does not apply to foreign 2. The basis of the property on the
organizations. Domestic exempt private foundations.date of disposition under normal basis• Nonoperating private foundations may These foundations are subject to a 2%rules (actual basis). See Code sections
not have to figure their short-term capital tax on net investment income under1011–1021.
gain or loss on line 3. See the rules for section 4940(a). However, certain exemptThe rules that generally apply toNonoperating private foundations on operating foundations described inproperty dispositions reported in this partpage 11. section 4940(d)(2) may not owe any tax,are:Private foundations must report gains and certain private foundations that meet
and losses from the sale or other • Section 1011, Adjusted basis for the requirements of section 4940(e) may
disposition of property: determining gain or loss. qualify for a reduced tax of 1% (see the• Held for investment purposes or • Section 1012, Basis of property—cost. Part V instructions).• Used to produce unrelated business • Section 1014, Basis of property Exception. The section 4940 tax doesincome; however, only include in net acquired from a decedent. not apply to an organization making aninvestment income the part of the gain or

election under section 41(e)(6). Enter• Section 1015, Basis of propertyloss that is not included in the
“N/A” in Part VI.acquired by gifts and transfers in trust.computation of its unrelated business

taxable income. • Section 1016, Adjustments to basis. Domestic taxable private foundations
and section 4947(a)(1) nonexemptTo figure a loss, basis on the date ofProperty held for investment
charitable trusts.  These organizationsdisposition is determined under normalpurposes. Property is treated as held for
are subject to a modified 2% tax on netbasis rules.investment purposes if the property is of a
investment income under section 4940(b).type that generally produces interest,
(See Part V and its instructions to find outdividends, rents, or royalties, even if the See Chapter IV of Pub. 578 for
if they meet the requirements of sectionfoundation disposes of the property as examples on how to determine gain or
4940(e) that allows them to use asoon as it receives it. loss. The completed Form 990-PF in
modified 1% tax on net investmentCharitable use property. Do not include Package 990-PF, Returns for Private
income.) However, they must firstany gain or loss from disposing of Foundations or Section 4947(a)(1)
compute the tax under section 4940(a) asproperty used for the foundation’s Nonexempt Charitable Trusts Treated as
if that tax applied to them.charitable purposes in the computation of Private Foundations, contains an example

tax on net investment income. If the of a sale of investment property in which Foreign organizations. Under section
foundation uses property for its charitable the gain was computed using the donor’s 4948, exempt foreign private
purposes, but also incidentally derives basis under the rules of section 1015(a). foundations are subject to a 4% tax on
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their gross investment income derived been exempt from tax under section Do not claim erroneous backup
from U.S. sources. 501(a). If the domestic section 4947(a)(1) withholding on line 6d if you claim

nonexempt charitable trust or taxable it on Form 990-T.Taxable foreign private foundations CAUTION
!

private foundation has unrelated businessthat filed Form 1040NR, U.S. Line 8—Penalty. Enter any penalty fortaxable income that would have beenNonresident Alien Income Tax Return, or underpayment of estimated tax shown onsubject to the tax imposed by section 511,Form 1120-F, U.S. Income Tax Return of Form 2220. Form 2220 is used by boththe computation of tax must be shown ina Foreign Corporation, enter “N/A” in Part corporations and trusts.an attachment. Form 990-T may be usedVI.
Line 9—Tax due. Domestic foundationsas the attachment. All other filers, enterEstimated tax. Domestic exempt and should see General Instruction P.zero.taxable private foundations and section

All foreign organizations should4947(a)(1) nonexempt charitable trusts Line 4—Subtitle A tax. Domestic enclose a check or money order (in U.S.may have to make estimated tax section 4947(a)(1) nonexempt charitable funds), made payable to the Unitedpayments for the excise tax based on trusts and taxable private foundations, States Treasury, with Form 990-PF.investment income. See General enter the amount of subtitle A (income)
Instruction O for more information. Amended return. If you are amendingtax for the year reported on Form 1041 or

Part VI, be sure to combine any tax dueForm 1120. All other filers, enter zero.Tax Computation that was paid with the original return (or
Line 5—Tax based on investment any overpayment credited or refunded) in

Line 1a only applies to domestic income. Subtract line 4 from line 3 and the total for line 7. On the dotted line to
exempt operating foundations that enter the difference (but not less than the left of the line 7 entry space, write
are described in sectionCAUTION

!
zero) on line 5. Any overpayment entered “Tax Paid w/ O.R.” and the amount paid.

4940(d)(2) and that have a ruling letter on line 10 that is the result of a negative If you had an overpayment, write “O.R.
from the IRS establishing exempt amount shown on line 5 will not be Overpayment” and the amount credited or
operating foundation status. If your refunded. Unless the organization is a refunded in brackets.organization does not have this letter, domestic section 4947(a)(1) nonexempt If you file more than one amendedskip line 1a. charitable trust or taxable private return, attach a schedule listing the taxLine 1a. A domestic exempt private foundation, the amount on line 5 is the due amounts that were paid andfoundation that qualifies as an exempt same as on line 1. overpayment amounts that were creditedoperating foundation under section

or refunded. Write “See Attachment” onLine 6a. Enter the amount of 20024940(d)(2) is not liable for any tax on net
the dotted line and enter the net amountestimated tax payments, and any 2001investment income on this return.
in the entry space for line 7.overpayment of taxes that theIf your organization qualifies, check the

organization specified on its 2001 returnbox and enter the date of the ruling letter Part VII-A—Statementsto be credited toward payment of 2002on line 1a and enter “N/A” on line 1.
estimated taxes.Leave the rest of Part Vl blank. For the Regarding Activities

first year, the organization must attach a Each question in this section must beLine 6a applies only to domesticcopy of the ruling letter establishing answered “Yes,” “No,” or “N/A” (notorganizations.exempt operating foundation status. As applicable).
CAUTION

!
long as the organization retains this

Line 1. Political purposes include, but arestatus, write the date of the ruling letter in
not limited to: directly or indirectlyTrust payments treated asthe space on line 1a. If the organization
accepting contributions or makingbeneficiary payments. A trust may treatno longer qualifies under section
payments to influence the selection,any part of estimated taxes it paid as4940(d)(2), leave the date line blank and
nomination, election, or appointment oftaxes paid by the beneficiary. If the filingcompute the section 4940 tax in the
any individual to any Federal, state, ororganization was a beneficiary thatnormal manner.
local public office or office in a politicalreceived the benefit of such a paymentQualification. To qualify as an organization, or the election offrom a trust, include the amount on lineexempt operating foundation for a tax presidential or vice presidential electors,6a of Part VI, and write, “Includes sectionyear, an organization must meet the whether or not the individual or electors643(g) payment.” See section 643(g) forfollowing requirements of section are actually selected, nominated, elected,more information about estimated tax4940(d)(2): or appointed.payments treated as paid by a

1. It is an operating foundation beneficiary. Line 3. A “conformed” copy of an
described in section 4942(j)(3), organizational document is one that

Line 6b. Exempt foreign foundations2. It has been publicly supported for at agrees with the original document and all
must enter the amount of tax withheld atleast 10 tax years or was a private its amendments. If copies are not signed,
the source.operating foundation on January 1, 1983, attach a written declaration signed by an

or for its last tax year ending before officer authorized to sign for theLine 6d. Enter the amount of any backupJanuary 1, 1983, organization, certifying that they arewithholding erroneously withheld.3. Its governing body, at all times complete and accurate copies of theRecipients of interest or dividendduring the tax year, consists of individuals original documents.payments must generally certify theirless than 25% of whom are disqualified
correct tax identification number to the Line 6. For a private foundation to beindividuals, and is broadly representative
bank or other payer on Form W-9, exempt from income tax, its governingof the general public, and
Request for Taxpayer Identification instrument must include provisions that4. It has no officer who was a
Number and Certification. If the payer require it to act or refrain from acting sodisqualified individual at any time during
does not get this information, it must as not to engage in an act of self-dealingthe tax year.
withhold part of the payments as “backup (section 4941), or subject the foundation

Line 2—Section 511 tax. Under section withholding.” If the organization files Form to the taxes imposed by sections 4942
4940(b), a domestic section 4947(a)(1) 990-PF and was subject to erroneous (failure to distribute income), 4943
nonexempt charitable trust or taxable backup withholding because the payer did (excess business holdings), 4944
private foundation must add to the tax not realize the payee was an exempt (investments which jeopardize charitable
figured under section 4940(a) (on line 1) organization and not subject to this purpose), and 4945 (taxable
the tax which would have been imposed withholding, the organization can claim expenditures). A private foundation may
under section 511 for the tax year if it had credit for the amount withheld. satisfy these section 508(e) requirements
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either by express language in its Any person who is a substantial The terms “disqualified person” and
governing instrument or by application of contributor on any date will remain a “foundation manager” are defined in
state law that imposes the above substantial contributor for all later periods. General Instruction C.
requirements on the foundation or treats Line 1b. If you answered “Yes” to any ofHowever, a person will cease to be athese requirements as being contained in the questions in 1a, you should answersubstantial contributor with respect to anythe governing instrument. If an “Yes” to 1b unless all of the acts engagedprivate foundation if:organization claims it satisfies the in were “excepted” acts. Excepted acts1. The person, and all relatedrequirements of section 508(e) by are described in Regulations sectionspersons, made no contributions to theoperation of state law, the provisions of 53.4941(d)-3 and 4 or appear in Noticesfoundation during the 10-year periodstate law must effectively impose the published in the Internal Revenueending with the close of the taxable year;section 508(e) requirements on the Bulletin, relating to disaster assistance.2. The person, or any related person,organization. See Rev. Rul. 75-38,

Line 2—Taxes on failure to distributewas never the foundation’s manager1975-1 C.B.161, for a list of states with
income. If you answer “No” to questionduring this 10-year period; andlegislation that satisfies the requirements
2b, attach a statement explaining:3. The aggregate contributions madeof section 508(e).

by the person, and related persons, are 1. All the facts regarding the incorrectHowever, if the state law does not
determined by the IRS to be insignificant valuation of assets andapply to a governing instrument that
compared to the aggregate amount of 2. The actions taken (or planned) tocontains mandatory directions conflicting
contributions to the foundation by any comply with section 4942(a)(2)(B), (C),with any of its requirements and the
other person and the appreciated value of and (D) and the related regulations.organization has such mandatory
contributions held by the foundation.directions in its governing instrument,

Line 3a. A private foundation is notthen the organization has not satisfied the The term related person includes any
treated as having excess businessrequirements of section 508(e) by the other person who would be a disqualified
holdings in any enterprise if, together withoperation of that legislation. person because of a relationship with the
related foundations, it owns 2% or less ofsubstantial contributor (section 4946).Line 8a. In the space provided list all the voting stock and 2% or less in valueWhen the substantial contributor is astates: of all outstanding shares of all classes ofcorporation, the term also includes any1. To which the organization reports in stock. (See “disqualified person” underofficer or director of the corporation. Theany way about its organization, assets, or General Instruction C.) A similarterm “substantial contributor” does notactivities and exception applies to a beneficial or profitsinclude public charities (organizations2. With which the organization has interest in any business enterprise that isdescribed in section 509(a)(1), (2), or (3)).registered (or which it has otherwise a trust or partnership.

notified in any manner) that it intends to Line 11—Public inspection For more information about excessbe, or is, a charitable organization or that requirements and web site address. All business holdings, see Pub. 578 and theit is, or intends to be, a holder of property domestic private foundations (including instructions for Form 4720.devoted to a charitable purpose. section 4947(a)(1) nonexempt charitable
Line 4—Taxes on investments thattrusts treated as private foundations) areAttach a separate list if you need more
jeopardize charitable purposes. Insubject to the public inspectionspace.
general, an investment that jeopardizesrequirements. See General Instruction QLine 9. If the organization claims status any of the charitable purposes of a privatefor information on making the foundation’s

as a private operating foundation for 2002 foundation is one for which a foundationannual returns and exemption application
and, in fact, meets the private operating manager did not exercise ordinaryavailable for public inspection.
foundation requirements for that year (as business care to provide for the long- and
reflected in Part XIV), any excess Enter the foundation’s web site short-term financial needs of the
distributions carryover from 2001 or prior address if the the foundation has a web foundation in carrying out its charitable
years may not be carried over to 2002 or site. Otherwise, enter “N/A.” purposes. For more details, see Pub. 578
any year after 2002 in which it does not and the regulations under section 4944.Line 13—Section 4947(a)(1) trusts.meet the private operating foundation

Section 4947(a)(1) nonexempt charitable Line 5—Taxes on taxablerequirements. See the instructions for
trusts that file Form 990-PF instead of expenditures and politicalPart XIII.
Form 1041 must complete this line. The expenditures. In general, paymentsLine 10—Substantial contributors. If trust should include exempt-interest made for the activities described on linesyou answer “Yes,” attach a schedule dividends received from a mutual fund or 5a(1)–(5) are taxable expenditures. Seelisting the names and addresses of all other regulated investment company as Pub. 578 for exceptions.persons who became substantial well as tax-exempt interest received A grant by a private foundation to acontributors during the year. directly. public charity is not a taxable expenditureThe term substantial contributor

if the private foundation does not earmarkmeans any person whose contributions or Part VII-B—Activities for the grant for any of the activitiesbequests during the current tax year and
described in lines 5a(1)–(5), and there isprior tax years total more than $5,000 and Which Form 4720 May Be no oral or written agreement by which theare more than 2% of the total
grantor foundation may cause the granteeRequiredcontributions and bequests received by
to engage in any such prohibited activityThe purpose of these questions is tothe foundation from its creation through
or to select the grant recipient.determine if there is any initial excise taxthe close of its tax year. In the case of a

due under sections 170(f)(10),trust, the term “substantial contributor” Grants made to exempt operating
4941–4945, and section 4955. If thealso means the creator of the trust foundations (as defined in section
answer is “Yes” to question 1b, 1c, 2b,(section 507(d)(2)). 4940(d)(2) and the instructions to Part VI)
3b, 4a, 4b, 5b, or 6b, complete and file are not subject to the expenditureThe term person includes individuals,
Form 4720, unless an exception applies. responsibility provisions of section 4945.trusts, estates, partnerships, associations,

corporations, and other exempt Line 1—Self-dealing. The activities Under section 4955, a section
organizations. listed in 1a(1)–(6) are considered 501(c)(3) organization must pay an excise

Each contribution or bequest must be self-dealing under section 4941 unless tax for any amount paid or incurred on
valued at fair market value on the date it one of the exceptions applies. See Pub. behalf of or opposing any candidate for
was received. 578. public office. The organization must pay
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an additional excise tax if it does not disability, etc.) on behalf of the officers,Employees, and
correct the expenditure timely. etc. Reasonable estimates may be used if

Contractors precise cost figures are not readilyA manager of a section 501(c)(3)
available.Line 1—List of officers, directors,organization who knowingly agrees to a

trustees, etc. List the names, addresses, Unless the amounts are reported inpolitical expenditure must pay an excise
and other information requested for those column (c), report, as deferredtax unless the agreement is not willful and
who were officers, directors, and trustees compensation in column (d), salaries andthere is reasonable cause. A manager
(or any person who had responsibilities or other compensation earned during thewho does not agree to a correction of the
powers similar to those of officers, period covered by the return, but not yetpolitical expenditure may have to pay an
directors, or trustees) of the foundation at paid by the date the foundation files itsadditional excise tax.
any time during the year. Each must be return.A section 501(c)(3) organization will
listed whether or not they receive any Column (e). Enter both taxable andlose its exempt status if it engages in
compensation from the foundation. Give nontaxable fringe benefits, expensepolitical activity.
the preferred address at which officers, account and other allowances (other thanA political expenditure that is treated etc., want the Internal Revenue Service to de minimis fringe benefits described inas an expenditure under section 4955 is contact them. section 132(e)). See Pub. 525 for morenot treated as a taxable expenditure information. Examples of allowancesAlso include on this list, any officers orunder section 4945. include amounts for which the recipientdirectors (or any person who had

For purposes of the section 4955 tax, did not account to the organization orresponsibilities or powers similar to those
when an organization promotes a allowances that were more than theof officers or directors) of a disregarded
candidate for public office (or is used or payee spent on serving the organization.entity owned by the foundation who are
controlled by a candidate or prospective Include payments made in connectionnot officers, directors, etc., of the
candidate), amounts paid or incurred for with indemnification arrangements, thefoundation.
the following purposes are political value of the personal use of housing,If the foundation (or disregarded entity)expenditures: automobiles, or other assets owned orpays any other person, such as a

leased by the organization (or provided1. Remuneration to the individual (or management services company, for the
for the organization’s use without charge).candidate or prospective candidate) for services provided by any of the

speeches or other services. Line 2—Compensation of fivefoundation’s officers, directors, or trustees
2. Travel expenses of the individual. highest-paid employees. Fill in the(or any person who had responsibilities or
3. Expenses of conducting polls, information requested for the fivepowers similar to those of officers,

surveys, or other studies, or preparing employees (if any) of the foundation (ordirectors, or trustees), report the
papers or other material for use by the disregarded entity that the foundationcompensation and other items on Part
individual. owns) who received the greatest amountVIII as if you had paid the officers, etc.,

4. Expenses of advertising, publicity, of annual compensation over $50,000. Dodirectly.
and fundraising for such individual. not include employees listed on line 1.Show all forms of compensation5. Any other expense that has the Also enter the total number of otherearned by each listed officer, etc. Inprimary effect of promoting public employees who received more thanaddition to completing Part VIII, if yourecognition or otherwise primarily $50,000 in annual compensation.want to explain the compensation of oneaccruing to the benefit of the individual.

Show each listed employee’s entireor more officers, directors, and trustees,
See the regulations under section compensation package for the periodyou may provide an attachment

4945 for more information. covered by the return. Include all forms ofdescribing the person’s entire 2002
compensation that each listed employeecompensation package.Line 5b. If you answered “Yes” to any of
received in return for his or her services.the questions in 5a, you should answer  Enter zero in columns (c), (d), and (e)
See the line 1 instructions for more details“Yes” to 5b unless all of the transactions if no compensation was paid. Attach a
on includible compensation.engaged in were “excepted” transactions. schedule if more space is needed.

Excepted transactions are described in Line 3—Five highest-paid independentColumn (b). A numerical estimate ofRegulations section 53.4945 or appear in contractors for professional services.the average hours per week devoted toNotices published in the Internal Revenue Fill in the information requested for thethe position is required for the answer toBulletin, relating to disaster assistance. five highest-paid independent contractorsbe considered complete. (if any), whether individuals orLine 6b. Check “Yes” if, in connection
professional service corporations orPhrases such as “as needed” orwith any transfer of funds to a private
associations, to whom the organization“as required” are unacceptablefoundation, the foundation directly or
paid more than $50,000 for the year toentries for column (b).indirectly pays premiums on any personal CAUTION

!
perform personal services of abenefit contract, or there is an Column (c). Enter salary, fees, professional nature for the organizationunderstanding or expectation that any bonuses, and severance payments (such as attorneys, accountants, andperson will directly or indirectly pay these received by each person listed. Include doctors). Also show the total number of allpremiums. current year payments of amounts other independent contractors who

reported or reportable as deferredReport the premiums it paid and the received more than $50,000 for the year
compensation in any prior year.premiums paid by others, but treated as for performing professional services.

paid by the private foundation, on Form Column (d). Include all forms of
8870 and pay the excise tax (which is deferred compensation and future Part IX-A—Summary ofequal to premiums paid) on Form 4720. severance payments (whether or not Direct Charitable Activitiesfunded or vested, and whether or not theFor more information, see Form 8870

deferred compensation plan is a qualified List the foundation’s four largestand Notice 2000-24, 2000-17 I.R.B. 952.
plan under section 401(a)). Include programs as measured by the direct and
payments to welfare benefit plans indirect expenses attributable to each thatPart VIII—Information
(employee welfare benefit plans covered consist of the direct active conduct of

About Officers, Directors, by Part I of Title 1 of ERISA, providing charitable activities. Whether any
benefits such as medical, dental, life expenditure is for the direct activeTrustees, Foundation
insurance, apprenticeship and training, conduct of a charitable activity is

Managers, Highly Paid scholarship funds, severance pay, determined, generally, by the definitions
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and special rules of section 4942(j)(3) and consist merely of monitoring or advising and no substantial purpose of which is to
the related regulations, which define a the grantees in their use of the grant produce investment income or a capital
private operating foundation. funds. Technical assistance involves the gain from the sale of the investment.

furnishing of expert advice and related Examples of program-related investmentsExcept for significant involvement
assistance regarding, for example: include educational loans to individualsgrant programs, described below, do not

and low-interest loans to other section1. Compliance with governmentalinclude in Part IX-A any grants or
501(c)(3) organizations.regulations;expenses attributable to administering
General instructions.  Include only2. Reducing operating costs orgrant programs, such as reviewing grant
those investments that were reported inincreasing program accomplishments;applications, interviewing or testing
Part XII, line 1b, for the current year. Do3. Fundraising methods; andapplicants, selecting grantees, and
not include any investments made in any4. Maintaining complete and accuratereviewing reports relating to the use of the
prior year even if they were still held byfinancial records.grant funds.
the foundation at the end of 2002.Report both direct and indirect

Include scholarships, grants, or other expenses in the expense totals. Direct Investments consisting of loans topayments to individuals as part of an expenses are those that can be individuals (such as educational loans)active program in which the foundation specifically identified as connected with a are not required to be listed separatelymaintains some significant particular activity. These include, among but may be grouped with otherinvolvement. Related administrative others, compensation and travel program-related investments of the sameexpenses should also be included. expenses of employees and officers type. Loans to other section 501(c)(3)Examples of active programs and directly engaged in an activity, the cost of organizations and all other types ofdefinitions of the term “significant materials and supplies utilized in program-related investments must beinvolvement” are provided in Regulations conducting the activity, and fees paid to listed separately on lines 1 through 3 orsections 53.4942(b)-1(b)(2) and outside firms and individuals in on an attachment.53.4942(b)-1(d). connection with a specific activity. Lines 1 and 2. List the two largestDo not include any program-related Indirect (overhead) expenses are program-related investments made by theinvestments (reportable in Part IX-B) in those that are not specifically identified as foundation in 2002, whether or not thethe description and expense totals, but be connected with a particular activity but investments were still held by thesure to include qualified set-asides for that relate to the direct costs incurred in foundation at the end of the year.direct charitable activities, reported on conducting the activity. Examples of Line 3. Combine all otherline 3 of Part XII. Also, include in Part indirect expenses include: occupancy program-related investments and enterIX-A, amounts paid or set aside to acquire expenses; supervisory and clerical the total on the line 3 Amount column. Listassets used in the direct active conduct of compensation; repair, rental, and the individual investments or groups ofcharitable activities. maintenance of equipment; expenses of investments included (attach a schedule if
Expenditures for direct charitable other departments or cost centers (such necessary).

activities include, among others, amounts as accounting, personnel, and payroll
The total of lines 1 through 3 inpaid or set aside to: departments or units) that service the
the Amount column must equal• Acquire or maintain the operating department or function that incurs the
the amount reported on line 1b ofassets of a museum, library, or historic direct expenses of conducting an activity;

TIP

Part XII.site or to operate the facility. and other applicable general and
• Provide goods, shelter, or clothing to administrative expenses, including the

Part X—Minimumindigents or disaster victims if the compensation of top management, to the
foundation maintains some significant extent reasonably allocable to a particular Investment Returninvolvement in the activity rather than activity.
merely making grants to the recipients. Who must complete this section? All

No specific method of allocation is• Conduct educational conferences and domestic foundations must complete
required. The method used, however,seminars. Part X.
must be reasonable and must be used• Operate a home for the elderly or Foreign foundations that checked boxconsistently.disabled. D2 on page 1 do not have to complete• Conduct scientific, historic, public Examples of acceptable allocation Part X unless claiming status as a private

policy, or other research with significance methods include: operating foundation.
beyond the foundation’s grant program • Compensation that is allocated on a Private operating foundations,that does not constitute a prohibited time basis. described in sections 4942(j)(3) orattempt to influence legislation. • Employee benefits that are allocated on 4942(j)(5), must complete Part X in order• Publish and disseminate the results of the basis of direct salary expenses. to complete Part XIV.such research, reports of educational • Travel, conference, and meeting

Overview. A private foundation that isconferences, or similar educational expenses that are charged directly to the
not a private operating foundation mustmaterial. activity that incurred the expense.
pay out, as qualifying distributions, its• Support the service of foundation staff • Occupancy expenses that are allocated
minimum investment return. This ison boards or advisory committees of on a space-utilized basis.
generally 5% of the total fair market valueother charitable organizations or on public • Other indirect expenses that are
of its noncharitable assets, subject tocommissions or task forces. allocated on the basis of direct salary
further adjustments as explained in the• Provide technical advice or assistance expenses or total direct expenses.
instructions for Part XI. The amount ofto a governmental body, a governmental
this minimum investment return is figuredcommittee, or subdivision of either, in Part IX-B—Summary of in Part X and is used in Part XI to figureresponse to a written request by the
the amount that is required to be paid outProgram-Relatedgovernmental body, committee, or
(the distributable amount).subdivision. Investments• Conduct performing arts performances. Minimum investment return. In figuring

• Provide technical assistance to Program-related investment. Section the minimum investment return, include
grantees and other charitable 4944(c) and corresponding regulations only those assets that are not actually
organizations. This assistance must have define a program-related investment as used or held for use by the organization
significance beyond the purposes of the one that is made primarily to accomplish for a charitable, educational, or other
grants made to the grantees and must not a charitable purpose of the foundation similar function that contributed to the
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charitable status of the foundation. Cash system to determine the value of the replaced during the 5-year period by a
on hand and on deposit is considered securities. The system must be subsequent 5-year certified independent
used or held for use for charitable acceptable to the IRS for Federal estate appraisal or by an annual valuation as
purposes only to the extent of the tax purposes. described above. The most recent
reasonable cash balances reported in valuation should be used to compute theThe foundation may reduce the fair
Part X, line 4. See the instructions for foundation’s minimum investment return.market value of securities only to the
lines 1b and 4 below. extent that it can establish that the If the valuation is made according to

securities could only be liquidated in aAssets that are held for the production the above rules, the IRS will continue to
reasonable period of time at a price lessof income or for investment are not accept it during the 5-year period for
than the fair market value because of:considered to be used directly for which it applies even if the actual fair
• The size of the block of the securities;charitable functions even though the market value of the property changes
• The fact that the securities held areincome from the assets is used for the during the period.
securities in a closely held corporation; orcharitable functions. It is a factual Valuation date. An asset required to• The fact that the sale of the securitiesquestion whether an asset is held for the be valued annually may be valued as of
would result in a forced or distress sale.production of income or for investment any day in the private foundation’s tax

Any reduction in value allowed underrather than used or held for use directly year, provided the foundation values the
these provisions may not be more thanby the foundation for charitable purposes. asset as of that date in all tax years.
10% of the fair market value (determined However, a valuation of real estateFor example, an office building that is
without regard to any reduction in value). determined on a 5-year basis by aused to provide offices for employees

Also, see Regulations sections certified, independent appraisal may beengaged in managing endowment funds
53.4942(a)-2(c)(4)(i)(b), (c), and (iv)(a). made as of any day in the first tax year offor the foundation is not considered an

the foundation to which the valuationasset used for charitable purposes. Line 1b—Average of monthly cash
applies.balances. Compute cash balances on aDual-use property.  When property is

monthly basis by averaging the amount of Assets held for less than a tax year.used both for charitable and other
cash on hand on the first and last days of To determine the value of an asset heldpurposes, the property is considered used
each month. Include all cash balances less than 1 tax year, divide the number ofentirely for charitable purposes if 95% or
and amounts that may be used for days the foundation held the asset by themore of its total use is for that purpose. If
charitable purposes (see line 4 on number of days in the tax year. Multiplyless than 95% of its total use is for
page 22) or set aside and taken as a the result by the fair market value of thecharitable purposes, a reasonable
qualifying distribution (see Part XII). asset.allocation must be made between

charitable and noncharitable use. Line 1c—Fair market value of all other Line 1e—Reduction claimed for
assets. The fair market value of assets blockage or other factors. If the fairExcluded property. Certain assets
other than securities is determined market value of any securities, real estateare excluded entirely from the
annually except as described below. The holdings, or other assets reported on linescomputation of the minimum investment
valuation may be made by private 1a and 1c reflects a blockage discount,return. These include pledges of grants
foundation employees or by any other marketability discount, or other reductionand contributions to be received in the
person even if that person is a from full fair market value because of thefuture and future interests in estates and
disqualified person. If the IRS accepts the size of the asset holding or any othertrusts. See Pub. 578, chapter VII, for
valuation, it is valid only for the tax year factor, enter on line 1e the aggregatemore details.
for which it is made. A new valuation is amount of the discounts claimed. AttachLine 1a—Average monthly fair market
required for the next tax year. an explanation that includes the followingvalue of securities. If market quotations

information for each asset or group of5-year valuation. A written, certified,are readily available, a foundation may
assets involved:and independent appraisal of the fairuse any reasonable method to determine

market value of any real estate, including 1. A description of the asset or assetthe average monthly fair market value of
any improvements, may be determined group (e.g., 20,000 shares of XYZ, Inc.,securities such as common and preferred
on a 5-year basis by a qualified person. common stock);stock, bonds, and mutual fund shares, as

2. For securities, the percentage oflong as that method is consistently used. The qualified person may not be a
the total issued and outstanding securitiesFor example, a value for a particular disqualified person (see General
of the same class that is represented bymonth might be determined by the closing Instruction C) with respect to the private
the foundation’s holding;price on the first or last trading days of the foundation or an employee of the

3. The fair market value of the assetmonth or an average of the closing prices foundation.
or asset group before any claimedon the first and last trading days of the Commonly accepted valuation blockage discount or other reduction;month. Market quotations are considered methods must be used in making the 4. The amount of the discountreadily available if a security is any of the appraisal. A valuation based on claimed; andfollowing: acceptable methods of valuing property 5. A statement that explains why the• Listed on the New York or American for Federal estate tax purposes will be claimed discount is appropriate in valuingStock Exchange or any city or regional considered acceptable. the asset or group of assets for sectionexchange in which quotations appear on

The appraisal must include a closing 4942 purposes.a daily basis, including foreign securities
statement that, in the appraiser’s opinion,listed on a recognized foreign national or In the case of securities, there arethe appraised assets were valuedregional exchange. certain limitations on the size of theaccording to valuation principles regularly• Regularly traded in the national or reduction in value that can be claimed.employed in making appraisals of suchregional over-the-counter market for See the instructions for Part X, line 1a.property, using all reasonable valuationwhich published quotations are available.
methods. The foundation must keep a Line 2—Acquisition indebtedness.• Locally traded, for which quotations can
copy of the independent appraisal for its Enter the total acquisition indebtednessbe readily obtained from established
records. If a valuation is reasonable, the that applies to assets included on line 1.brokerage firms.
foundation may use it for the tax year for For details, see section 514(c)(1).If securities are held in trust for, or on
which the valuation is made and for eachbehalf of, a foundation by a bank or other Line 4—Cash deemed held for
of the 4 following tax years.financial institution that values those charitable activities. Foundations may

securities periodically using a computer Any valuation of real estate by a exclude from the assets used in the
pricing system, a foundation may use that certified independent appraisal may be minimum investment return computation
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the reasonable cash balances necessary exempt from tax under section 501(a), not which a repayment of loan principal is
to cover current administrative expenses all of the unexpired interests of which are made and for each tax year after that in
and other normal and current devoted to charitable, religious, which any repayment of loan principal is
disbursements directly connected with the educational, and like purposes, and that made. The statement should show:
charitable, educational, or other similar has amounts in trust for which a • The lender’s name and address.
activities. The amount of cash that may charitable contributions deduction has • The amount borrowed.
be excluded is generally 11/2% of the fair been allowed. • The specific use of the borrowed funds.
market value of all assets (minus any • The private foundation’s election toIf the foundation receives distributions
acquisition indebtedness) as computed in treat repayments of loan principal asthat include amounts placed in trust
Part X, line 3. However, if under the facts qualifying distributions.before May 27, 1969, and amounts
and circumstances an amount larger than placed in trust after May 26, 1969, these Line 1b—Program-relatedthe deemed amount is necessary to pay distributions must be allocated between investments. Enter the total of theexpenses and disbursements, then you those amounts to determine the extent to “Amount” column from Part IX-B. See themay enter the larger amount instead of which the distributions are included in the Part IX-B instructions for the definition of11/2% of the fair market value on line 4. If foundation’s distributable amount. program-related investments.you use a larger amount, attach an Line 6—Deduction from distributable Line 3—Amounts set aside. Amountsexplanation. amount. If the foundation was organized set aside may be treated as qualifyingLine 6—Short tax periods. If the before May 27, 1969, and its governing distributions only if the private foundationfoundation’s tax period is less than 12 instrument or any other instrument establishes to the satisfaction of the IRSmonths, determine the applicable continues to require the accumulation of that the amount will be paid for thepercentage by dividing the number of income after a judicial proceeding to specific project within 60 months from thedays in the short tax period by 365 (or reform the instrument has terminated, date of the first set-aside and meets 1 or366 in a leap year). Multiply the result by then the amount of the income required to 2 below.5%. Then multiply the modified be accumulated must be subtracted from

1. The project can be betterpercentage by the amount on line 5 and the distributable amount beginning with
accomplished by a set-aside than by theenter the result on line 6. the first tax year after the tax year in
immediate payment of funds (suitabilitywhich the judicial proceeding was
test) orPart XI—Distributable terminated. (See the instructions for Part

2. The private foundation meets theVII-A, line 6.)Amount requirements of section 4942(g)(2)(B)(ii)
(cash distribution test).If the organization is claiming status as a Part XII—Qualifying

private operating foundation described in
Distributions Set-aside under item 1. For anysection 4942(j)(3) or (j)(5) or if it is a

set-aside under 1 above, the privateforeign foundation that checked box D2 “Qualifying distributions” are amounts
foundation must apply for IRS approval byon page 1, check the box in the heading spent or set aside for religious,
the end of the tax year in which thefor Part XI. You do not need to complete educational, or similar charitable
amount is set aside. Send thethis part. See the Part XIV instructions for purposes. The total amount of qualifying
application for approval to the Internalmore details on private operating distributions for any year is used to
Revenue Service, P.O. Box 27720,foundations. reduce the distributable amount for
McPherson Station, Washington, DCspecified years to arrive at theSection 4942(j)(5) organizations are
20038.undistributed income (if any) for thoseclassified as private operating foundations

years.for purposes of section 4942 only if they The application for approval must give
Line 1a—Expenses, contributions,meet the requirements of Regulations all of the following information:
gifts, etc. Enter the amount from Part I,section 53.4942(b)-1(a)(2). • The nature and purposes of the specific
column (d), line 26. However, if the project and the amount of the set-asideThe distributable amount for 2002 is
borrowed funds election applies, add the for which approval is requested;the amount that the foundation must
total of the repayments during the year to • The amounts and approximate dates ofdistribute by the end of 2003 as qualifying
the amount from Part I, column (d), line any planned additions to the set-asidedistributions to avoid the 15% tax on the
26, and enter it on line 1a. after its initial establishment;undistributed portion.

• The reasons why the project can beBorrowed funds. If the foundationLine 4a. Enter the total of recoveries of
better accomplished by the set-aside thanborrowed money in a tax year beginningamounts treated as qualifying
by the immediate payment of funds;before January 1, 1970, or later borrowsdistributions for any year under section • A detailed description of the project,money under a written commitment4942(g). Include recoveries of part or all
including estimated costs, sources of anybinding on December 31, 1969, the(as applicable) of grants previously made;
future funds expected to be used forfoundation may elect to treat anyproceeds from the sale or other
completion of the project, and therepayments of the loan principal afterdisposition of property whose cost was
location(s) (general or specific) of anyDecember 31, 1969, as qualifyingtreated as a qualifying distribution when
physical facilities to be acquired ordistributions at the time of repayment,the property was acquired; and any
constructed as part of the project; andrather than at the earlier time that theamount set aside under section 4942(g) • A statement of an appropriateborrowed funds were actually distributed,to the extent it is determined that this
foundation manager that the amounts setonly if:amount is not necessary for the purposes
aside will actually be paid for the specific1. The money is used to makeof the set-aside.
project within a specified period of timeexpenditures for a charitable or similarLine 4b—Income distributions from ending within 60 months after the date ofpurpose andsection 4947(a)(2) trusts. The income the first set-aside; or a statement2. Repayment on the loan did not startportion of distributions from split-interest explaining why the period for paying theuntil a year beginning after 1969.trusts on amounts placed in trust after amount set aside should be extended and

May 26, 1969, must be added to the On these loans, deduct any interest indicating the extension of time
distributable amount, subject to the payment from gross income to compute requested. (Include in this statement the
limitation of Regulations section adjusted net income in the year paid. reason why the proposed project could
53.4942(a)-2(b)(2)(iii). Election. To make this election, not be divided into two or more projects

A “split-interest trust” is defined in attach a statement to Form 990-PF for the covering periods of no more than 60
section 4947(a)(2) as a trust that is not first tax year beginning after 1969 in months each.)
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Set-aside under item 2. For any Line 2—Undistributed income. Enter Line 4d. Treat as a distribution of the
set-aside under 2 above, the private the distributable amount for 2001 and distributable amount for 2002 any
foundation must attach a schedule to its amounts for earlier years that remained qualifying distributions for 2002 that
annual information return showing how undistributed at the beginning of the 2002 remain after reducing the 2001
the requirements are met. A schedule is tax year. undistributed income to zero and after
required for the year of the set-aside and electing to treat any part of the remainingLine 2b. Enter the amount of
for each subsequent year until the distributions as a distribution out ofundistributed income for years before
set-aside amount has been distributed. corpus or as a distribution of a prior year’s2001.
See Regulations section undistributed income. Enter only enoughLine 3—Excess distributions
53.4942(a)-3(b)(7)(ii) for specific of the remaining 2002 qualifyingcarryover to 2002. If the foundation has
requirements. distributions to reduce the 2002made excess distributions out of corpus in

distributable amount to zero.Line 5—Reduced tax on investment prior years, which have not been applied
Line 4e. Any 2002 qualifying distributionsincome under section 4940(e). If the in any year, enter the amount for each
remaining after reducing the 2002organization does not qualify for the 1% year. Do not enter an amount for a
distributable amount to zero should betax under section 4940(e), enter zero. particular year if the organization was a
treated as an excess distribution out ofSee Parts V and VI of the instructions. private operating foundation for any later
corpus. This amount may be carried overyear.
and applied to later years.Part XIII—Undistributed Lines 3a through 3e. Enter the amount
Line 5—Excess qualifyingof any excess distribution made on theIncome distributions carryover applied toline for each year listed. Do not includeIf you checked box D2 on page 1, do not 2002. Enter any excess qualifyingany amount that was applied against thefill in this part. distributions from line 3, which weredistributable amount of an earlier year or

If the organization is a private applied to 2002, in both the Corpusthat was already used to meet
operating foundation for any of the years column and the 2002 column. Apply thepass-through distribution requirements.
shown in Part XIII, do not complete the oldest excess qualifying distributions first.(See the instructions for line 7.)
portions of Part XIII that apply to those Thus, the organization will apply anyLine 3f. This amount can be applied in
years. If there are excess qualifying excess qualifying distributions carried2002.
distributions for any tax year, do not carry forward from 1997 before those from later

Line 4—Qualifying distributions. Enterthem over to a year in which the years.
the total amount of qualifying distributionsorganization is a private operating Line 6a. Add lines 3f, 4c, and 4e.made in 2002 from Part XII, line 4. Thefoundation or to any later year. For Subtract line 5 from the total. Enter thetotal of the amounts applied on lines 4aexample, if a foundation made excess net total in the Corpus column.through 4e is equal to the qualifyingqualifying distributions in 2000 and Line 6c. Enter only the undistributeddistributions made in 2002.became a private operating foundation in income from 2000 and prior years forLine 4a. The qualifying distributions for2002, the excess qualifying distributions which either a notice of deficiency under2002 are first used to reduce anyfrom 2000 could be applied against the section 6212(a) has been mailed for theundistributed income remaining fromdistributable amount for 2001 but not to section 4942(a) first-tier tax, or on which2001. Enter only enough of the 2002any year after 2001. the first-tier tax has been assessedqualifying distributions to reduce the 2001The purpose of this part is to enable because the organization filed a Formundistributed income to zero.the foundation to comply with the rules for 4720 for a tax year that began before
Lines 4b and 4c. If there are any 2002applying its qualifying distributions for the 2001.
qualifying distributions remaining afteryear 2002. In applying the qualifying Lines 6d and 6e. These amounts arereducing the 2001 undistributed income todistributions, there are three basic steps. taxable under the provisions of sectionzero, one or more elections can be made1. Reduce any undistributed income 4942(a), except for any part that is dueunder Regulations sectionfor 2001 (but not below zero). solely to misvaluation of assets to which53.4942(a)-3(d)(2) to apply all or part of2. The organization may use any part the provisions of section 4942(a)(2) arethe remaining qualifying distributions toor all remaining qualifying distributions for being applied (see Part VII-B, line 2b).any undistributed income remaining from2002 to satisfy elections. For example, if Report the taxable amount on Form 4720.years before 2001 or to apply to corpus.undistributed income remained for any If the exception applies, attach an

Elections. To make these elections,year before 2001, it could be reduced to explanation.
the organization must file a statementzero or, if the foundation wished, the Line 6f. In the 2002 column, enter thewith the IRS or attach a statement, asdistributions could be treated as amount by which line 1 is more than thedescribed in the above regulationsdistributions out of corpus. total of lines 4d and 5. This is thesection, to Form 990-PF. An election3. If no elections are involved, apply undistributed income for 2002. Themade by filing a separate statement withremaining qualifying distributions to the organization must distribute the amountthe IRS must be made within the year for2002 distributable amount on line 4d. If shown by the end of its 2003 tax year sowhich the election is made. Otherwise,the remaining qualifying distributions are that it will not be liable for the tax onattach a statement to the Form 990-PFgreater than the 2002 distributable undistributed income.filed for the year the election was made.amount, the excess is treated as a Line 7—Distributions out of corpus forWhere to enter. If the organizationdistribution out of corpus on line 4e. 2002 pass-through distributions.elected to apply all or part of theIf for any reason the 2002 qualifying 1. If the foundation is the donee andremaining amount to the undistributeddistributions do not reduce any 2001 receives a contribution from anotherincome remaining from years beforeundistributed income to zero, the amount private foundation, the donor foundation2001, enter the amount on line 4b.not distributed is subject to a 15% tax. If may treat the contribution as a qualifyingIf the organization elected to treatthe 2001 income remains undistributed at distribution only if the donee foundationthose qualifying distributions as athe end of 2003, it could be subject again makes a distribution equal to the fulldistribution out of corpus, enter theto the 15% tax. Also, see section 4942(b) amount of the contribution and theamount on line 4c.for the circumstances under which a distribution is a qualifying distribution that

second-tier tax could be imposed. Entering an amount on line 4b or is treated as a distribution of corpus. The
Line 1—Distributable amount. Enter 4c without submitting the required donee foundation must, no later than the
the distributable amount for 2002 from statement is not considered a close of the first tax year after the tax yearCAUTION

!
Part XI, line 7. valid election. in which it receives the contributions,
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distribute an amount equal in value to the any 3 years during a 4-year periodPart XIV—Private
contributions received in the prior tax year consisting of the tax year in question and

Operating Foundationsand have no remaining undistributed the 3 immediately preceding tax years. It
income for the prior year. For example, if may also meet the tests based on theAll organizations that claim status as
private foundation X received $1,000 in total of all related amounts of income orprivate operating foundations under
tax year 2001 from foundation Y, assets held, received, or distributedsection 4942(j)(3) or (5) for 2002 must
foundation X would have to distribute the during that 4-year period. A foundationcomplete Part XIV.
$1,000 as a qualifying distribution out of may not use one method for satisfying theCertain elderly care facilities (sectioncorpus by the end of 2002 and have no income test and another for satisfying one4942(j)(5)). For purposes of section 4942remaining undistributed income for 2001. of the three alternative tests. Thus, if aonly, certain elderly care facilities may be2. If a private foundation receives a foundation meets the income test on theclassified as private operatingcontribution from an individual or a 3-out-of-4-year basis for a particular taxfoundations. To be so classified, theycorporation and the individual is seeking year, it may not use the 4-yearmust be operated and maintained for thethe 50% contribution base limit on aggregation method for meeting one ofprincipal purpose explained in sectiondeductions for the tax year (or the the three alternative tests for that same4942(j)(5) and also meet the endowmentindividual or corporation is not applying year.test described below.the limit imposed on deductions for In completing line 3c(3) of Part XIV
contributions to the foundation of capital  If the foundation is a section under the aggregation method, the largest
gain property), the foundation must 4942(j)(5) organization, complete only amount of support from an exempt
comply with certain distribution lines 1a, 1b, 2c, 2d, 2e, and 3b. Enter organization will be based on the total
requirements. “N/A” on all other lines in the Total column amount received for the 4-year period

for Part XIV.By the 15th day of the 3rd month after from any one exempt organization.
the end of the tax year in which the Private operating foundation (section A new private foundation must use the
foundation received the contributions, the 4942(j)(3)). The term “private operating aggregation method to satisfy the tests for
donee foundation must distribute as foundation” means any private foundation its first tax year in order to be treated as a
qualifying distributions out of corpus: that spends at least 85% of the smaller of private operating foundation from the

its adjusted net income or its minimuma. An amount equal to 100% of all beginning of that year. It must continue to
investment return directly for the activecontributions received during the year in use the aggregation method for its 2nd
conduct of the exempt purpose ororder for the individual contributor to and 3rd tax years to maintain its status for
functions for which the foundation isreceive the benefit of the 50% limit on those years.
organized and operated (the Incomedeductions and
Test) and that also meets one of theb. Distribute all contributions of Part XV—Supplementary
three tests below.property only so that the individual or

Informationcorporation making the contribution is not 1. Assets test. 65% or more of the
subject to the section 170(e)(1)(B)(ii) • Complete this part only if thefoundation’s assets are devoted directly
limitations. foundation had assets of $5,000 or moreto those activities or functionally related

at any time during the year.businesses, or both. Or 65% or more ofIf the organization is applying excess • This part does not apply to a foreignthe foundation’s assets are stock of adistributions from prior years (i.e., any
foundation that during its entire period ofcorporation that is controlled by thepart of the amount in Part XIII, line 3f) to
existence received substantially all (85%foundation, and substantially all of thesatisfy the distribution requirements of
or more) of its support (other than grossassets of the corporation are devoted tosection 170(b)(1)(E) or 4942(g)(3), it must
investment income) from sources outsidethose activities or functionally relatedmake the election under Regulations
the United States.businesses.section 53.4942(a)-3(c)(2). Also, see

2. Endowment test. The foundation Line 2. In the space provided (or in anRegulations section 1.170A-9(g)(2).
normally makes qualifying distributions attachment, if necessary), furnish the

Enter on line 7 the total distributions directly for the active conduct of the required information about the
out of corpus made to satisfy the exempt purpose or functions for which it organization’s grant, scholarship,
restrictions on amounts received from is organized and operated in an amount fellowship, loan, etc., programs. In
donors described above. that is two-thirds or more of its minimum addition to restrictions or limitations on

investment return. awards by geographical areas, charitableLine 8—Outdated excess distributions
3. Support test. The foundation fields, and kinds of recipients, indicatecarryover. Because of the 5-year

normally receives 85% or more of its any specific dollar limitations or othercarryover limitation under section
support (other than gross investment restrictions applicable to each type of4942(i)(2), the organization must reduce
income as defined in section 509(e)) from award the organization makes. Thisany excess distributions carryover by any
the public and from five or more exempt information benefits the grant seeker andamounts from 1997 that were not applied
organizations that are not described in the foundation. The grant seekers will bein 2002.
section 4946(a)(1)(H) with respect to aware of the grant eligibility requirementsLine 9—Excess distributions each other or the recipient foundation. and the foundation should receive onlycarryover to 2003. Enter the amount by Not more than 25% of the support (other applications that adhere to these grantwhich line 6a is more than the total of than gross investment income) normally application requirements.lines 7 and 8. This is the amount the may be received from any one of the If the foundation only makesorganization may apply to 2003 and exempt organizations and not more than contributions to preselected charitablefollowing years. Line 9 can never be less one-half of the support normally may be organizations and does not acceptthan zero. received from gross investment income. unsolicited applications for funds, checkLine 10—Analysis of line 9. In the the box on line 2.See regulations under section 4942 forspace provided for each year, enter the
the meaning of “directly for the active Line 3. If necessary, attach a scheduleamount of excess distributions carryover
conduct” of exempt activities for purposes for lines 3a and 3b that lists separatelyfrom that year that has not been applied
of these tests. amounts given to individuals and amountsas of the end of the 2002 tax year. If there

given to organizations.is an amount on the line for 1998, it must Complying with these tests. A
be applied by the end of the 2003 tax foundation may meet the income test Purpose of grant or contribution.
year since the 5-year carryover period for and either the assets, endowment, or Entries under this column should reflect
1998 ends in 2003. support test by satisfying the tests for the grant’s or contribution’s purpose and
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Line 13, Part XVI-A . . . . . . . . . . .should be in greater detail than merely income earned that is related to the
classifying them as charitable, organization’s purpose or function which

Minus: Line 5b, Part I . . . . . . . . .educational, religious, or scientific constitutes the basis for the organization’s
activities. exemption. Note: If line 5b, Part I,

reflects a loss, add thatAlso enter in column (e) any incomeFor example, use an identification
amount here instead ofspecifically excluded from gross incomesuch as:
subtracting.other than by Code section 512, 513, or• Payments for nursing service,

514, such as interest on state and local• For fellowships, or Plus: Line 1, Part I . . . . . . . . . .
bonds that is excluded from tax by section• For assistance to indigent families.
103. You must explain in Part XVI-B any Plus: Line 5a, Part I . . . . . . . . .Entries such as “grant” or amount shown in column (e).

“contribution” under the column Plus: Expenses of special eventsComparing Part XVI-A with Part I. Thetitled Purpose of grant orCAUTION
!

deducted in computing linesum of the amounts entered on each linecontribution are unacceptable. See 9 of Part XVI-A . . . . . . . .of lines 1–11 of columns (b), (d), and (e)Completed Example of Form 990-PF
of Part XVI-A should equal correspondingfound in Package 990-PF, Returns for Equal: Line 12, column (a), of Part I
amounts entered on lines 3–11 of Part I,Private Foundations, for additional
column (a), and on line 5b as shownexamples that describe the purpose of a
below:grant or contribution. Part XVI-B—Relationship
Amounts in Correspond to

Line 3a—Paid during year. List all Part XVI-A Amounts in Part I, of Activities to the
on line . . . column (a), line . . .contributions, grants, etc., actually paid

Accomplishment ofduring the year, including grants or
1a – g . . . . . . . . . . . . . . . . 11contributions that are not qualifying Exempt Purposes2 . . . . . . . . . . . . . . . . . . . 11distributions under section 4942(g).
3 . . . . . . . . . . . . . . . . . . . 3 To explain how each amount in columnInclude current year payments of 4 . . . . . . . . . . . . . . . . . . . 4

(e) of Part XVI-A was related or exempt5 and 6 . . . . . . . . . . . . . . . 5b (description column)set-asides treated as qualifying
7 . . . . . . . . . . . . . . . . . . . 11 function income, show the line number ofdistributions in the current tax year or any
8 . . . . . . . . . . . . . . . . . . . 6 the amount in column (e) and give a briefprior year. 9 . . . . . . . . . . . . . . . . . . . 11 minus any special description of how each activity reportedevent expenses includedLine 3b—Approved for future on lines 13 through 23 of in column (e) contributed importantly to

payment. List all contributions, grants, Part I, column (a) the accomplishment of the organization’s
10 . . . . . . . . . . . . . . . . . . 10cetc., approved during the year but not exempt purposes (other than by providing11a – e . . . . . . . . . . . . . . . 11paid by the end of the year, including the funds for such purposes). Activities that

unpaid portion of any current year Line 1—Program service revenue. On generate exempt-function income are
set-aside. lines 1a–g, list each revenue-producing activities that form the basis of the

program service activity of the organization’s exemption from tax.
Part XVI-A—Analysis of organization. For each program service Also, explain any income entered in

activity listed, enter the gross revenue column (e) that is specifically excludedIncome-Producing earned for each activity, as well as from gross income other than by Code
identifying business and exclusion codes,Activities section 512, 513, or 514. If no amount is
in the appropriate columns. For line 1g, entered in column (e), do not completeIn Part XVI-A, analyze revenue items that
enter amounts that are payments for Part XVI-B.are also entered in Part I, column (a),
services rendered to governmental units.lines 3–11, and on line 5b. Contributions Example. M, a performing artsDo not include governmental grants thatreported on lines 1 and 2 of Part I are not association, is primarily supported byare reportable on line 1 of Part I. Reportentered in Part XVI-A. For information on endowment funds. It raises revenue bythe total of lines 1a–g on line 11 of Part I,unrelated business income, see the charging admissions to its performances.along with any other income reportable onInstructions for Form 990-T and Pub. 598. These performances are the primaryline 11.

means by which the organizationColumns (a) and (c). In column (a),
Program services are mainly those accomplishes its cultural and educationalenter a 6-digit business code, from the list

activities that the reporting organization purposes.in the Instructions for Form 990-T, to
was created to conduct and that, alongidentify any income reported in column M reported admissions income in
with any activities begun later, form the(b). In column (c), enter an exclusion column (e) of Part XVI-A and explained in
basis of the organization’s currentcode, from the list on page 29, to identify Part XVI-B that these performances are
exemption from tax.any income reported in column (d). If the primary means by which it

more than one exclusion code is Program services can also include the accomplishes its cultural and educational
applicable to a particular revenue item, organization’s unrelated trade or business purposes.
select the lowest numbered exclusion activities. Program service revenue also Because M also reported interest from
code that applies. Also, if nontaxable includes income from program-related state bonds in column (e) of Part XVI-A,
revenues from several sources are investments (such as interest earned on M explained in Part XVI-B that such
reportable on the same line in column (d), scholarship loans) as defined in the interest was excluded from gross income
use the exclusion code that applies to the instructions for Part IX-B. by Code section 103.
largest revenue source.

Line 11. On lines 11a–e, list each “Other
Columns (b), (d), and (e). For amounts revenue” activity not reported on lines 1
reported in Part XVI-A on lines 1–11, through 10. Report the sum of the
enter in column (b) any income earned amounts entered for lines 11a–e,
that is unrelated business income (see columns (b), (d), and (e), on line 11,
section 512). In column (d), enter any Part I.
income earned that is excluded from the Line 13. On line 13, enter the total ofcomputation of unrelated business

columns (b), (d), and (e) of line 12.taxable income by Code section 512, 513,
or 514. In column (e), enter any related or You may use the following worksheet
exempt function income; that is, any to verify your calculations.
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transfers and transactions except for Line 1b(5). Answer “Yes” if eitherPart XVII—Information
contributions and grants it received. organization made loans to the other or if

Regarding Transfers To the reporting organization guaranteed theUnrelated organizations. All
other’s loans.transfers to an unrelated noncharitableand Transactions and

exempt organization must be reported on Line 1b(6). Answer “Yes” if eitherRelationships With line 1a. All transactions between the organization performed services or
reporting organization and an unrelated membership or fundraising solicitationsNoncharitable Exempt
noncharitable exempt organization must for the other.Organizations be shown on line 1b unless they meet the Line 1c. Complete line 1c regardless ofexception in the specific instructions forPart XVII is used to report direct and whether the noncharitable exemptline 1b.indirect transfers to (line 1a) and direct organization is related to or closely

and indirect transactions with (line 1b) Line 1a—Transfers. Answer “Yes” to affiliated with the reporting organization.
and relationships with (line 2) any other lines 1a(1) and 1a(2) if the reporting For purposes of this line, “facilities”
noncharitable exempt organization. A organization made any direct or indirect includes office space and any other land,
“noncharitable exempt organization” is an transfers of any value to a noncharitable building, or structure whether owned or
organization exempt under section 501(c) exempt organization. leased by, or provided free of charge to,
(that is not exempt under section A “transfer” is any transaction or the reporting organization or the
501(c)(3)), or a political organization arrangement whereby one organization noncharitable exempt organization.
described in section 527. transfers something of value (cash, other Line 1d. Use this schedule to describe

For purposes of these instructions, the assets, services, use of property, etc.) to the transfers and transactions for which
section 501(c)(3) organization completing another organization without receiving “Yes” was entered on lines 1a–c above.
Part XVII is referred to as the “reporting something of more than nominal value in You must describe each transfer or
organization.” return. Contributions, gifts, and grants are transaction for which the answer was

examples of transfers.A noncharitable exempt organization is “Yes.” You may combine all of the cash
If the only transfers between the two“related to or affiliated with” the reporting transfers (line 1a(1)) to each organization

organizations were contributions andorganization if either: into a single entry. Otherwise, make a
grants made by the noncharitable exempt separate entry for each transfer or1. The two organizations share some
organization to the reporting organization, transaction.element of common control or
answer “No.”2. A historic and continuing Column (a). For each entry, enter the
Line 1b—Other transactions. Answerrelationship exists between the two line number from line 1a–c. For example,
“Yes” for any transaction described onorganizations. if the answer was “Yes” to line 1b(3),
line 1b(1)–(6), regardless of its amount, if enter “b(3)” in column (a).A noncharitable exempt organization is it is with a related or affiliatedunrelated to the reporting organization if: Column (d). If you need more space,organization.

write “see attached” in column (d) and1. The two organizations share no Unrelated organizations. Answer use an attached sheet for the description.element of common control and “Yes” for any transaction between the If making more than one entry on line 1d,2. A historic and continuing reporting organization and an unrelated specify on the attached sheet whichrelationship does not exist between the noncharitable exempt organization, transfer or transaction you are describing.two organizations. regardless of its amount, if the reporting
Line 2—Reporting of certainorganization received less than adequateAn “element of common control” is
relationships. Enter on line 2 eachconsideration. There is adequatepresent when one or more of the officers,
noncharitable exempt organization thatconsideration when the fair market valuedirectors, or trustees of one organization
the reporting organization is related to orof the goods and other assets or servicesare elected or appointed by the officers,
affiliated with, as defined above. If thefurnished by the reporting organization isdirectors, trustees, or members of the
control factor or the historic andnot more than the fair market value of theother. An element of common control is
continuing relationship factor (or both) isgoods and other assets or servicesalso present when more than 25% of the
present at any time during the year,received from the unrelated noncharitableofficers, directors, or trustees of one
identify the organization on line 2 even ifexempt organization. The exceptionorganization serve as officers, directors,
neither factor is present at the end of thedescribed below does not apply toor trustees of the other organization.
year.transactions for less than adequateA “historic and continuing relationship”

consideration. Do not enter unrelated noncharitableexists when two organizations participate
exempt organizations on line 2 even ifAnswer “Yes” for any transactionin a joint effort to achieve one or more
transfers to or transactions with thosebetween the reporting organization andcommon purposes on a continuous or
organizations were entered on line 1. Foran unrelated noncharitable exemptrecurring basis rather than on the basis of
example, if a one-time transfer to anorganization if the “amount involved” isone or more isolated transactions or
unrelated noncharitable exemptmore than $500. The “amount involved” isactivities. Such a relationship also exists
organization was entered on line 1a(2),the fair market value of the goods,when two organizations share facilities,
do not enter the organization on line 2.services, or other assets furnished by theequipment, or paid personnel during the

reporting organization.year, regardless of the length of time the Column (b). Enter the exempt
arrangement is in effect. Exception. If a transaction with an category of the organization; for example,

unrelated noncharitable exempt “501(c)(4).”Line 1—Reporting of certain transfers
organization was for adequateand transactions. Generally, report on Column (c). In most cases, a simpleconsideration and the amount involvedline 1 any transfer to or transaction with a description, such as “common directors”was $500 or less, answer “No” for thatnoncharitable exempt organization even if or “auxiliary of reporting organization” willtransaction.the transfer or transaction constitutes the be sufficient. If you need more space,

only connection with the noncharitable Line 1b(3). Answer “Yes” for transactions write “see attached” in column (c) and use
exempt organization. in which the reporting organization was an attached sheet to describe the

either the lessor or the lessee.Related organizations. If the relationship. If you are entering more than
noncharitable exempt organization is Line 1b(4). Answer “Yes” if either one organization on line 2, identify which
related to or affiliated with the reporting organization reimbursed expenses organization you are describing on the
organization, report all direct and indirect incurred by the other. attached sheet.
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• Give the organization a copy of the retained as long as their contents maySignature
become material in the administration ofreturn in addition to the copy to be filedThe return must be signed by the any Internal Revenue law.with the IRS.president, vice president, treasurer,

If the box for question 13 of Part VII-Aassistant treasurer, chief accounting
The time needed to complete and fileis checked (section 4947(a)(1)officer, or other corporate officer (such as

this form will vary depending on individualnonexempt charitable trust filing Formtax officer) who is authorized to sign. A
circumstances. The estimated average990-PF instead of Form 1041), the paidreceiver, trustee, or assignee must sign
time is:preparer must also enter his or her socialany return that he or she is required to file

for a corporation. If the return is filed for a security number or, if applicable, Recordkeeping . . . . . . . . 141 hr., 20 min.
trust, it must be signed by the authorized employer identification number in the
trustee or trustees. Sign and date the spaces provided. Otherwise, do not enter Learning about the law or
form and fill in the signer’s title. the form . . . . . . . . . . . . . 28 hr., 3 min.the preparer’s social security or employer

identification number.If an officer or employee of the
Preparing the form . . . . . . 33 hr., 27 min.organization prepares the return, the Paid

Preparer’s space should remain blank. If
Copying, assembling, andsomeone prepares the return without Paperwork Reduction Act Notice sending the form to the IRS 32 min.charge, that person should not sign the We ask for the information on this form to

return. carry out the Internal Revenue laws of the
Generally, anyone who is paid to If you have comments concerning theUnited States. You are required to give us

prepare the organization’s tax return must accuracy of these time estimates orthe information. We need it to ensure that
sign the return and fill in the Paid suggestions for making this form simpler,you are complying with these laws and to
Preparer’s Use Only area. we would be happy to hear from you. Youallow us to figure and collect the right

can write to the Tax Forms Committee,If you have questions about whether a amount of tax.
Western Area Distribution Center,preparer is required to sign the return,
Rancho Cordova, CA 95743-0001. DoYou are not required to provide theplease contact an IRS office.
not send the tax form to this address.information requested on a form that isThe paid preparer must complete the
Instead, see When and Where To Filesubject to the Paperwork Reduction Actrequired preparer information and:
on page 5.unless the form displays a valid OMB• Sign it, by hand, in the space provided

control number. Books or records relatingfor the preparer’s signature. (Signature
to a form or its instructions must bestamps and labels are not acceptable.)
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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 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— Gain or loss from the lapse or termination
of options to buy or sell securities or real
property, and on options and from the
forfeiture of good-faith deposits for the
purchase, sale, or lease of investment
real estate (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 May 27,
1969— 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 Rules
Income 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
Dividends, interest, payments with
respect to securities loans, annuities,
income from notional principal contracts,
other substantially similar income from
ordinary and routine investments, and
loan commitment fees, excluded by
section 512(b)(1)

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) (Regs. 1.512(a)–4(b)(2))

29—

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

15—

Annual dues, not exceeding $120 (subject
to inflation), paid to a section 501(c)(5)
agricultural or horticultural organization
(section 512(d))

40—
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