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Department of the Treasury
Internal Revenue Service2006

Instructions for Form 4720
Return of Certain Excise Taxes Under Chapters 41 and 42 of the
Internal Revenue Code
(Sections 170(f)(10), 4911, 4912, 4941, 4942,
4943, 4944, 4945, 4955, 4958, 4965, 4966, and 4967)

Section references are to the Internal Organizations Maintaining DonorContents Page
Revenue Code unless otherwise noted. Advised Funds.Privacy Act and Paperwork

• For tax years beginning after AugustReduction Act Notice . . . . . . . . . .15Contents Page
17, 2006, new section 4967 imposes anPurpose of Form . . . . . . . . . . . . . . . .2
excise tax on donors, donor advisorsWho Must File . . . . . . . . . . . . . . . . . .2 What’s New and related persons when suchWhere To File . . . . . . . . . . . . . . . . . .3
persons receive a prohibited benefitTax Increase Prevention andWhen To File . . . . . . . . . . . . . . . . . .3 distributed by a sponsoring organizationReconciliation Act of 2005 (TIPRA).Extension . . . . . . . . . . . . . . . . . . . . .3 for a donor advised fund on the adviceNew section 4965 imposes an exciseName, Address, etc. . . . . . . . . . . . . .3 of a donor, donor advisor or relatedtax on tax-exempt organizations andSignature and Verification . . . . . . . . .3 person. Section 4967 also taxes fundcertain governmental entities that areAttachments . . . . . . . . . . . . . . . . . . .3 managers of such sponsoringparties to prohibited tax shelter

Organizations Organized or organization who knowingly agreed totransactions (PTSTs). Section 4965
Created in a Foreign the making of the distribution. For morealso imposes an excise tax on any
Country or U.S. Possession . . . . .4 information, see Schedule L—Tax onentity manager who approves or

Tax Payments . . . . . . . . . . . . . . . . . .4 Prohibited Benefits Distributed Fromotherwise causes the entity to be a
Rounding Off to Whole Dollars . . . . .4 Donor Advised Funds.party to a PTST. For more information
Penalties and Interest . . . . . . . . . . . .4 • For tax years beginning after Augustsee Schedule J—Taxes on Being a

17, 2006, section 4943 applies toAbatement . . . . . . . . . . . . . . . . . . . .4 Party to Prohibited Tax Shelter
certain public charities. Donor advisedInitial Tax Liability . . . . . . . . . . . . . . .4 Transactions.
funds and certain supportingCompleting the Schedules . . . . . . . . .4

The Pension Protection Act of 2006 organizations are treated as privateSpecific Instructions for Page 1 . . . . .5
(PPA). The following items reflect foundations for section 4943 purposes.Schedule A—Initial Taxes on changes made by the PPA. For more information, see ScheduleSelf-Dealing . . . . . . . . . . . . . . . . . .6

C—Initial Tax on Excess BusinessSchedule B—Initial Tax on • For tax years beginning after August
Holdings.Undistributed Income . . . . . . . . . . .7 17, 2006, the excise tax rates and the • For tax years beginning after Augustmaximum tax amounts on managersSchedule C—Initial Tax on
17, 2006, section 4958 expands thedescribed in sections 4941 throughExcess Business Holdings . . . . . . .7 definition of a disqualified person and4945 have been increased. For moreSchedule D—Initial Taxes on treats certain transactions as excessinformation see:Investments That Jeopardize benefit transactions. For more

Charitable Purpose . . . . . . . . . . .10 1. Schedule A—Initial Taxes on information, see Schedule I—Initial
Self-Dealing,Schedule E—Initial Taxes on Taxes on Excess Benefit Transactions.

2. Schedule B—Initial Tax onTaxable Expenditures . . . . . . . . . .10 • For expenditures after August 17,
Undistributed Income,Schedule F—Initial Taxes on 2006, grants made by private

3. Schedule C—Initial Tax onPolitical Expenditures . . . . . . . . . .11 foundations to certain supporting
Excess Business Holdings,Schedule G—Tax on Excess organizations are treated as taxable

4. Schedule D—Initial Taxes onLobbying Expenditures . . . . . . . . .11 expenditures. For more information,
Investments That Jeopardize CharitableSchedule H—Taxes on see Schedule E—Initial Taxes on
Purpose, and Taxable Expenditures.Disqualifying Lobbying

5. Schedule E—Initial Taxes onExpenditures . . . . . . . . . . . . . . . .11
Taxable Expenditures.Schedule I—Initial Taxes on Phone HelpThe PPA also includes a change thatExcess Benefit Transactions . . . .12 If you have questions and/or need helpincreases the maximum amount of taxSchedule J—Taxes on Being completing this form, please callimposed on managers in Schedule I,a Party to Prohibited Tax 1-877-829-5500. This toll-freeInitial Taxes on Excess Benefit

Shelter Transactions . . . . . . . . . .13 telephone service is available MondayTransactions.
Schedule K—Taxes on through Friday.• For tax years beginning after August

Taxable Distributions of 17, 2006, section 4966 imposes an
Sponsoring Organizations excise tax on sponsoring organizations Photographs of Missing
Maintaining Donor that make taxable distributions and ChildrenAdvised Funds . . . . . . . . . . . . . . .14 taxes fund managers who knowingly

Schedule L—Taxes on agree to the making of such taxable The Internal Revenue Service is a
Prohibited Benefits distributions. For more information, see proud partner with the National Center
Distributed From Donor Schedule K—Tax on Taxable for Missing and Exploited Children.
Advised Funds . . . . . . . . . . . . . . .14 Distributions of Sponsoring Photographs of missing children

Cat. No. 13023Z
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selected by the Center may appear in • The section 4967 taxes onIRS E-Services Makeinstructions on pages that would distribution of prohibited benefits from
otherwise be blank. You can help bring donor advised funds; andTaxes Easier
these children home by looking at the • The section 170(f)(10) tax on any

Now more than ever before, businessesphotographs and calling premiums paid on a personal benefit
can enjoy the benefits of filing and1-800-THE-LOST (1-800-843-5678) if contract in connection with a transfer to
paying their federal taxes electronically.you recognize a child. an organization or charitable remainder
Whether you rely on a tax professional trust for which a charitable deduction is
or handle your own taxes, the IRS not allowed to the transferor.How To Get Forms and offers you convenient programs to
make taxes easier. Who Must FilePublications • You can e-file your Form 990 or

Private foundations and sectionForm 990-PF; Form 940 and 941Internet 4947(a) trusts. Generally, Form 4720employment tax returns; Forms 1099;
must be filed by all organizations,You can access the IRS website 24 and other information returns. Visit
including foreign organizations, thathours a day, 7 days a week, at www.irs. www.irs.gov/efile for details.
answered “Yes” to question 1b, 1c, 2b,gov to: • You can pay taxes online or by
3b, 4a, 4b, 5b, 6b, or 7b in Part VII-B of• Download forms, instructions, and phone using the free Electronic Federal
Form 990-PF; or “Yes” to question 1b,publications. Tax Payment System (EFTPS). Visit
1c, 3b, 4a, 4b, or 5b, or 6b in Part VI-B• Order IRS products online. www.eftps.gov or call 1-800-555-4477
of Form 5227. A trust described in• Research your tax questions online. for details. Electronic Funds Withdrawal
section 4947(a)(2) is considered a• Search publications online by topic or (EFW) from a checking or savings
private foundation insofar as it iskeyword. account also is available to those who
subject to Chapter 42 provisions.file electronically.• View Internal Revenue Bulletins
Public charities making excess(IRBs) published in the last few years.
lobbying expenditures. Public• Sign up to receive local and national General Instructions charities that made the election undertax news by email.
section 501(h) and owe tax on excess
lobbying expenditures as figured onCD-ROM Purpose of Form
Schedule A (Form 990 or 990-EZ), PartYou can order Publication 1796, IRS Use Form 4720 to figure and pay: VI-A, must file Form 4720 to report theTax Products CD, and obtain: • The initial taxes on private liability and pay the tax (Schedule G).• Current-year forms, instructions, and foundations and self-dealers, under

Certain organizations (and possiblypublications. sections 4941 through 4945 for
their managers) whose sectionself-dealing, failure to distribute income,• Prior-year forms, instructions, and
501(c)(3) status is revoked because ofexcess business holdings, investmentspublications.
excess lobbying activities are subject tothat jeopardize charitable purpose, and• Bonus: Historical Tax Products DVD
a 5% excise tax on their lobbyingtaxable expenditures;— Ships with the final release.
expenditures.• The initial tax on certain supporting• Tax Map: an electronic research tool
Organizations making politicalorganizations and donor advised fundsand finding aid.
expenditures. All section 501(c)(3)for excess business holdings under• Tax Law frequently asked questions
organizations that make a politicalsection 4943;(FAQs).
expenditure must file Form 4720 to• The section 4911 tax on excess• Tax Topics from the IRS telephone
report the liability and pay the tax.lobbying expenditures by publicresponse system.
Organization managers may report anycharities that have elected to be subject• Fill-in, print, and save features for
first tier tax they owe on Schedule F ofto section 501(h) regardingmost tax forms.
Form 4720. (See Schedule Fexpenditures to influence legislation.• Internal Revenue Bulletins. instructions for the definition of political(Private foundations and section• Toll-free and email technical support. expenditures.)4947(a) trusts are not eligible to make

The CD is released twice during the this election.); Charitable organizations that make
year. The first release will ship the certain premium payments on• The section 4912 tax on excess
beginning of January 2007 and the final personal benefit contracts. Formlobbying expenditures that result in loss
release will ship the beginning of March 4720 must be filed by any organizationof section 501(c)(3) tax-exempt status;
2007. described in section 170(c) or section• The section 4955 tax imposed on any

664(d) that answered “Yes” to questionamount paid or incurred by a sectionBuy the CD at www.irs.gov/cdorders (b) in Part X of Form 990, question 6b501(c)(3) organization that participatesfrom National Technical Information in Part VII-B of Form 990-PF, oror intervenes in any political campaignService for $35 (no handling fee) or call question 6b in Part VI-B of Form 5227.on behalf of, or in opposition to, any1-877-CDFORMS (1-877-233-6767)
candidate for public office; Sponsoring organizationstoll-free to buy the CD for $35 (plus a

maintaining donor advised funds. All• The section 4958 initial taxes on$5 handling fee). Price is subject to
170(c) organizations (excluding privatedisqualified persons and organizationchange.
foundations and governmentmanagers of section 501(c)(3) (except
organizations referred to in 170(c)(1)private foundations) and sectionBy Phone and In Person
and 170(c)(2)(A)) that maintain one or501(c)(4) organizations that engage in

You can order forms and publications more donor advised funds must fileexcess benefit transactions;
by calling 1-800-TAX-FORMS Form 4720 to report the liability and pay• The section 4965 taxes related to(1-800-829-3676). You can also get the tax owed on any taxableprohibited tax shelter transactions;most forms and publications at your distributions under section 4966• The section 4966 taxes on taxablelocal IRS office. (Schedule K).distributions by sponsoring

Use these electronic options to make organizations maintaining donor Certain tax-exempt entities party to a
filing and paying easier. advised funds; prohibited tax shelter transaction
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(PTST). Certain tax-exempt entities these forms, file Form 4720 by the 15th If the Post Office does not deliver
must file Form 4720 to report the day of the 5th month after the entity’s mail to the street address, show the
liability and pay the tax due under accounting period ends. P.O. box number instead of the street
section 4965(a)(1). This requirement address.If the regular due date falls on a
applies to entities described in section If you want a third party (such as anSaturday, Sunday, or legal holiday, file
501(c), 501(d), or 170(c) (other than the accountant or an attorney) to receiveby the next business day.
United States) or an Indian tribal mail for the foundation or charity, enterAffiliated group member.  Forgovernment (within the meaning of on the street address line “C/O”members of an affiliated group ofsection 7701(a)(40)). followed by the third party’s name andorganizations that have different tax

street address or P.O. box.Any entity described in section years, and who are filing Form 4720 to
4965(c) that is a party to a report tax under section 4911, the tax
PTST must file Form 8886-T. Signature andyear of the affiliated group is the

TIP

calendar year, unless all members ofManagers, self-dealers, disqualified Verificationthe group elect under Regulationspersons, donors, donor advisors, If you are a manager, self dealer,section 56.4911-7(e)(5) to make aand related persons. If you are a disqualified person, donor, donormember’s year the group’s tax year.manager, self-dealer, disqualified advisor, or related person, you shouldperson, donor, donor advisor, or related Part II taxes. If you are a manager, sign only in the spaces that apply,person who owes tax under Chapter 41 self-dealer, disqualified person, donor, whether you use the return of theor 42, including entity managers under donor advisor, or related person, owing foundation or organization as yoursection 4965, and you have the same taxes under Chapter 41 or 42 and filing return, or file separately.tax year (or accounting year, as a separate Form 4720, and your tax
If you are signing on behalf of theapplicable) of the entity, you may report year ends on the same date as the

foundation or organization and alsothe tax you owe on the Form 4720 filed organization, you must file by the due
because of personal tax liability, youby the entity. Managers, self-dealers, date for filing Form 990-PF, Form 5227,
must sign twice. You sign:and disqualified persons who do this Form 990, or Form 990-EZ of the

are responsible for the parts that relate organization for which you owe tax. If 1. On behalf of the foundation or
to taxes they owe and should include your tax year ends on a date different organization, and
their own check or money order, from that of the organization, or your 2. For your own personal tax
payable to the United States Treasury, organization is not required to file a liability.
with the return. Form 990, Form 990-EZ, Form 990-PF,

For a corporation (or an association),or Form 5227, you must file a FormManagers, self-dealers, disqualified
the form may be signed by one of the4720 by the 15th day of the 5th monthpersons, donors, donor advisors, and
following: president, vice president,after your tax year ends.related persons who owe tax under
treasurer, assistant treasurer, chiefChapter 41 or 42, including entity If the regular due date falls on a accounting officer, or other corporatemanagers under section 4965, and do Saturday, Sunday, or legal holiday, file officer (such as tax officer).not have the same tax year (or by the next business day.

accounting year, as applicable) or do For a partnership, the form may be
not sign the return of the entity, must signed by a partner or partnersExtensionfile a separate return on Form 4720 authorized to sign the partnership

If you cannot file Form 4720 by the dueshowing the tax owed and the name of return.
date, you may request an automaticthe entity for which you owe tax. If you If the return is filed on behalf of a3-month extension of time to file byfile a separate Form 4720, enter your trust, the authorized trustee(s) mustusing Form 8868, Application fortax year at the top of the form. Enter sign it.Extension of Time To File an Exemptyour name, address, and taxpayer
Organization Return. The automatic A receiver, trustee, or assigneeidentification number in Part II-A.
3-month extension will be granted if you required to file any return on behalf ofComplete all the information the form
properly complete this form, file it, and an individual, a trust, estate,requires, to the extent possible, that
pay any balance due by the due date partnership, association, company, orapplies to your liability.
for Form 4720. corporation must sign the Form 4720

Managers of tax favored filed for these taxpayers.Form 8868 is also used to requestretirement plans, individual
an additional extension of time to file; Also, a person with a valid power ofretirement arrangements, and

TIP

however, these extensions are not attorney may sign for the organization,savings arrangements described in
automatically granted. foundation, manager, self-dealer,sections 401(a), 403(a), 403(b), 529,

donor, donor advisor, or related person.457(b), 408(a), 220(d), 408(b), 530, or
Include a copy of the power of attorneyName, Address, etc.223(d) must report and pay tax due
with the return.under 4965(a)(2) on Form 5330. The name, address, and employer

Any person, firm, or corporation thatidentification number of the
prepared the return for a fee must alsoorganization or entity should be theWhere To File
sign it and fill in the address of thesame as shown on Form 990-PF, FormTo file Form 4720, mail or deliver it to:
preparer. If a firm or corporation5227, Form 990, Form 990-EZ, and

Internal Revenue Service Center prepares the return, it should be signedSchedule A (Form 990 or 990-EZ). If
Ogden, UT 84201-0027 in the name of the firm or corporation.you are a self-dealer, donor, donor

advisor, related person, disqualified
When To File person, or manager filing a separate Attachments

Form 4720, enter your name, address,Part I taxes. File Form 4720 by the If you need more space, attach
and taxpayer identification number indue date (not including extensions) for separate sheets showing the same
Part II-A.filing the organization’s Form 990-PF, information in the same order as on the

Form 990, Form 990-EZ, or Form 5227. Include the suite, room, or other unit printed form. Show the totals on the
If you are not required to file any of number after the street address. printed form.
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Enter the organization’s name and person’s compensation and the the instructions for Schedule D of this
EIN on each sheet. Use sheets that are disqualified person’s total form.) Paying the tax and filing a Form
the same size as the form and indicate compensation was reasonable. See the 4720 are required for each year or part
clearly the line of the printed form to instructions to Schedule I on page 12 of a year in the taxable period that
which the information relates. for information on excess benefit applies to the act or investment.

transactions. Generally, the taxable period begins
with the date of the act or investmentOrganizations Organized
and ends with the date corrective actionRounding Off to Whole is completed, a notice of deficiency isor Created in a Foreign
mailed, or the tax is assessed,DollarsCountry or U.S. whichever comes first.You may round off cents to whole

Possession dollars on your return and schedules. If Similar rules apply for the initial tax
you do round to whole dollars, youReport all amounts in U.S. currency liability resulting from failing to distribute
must round all amounts. To round, drop(state conversion rate used) and give income (Schedule B) and from
amounts under 50 cents and increaseinformation in English. Report items in acquiring excess business holdingsamounts from 50 to 99 cents to the nexttotal, including amounts and (Schedule C). Thus, the initial taxdollar. For example, $1.39 becomes $1transactions from both inside and liability for those taxes continues toand $2.50 becomes $3.outside the United States. accrue until the date a notice of

deficiency is mailed, the violation isIf you have to add two or moreSections 4941 through 4945 and
corrected, or the tax is assessed,amounts to figure the amount to entersection 4955 do not apply to foreign
whichever comes first.on a line, include cents when addingprivate foundations that receive

the amounts and round off only thesubstantially all of their support (other
total.than gross investment income) from Completing thesources outside the United States.

These organizations must complete this SchedulesPenalties and Interest
form and file it in the same manner as Before completing any of the schedulesThere are penalties for failure to file orother private foundations. However, in this return, read the applicableto pay tax. There are also penalties forthese organizations, as well as instructions. If any completed schedulewillful failure to file, supply informationfoundation managers and self-dealers, shows taxes owed, enter them on pageor pay tax, and for filing fraudulentdo not have to pay any tax that would 1 of this return.returns and statements, that apply tootherwise be due on this return.

public charities, private foundations,
The instructions for Schedules Amanagers, donors, donor advisors,

through L describe acts or transactionsTax Payments related persons, and self-dealers who
subject to tax under Chapter 42. Also,are required to file this return. SeeManagers, self-dealers, disqualified go to www.irs.gov/charities/foundations/sections 6651, 7203, 7206, and 7207.persons, donors, donor advisors, and index.html for a list of exceptions thatAlso, see section 6684 for penaltiesrelated persons, paying tax on the eliminate any tax liability that wouldthat relate to tax liability under Chapterorganization’s Form 4720 must pay with otherwise be shown on Schedules A42.the return the tax that applies to them and E. Do not complete Schedules Aas shown in Part II-A, page 1. and E if exceptions apply to all the actsInterest at the underpayment rateManagers, self-dealers, disqualified or transactions. In general, question Aestablished under section 6621 ispersons, donors, donor advisors, and on page 1 and Schedules A, B, C, D,charged for any unpaid tax. Therelated persons, who file separate and E do not apply to public charities.interest on underpayments is in additionForms 4720 must pay the applicable However, for tax years beginning afterto any penalties.tax with their separate returns. When August 17, 2006, Schedule C will applymanagers do not sign the to some public charities including donororganization’s Form 4720 to report their Abatement advised funds and certain supportingown tax liability, the amount of tax they See section 4962 for rules on organizations that are treated as privateowe should not be entered in Part II-B, abatement, refund, or relief from foundations for purposes of sectionline 1. payment of first tier taxes under 4943. See the instructions for Schedule

sections 4942 through 4945, 4955, and C for a description of the publicPayment by a private foundation of
4958. To request abatement, refund, or charities to which section 4943 nowany taxes owed by the foundation
relief under section 4962, write applies.managers or self-dealers will result in
“Request for Abatement Under Sectionadditional taxes under the self-dealing

Before completing Schedule C,4962” in the top margin of Form 4720,and taxable expenditure provisions.
determine whether the organization orpage 1.Managers and self-dealers should pay
donor advised fund has excesstaxes imposed on them with their own
holdings in any business enterprise. Ifcheck or money order. Initial Tax Liability the organization or donor advised fund

Disqualified persons and entity If you pay an initial tax on self-dealing has holdings subject to the tax on
managers should pay taxes on excess or on investments that jeopardize excess business holdings, complete
benefit transactions that are imposed charitable purpose (figured on Schedule C for each enterprise.
on them with their own check or money Schedules A and D of Form 4720,

Before completing Schedule D,order. Any reimbursement of a respectively) for tax year 2006, the
determine whether the investment wasdisqualified person’s tax liability from payment may not satisfy the entire tax
program related. If not, completeexcess benefit transactions by the liability for an act of self-dealing or a
Schedule D for each investment fororganization will be treated as an jeopardy investment. (For the definition
which you answered “Yes” to Formexcess benefit transaction subject to of self-dealing, see the instructions for
990-PF, Part VII-B, question 4a or b, orthe tax unless the organization included Schedule A of this form; for the
Form 5227, Part VI-B, question 4a or b.the reimbursement in the disqualified definition of jeopardy investment, see
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jeopardize the carrying out of the an election under section 4942(h)(2)
foundation’s exempt purposes. was filed with the IRS, provide a copySpecific Instructions for

5. Section 4945 (Schedule E)— of the election. See the instructions for
Page 1 Form 990-PF, Part XIII, lines 4b and 4ca. Recovering part or all of the

for more information.expenditure to the extent recovery isQuestion B. To avoid additional taxes
possible, and where full recovery is notand penalties under sections 4941 Part Ipossible, such additional correctivethrough 4945, 4955, and 4958, and in
action as is prescribed by regulations,some cases further initial taxes on the Line 8
orfoundation, organization, and related

If the organization has an entryb. Obtaining or making the report inpersons, a foundation, organization,
on this line, it must also filequestion for a case that fails to complydisqualified person, or manager must
Form 8870.with section 4945(h)(2) or (3)correct the taxable event within the

TIP

(expenditure responsibility).correction period. The taxable event is Enter the total of all premiums paid6. Section 4955 (Schedule F)—the act, failure to act, or transaction that by the organization on any personalRecovering part or all of theresulted in the liability for initial taxes benefit contract if the payment ofexpenditure to the extent recovery isunder these provisions. premiums is in connection with apossible, establishment of safeguards
transfer for which a deduction is notGenerally, the correction period to prevent future political expenditures,
allowed under section 170(f)(10)(A).begins on the date the event occurs and where full recovery is not possible,
Also, if there is an understanding orand ends 90 days after the mailing date such additional corrective action as is
expectation that any person will directlyof a notice of deficiency, under section prescribed by the regulations.
or indirectly pay any premium on a6212, in connection with the second tier 7. Section 4958 (Schedule I)—
personal benefit contract for thetax imposed on that taxable event. That Undoing the excess benefit to the
transferor, include those premiumtime is extended by: extent possible and taking any
payments in the amount entered on this• Any period in which a deficiency additional measures necessary to place
line.cannot be assessed under section the organization in a financial position

6213(a) because a petition to the Tax not worse than that in which it would be A personal benefit contract is (to the
Court for redetermination of the if the disqualified person had been transferor) any life insurance, annuity,
deficiency is pending, not extended by dealing under the highest fiduciary or endowment contract that benefits
any supplemental proceeding by the standards. directly or indirectly the transferor, a
Tax Court under section 4961(b), member of the transferor’s family, or
regarding whether correction was If, when the return is filed, the any other person designated by the
made, and foundation, entity, managers, transferor (other than an organization• Any other period the IRS determines self-dealers, disqualified persons, described in section 170(c)).
is reasonable and necessary to correct donors, donor advisors, or related

For more information, see Noticethe taxable event. persons have corrected any acts or
2000-24, which is on page 952 oftransactions resulting in liability for taxThe taxable event will be treated as Internal Revenue Bulletin 2000-17 atunder Chapter 42, answer “Yes” tooccurring: www.irs.gov/irbs/irs00-17.pdf.question B and give the following• For the tax on failure to distribute

information separately for eachincome, on the first day of the tax year Part II-Acorrection:for which there was a failure to • Schedule and item number of the act Columns (a) and (b). List the names,distribute income,
or transaction that has been corrected, addresses, and taxpayer identification• For the tax on excess business • A description of the act or transaction numbers of all persons who owe tax inholdings, on the first day on which there
that resulted in the tax, connection with the foundation orwere excess business holdings, or • A detailed description of the organization, whether as managers,• In any other case, on the date the
correction made, self-dealers, disqualified persons,event occurred. • The amount of any political donors, donor advisors, or related

Generally, the term “correction” has expenditure recovered, persons, as shown in Schedules A, D,
the following meanings. • Description of safeguards to prevent E, F, H, I, J, K, and L.

future political expenditures, and1. Section 4941 (Schedule A)— Column (c). For each person listed in• The date of correction.Undoing the transaction to the extent column (a), enter the sum of:
possible, but in any case placing the For any acts or transactions the 1. Taxes that person owes as aprivate foundation in a financial position foundation, entity, managers, self-dealer, from Schedule A, Part II,not worse than that in which it would be self-dealers, disqualified persons, column (d), andif the disqualified person were dealing donors, donor advisors, or related 2. Tax for acts of self-dealing inunder the highest fiduciary standards. persons have not corrected, give the which the individual participated as a2. Section 4942 (Schedule B)— following information separately for manager, from Schedule A, Part III,Making sufficient qualifying distributions each act: column (d).to compensate for deficient qualifying • Schedule and item number of the act
distributions for a prior tax year. or transaction that has not been Column (d). Enter for each person3. Section 4943 (Schedule C)— corrected, listed in column (a) the tax on jeopardyAction that results in the foundation no • A description of the act or investments from Schedule D, Part II,longer having excess business holdings transaction, and column (d), that the individual took partin a business enterprise. • A detailed explanation of why in as a foundation manager.4. Section 4944 (Schedule D)—An correction has not been made and what
investment is considered to be removed Column (e). Enter for each personsteps are being taken to make the
from jeopardy when the investment is listed in column (a) the tax on taxablecorrection.
sold or otherwise disposed of, and the expenditures from Schedule E, Part II,
proceeds of such sale or other If you are correcting deficient column (d), that the individual took part
disposition are not investments that distributions under section 4942 where in as a foundation manager.
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Column (f). Enter for each person charged for each act of self-dealing
listed in column (a) the tax on political between a disqualified person and aSchedule A—Initial
expenditures from Schedule F, Part II, private foundation for each year or part

Taxes on Self-Dealingcolumn (d), that the individual took part of a year in the taxable period. Any
in as an organization or foundation disqualified person (other than a(Section 4941)manager. foundation manager acting only as

such) who takes part in the act ofColumn (g). Enter for each person General Instructions self-dealing must pay the tax.listed in column (a) the tax on
Initial taxes on foundation managers.Requirement. All organizations thatdisqualifying lobbying expenditures
When a tax is imposed on a foundationanswered “Yes” to question 1b or 1c infrom Schedule H, Part II, column (d),
manager for an act of self-dealing, thePart VII-B of Form 990-PF, or “Yes” tothat the individual took part in as an
tax will be 5% (21/2% for acts that tookquestion 1b or 1c in Part VI-B of Formorganization manager.
place in a tax year beginning before5227, must complete Schedule A.

Column (h). For each person listed in August 18, 2006) of the amountComplete Parts I, II, and III of Schedule
column (a), enter the sum of: involved in the act of self-dealing forA only in connection with acts that are

1. Taxes that person owes as a each year or part of a year in thesubject to the tax on self-dealing.
disqualified person, from Schedule I, taxable period. However, the total taxPaying the tax and filing a Form
Part II, column (d), and imposed for all years in the taxable4720 is required for each year or part of

2. Tax on excess benefit period is limited to $20,000 ($10,000 fora year in the taxable period that applies
transactions in which the organization acts that took place in a tax yearto the act of self-dealing. Generally, the
manager participated knowing that the beginning before August 18, 2006) fortaxable period begins with the date on
transaction was improper, from each act of self-dealing. The tax iswhich the self-dealing occurs and ends
Schedule I, Part III, column (d). imposed on any foundation manageron the earliest of:

who took part in the act knowing that it• The date a notice of deficiency is
Column (i).  Enter for each person was self-dealing except thosemailed under section 6212, in
listed in column (a) the tax on the entity foundation managers whoseconnection with the initial tax imposed
manager who approved or otherwise participation was not willful and wason the self-dealer,
caused the entity to be a party to a due to reasonable cause. Any• The date the initial tax on the
prohibited tax shelter transaction from foundation manager who took part inself-dealer is assessed, or
Schedule J, Part II, column (d). the act of self-dealing must pay the tax.• The date correction of the act of

self-dealing is completed.Column (j). Enter for each person Specific Instructions
listed in column (a) the tax on taxable Self-dealing. Self-dealing includes any

Part I. List each act of self-dealing indistributions from sponsoring direct or indirect:
Part I. Enter in column (d) the numberorganizations maintaining donor • Sale, exchange, or leasing of
designation from Form 990-PF, Partadvised funds from Schedule K, Part II, property between a private foundation
VII-B, question 1a, or Form 5227, Partcolumn (d) that the individual took part and a disqualified person (see
VI-B, question 1a, that applies to thein as a manager. definitions in Form 990-PF instructions),
act. For example, “1a(1)” or “1a(4).”• Lending of money or other extensionColumn (k). For each person listed in Part II. Enter in column (a) the namesof credit between a private foundationcolumn (a), enter the: of all disqualified persons who took partand a disqualified person,1.  Tax imposed on a donor, donor in the acts of self-dealing listed in Part• Furnishing of goods, services, oradvisor, or related person, from I. If more than one disqualified personfacilities between a private foundationSchedule L, Part II, column (d), and took part in an act of self-dealing, eachand a disqualified person,2. Tax on each fund manager who is individually liable for the entire tax in• Payment of compensation (oragreed to the making of a distribution of connection with the act. But thepayment or reimbursement ofa prohibited benefit from Schedule L, disqualified persons who are liable forexpenses) by a private foundation to aPart III, column (d) that the individual the tax may prorate the paymentdisqualified person,took part in as a manager. among themselves. Enter in column (c)• Transfer to, or use by or for the
the tax to be paid by each disqualifiedbenefit of, a disqualified person of the

A person’s liability for tax as a person.income or assets of a private
manager, self-dealer, disqualified foundation, and Carry the total amount in column (d)person, donor, donor advisor, or related • Agreement by a private foundation to for each self-dealer to page 1, Part II-A,person, under sections 4912, 4941, make any payment of money or other column (c).4944, 4945, 4955, 4958, 4966, and property to a government official (go to Part III. Enter in column (a) the names4967 is joint and several. Therefore, if www.irs.gov/charities/foundations/ of all foundation managers who tookmore than one person owes tax on an index.html for more information), other part in the acts of self-dealing listed inact as a manager, self-dealer, than an agreement to employ or make Part I, and who knew that they weredisqualified person, donor, donor a grant to that individual for any period acts of self-dealing (except foradvisor, or related person, they may after the end of government service if foundation managers whoseapportion the tax among themselves. that individual will be ending participation was not willful and wasHowever, when all managers, government service within a 90-day due to reasonable cause).self-dealers, donors, donor advisors, period.
related persons, or disqualified persons If more than one foundation

Exceptions to self-dealing. Go towho are liable for tax on a particular manager took part in the act of
www.irs.gov/charities/foundations/transaction under sections 4912, 4941, self-dealing, knowing that it was such
index.html for a description of acts that4944, 4945, 4955,4958, 4966, or 4967 an act, and participation was willful and
are not considered self-dealing.pay less than the total tax due on that not due to reasonable cause, each is

transaction, then the IRS may charge Initial taxes on self-dealer. An initial individually liable for the entire tax in
the amount owed to one or more of tax of 10% (5% for acts that took place connection with the act. But the
them regardless of the tax in a tax year beginning before August foundation managers liable for the tax
apportionment shown on this return. 18, 2006) of the amount involved is may prorate the payment among
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themselves. Enter in column (c) the tax supporting organizations in a business charities/foundations/index.html for
to be paid by each foundation manager. enterprise on page 9. more information.

Requirement. If you answered “Yes”Carry the total amount in column (d) Sole proprietorships. In general, a
to Form 990-PF, Part VII-B, questionfor each foundation manager to page 1, private foundation may not have any
3b; Form 990, Part VI, question 89g; orPart II-A, column (c). permitted holdings in a business
Form 5227, Part VI-B, question 3b, enterprise that is a sole proprietorship.
complete a Schedule C for each For exceptions, go to www.irs.gov/
business enterprise in which the charities/foundations/index.html. For aSchedule B—Initial Tax foundation had excess business definition of sole proprietorship, see
holdings for its tax year beginning inon Undistributed Income Regulations section 53.4943-10(e).
2006.

Corporate voting stock. This stock(Section 4942) Taxes. A private foundation that has entitles a person to vote for the electionComplete Schedule B if you answered excess holdings in a business of directors. Treasury stock and stock“Yes” to Form 990-PF, Part VII-B, enterprise may become liable for an that is authorized but unissued is notquestion 2b. excise tax based on the amount of voting stock for these purposes. Seeholdings. The initial tax is 10% (5% forAn initial excise tax of 30% (15% for Regulations sections 53.4943-3(b)(1)(ii)tax years beginning before August 18,tax years beginning before August 18, and 53.4943-3(b)(2)(ii).2006) of the value of the excess2006) is imposed on a private
holdings and is imposed on the last day For a partnership (including a limitedfoundation’s undistributed income on
of each tax year that ends during the partnership) or joint venture, the termthe first day of the second or any
taxable period. The excess holdings are “profits interest” should be substitutedsucceeding tax year after the tax year
determined on the day during the tax for “voting stock.” For anyin connection with which income
year when they were the largest. unincorporated business enterprise thatremains undistributed.

is not a partnership, joint venture, orIf the foundation keeps the excessUse the 2006 Form 4720 to report sole proprietorship, the term “beneficialbusiness holdings after the initial taxthe initial tax on undistributed income interest” should be substituted forhas been imposed, it becomes liable forfor tax years beginning in 2005 or “voting stock.” See Regulations sectionan additional tax of 200% of theearlier that remains undistributed at the 53.4943-3(c).remaining excess business holdingsend of the foundation’s current tax year
unless it disposes of them within the Nonvoting stock. Corporate equitybeginning in 2006. The initial tax will
taxable period. However, if the interests that do not have voting powernot apply to a private foundation’s
foundation disposes of its excess should be classified as nonvoting stock.undistributed income:
business holdings during the correction Evidences of indebtedness (including• For any tax year it is an operating
period, the additional tax will not be convertible indebtedness), warrants,foundation (as defined in section
assessed or, if assessed, will be abated and other options or rights to acquire4942(j)(3) and related regulations or in
and if collected, will be credited or stock should not be considered equitysection 4942(j)(5)), or
refunded. For information on the interests. See Regulations section• To the extent it did not distribute an
correction period go to www.irs.gov/ 53.4943-3(b)(2).amount solely because of an incorrect
charities/foundations/index.html.valuation of assets, provided the For a partnership (including a limitedBusiness enterprise. In general, thisfoundation satisfies the requirements of partnership) or joint venture, the termmeans the active conduct of a trade orsection 4942(a)(2), or “capital interest” should be substitutedbusiness, including any activity• For any year for which the initial tax for “nonvoting stock.” For anyregularly conducted to produce incomewas previously assessed or a notice of unincorporated business that is not afrom selling goods or performingdeficiency was issued. partnership, joint venture, or soleservices, that is an unrelated trade orDo not complete Schedule B for any proprietorship, references to nonvotingbusiness described in section 513.year for which any of the above stock do not apply for computation of

The term “business enterprise” doesprovisions apply to the undistributed permitted holdings. See Regulations
not include a functionally relatedincome. section 53.4943-3(c)(4).
business as defined in section

Attribution of business holdings. In4942(j)(4). In addition, business
determining the holdings in a businessholdings do not include program-relatedSchedule C—Initial Tax enterprise of either a private foundationinvestments (such as investments in
or a disqualified person, any stock orsmall businesses in economicallyon Excess Business
other interest owned directly ordepressed areas or in corporations to
indirectly by or for a corporation,Holdings (Section 4943) assist in neighborhood renovations) as
partnership, estate, or trust isdefined in section 4944(c) and related
considered owned proportionately by orGeneral Instructions regulations. Also, business enterprise
for its shareholders, partners, ordoes not include a trade or business atPrivate foundations are generally not beneficiaries. In general, this rule doesleast 95% of the gross income of whichpermitted to hold more than a 20% not apply to certain income interests orcomes from passive sources. Log on tointerest in an unrelated business remainder interests of a privatewww.irs.gov/charities/foundations/enterprise. They may be subject to an foundation in a split-interest trustindex.html.excise tax on the amount of any excess described in section 4947(a)(2). Seeholdings. For purposes of section 4943, Excess business holdings. Excess Regulations section 53.4943-8.for tax years beginning after August 17, business holdings is the amount of

2006, donor advised funds and certain stock or other interest in a business Taxable period. The taxable period
supporting organizations are enterprise that the foundation would begins on the first day the foundation
considered private foundations. For have to dispose of to a person other has excess business holdings and ends
more information on the applicability of than a disqualified person in order for on the earliest of:
Schedule C to such organizations, see the foundation’s remaining holdings in • The mailing date of a notice of
General rules on the permitted holdings the enterprise to be permitted holdings deficiency, under section 6212, in
of donor advised funds and certain (section 4943(c)(1)). Go to www.irs.gov/ connection with the initial tax on excess
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business holdings related to those in the preceding paragraph. See During the second phase (the
holdings, sections 4943(c)(2) and 4943(c)(3). 15-year period after the first phase), if
• The date the excess is eliminated, or the foundation’s disqualified persons

If a private foundation and all• The date the initial tax on excess hold more than 2% of the enterprise’s
disqualified persons together hadbusiness holdings related to those voting stock, the foundation will be
holdings in a business enterprise ofholdings is assessed. liable for tax if the foundation holds
more than 20% of the voting stock on more than 25% of the voting stock or ifWhen a notice of deficiency is not May 26, 1969, substitute that the foundation and its disqualifiedmailed because the restrictions on percentage for 20% and for 35% (if the persons together hold more than 50%assessment and collection are waived holding is greater than 35%), using the of the voting stock.or because the deficiency is paid, the principles of section 4943(c)(4) that

date of filing the waiver or the date of However, during the second phase,apply. However, the percentage
paying the tax, respectively, will be if a foundation’s disqualified personssubstituted may not be more than 50%.
treated as the end of the taxable purchase voting stock in a business

The percentage substituted underperiod. See Regulations section enterprise after July 18, 1984, causing
the preceding paragraph is (a) subject53.4943-9. the combined holdings of the
to reductions and limitations (see disqualified persons to exceed 2% ofExceptions to Tax on Excess sections 4943(c)(4)(A)(ii) and the enterprise’s voting stock, theBusiness Holdings 4943(c)(4)(D)) and (b) applicable, both foundation has 5 years to reduce its
in connection with the voting stock and,2% De minimis rule. A private holdings in the enterprise to below its
separately, in connection with the valuefoundation will not be treated as having second phase limit before the increase
of all outstanding shares of all classesexcess business holdings in any will be treated as held by the
of stock (see section 4943(c)(4)(A)(iii)).enterprise in which it, together with foundation. See sections 4943(c)(4)(D)

related foundations as described in the and 4943(c)(6).Interests held by a private
instructions for Form 990-PF (under the foundation (other than donor The first-phase periods may bedefinition for “disqualified person” in the advised funds and supporting suspended pending the outcome of anyGeneral Instructions) owns not more organizations) on May 26, 1969. For judicial proceeding the privatethan 2% of the voting stock and not private foundations, other than donor foundation brings regarding reform ormore than 2% in value of all advised funds and supporting other procedure to excuse it fromoutstanding shares of all classes of organizations considered to be private compliance with its governingstock. foundations for purposes of section instrument or similar instrument in
Disposition of excess business 4943, that had business holdings on effect on May 26, 1969. See section
holdings within 90 days. Generally, May 26, 1969 (or holdings acquired by 4943(c)(4)(C) and Regulations section
when a private foundation acquires trust or will as described below), that 53.4943-4.
excess business holdings other than as were more than the current limits
a result of purchase by the foundation Holdings acquired by trust or will.permit, there are transitional rules that
(such as an acquisition by a disqualified Holdings acquired under the terms of apermit the foundation to dispose of the
person), the foundation will not be trust that was irrevocable on May 26,excess over time without being subject
taxed on those excess holdings if it 1969, or under the terms of a willto the tax on excess business holdings.
disposes of enough of them so that it executed by that date, are treated as

During the first phase, no excessno longer has an excess. To avoid the held by the foundation on May 26,
business holdings tax was imposed ontax, the disposition must take place 1969, except that the 15- and 10-year
a private foundation for interests heldwithin 90 days from the date the periods of the first phase for the
since May 26, 1969, if the foundationfoundation knew, or had reason to holdings start on the date of distribution
had excess holdings on that date. Theknow, of the event that caused it to under the trust or will instead of on May
first phase is:have excess business holdings. That 26, 1969. See section 4943(c)(5) and

90-day period will be extended to Regulations section 53.4943-5. See• A 20-year period beginning on May
include the period during which federal section 4943(d)(1) and Regulations26, 1969, if on that date the foundation
or state securities laws prevent the section 53.4943-8 for rules relating toand all disqualified persons held more
foundation from disposing of those constructive holdings held in athan a 95% voting interest in the
excess business holdings. See corporation, partnership, estate, or trustenterprise (the 20-year first phase
Regulations section 53.4943-2(a). for the benefit of the foundation.expired on May 25, 1989);
General rules on the permitted • A 15-year period beginning on May Gifts or bequests of business
holdings of a private foundation in a 26, 1969, if on that date the foundation holdings. Except as provided in the
business enterprise. No excess and all disqualified persons together exception regarding Holdings acquired
business holdings tax is imposed (a) if had more than a 75% voting stock by trust or will (discussed above), there
a private foundation and all disqualified interest (or more than a 75% profits or is a special rule for private foundations
persons together hold no more than beneficial interest of any that have excess business holdings as
20% of the voting stock of a business unincorporated business), or more than a result of a change in holdings after
enterprise or (b) on nonvoting stock, if a 75% interest in the value of all May 26,1969. This rule applies if the
all disqualified persons together do not outstanding shares of all classes of change is other than by purchase by
own more than 20% of the voting stock stock (or more than a 75% capital the foundation or by disqualified
of the business enterprise. interest of a partnership or joint persons (such as through gift or

venture) in the enterprise (the 15-yearIf the private foundation and all bequest) and the additional holdings
first phase expired on May 25, 1984);disqualified persons together do not result in the foundation having excess
andown more than 35% of the enterprise’s business holdings. In that case, the

voting stock, and effective control is in • A 10-year period beginning on May foundation has 5 years to reduce these
one or more persons who are not 26, 1969, in all other cases in which the holdings or those of its disqualified
disqualified persons in connection with foundation had excess business persons to permissible levels to avoid
the foundation, then 35% may be holdings on May 26, 1969. The 10-year the tax. See section 4943(c)(6) and
substituted for 20% wherever it appears first phase expired on May 25, 1979. Regulations section 53.4943-6.
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A private foundation that received an See Regulations section Line 2. If the foundation is using the
unusually large gift or bequest of 53.4943-6(d) for rules on treatment of rules or principles for determining
business holdings after 1969, and that increases in holdings due to present holdings under section
has made a diligent effort to dispose of readjustments, distributions, or 4943(c)(4)(or for tax years beginning
excess business holdings, may apply redemptions. after August 17, 2006, rules similar to
for an additional 5-year period to that for donor advised funds and certain

See Regulations section 53.4943-7reduce its holdings to permissible levels supporting organizations), refer to that
for special rules for readjustmentsif certain conditions are met. See section and Regulations section
involving grandfathered holdings.section 4943(c)(7). 53.4943-4(d) to determine which entries

to record in columns (a) and (b). EnterExceptions from self-dealing taxesGeneral rules on the permitted in column (a) the excess of theon certain dispositions of excessholdings of donor advised funds and substituted combined voting level overbusiness holdings. Sectioncertain supporting organizations in a the disqualified person voting level.101(I)(2)(B) of the Tax Reform Act ofbusiness enterprise. For tax years Enter in column (b) the excess of the1969 provides for a limited exceptionbeginning after August 17, 2006, rules substituted combined value level overfrom self-dealing taxes for privatesimilar to those described above for the disqualified person value level.foundations that dispose of certaininterests held by private foundations on
excess business holdings toMay 26, 1969, will be applied to

If the foundation is using the rules ordisqualified persons, as long as thedetermine if donor advised funds or
principles for determining permittedsales price equals or is more than faircertain supporting organizations with
holdings under section 4943(c)(2), refermarket value.interests as of August 17, 2006, have
to that section to determine whichany excess business holdings.

The excess business holdings entries to record in column (a). Enter inHowever, the date of August 17, 2006,
involved are interests that are subject column (a) the percentage, using thewill be substituted for May 26, 1969.
to the section 4941 transitional rules for general rule (section 4943(c)(2)(A)) or
May 26, 1969, holdings. These the 35% rule (see sectionDonor advised fund. In general, a
interests would also be subject to the 4943(c)(2)(B)), if applicable, ofdonor advised fund is a fund or account
excess business holdings tax if theyseparately identified by reference to permitted holdings the foundation may
were not reduced by the requiredcontributions of a donor or donors that have in the enterprise’s voting stock. If
amount.is owned and controlled by a the foundation determines the permitted

sponsoring organization and for which holdings under section 4943(c)(2)(B),
the donor has or expects to have attach a statement showing effectiveSpecific Instructions
advisory privileges concerning the control by a third party.Complete columns (a) and (b) of
distribution or investment of the funds. Schedule C if sections 4943(c)(4),
See Schedule K for further details. Line 3. Enter the value of any stock,4943(c)(3) (using the principles of

interest, etc., in the business enterprise4943(c)(4)), or 4943(c)(5) apply.Sponsoring organization. A that the foundation is required tosponsoring organization is any Complete column (a) and column (c) dispose of so the foundation’s holdingssection170(c) organization other than (if applicable) if sections 4943(c)(2) or in the enterprise are permitted. Seegovernmental entities (described in 4943(c)(3) (using the principles of section 4943 and related regulations.section 170(c)(1) and (2)(A)) that is not 4943(c)(2)) apply.
a private foundation as defined in

A private foundation using thesection 509(a)(3) that maintains one or Complete Schedule C for that day
section 4943(c)(4) rules, or a donormore donor advised funds. during the tax year when the
advised fund or supporting organizationfoundation’s excess holdings in the
using rules similar to that, has excessSupporting organizations. Only enterprise were largest.
holdings if line 1 is more than line 2 incertain supporting organizations are

subject to the excess business holdings either column (a) or column (b). Do notLine 1. Enter in column (a) the
tax under section 4943. These include include in column (b) the value of anypercentage of voting stock the
(1) Type III supporting organizations voting stock included in column (a).foundation holds in the business
that are not functionally integrated and enterprise.
(2) Type II supporting organizations that A private foundation using the
accept any gift or contribution from a If the foundation is using the rules or section 4943(c)(2) rules has excess
person who by himself or in connection principles for determining present holdings if line 1 is more than line 2 in
with a related party controls the holdings under section 4943(c)(4)(A) or column (a) or if the private foundation
supported organization that the Type II (D) (or for tax years beginning after holds nonvoting stock and all
supporting organization supports. (See August 17, 2006, rules similar to that disqualified persons together own more
the 2006 Instructions for Schedule A for donor advised funds and certain than 20% (or 35%, if applicable) of the
(Form 990 or 990-EZ), Part III, question supporting organizations), enter in enterprise’s voting stock, interest, etc.
13, for help in determining the type of column (b) the percentage of value the In the latter case, enter in column (c)
your supporting organization.) foundation holds in all outstanding the value of all nonvoting stock the

shares of all classes of stock. foundation holds.Readjustments, distributions, or
changes in relative value of different Do not include in either column (a) or

Line 4. Enter the value of excessclasses of stock. See Regulations (b) stock treated as held by disqualified
holdings disposed of under the 90-daysection 53.4943-4(d)(10) for special persons:
rule in Regulations sectionrules whereby increases in the • Under section 4943(c)(6) or
53.4943-2(a)(1)(ii). If other conditionspercentage of value of holdings in a Regulations sections 53.4943-6 and
preclude imposition of tax on excesscorporation that result solely from 53.4943-10(d), or
business holdings, include the value ofchanges in the relative values of • During the first phase if the first
the nontaxable amount on this line anddifferent classes of stock will not result phase is still in effect (see Regulations
attach an explanation.in excess business holdings. sections 53.4943-4(a), (b), and (c)).
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year or part of a year in the taxable directly or indirectly, any voter
period, up to $10,000 ($5,000 for registration drive;Schedule D—Initial
investments made in a tax year 3. As a grant to an individual forTaxes on Investments beginning before August 18, 2006) for travel, study, or other purposes;
any one investment. It is imposed on all 4. As a grant to an organization notThat Jeopardize foundation managers who took part in described in section 509(a)(1), (2), or
the act, knowing that it was such anCharitable Purpose (3) or that is not an exempt operating
act, except for foundation managers foundation (as defined in section(Section 4944) whose participation was not willful and 4940(d)(2)). After August 17, 2006, this
was due to reasonable cause. Any includes grants to:
foundation manager who took part inGeneral Instructions

a. Type I, Type II, and Type IIImaking the investment must pay theRequirement. Complete Schedule D if functionally integrated supportingtax.you answered “Yes” to Form 990-PF, organizations (as described in section
Part VII-B, question 4a or b, or Form 4942(g)(4)(B)) if a disqualified person ofSpecific Instructions
5227, Part VI-B, question 4a or b. the foundation controls such supporting

Part I. Complete this part for all taxableReport each investment separately. organization or the supported
investments.Paying tax and filing a Form 4720 are organizations of such supporting

required for each year or part of a year organizations, andPart II. Enter in column (a) the names
in the taxable period that applies to the b. Type III supporting organizationsof all foundation managers who took
investments that jeopardize the (as described in section 4943(f)(5)(B))part in making the investments listed in
foundation’s charitable purpose. that are not functionally integrated withPart I. See Initial taxes on foundation
Generally, the taxable period begins its supported organizations; ormanagers above.
with the date of the investment and 5. For any purpose other thanIf more than one foundationends with the date corrective action is religious, charitable, scientific, literary,manager is listed in column (a), each iscompleted, a notice of deficiency is educational, or public purposes, or theindividually liable for the entire amountmailed, or the initial tax is assessed,

prevention of cruelty to children orof tax in connection with thewhichever comes first. Therefore, in
animals.investment. However, the foundationaddition to investments made in 2006,

managers who are liable for the taxinclude all investments subject to tax
may prorate payment among Exceptions. Section 4945(d)(4)(B)that were made before 2006 if those
themselves. Enter in column (c) the tax provides an exception to taxableinvestments were not removed from
each foundation manager will pay. expenditures that applies to certainjeopardy before 2006 and the initial tax

grants to organizations when thewas not assessed before 2006. Carry the total amount in column (d)
granting foundation exercisesTaxable investments. An investment for each foundation manager to page 1,
expenditure responsibility described into be taxed on this schedule is an Part II-A, column (d).
section 4945(h). Additional informationinvestment by a private foundation that
on special rules and exceptions to thejeopardizes the carrying out of its
definition of taxable expenditures givenexempt purposes (for example, if it is Schedule E—Initial above can be found at www.irs.gov/determined that the foundation
charities/foundations/index.html.managers, in making the investment, Taxes on Taxable

did not exercise ordinary business care Initial tax on foundation. An initial taxExpenditures (Sectionand prudence, under prevailing facts of 20% (10% for expenditures made inand circumstances, in providing for the 4945) a tax year beginning before August 18,long- and short-term financial needs of 2006) of each taxable expenditure isthe foundation to carry out its exempt imposed on the foundation.General Instructionspurposes). See Regulations section
53.4944-1(a)(2). An investment is not Requirement. Complete Schedule E if Initial tax on foundation managers.
taxed on this schedule if it is a you answered “Yes” to Form 990-PF, When a tax is imposed on a taxable
program-related investment; that is, one Part VII-B, question 5b, or Form 5227, expenditure of the foundation, a tax of
whose primary purpose is one or more Part VI-B, question 5b. Complete Parts 5% (21/2% for expenditures made in a
of those described in section I and II of Schedule E only for tax year beginning before August 18,
170(c)(2)(B) (religious, charitable, expenditures that are subject to tax. 2006) of the expenditure will be
educational, etc.). A significant purpose imposed on any foundation managerNote. Also, see Schedule F, Initialof such an investment cannot be the who agreed to the expenditure and whoTaxes on Political Expenditures.production of income or the knew that it was a taxable expenditure.
appreciation of property. See section Taxable expenditures. With certain Foundation managers whose
4944(c) and Regulations section exceptions, this means any amount a participation was not willful and was
53.4944-3. private foundation pays or incurs: due to reasonable cause are not liable
Initial taxes on foundation. The initial 1. To carry on propaganda or for the tax. Any foundation manager
tax is 10% (5% for investments made in otherwise influence any legislation who took part in the expenditure and is
a tax year beginning before August 18, through: liable for the tax must pay the tax. The
2006) of the amount invested for each maximum total amount of tax on alla. An attempt to influence general
year or part of a year in the taxable foundation managers for any onepublic opinion or any segment of it, and
period. taxable expenditure is $10,000 ($5,000b. Communication with any member

for expenditures made in a tax yearInitial taxes on foundation managers. or employee of a legislative body, or
beginning before August 18, 2006). IfWhen a tax is imposed on a jeopardy with any other government official or
more than one foundation manager isinvestment of the foundation, the tax employee who may take part in
liable for tax on a taxable expenditure,will be10% (5% for investments made formulating legislation;
all those foundation managers arein a tax year beginning before August 2. To influence the outcome of any

18, 2006) of the investment for each specific public election, or to conduct, jointly and severally liable for the tax.
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any of the following purposes are Except as noted below, follow theSpecific Instructions
deemed political expenditures: line instructions on Schedule G.

Part I. Complete this part for all taxable • Remuneration to the candidate or Affiliated groups. If you are aexpenditures. Enter in column (f) the prospective candidate for speeches or nonelecting member of an affiliatednumber designation from Form 990-PF, other services; group, you are not required to file FormPart VII-B, question 5a, or Form 5227, • Travel expenses of the individual; 4720.Part VI-B, question 5a, that applies to • Expenses of conducting polls,
the act; for example, “5a(1).” If you are an electing member of ansurveys, or other studies, or preparing

affiliated group and are filing a separatepapers or other material for use by thePart II. Enter in column (a) the names
return, enter on line 1 the amount fromindividual;of all foundation managers who agreed
Schedule A (Form 990 or 990-EZ), Part• Expenses of advertising, publicity,to make the taxable expenditure. See
VI-A, column (b), line 43. Enter on lineand fundraising for such individual; andInitial Tax on Foundation Managers on
2 the amount from Schedule A (Form• Any other expense which has thepage 6. If more than one foundation
990 or 990-EZ), Part VI-A, column (b),primary effect of promoting publicmanager is listed in column (a), each is
line 44.recognition or otherwise primarilyindividually liable for the entire tax in

accruing to the benefit of the individual.connection with the expenditure. If you are an electing member of an
However, the foundation managers who affiliated group and are included in aInitial tax on organization or
are liable for the tax may prorate the group return, enter on line 1 your sharefoundation. The initial tax on the
payment among themselves. Enter in of the excess grassroots lobbyingorganization or foundation is 10% of the
column (c) the tax each foundation expenditures of the affiliated group, andamount involved.
manager will pay. on line 2 your share of the excessInitial tax on organization managers

lobbying expenditures of the affiliatedCarry the total amount in column (d) or foundation managers. An initial tax
group. Take these amounts from thefor each foundation manager to page 1, of 21/2% of the amount involved (up to
schedule of excess lobbyingPart II-A, column (e). $5,000 of tax on any one expenditure)
expenditures that must be attached tois imposed on any manager who
Schedule A (Form 990 or 990-EZ). Seeagrees to an expenditure, knowing that
the instructions for Schedule A (Formit is a political expenditure, unless theSchedule F—Initial 990 or 990-EZ), Part VI-A, for aagreement is not willful and is due to
discussion of the lobbying provisions,Taxes on Political reasonable cause.
including how to figure the taxableExpenditures (Section Any manager who agreed to the amount.

expenditure must pay the tax.4955)
Specific Instructions Schedule H—Taxes onGeneral Instructions
Part I. Complete this part for all Disqualifying LobbyingRequirement. Complete Schedule F if political expenditures.

you answered “Yes” to question 5a(2) Part II. Enter in column (a) the names Expenditures (Sectionand 5b of Form 990-PF, Part VII-B. of all managers who took part inComplete Schedule F if you entered an 4912)making the political expenditures listedamount of political expenditure in in Part I. See Initial tax on organizationquestion 81a, Part VI, of Form 990, or General Instructionsmanagers or foundation managersin question 37a, Part V, of Form above. Requirement. Schedule H must be990-EZ.
completed by certain organizationsIf more than one manager is listed inPolitical expenditures. These include
whose section 501(c)(3) status iscolumn (a), each is individually liable forany amount paid or incurred by a
revoked because of excess lobbyingthe entire amount of tax on thesection 501(c)(3) organization that
activities.expenditure. However, the managersparticipates or intervenes in (including

who are liable for the tax may prorate Exceptions. These taxes are notthe publication or distribution of
payment among themselves. Enter in imposed on a private foundationstatements) any political campaign on
column (c) the tax each manager will (whose lobbying expenditures may bebehalf of, or in opposition to, any
pay. subject to the tax on taxablecandidate for public office. The tax is

expenditures). These taxes also are notCarry the total amount in column (d)imposed even if the political
imposed on any organization for whichfor each manager to page 1, Part II-A,expenditure gives rise to a revocation
a section 501(h) election was in effectcolumn (f).of the organization’s section 501(c)(3)
at the time of the lobbying expendituresstatus.
or that was not eligible to make aThese taxes apply in the case of
section 501(h) election.Schedule G—Tax onboth public charities and private
Tax on organization. A tax of 5% offoundations. When tax is imposed Excess Lobbying the lobbying expenditures is imposedunder this provision in the case of a
on the organization whose sectionprivate foundation, however, the Expenditures (Section
501(c)(3) status is revoked because ofexpenditure in question will not be

4911) excess lobbying activities.treated as a taxable expenditure under
section 4945. Requirement. Schedule G must be Tax on organization managers. A tax

For an organization formed primarily completed by eligible section 501(c)(3) of 5% of the lobbying expenditures is
to promote the candidacy or organizations that elected to be subject also imposed on any manager who
prospective candidacy of an individual to the limitations on lobbying willfully and without reasonable cause
for public office (or that is effectively expenditures under section 501(h) and consented to the lobbying expenditures,
controlled by a candidate or prospective that made excess lobbying knowing that they would likely result in
candidate and is used primarily for such expenditures as defined in section the organization no longer qualifying
purposes), amounts paid or incurred for 4911(b). under section 501(c)(3).
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There is no limit on the amount of improperly benefited from the excess transaction. The amount of the excess
this tax that may be imposed against benefit transaction. benefit is the amount of such grant,
either the organization or its managers. loan, compensation, or other similarTax on organization managers. If
Any organization manager who agreed payment. Also, any loan provided to atax is imposed on a disqualified person
to the expenditure must pay the tax. disqualified person that is not anfor any excess benefit transaction, then

organization described in 509(a)(1), (2),tax is also imposed on any managerSpecific Instructions or (4) is considered an excess benefitwho knowingly participated in the
transaction as well.excess benefit transaction. The tax isPart I. Complete this part for all

10% of the excess, not to exceed Donor advised fund transactionsdisqualifying lobbying expenditures.
$20,000 ($10,000 for transactions occurring after August 17, 2006. AnyPart II. Enter in column (a) the names entered in a tax year beginning before grant, loan, compensation, or otherof all organization managers who took August 18, 2006) for each transaction. similar payment from any donorpart in making disqualifying lobbying advised fund to a donor, familyAdditional tax on the disqualifiedexpenditures listed in Part I. See Tax member, or 35% controlled entity is anperson. If the initial tax is imposed onon organization managers above. excess benefit transaction. The amountan excess benefit transaction and the

If more than one organization of the excess benefit is the amount oftransaction is not corrected within the
manager is listed in column (a), each is such grant, loan, compensation, ortaxable period, then any disqualified
individually liable for the entire amount other similar payment.person involved shall be liable for an
of tax in connection with the additional tax equal to 200% of the Excess benefit. Excess benefit
expenditure. However, the managers excess benefit. means the excess of the economic
who are liable for the tax may prorate benefit received from the applicableThis additional tax is abated
payment among themselves. Enter in organization over the consideration(refunded if collected) if the excess
column (c) the tax each manager will given (including services) by abenefit transaction is corrected within
pay. disqualified person.the correction period (defined in

Question B, under Specific InstructionsCarry the total amount in column (d) However, an economic benefit will
for Page 1 on page 3).for each organization manager to page not be treated as compensation for

1, Part II-A, column (g). Taxable period. Taxable period services unless the applicable
means the period beginning with the organization clearly indicates its intent
date on which the excess benefit to treat the economic benefit (when
transaction occurs and ending on the paid) as compensation for a disqualifiedSchedule I—Initial Taxes
earlier of: person’s services. See Regulationson Excess Benefit section 53.4958-4(c) for more1. The date a notice of deficiency

information.was mailed to the disqualified personTransactions (Section
for the initial tax on the excess benefit Exception. Generally, section 49584958) transaction, or does not apply to any fixed payment

2. The date on which the initial tax made to a person under an initial
on the excess benefit transaction forGeneral Instructions contract. See Regulations section
the disqualified person is assessed. 53.4958-4(a)(3) for details.Requirement. Complete Schedule I for

Special rule. The initial and additionalany Excess benefit transaction in which Excess benefit transaction. An
taxes of this section do not apply if thean Applicable organization provides an excess benefit transaction is any
transaction described in 1 underExcess benefit to a Disqualified person. transaction in which:
Excess benefit transaction wasThese terms are discussed below. 1. An excess benefit is provided by pursuant to a written contract in effectApplicable organization. In the organization, directly or indirectly to, on September 13, 1995, and at allgeneral, an applicable organization is or for the use of, any disqualified times after that date until the time thatany section 501(c)(3) (except a private person, or the transaction occurs.foundation) or any 501(c)(4) 2. The amount of any economic

However, if a written contract isorganization. benefit provided to, or for the use of, a
materially modified, it is treated as adisqualified person is determined inAlso, an applicable organization new contract entered into as of the datewhole or in part by the revenues of theincludes any organization that was a of the material modification. A materialorganization and violates the private501(c)(3) (except a private foundation) modification includes amending theinurement prohibition rules (to theor 501(c)(4) organization at any time contract to extend its term or toextent provided in regulations).during a five-year period ending on the increase the compensation payable to a

date of an excess benefit transaction disqualified person.Until final regulations are issued(the lookback period).
regarding the special rules for Disqualified person. For purposes of

Initial taxes. Excise taxes are imposed revenue sharing transactions this Schedule I, a disqualified personCAUTION
!

under section 4958 on each excess described in 2 above, these means:
benefit transaction. If a manager transactions will only be subject to 1. Any person (at any time duringreceives an excess benefit from an section 4958 liability under the general the 5-year period ending on the date ofexcess benefit transaction, the rule described in 1 above. the transaction) in a position to exercisemanager may be liable for the tax on Supporting organization substantial influence over the affairs ofdisqualified persons and the tax on the transactions occurring after July 25, the organization,organization manager. See Abatement 2006. For any supporting organization, 2. A family member of an individualon page 4 for information on as defined in section 509(a)(3), any described in 1, 2, or 3, andabatement, refund, or relief from this grant, loan, compensation, or other 3. A 35% controlled entity.tax. similar payment provided to a

Tax on disqualified persons. The substantial contributor (defined later), Family members. Family members
tax is 25% of the excess benefit and is family member, or 35% controlled entity of an individual (described in 1 above)
paid by any disqualified person who will be considered an excess benefit include a disqualified person’s spouse,
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ancestors, children, grandchildren, Substantial contributor. In
general, a substantial contributorgreat grandchildren, and brothers and Schedule J—Taxes on
means any person who contributed orsisters (whether by whole- or Being a Party tobequeathed an aggregate of more thanhalf-blood). It also includes the spouse
$5,000 to the organization, if thatof the children, grandchildren, great Prohibited Tax Shelteramount is more than 2% of the totalgrandchildren, brothers, or sisters
contributions and bequests received by Transactions (Section(whether by whole- or half-blood).
the organization before the end of the 4965)35% controlled entity. The term tax year of the organization in which the

35% controlled entity means: contribution or bequest is received by
General Instructionsthe organization from such person. A• A corporation in which a person

substantial contributor includes thedescribed in 1 through 5 under Requirement.
grantor of a trust.Disqualified person owns more than 1. Complete Schedule J if you are

35% of the total combined voting an entity described in section 501(c),
power, 501(d), or 170(c) (other than the United
• A partnership in which such persons States) or an Indian tribal governmentSpecific Instructionsown more than 35% of the profits (within the meaning of section
interest, or Part I. List each excess benefit 7701(a)(40)) and you received

transaction in Part I, column (c). Enter proceeds from or have net income• A trust or estate in which such
attributable to a prohibited tax shelterthe date of the transaction in column (b)persons own more than 35% of the
transaction (PTST).and the amount of the excess benefit inbeneficial interest.

2. Complete Schedule J if you arecolumn (d). Compute the tax on the
an entity manager of such an entityIn determining the holdings of a excess benefit for disqualified persons
who approved the entity as (orand enter it in column (e). Compute anybusiness enterprise, any stock or other
otherwise caused the entity to be) atax on the excess benefit forinterest owned directly or indirectly shall
party to a PTST at any time during theorganization managers and enter theapply.
tax year and who knew (or had reasonamount in column (f).

For donor advised funds, to know) that the transaction is a PTST.
sponsoring organizations, and  For organization managers, the tax

 See Notice 2006-65, 2006-31 I.R.B.certain supporting organization is the lesser of 10% of the excess
102, and any future related guidancetransactions occurring after August benefit or $20,000 ($10,000 for
for details.17, 2006. The following persons will be transactions entered in a tax year

considered disqualified persons along beginning before August 18, 2006). Managers of tax favored
with certain family members and 35% This tax is computed on each retirement plans, individual
controlled entities associated with them: transaction. retirement arrangements, and

TIP

savings arrangements described in• Donors of donor advised funds, sections 401(a), 403(a), 403(b), 529,Part II. Enter in column (a) the names• Investment advisors of sponsoring 457(b), 408(a), 220(d), 408(b), 530, orof all disqualified persons who took part
organizations; and 223(d) must report and pay tax duein the excess benefit transactions. If
• Disqualified persons of a section under 4965(a)(2) on Form 5330.more than one disqualified person took
509(a)(3) supporting organization for part in an excess benefit transaction, Prohibited tax shelter transaction.
the organizations that organization each is individually liable for the entire In general, prohibited tax shelter
supports. tax on the transaction. But the transaction means any listed

disqualified persons who are liable for transaction and any prohibitedFor certain supporting the tax may prorate the payment reportable transaction.organization transactions occurring among themselves. Enter in column (c)
Listed transaction. A listedafter July 25, 2006. Substantial the tax to be paid by each disqualified
transaction includes any transactioncontributors to supporting organizations person.
that is the same as or substantiallywill also be considered disqualified
similar to one of the types ofpersons along with their family Carry the total amount in column (d) transactions that the IRS hasmembers and 35% controlled entities. for each disqualified person to page 1, determined to be a tax avoidance

Part II-A,column (h). transaction. These transactions areDonor advised fund. See the
identified by notice, regulation, or otherSchedule K instructions for a definition

Part III. Enter in column (a) the names form of published guidance as a listedof donor advised fund.
of all managers who knowingly took transaction. For existing guidance see:
part in the excess benefit transactions • Notice 2004-67, 2004-41 I.R.B. 600 Investment advisor. Investment
listed in Part I. If more than one • Notice 2005-13, 2005-9 I.R.B. 630.advisor means for any sponsoring
manager knowingly took part in an For updates to this list go to the IRSorganization, any person compensated
excess benefit transaction, each is web page at www.irs.gov/businesses/by such organization (but not an
individually liable for the entire tax in corporations and click on Abusive Taxemployee of such organization) for
connection with the transaction. But the Shelters and Transactions. The listedmanaging the investment of, or
managers liable for the tax may prorate transactions in the above notices andproviding investment advice for assets
the payment among themselves. Enter rulings will also be periodically updatedmaintained in donor advised funds

in future issues of the Internal Revenuein column (c) the tax to be paid by eachmaintained by such sponsoring
Bulletin.organization manager.organization.
Prohibited reportable transaction.  A

Sponsoring organization. See the Carry the total amount in column (d) prohibited reportable transaction is any
Schedule K instructions for a definition for each manager to page 1, Part II-A, confidential transaction or any
of sponsoring organization. column (h). transaction with contractual protection
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that is a reportable transaction. See distribution in accordance with section taxable distribution is imposed on the
Regulations sections 1.6011-4(b)(3) 4945(h). sponsoring organization.
and (4) for more information. Tax on fund manager. If a tax is However, a taxable distribution does

imposed on a taxable distribution of theSpecific Instructions not include a distribution from a donor
sponsoring organization, a tax of 5% ofadvised fund to:Part I. Complete this part for each the distribution will be imposed on any

1. any organization described intransaction if during the tax year, the fund manager who agreed to the
section 170(b)(1)(A) (other than aentity received proceeds from or has distribution knowing that it was a
disqualified supporting organization),net income attributable to a PTST. taxable distribution. Any fund manager

2. the sponsoring organization of who took part in the distribution and isFigure the tax for each transaction such donor advised fund, or (3) any liable for the tax must pay the tax. Theas follows: other donor advised fund. maximum amount of tax on all fund• If column (e) was answered “Yes,”
The tax on taxable distributions managers for any one taxablethen enter the larger of the column (f)

applies to distributions occurring in tax distribution is $10,000. If more than oneor column (g) amount in column (h).
years beginning after August 17, 2006. fund manager is liable for tax on a• If column e was answered “No,” then

taxable distribution, all such managersmultiply the larger of the amount in Sponsoring organization. A are jointly and severally liable for thecolumn (f) or column (g) by 35% (.35) sponsoring organization is a tax.and enter the result in column (h). section170(c) organization that is not a
After the tax has been figured for all government organization (as referred to Specific InstructionsPTSTs entered on Schedule J, then in section 170(c)(1) and (2)(A)) or a

Part I. Complete this part for all taxabletotal column (h) and enter the amount private foundation and maintains one or
distributions.on the Total line and on line 9 of Part I, more donor advised funds.

page 1. Part II. Enter in column (a) the namesDonor advised fund.  A donor advised
Part II. Enter in column (a) the names of all fund managers who agreed tofund is a fund or account:
of all entity managers who approved make the taxable distribution. If more1. Which is separately identified bythe entity as (or otherwise caused the than one fund manager is listed inreference to contributions of a donor orentity to be) a party to a PTST at any column (a) for one distribution, each isdonors,time during the tax year and who knew individually liable for the entire tax in2. Which is owned and controlled byor had reason to know that the connection with that distribution.a sponsoring organization, andtransaction is a PTST. However, the fund managers who are3. For which the donor (or any

liable for the tax may prorate theCarry the total amount in column (d) person appointed or designated by the
payment among themselves. Enter infor each manager to page 1, Part II-A, donor) has or expects to have advisory
column (c) the tax each manager willcolumn (i). privileges concerning the distribution or
pay for each distribution for which suchinvestment of the funds held in the
manager owes a tax.donor advised funds or accounts

Schedule K—Taxes on because of the donor’s status as a Carry the total amount in column (d)
donor. for each fund manager to page 1, PartTaxable Distributions of II-A, column (j).

Exception. A donor advised fundSponsoring does not include:
Organizations 1. A fund or account that makes Schedule L—Taxes on

distributions only to a single identifiedMaintaining Donor organization or governmental entity, or Prohibited Benefits
2. Any fund or account for a personAdvised Funds (Section Distributed From Donordescribed in 3 above that gives advice

4966) about which individuals receive grants Advised Funds (Section
for travel, study, or similar purposes, if;

4967)General Instructions a. The person’s advisory privileges
are performed exclusively by suchRequirement. Complete Schedule K if General Instructionsperson in their capacity as a committeeyou answered “Yes” to question 4b in
member of which all the committeePart III of Schedule A (Form 990 or Requirement. All organizations that
members are appointed by the990-EZ), or if you are a fund manager answered “Yes” in Part III of Schedule
sponsoring organization.of a sponsoring organization who A (Form 990 or 990-EZ), questions 4c,

b. No combination of persons withagreed to the making of a taxable must complete Schedule L. Report
advisory privileges, described in 3distribution knowing that it was a each taxable distribution separately.
above, or persons related to those in 3taxable distribution. Report each Complete Parts I, II, and III of Schedule
above, directly or indirectly control thetaxable distribution separately. These L only in connection with distributions
committee, orterms are discussed below. made by a sponsoring organization

c. All grants from the fund or from a donor advised fund which resultsTaxable distribution. A taxable account are awarded on an objective in a prohibited benefit. (See instructionsdistribution is any distribution from a and nondiscriminatory basis according to Schedule K for definitions of thedonor advised fund to any natural to a procedure approved in advance by terms sponsoring organization andperson or to any other person if: the board of directors of the sponsoring donor advised fund).1. the distribution is for any purpose organization. The procedure must be
other than one specified in section Prohibited benefit. If any donor, donordesigned to ensure that all grants meet
170(c)(2)(B), or advisor, or related party advises thethe requirements of section 4945(g)(1),

2. the sponsoring organization sponsoring organization about making(2), or (3).
maintaining the donor advised fund a distribution which results in a donor,
does not exercise expenditure Tax on sponsoring organization. A donor advisor, or related party receiving
responsibility with respect to such tax of 20% of the amount of each (either directly or indirectly) a more than
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incidental benefit, then such benefit is a related persons who received a Justice for civil and criminal litigation
prohibited benefit. The tax on prohibited prohibited benefit. If more than one and to other federal agencies, as
benefits applies to distributions donor, donor advisor, or related person provided by law. We may disclose the
occurring in tax years beginning after is listed in column (a) for one information to cities, states, the District
August 17, 2006. distribution, each is individually liable of Columbia, and U.S. Commonwealths

for the entire tax for that distribution. or possessions to administer their laws.Donor advisor. A donor advisor is any
However, the donors, donor advisors, If you do not file this information, youperson appointed or designated by a
or related persons who are liable for the may be subject to interest, penalties,donor to advise a sponsoring
tax may prorate the payment among and/or criminal prosecution.organization on the distribution or
themselves. Enter in column (c) the taxinvestment of amounts held in the We may also disclose this
each manager will pay for eachdonor’s fund or account. information to other countries under a
distribution for which such manager tax treaty, to federal and state agenciesRelated party. A related party includes
owes a tax. to enforce federal nontax criminal laws,any family member or 35% controlled

Carry the total amount in column (d) or to federal law enforcement andentity. See the General Instructions for
for each donor, donor advisor, or intelligence agencies to combatSchedule I for a definition of those
related person to page 1, Part II-A, terrorism.terms.
column (k). You are not required to provide theTax on donor, donor advisor, or
Part III. Enter in column (a) the names information requested on a form that isrelated person.  A tax of 125% of the
of all fund managers who agreed to subject to the Paperwork Reduction Actbenefit resulting from the distribution is
make the distribution conferring the unless the form displays a valid OMBimposed on both the party who advised
prohibited benefit. If more than one control number. Books or recordsas to the distribution (which might be a
fund manager is listed in column (a) for relating to a form or its instructionsdonor, donor advisor or related party)
one distribution, each is individually must be retained as long as theirand the party who received such
liable for the entire tax for that contents may become material in thebenefit (which might be a donor, donor
distribution. However, the fund administration of any Internal Revenueadvisor, or related party). The advisor
managers who are liable for the tax law. Generally, tax returns and returnand the party who received the benefit
may prorate the payment among information are confidential, as requiredare jointly and severally liable for the
themselves. Enter in column (c) the tax by section 6103.tax.
each manager will pay for each The time needed to complete andTax on fund managers. If a tax is
distribution for which such manager file this form will vary depending onimposed on a prohibited benefit
owes a tax. individual circumstances. Thereceived by a donor, donor advisor, or

Carry the total amount in column (d) estimated average time is:related person, a tax of 10% of the
for each fund manager to page 1, Partamount of the prohibited benefit is Recordkeeping . . . . . . . . . 39 hr., 55II-A, column (k).imposed on any fund manager who min.

agreed to the distribution knowing that
Privacy Act and Paperwork Learning about the law orit would confer a prohibited benefit. Any
Reduction Act Notice. the form . . . . . . . . . . . . . . 16 hr., 30fund manager who took part in the
We ask for the information on this form min.distribution and is liable for the tax must
to carry out the Internal Revenue lawspay the tax. The maximum amount of Preparing the form . . . . . . 23 hr., 22of the United States. We need it totax on all fund managers for any one min.
ensure that you are complying withtaxable distribution is $10,000. If more Copying, assembling, andthese laws and to allow us to figure andthan one fund manager is liable for tax sending the form to the IRS 1 hr., 36 min.collect the right amount of tax. Certainon a taxable distribution, all such
individuals who owe tax under Chaptermanagers are jointly and severally If you have comments concerning41 or 42 of the Internal Revenue Code,liable for the tax. the accuracy of these time estimates orand who do not sign the Form 4720 of

suggestions for making this formException. If a person engaged in an the foundation or organization, must file
simpler, we would be happy to hearexcess benefit transaction and received a separate Form 4720 showing the tax
from you. You can write to the Internala prohibited benefit for the same owed and the name of the foundation
Revenue Service, Tax Productstransaction, the person is taxed under or organization for which they owe tax.
Coordinating Committee,section 4958, and no tax is imposed Sections 6001 and 6011 of the Internal
SE:W:CAR:MP:T:T:SP, 1111under section 4967 for a prohibited Revenue Code require you to provide
Constitution Ave. NW, IR-6406,benefit. the requested information if the tax
Washington, DC 20224. Do not sendapplies to you. Section 6109 requiresSpecific Instructions the tax form to this address. Instead,you to provide your social security
see Where To File on page 3.Part I. Complete this part for all number or other identifying number.

prohibited benefits. Routine uses of this information include
disclosing it to the Department ofPart II. Enter in column (a) the names

of all donors, donor advisors, and
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