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Department of the Treasury
Internal Revenue Service2006

Instructions for Form 990-PF
Return of Private Foundation or Section 4947(a)(1) Nonexempt Charitable Trust
Treated as a Private Foundation

• A private foundation that files FormSection references are to the Internal Contents Page
990-T to report any tax on unrelatedRevenue Code unless otherwise noted. Part V—Qualification Under
business income must make the returnSection 4940(e) for ReducedContents Page
available for public inspection. SeeTax on Net Investment Income . . . 19General Instructions
General Instruction Q.Part VI—Excise Tax Based onA. Who Must File . . . . . . . . . . . . . . . . 2 • Distributions from a nonoperatingInvestment Income . . . . . . . . . . . . 19B. Which Parts To Complete . . . . . . . . 3 foundation made after August 17, 2006,Part VII-A—StatementsC. Definitions . . . . . . . . . . . . . . . . . . . 3 to certain supporting organizations areRegarding Activities . . . . . . . . . . . 20D. Other Forms You May Need not treated as qualifying distributions, andPart VII-B—Activities for WhichTo File . . . . . . . . . . . . . . . . . . . . . . 3 also may be treated as taxable

Form 4720 May Be Required . . . . . 22E. Useful Publications . . . . . . . . . . . . . 5 expenditures. See the instructions for Part
Part VIII—Information AboutF. Use of Form 990-PF To I, line 25 on page 15 and Part VII-B, line

Officers, Directors, Trustees, 5, on page 22 for more information.Satisfy State Reporting
Foundation Managers, Highly •  Private foundations with controlledRequirements . . . . . . . . . . . . . . . . . 5
Paid Employees, and entities within the meaning of sectionG. Furnishing Copies of Form
Contractors . . . . . . . . . . . . . . . . . 23 512(b)(13) must provide information990-PF to State Officials . . . . . . . . . 5

Part IX-A—Summary of Direct regarding transfers to and from controlledH. Accounting Period . . . . . . . . . . . . . 5
Charitable Activities . . . . . . . . . . . . 24 entities. See Part VII-A, line 11a on pageI. Accounting Methods . . . . . . . . . . . . 5

20.Part IX-B—Summary ofJ. When, Where, and How To • Private foundations receiving certainProgram-Related Investments . . . 24File . . . . . . . . . . . . . . . . . . . . . . . . 5 payments from controlled entities withinPart X—Minimum InvestmentK. Extension of Time To File . . . . . . . . 6 the meaning of section 512(b)(13) underReturn . . . . . . . . . . . . . . . . . . . . . 25L. Amended Return . . . . . . . . . . . . . . 6 a binding written contract in effect onPart XI—Distributable Amount . . . . . 26M. Penalty for Failure To File August 17, 2006, may exclude suchPart XII—QualifyingTimely, Completely, or payments from unrelated businessDistributions . . . . . . . . . . . . . . . . . 26Correctly . . . . . . . . . . . . . . . . . . . . 6 income if received or accrued fromPart XIII—Undistributed Income . . . 27N. Penalties for Not Paying Tax January 1, 2006, through December 31,Part XIV—Private Operatingon Time . . . . . . . . . . . . . . . . . . . . . 6 2007. See Part VII-A, line 11b on pageFoundations . . . . . . . . . . . . . . . . . 28 22.O. Figuring and Paying
Part XV—Supplementary • Private foundations that acquired aEstimated Tax . . . . . . . . . . . . . . . . 6

Information . . . . . . . . . . . . . . . . . . 28 direct or indirect interest in an applicableP. Tax Payment Methods for
Part XVI-A—Analysis of insurance contract after August 17, 2006,Domestic Private Foundations . . . . 7

Income-Producing Activities . . . . . . 29 must answer “Yes” and complete theQ. Public Inspection
Part XVI-B—Relationship of additional forms discussed in Part VII-A,Requirements . . . . . . . . . . . . . . . . . 7

Activities to the line 12 on page 22.R. Disclosures Regarding Accomplishment of Exempt • The Act expands the definition of netCertain Information and Purposes . . . . . . . . . . . . . . . . . . . 29 investment income generally to includeServices Furnished . . . . . . . . . . . . . 9 capital gains and losses from the sale orPart XVII—InformationS. Organizations Organized or other disposition of property regardless ofRegarding Transfers To andCreated in a Foreign Country how a private foundation uses theTransactions andor U.S. Possession . . . . . . . . . . . . . 9 property. See the Part I, column (b)Relationships WithT. Liquidation, Dissolution, instructions on pages 11 and 18.Noncharitable ExemptTermination, or Substantial • The Act increases excise tax rates andOrganizations . . . . . . . . . . . . . . . . 30Contraction . . . . . . . . . . . . . . . . . . 10 certain maximum limits on taxes underSignature . . . . . . . . . . . . . . . . . . . . 31U. Filing Requirements During sections 4941–4945. See the instructionsPrivacy Act and PaperworkSection 507(b)(1)(B) for Form 4720, Return of Certain ExciseReduction Act Notice . . . . . . . . . . . 31 Taxes Under Chapters 41 and 42 of theTermination . . . . . . . . . . . . . . . . . 10 Exclusion Codes . . . . . . . . . . . . . . . 32 Internal Revenue Code.V. Special Rules for Section Index . . . . . . . . . . . . . . . . . . . . . . . . 33507(b)(1)(B) Terminations . . . . . . . 10 Taxpayer Increase Prevention and
W. Rounding, Currency, and Reconciliation Act. Section 516 of theWhat’s NewAttachments . . . . . . . . . . . . . . . . . 10 Taxpayer Increase Prevention and

For 2006, the foundation must file itsSpecific Instructions Reconciliation Act of 2005 subjects
return electronically if it files at least 250Completing the Heading . . . . . . . . . . 11 private foundations and their managers to
returns during the calendar year. See excise taxes under new section 4965.Part I—Analysis of Revenue and
General Instruction J for more See the instructions to Form 4720, ReturnExpenses . . . . . . . . . . . . . . . . . . . 11
information. of Certain Excise Taxes Under ChaptersPart II—Balance Sheets . . . . . . . . . . 16

41 and 42 of the Internal Revenue Code.Part III—Analysis of Changes in The Pension Protection Act of 2006.
Net Assets or Fund Balances . . . . . 18 The Pension Protection Act of 2006 Private foundations that are parties to

Part IV—Capital Gains and (ACT) enacted several provisions relating prohibited tax shelter transactions must
Losses for Tax on Investment to private foundations. The following are answer “Yes” in Part VII-B, line 7a and file
Income . . . . . . . . . . . . . . . . . . . . . 18 highlights of the changes. Form 8886-T and possibly Form 4720.
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See Part VII-B, lines 7a and 7b on page convenient programs to make taxesPhone Help easier.23 for more information.
If you have questions and/or need help • You can e-file your Form 990-PF; Form

Publicly traded securities. There are completing this form, please call 940 and 941 employment tax returns;
new reporting requirements for publicly 1-800-829-4933. This toll-free telephone Form 1099 and other information returns.
traded securities. For more information, service is available Monday through Visit www.irs.gov/efile for details.
see the Part IV instructions on page 18. Friday. • You can pay taxes online or by phone

using the free Electronic Federal TaxCredit for federal telephone excise tax How To Get Forms and Payment System (EFTPS). Visit www.paid. Tax-exempt organizations that paid
eftps.gov or call 1-800-555-4477 forthe federal telephone excise tax on long Publications details. Electronic Funds Withdrawaldistance or bundled service may be able
(EFW) from a checking or savingsto request a credit. See the 2006 Internet
account is also available to those who fileInstructions for Form 990-T for more You can access the IRS website 24 hours electronically.information. a day, 7 days a week at www.irs.gov to:

• Download forms, instructions, and General Instructionspublications,Reminder
• Order IRS products online, Purpose of form. Form 990-PF is used:Form 990-PF, Part I, was revised in 2004 • See answers to frequently asked tax • To figure the tax based on investmentto reflect Notice 2004-35, 2004-19, I.R.B. questions, income, and889, available at www.irs.gov/irb/ • Search publications online by topic or • To report charitable distributions and2004-35_IRB/index.html regarding keyword, activities.distributions received by private • Send us comments or request help viafoundations from split interest trusts. Also, Form 990-PF serves as aemail, orDistributions received by a private substitute for the section 4947(a)(1)• Sign up to receive local and national

foundation from an estate or trust, nonexempt charitable trust’s income taxtax news by email.
including split interest trusts, will not return, Form 1041, U.S. Income Tax
retain its character in the hands of the IRS Tax Products CD Return for Estates and Trusts, when the
private foundation for the purposes of You can order Publication 1796, IRS Tax trust has no taxable income.
computing the private foundation’s net Products CD, and get:
investment income. Also, Part XI was • Current-year forms, instructions, and A. Who Must File
revised in 2004 to reflect Notice 2004-36, publications Form 990-PF is an annual information2004-19, I.R.B. 889, available at www.irs. • Prior-year forms, instructions, and return that must be filed by:gov/irb/2004-36_IRB/index.html publications • Exempt private foundations (sectionconcerning the treatment of certain • Bonus: Historical Tax Products DVD — 6033(a), (b), and (c)),distributions from split interest trusts Ships with the final release • Taxable private foundations (sectiondescribed in section 4947(a)(2). • Tax Map: an electronic research tool 6033(d)),Distributions from split interests trusts are and finding aid • Organizations that agree to privateno longer included in figuring a private • Tax Law frequently asked questions foundation status and whose applicationsfoundation’s distributable amount. (FAQs) for exempt status are pending on the due• Tax Topics from the IRS telephone date for filing Form 990-PF,For prior years within the statute of response system • Organizations that made an electionlimitations, and for which a refund of • Fill-in, print, and save features for most under section 41(e)(6),Section 4940 taxes paid is requested, tax forms • Foundations that are making a sectionprivate foundations must file an amended • Internal Revenue Bulletins 507 termination, andForm 990-PF. Write “Filed pursuant to • Toll-free and email technical support. • Section 4947(a)(1) nonexemptNotice 2004-35” at the top of the first

The CD is released twice during the charitable trusts that are treated aspage.
year. The first release will ship the private foundations (section 6033(d)).

To request a refund of section 4942 beginning of January 2007 and the final
Include on the foundation’s returntaxes paid, a private foundation must file release will ship the beginning of March
the financial and other informationan amended Form 990-PF and an 2007.
of any disregarded entity ownedamended Form 4720, Return of Certain

TIP
Buy the CD from National Technical by the foundation. See RegulationsExcise Taxes Under Chapters 41 and 42 Information Service at www.irs.gov/ sections 301.7701-1 through 3 forof the Internal Revenue Code, for each cdorders for $35 (no handling fee) or call information on the classification of certainyear with a schedule showing the 1-877-CDFORMS (1-877-233-6767) business organizations including ancorrected amount of section 4942 liability. toll-free to buy the CD for $35 (plus a $5 eligible entity that is disregarded as anThe front page of the returns should be handling fee). Price is subject to change. entity separate from its ownermarked “Filed pursuant to Notice

(disregarded entity).2004-36.” See General Instruction L of By Phone and In Person
Form 990-PF for more information on You can order forms and publications by Other section 4947(a)(1) nonexemptfiling amended returns. calling 1-800-TAX-FORM charitable trusts. Section 4947(a)(1)

(1-800-829-3676). You can also get most nonexempt charitable trusts that are not
forms and publications at your local IRS treated as private foundations do not filePhotographs of Missing
office. Form 990-PF. However, they may need toChildren file Form 990, Return of OrganizationUse these electronic options to make

The Internal Revenue Service is a proud Exempt From Income Tax, or Formfiling and paying easier.
partner with the National Center for 990-EZ, Short Form Return of
Missing and Exploited Children. Organization Exempt From Income Tax.IRS E-Services Make
Photographs of missing children selected With either of these forms, the trust mustTaxes Easierby the Center may appear in instructions also file Schedule A (Form 990 or
on pages that would otherwise be blank. Now more than ever before, businesses 990-EZ), Organization Exempt Under
You can help bring these children home can enjoy the benefits of filing and paying Section 501(c)(3) (Except Private
by looking at the photographs and calling their federal taxes electronically. Whether Foundation), and Section 501(e), 501(f),
1-800-THE-LOST (1-800-843-5678) if you you rely on a tax professional or handle 501(k), 501(n), or Section 4947(a)(1)
recognize a child. you own taxes, the IRS offers you Nonexempt Charitable Trust
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Supplementary Information. (See Form (See section 4946(c) and the relatedC. Definitions990 and Form 990-EZ instructions.) regulations.)
g. For purposes of section 49431. A private foundation is a domestic

(excess business holdings), a disqualifiedor foreign organization exempt fromB. Which Parts To person also includes:income tax under section 501(a);
described in section 501(c)(3); and isComplete i. A private foundation that is
other than an organization described in effectively controlled (directly or indirectly)The parts of the form listed below do not
sections 509(a)(1) through (4). by the same persons who control theapply to all filers. See How to avoid filing

private foundation in question, orIn general, churches, hospitals,an incomplete return on this page for
ii. A private foundation to whichschools, and broadly publicly supportedinformation on what to do if a part or an

substantially all of the contributions wereorganizations are excluded from privateitem does apply.
made (directly or indirectly) by one orfoundation status by these sections.• Part I, column (c), applies only to
more of the persons described in a, b,These organizations may be required toprivate operating foundations and to
and c above, or members of their families,file Form 990 (or Form 990-EZ) instead ofnonoperating private foundations that
within the meaning of section 4946(d).Form 990-PF.have income from charitable activities.

h. For purposes of section 4958, a2. A nonexempt charitable trust• Part II, column (c), with the exception of disqualified person also includes donorstreated as a private foundation is a trustline 16, applies only to organizations and advisors relating to donor advisedthat is not exempt from tax under sectionhaving at least $5,000 in assets per funds, and the investment advisors of501(a) and all of the unexpired interestsbooks at some time during the year. Line sponsoring organizations.of which are devoted to religious,16, column (c), applies to all filers. 8. An organization is controlled by acharitable, or other purposes described in• Part IV does not apply to foreign foundation or by one or more disqualifiedsection 170(c)(2)(B), and for which aorganizations. persons with respect to the foundation ifdeduction was allowed under a section of• Parts V and VI do not apply to any of these persons may, by combiningthe Code listed in section 4947(a)(1).
organizations making an election under their votes or positions of authority,3. A taxable private foundation is an
section 41(e). require the organization to make anorganization that is no longer exempt
• Part X does not apply to foreign expenditure or prevent the organizationunder section 501(a) as an organization
foundations that check box D2 on page 1 from making an expenditure, regardlessdescribed in section 501(c)(3). Though it
of Form 990-PF unless they claim status of the method of control. “Control” ismay operate as a taxable entity, it will
as a private operating foundation. determined regardless of how thecontinue to be treated as a private

foundation requires the contribution to be• Parts XI and XIII do not apply to foreign foundation until that status is terminated
used.foundations that check box D2 on page 1 under section 507.

of Form 990-PF. However, check the box 4. A private operating foundation is an
at the top of Part XI. Part XI does not organization that is described under D. Other Forms You Mayapply to private operating foundations. section 4942(j)(3) or (5). It means any
Also, if the organization is a private private foundation that spends at least Need To File
operating foundation for any of the years 85% of the smaller of its adjusted net • Form W-2, Wage and Tax Statement.shown in Part XIII, do not complete the income (figured in Part I) or its minimum • Form W-3, Transmittal of Wage andportions that apply to those years. investment return (figured in Part X)

Tax Statements.directly for the active conduct of the• Part XIV applies only to private • Form 940, Employer’s Annual Federalexempt purpose or functions for which theoperating foundations. (FUTA) Tax Return.foundation is organized and operated and• Part XV applies only to foundations • Form 941, Employer’s Quarterlythat also meets the assets test, thehaving assets of $5,000 or more during Federal Tax Return.endowment test, or the support testthe year. This part does not apply to These forms are used to report social(discussed in Part XIV).certain foreign organizations. security, Medicare, and income taxes5. A nonoperating private foundation withheld by an employer and socialHow to avoid filing an incomplete is a private foundation that is not a private security and Medicare taxes paid by anreturn. operating foundation. employer.• Complete all applicable line items, 6. A foundation manager is an officer,
director, or trustee of a foundation, or an• Answer “Yes,” “No,” or “N/A” (not If income, social security, and
individual who has powers similar toapplicable) to each question on the Medicare taxes that must be withheld are
those of officers, directors, or trustees. Inreturn, not withheld or are not paid to the IRS, a
the case of any act or failure to act, the trust fund recovery penalty may apply.• Make an entry (including a zero when
term “foundation manager” may also The penalty is 100% of such unpaidappropriate) on all total lines, and
include employees of the foundation who taxes.• Enter “None” or “N/A” if an entire part have the authority to act.does not apply. This penalty may be imposed on all7. A disqualified person is:

persons (including volunteers, see below)a. A substantial contributor (seeSequencing Chart To Complete whom the IRS determines to beinstructions for Part VII-A, line 10, onthe Form responsible for collecting, accounting for,page 20);You may find the following chart helpful. It and paying over these taxes, and whob. A foundation manager;limits jumping from one part of the form to willfully did not do so.
c. A person who owns more than 20%another to compute an amount needed to

of a corporation, partnership, trust, or This penalty does not apply to anycomplete an earlier part. If you complete
unincorporated enterprise that is itself a volunteer, unpaid member of any board ofthe parts in the listed order, any
substantial contributor; trustees or directors of a tax-exemptinformation you may need from another

d. A family member of an individual organization, if this member:part will already be entered.
described in a, b, or c above; or • Is solely serving in an honorary

Step Part Step Part e. A corporation, partnership, trust, or capacity,
estate in which persons described in a, b, • Does not participate in the day-to-day

1 . . . . . . . IV  8 . . . . . . XII, lines 1 – 4 c, or d above own a total beneficial or financial activities of the organization,2 . . . . . . . I & II  9 . . . . . . V & VI
interest of more than 35%. and3 . . . . . . . Heading 10 . . . . . . XII, lines 5 – 6

4 . . . . . . . III 11 . . . . . . XI f. For purposes of section 4941 • Does not have actual knowledge of the
5 . . . . . . . VII-A 12 . . . . . . XIII (self-dealing), a disqualified person also failure to collect, account for, and pay6 . . . . . . . VIII 13 . . . . . . VII-B
7 . . . . . . . IX-A –  X 14 . . . . . . XIV –  XVII includes certain government officials. over these taxes.
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However, this exception does not apply if organization taxable income under original donee or another successor
it results in no person being liable for the section 527(f)(1). donee.) For successor donees, the form
penalty. must be filed only for any property thatForm 1128, Application To Adopt,

was transferred by the original doneeChange, or Retain a Tax Year. FormForm 990-T, Exempt Organization
after July 5, 1988.1128 is used to request approval from theBusiness Income Tax Return. Every

IRS to change a tax year or to adopt or Form 8275, Disclosure Statement.organization exempt from income tax
retain a certain tax year. Taxpayers and tax return preparersunder section 501(a) that has total gross

should attach this form to Form 990-PF toincome of $1,000 or more from all trades Form 2220, Underpayment of
disclose items or positions (except thoseor businesses that are unrelated to the Estimated Tax by Corporations. Form
contrary to a regulation—see Formorganization’s exempt purpose must file a 2220 is used by corporations and trusts
8275-R below) that are not otherwisereturn on Form 990-T. The form is also filing Form 990-PF to see if the foundation
adequately disclosed on the tax return.used by tax-exempt organizations to owes a penalty and to figure the amount
The disclosure is made to avoid parts ofreport other additional taxes including the of the penalty. Generally, the foundation
the accuracy-related penalty imposed foradditional tax figured in Part IV of Form is not required to file this form because
disregard of rules or substantial8621, Return by a Shareholder of a the IRS can figure the amount of any
understatement of tax. Form 8275 is alsoPassive Foreign Investment Company or penalty and bill the foundation for it.
used for disclosures relating to preparerQualified Electing Fund. However, complete and attach Form 2220
penalties for understatements due toeven if the foundation does not owe theForm 990-W, Estimated Tax on
unrealistic positions or for willful orpenalty if:Unrelated Business Taxable Income
reckless conduct.• The annualized income or the adjustedfor Tax-Exempt Organizations (and on

seasonal installment method is used, or Form 8275-R, Regulation DisclosureInvestment Income for Private
• The foundation is a “large Statement.  Use this form to discloseFoundations). Use of this form is
organization,” (see General Instruction O) any item on a tax return for which aoptional. It is provided only to aid you in
computing its first required installment position has been taken that is contrary todetermining your tax liability.
based on the prior year’s tax. Treasury regulations.Form 1041, U.S. Income Tax Return for If Form 2220 is attached, check the box Form 8300, Report of Cash PaymentsEstates and Trusts. Required of section on line 8, Part VI, on page 4 of Form Over $10,000 Received in a Trade or4947(a)(1) nonexempt charitable trusts 990-PF and enter the amount of any Business. Used to report cash amountsthat also file Form 990-PF. However, if penalty on this line. in excess of $10,000 that were receivedthe trust does not have any taxable
Form 4506, Request for Copy of Tax in a single transaction (or in two or moreincome under the income tax provisions
Return. Used by the organization or related transactions) in the course of a(subtitle A of the Code), it may use the
designated third party to get a complete trade or business (as defined in sectionfiling of Form 990-PF to satisfy its Form
copy of the organization’s return. 162).1041 filing requirement under section

6012. If this condition is met, check the Form 4506-A, Request for Public Form 8718, User Fee for Exempt
box for question 13, Part VII-A, of Form Inspection or Copy of Exempt or Organization Determination Letter
990-PF and do not file Form 1041. Political Organization IRS Form. Used Request. Used by a private foundation

to inspect or request a copy of an exempt that has completed a section 507Form 1041-ES, Estimated Income Tax
or political organization’s return, report, termination and seeks a determinationfor Estates and Trusts. Used to make
notice, or exemption application by the letter that it is now a public charity.estimated tax payments.
public or the organization. Form 8822, Change of Address. ThisForm 1096, Annual Summary and
Form 4720, Return of Certain Excise form is used by taxpayers to notify theTransmittal of U.S. Information
Taxes Under Chapters 41 and 42 of the IRS of changes in individual and businessReturns. Used to transmit Forms 1099,
Internal Revenue Code. Is primarily mailing addresses.1098, 5498, and W-2G to the IRS. Do not
used to determine the excise taxesuse it to transmit electronically or Form 8886-T. This form is used by animposed on:magnetically. exempt organization to disclose whether it• Acts of self-dealing between private was a party to a prohibited tax shelterForm 1098-C, Contributions of Motor foundations and disqualified persons, transaction.Vehicles, Boats, and Airplanes. • Failure to distribute income,

Information return for reporting Form 8868, Application for Extension• Excess business holdings,
contributions of qualified motor vehicles, of Time To File an Exempt• Investments that jeopardize the
boats, and airplanes from donors. Organization Return. This form is usedfoundation’s charitable purposes,

by an exempt organization to request an• Making political or other noncharitableForms 1099-INT, MISC, OID, and R.
automatic 3-month extension of time toexpenditures, andInformation returns for reporting certain
file its return and also to apply for an• Prohibited tax shelter transactions.interest; miscellaneous income (for
additional (not automatic) 3-monthexample, payments to providers of health Form 5500, Annual Return/Report of
extension if the initial 3-month extensionand medical services, miscellaneous Employee Benefit Plan.  Is used to
is not enough time.income payments, and nonemployee report information concerning employee

compensation); original issue discount; Form 8870, Information Return forbenefit plans and Direct Filing Entities.
and distributions from retirement or Transfers Associated With CertainForm 8109, Federal Tax Deposit
profit-sharing plans, IRAs, SEPs or Personal Benefit Contracts.  Used toCoupon. Used by business entities to
SIMPLEs, and insurance contracts. identify those personal benefit contractsmake federal tax deposits.

for which funds were transferred to theForm 1120, U.S. Corporation Income Form 8282, Donee Information Return. organization, directly or indirectly, as wellTax Return. Filed by nonexempt taxable Required of the donee of “charitable as the transferors and beneficiaries ofprivate foundations that have taxable deduction property” that sells, exchanges, those contracts.income under the income tax provisions or otherwise disposes of the property
(subtitle A of the Code). The Form Form 8899, Notice of Income fromwithin 2 years after the date it received
990-PF annual information return is also Donated Intellectual Property.  Use thisthe property. Also required of any
filed by these taxable foundations. form to report income from qualifiedsuccessor donee that disposes of

intellectual property.Form 1120-POL, U.S. Income Tax charitable deduction property within 2
Return for Certain Political years after the date that the donor gave Forms 8921 and 8922. These forms are
Organizations. Section 501(c) the property to the original donee. (It does used by an exempt organization to report
organizations must file Form 1120-POL if not matter who gave the property to the its direct or indirect acquisition of certain
they are treated as having political successor donee. It may have been the insurance contracts.
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• Notes to financial statements, If there is a state reporting requirementE. Useful Publications • Additional financial schedules, to file a copy of Form 990-PF with a state
The following publications may be helpful • A report on the financial statements by official other than the attorney general (for
in preparing Form 990-PF: an independent accountant, and instance, the secretary of state), then the
• Publication 525, Taxable and • Answers to additional questions and foundation managers must also send a
Nontaxable Income, other information. copy of the Form 990-PF and Form 4720
• Publication 583, Starting a Business (if applicable) to the attorney general ofEach jurisdiction may require theand Keeping Records, that state.additional material to be presented on• Publication 598, Tax on Unrelated forms they provide. The additionalBusiness Income of Exempt H. Accounting Periodinformation does not have to be submittedOrganizations, with the Form 990-PF filed with the IRS. • File the 2006 return for the calendar• Publication 910, IRS Guide to Free Tax

year 2006 or fiscal year beginning inIf required information is not providedServices,
2006. If the return is for a fiscal year, fill into a state, the organization may be asked• Publication 1771, Charitable
the tax year space at the top of the return.by the state to provide it or to submit anContributions—Substantiation and • The return must be filed on the basis ofamended return, even if the Form 990-PFDisclosure Requirements, and
the established annual accounting periodis accepted by the IRS as complete.• Publication 3833, Disaster Relief,
of the organization. If the organization hasProviding Assistance Through Charitable Amended returns. If the organization no established accounting period, theOrganizations. submits supplemental information or files return should be on the calendar-yearan amended Form 990-PF with the IRS, it basis.Publications and forms are available at no must also include a copy of the • For initial or final returns or a change incharge through IRS offices or by calling information or amended return to any accounting period, the 2006 form may1-800-TAX-FORM (1-800-829-3676). state with which it filed a copy of Form also be used as the return for a short990-PF. period (less than 12 months) endingF. Use of Form 990-PF To Method of accounting. Many states November 30, 2007, or earlier.

require that all amounts be reportedSatisfy State Reporting In general, to change its accountingbased on the accrual method of
period the organization must file FormRequirements accounting.
990-PF by the due date for the shortSome states and local government units Time for filing may differ. The time for period resulting from the change. At thewill accept a copy of Form 990-PF and filing Form 990-PF with the IRS may differ top of this short period return, writerequired attachments instead of all or part from the time for filing state reports. “Change of Accounting Period.”of their own financial report forms.

If the organization changed itsIf the organization plans to use Form G. Furnishing Copies of
accounting period within the990-PF to satisfy state or local filing Form 990-PF to State 10-calendar-year period that includes therequirements, such as those from state
beginning of the short period, and it had acharitable solicitation acts, note the Officials
Form 990-PF filing requirement at anyfollowing. The foundation managers must furnish a time during that 10-year period, it mustDetermine state filing requirements. copy of the annual return Form 990-PF also attach a Form 1128 to theConsult the appropriate officials of all (and Form 4720 (if applicable)) to the short-period return. See Rev. Proc. 85-58,states and other jurisdictions in which the attorney general of: 1985-2 C.B. 740.organization does business to determine • Each state required to be listed in Part

their specific filing requirements. “Doing VII-A, line 8a, I. Accounting Methodsbusiness” in a jurisdiction may include • The state in which the foundation’s
any of the following: Generally, you should report the financialprincipal office is located, and• Soliciting contributions or grants by information requested on the basis of the• The state in which the foundation was
mail or otherwise from individuals, accounting method the foundationincorporated or created.
businesses, or other charitable regularly uses to keep its books andA copy of the annual return must beorganizations, records.sent to the attorney general at the same• Conducting programs, Exception. Complete Part I, column (d)time the annual return is filed with the• Having employees within that on the cash receipts and disbursementsIRS.jurisdiction, or method of accounting.Other requirements. If the attorney• Maintaining a checking account or

general or other appropriate state officialowning or renting property there. J. When, Where, and Howof any state requests a copy of the annualMonetary tests may differ. Some or all
return, the foundation managers mustof the dollar limitations that apply to Form To File
give them a copy of the annual return.990-PF when filed with the IRS may not
Exceptions. These rules do not apply toapply when using Form 990-PF instead of This return must be filed by the 15th day
any foreign foundation which, from thestate or local report forms. IRS dollar of the 5th month following the close of the
date of its creation, has received at leastlimitations that may not meet some state foundation’s accounting period. If the
85% of its support (excluding grossrequirements are the $5,000 total assets regular due date falls on a Saturday,
investment income) from sources outsideminimum that requires completion of Part Sunday, or legal holiday, file by the next
the United States. (See GeneralII, column (c), and Part XV; and the business day. If the return is filed late,
Instruction S for other exceptions that$50,000 minimum for listing the highest see General Instruction M.
affect this type of organization.)paid employees and for listing

In case of a complete liquidation,professional fees in Part VIII. Coordination with state reporting
dissolution, or termination, file the returnAdditional information may be requirements. If the foundation
by the 15th day of the 5th month followingrequired. State and local filing managers submit a copy of Form 990-PF
complete liquidation, dissolution, orrequirements may require attaching to and Form 4720 (if applicable) to a state
termination.Form 990-PF one or more of the attorney general to satisfy a state

following: reporting requirement, they do not have to To file the return, mail or deliver it to:
• Additional financial statements, such as furnish a second copy to that attorney
a complete analysis of functional general to comply with the Internal Internal Revenue Service Centerexpenses or a statement of changes in Revenue Code requirements discussed in
net assets, this section. Ogden, UT 84201-0027
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Private delivery services. You can use the return. See the instructions for line 9 4940 (or 4948 if an exempt foreign
certain private delivery services of Part VI on page 20. organization), the penalties imposed by
designated by the IRS to meet the “timely section 6651 for not filing a return (withoutIf the organization files an amended
mailing as timely filing/paying” rule for tax reasonable cause) also apply.return to claim a refund of tax paid under
returns and payments. These private There are also criminal penalties forsection 4940 or 4948, it must file the
delivery services include only the willful failure to file and for filing fraudulentamended return within 3 years after the
following. returns and statements. See sectionsdate the original return was filed, or within• DHL Express (DHL): DHL “Same Day” 7203, 7206, and 7207.2 years from the date the tax was paid,
Service, DHL Next Day 10:30 AM, DHL whichever date is later.
Next Day 12:00 PM, DHL Next Day 3:00 N. Penalties for Not PayingState reporting requirements. SeePM, and DHL 2nd Day Service.

Amended returns under General Tax on Time• Federal Express (FedEx): FedEx
Instruction F.Priority Overnight, FedEx Standard There is a penalty for not paying tax when
Need a copy of an old return or form?Overnight, FedEx 2Day, FedEx due (section 6651). The penalty generally
Use Form 4506 to obtain a copy of aInternational Priority, FedEx International is 1/2 of 1% of the unpaid tax for each
previously filed return. You can obtainFirst. month or part of a month the tax remains
blank forms for prior years by calling• United Parcel Service (UPS): UPS Next unpaid, not to exceed 25% of the unpaid
1-800-TAX-FORM (1-800-829-3676).Day Air, UPS Next Day Air Saver, UPS tax. If there was reasonable cause for not

2nd Day Air, UPS Next Day A.M., UPS paying the tax on time, the penalty can be
Worldwide Express Plus, and UPS M. Penalty for Failure To waived. However, interest is charged on
Worldwide Express. any tax not paid on time, at the rateFile Timely, Completely, or provided by section 6621.The private delivery service can tell

Correctlyyou how to get written proof of the mailing Estimated tax penalty. The section
date. 6655 penalty for failure to pay estimatedTo avoid filing an incomplete return or

tax applies to the tax on net investmenthaving to respond to requests for missing
income of domestic private foundationsinformation, see General Instruction B.Electronic Filing
and section 4947(a)(1) nonexemptThe foundation can file its Form 990-PF Against the organization. If an
charitable trusts. The penalty also applieselectronically. However, if the foundation organization does not file timely and
to any tax on unrelated business incomefiles at least 250 returns during the completely, or does not furnish the correct
of a private foundation. Generally, if acalendar year, it must file Form 990-PF information, it must pay $20 for each day
private foundation’s tax liability is $500 orelectronically. If the foundation must file a the failure continues ($100 a day if it is a
more and it did not make the requiredreturn electronically but does not, the large organization), unless it can show
payments on time, then it is subject to theorganization is considered to have not that the failure was due to reasonable
penalty.filed its return. See Temporary cause. Those filing late (after the due

 For more details, see the discussionRegulations section 301.6033-4T for date, including extensions) must attach
of Form 2220 in General Instruction D.more information. For additional an explanation to the return. The

information on the electronic filing maximum penalty for each return will not
O. Figuring and Payingrequirement, visit www.irs.gov/efile. exceed the smaller of $10,000 ($50,000

for a large organization) or 5% of the Estimated TaxThe IRS may waive the gross receipts of the organization for the
requirements to file electronically A domestic exempt private foundation, ayear.
in cases of undue hardship. For domestic taxable private foundation, or a

TIP

Large organization. A largemore information on filing a waiver, see nonexempt charitable trust treated as aorganization is one that has grossNotice 2005-88, 2005-48 I.R.B. 1060, private foundation must make estimatedreceipts exceeding $1 million for the taxavailable at www.irs.gov/irb/2005-48_IRB/ tax payments for the excise tax based onyear.index.html. investment income if it can expect its
Gross receipts. Gross receipts estimated tax (section 4940 tax minus

means the gross amount received duringK. Extension of Time To allowable credits) to be $500 or more.
the foundation’s annual accounting period The number of installment payments itFile from all sources without reduction for any must make under the depository method

A foundation uses Form 8868 to request costs or expenses. is determined at the time during the year
an extension of time to file its return. that it first meets this requirement. ForTo figure the foundation’s gross

calendar-year taxpayers, the first depositAn automatic 3-month extension will receipts, start with Part I, line 12, column
of estimated taxes for a year generallybe granted if you properly complete this (a), then add to it lines 6b and 10b, then
should be made by May 15 of the year.form, file it, and pay any balance due by subtract line 6a from that amount.

the due date for Form 990-PF. Although Form 990-W is used primarilyAgainst the responsible person. The
to compute the installment payments ofIf more time is needed, Form 8868 is IRS will make written demand that the
unrelated business income tax, it is alsoalso used to request an additional delinquent return be filed or the
used to determine the timing andextension of up to 3 months. However, information furnished within a reasonable
amounts of installment payments of thethese extensions are not automatically time after the mailing of the notice of the
section 4940 tax based on investmentgranted. To obtain this additional demand. The person failing to comply
income. Compute separately any requiredextension of time to file, you must show with the demand on or before the date
deposits of excise tax based onreasonable cause for the additional time specified will have to pay $10 for each
investment income and unrelatedrequested. day the failure continues, unless there is
business income tax.reasonable cause. The maximum penalty

imposed on all persons for any one returnL. Amended Return To figure the estimated tax for the
is $5,000. If more than one person is excise tax based on investment income,To change the organization’s return for
liable for any failures, all such persons apply the rules of Part VI to your tax yearany year, file an amended return,
are jointly and severally liable for such 2007 estimated amounts for that part.including attachments, with the correct
failures (see section 6652(c)). Enter the tax you figured on line 10a ofinformation. The amended return must

Form 990-W.provide all the information required by the Other penalties. Because this return
form and instructions, not just the new or also satisfies the filing requirements of a The Form 990-W line items and
corrected information. Check the tax return under section 6011 for the tax instructions for large organizations also
“Amended Return” box in G at the top of on investment income imposed by section apply to private foundations. For
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purposes of paying the estimated tax on 1. The date the original return wasDeposits With Form 8109
net investment income, a “large filed or required to be filed, orIf the foundation does not use EFTPS,
organization” is one that had net 2. The date the return was required todeposit estimated tax payments and any
investment income of $1 million or more be filed.balance due for the excise tax based on
for any of the 3 tax years immediately • Form 990-T, if it was used to report anyinvestment income with Form 8109,
preceding the tax year involved. tax on unrelated business income.Federal Tax Deposit Coupon. If you do

not have a preprinted Form 8109, use Exemption application. An applicationPenalty. A foundation that does not pay
Form 8109-B to make deposits. You can for tax exemption includes (except asthe proper estimated tax when due may
get this form only by calling described later):be subject to the estimated tax penalty for
1-800-829-4933. Be sure to have your • Any prescribed application form (suchthe period of the underpayment. (See
employer identification number (EIN) as Form 1023 or Form 1024),sections 6655(b) and (d) and the Form
ready when you call. • All documents and statements the IRS2220 instructions.)

requires an applicant to file with the form,Do not send deposits directly to an IRS • Any statement or other supportingSpecial Rules office; otherwise, the foundation may
document submitted in support of thehave to pay a penalty. Mail or deliver theSection 4947(a)(1) nonexempt application, andcompleted Form 8109 with the paymentcharitable trusts. Form 1041-ES should • Any letter or other document issued byto an authorized depositary, such as abe used to pay any estimated tax on the IRS concerning the application.commercial bank or other financialincome subject to tax under section 1.

An application for tax exemption doesinstitution authorized to accept federal taxForm 1041-ES also contains the
not include:deposits.estimated tax rules for paying the tax on • Any application for tax exemption filedthat income. Make checks or money orders payable before July 15, 1987, unless the privateto the depositary. To help ensure properTaxable private foundations.  Form foundation filing the application had acrediting, write the foundation’s EIN, the1120-W should be used to figure any copy of the application on July 15, 1987,tax period to which the deposit applies,estimated tax on income subject to tax orand “Form 990-PF” on the check orunder section 11. Form 1120-W contains • Any material that is not available formoney order. Be sure to darken thethe estimated tax rules for paying the tax public inspection under section 6104.990-PF box on the coupon. Records ofon that income. these deposits will be sent to the IRS. Who Must Make the Annual
Returns and ExemptionFor more information on deposits, seeP. Tax Payment Methods Application Available for Publicthe instructions in the coupon booklet

(Form 8109) and Pub. 583, Starting afor Domestic Private Inspection?
Business and Keeping Records. The foundation’s Form 990-PF andFoundations

exemption application must be madeSpecial Payment Option forWhether the foundation uses the available to the public by the foundationdepository method of tax payment or the Small Foundations and the IRS. The foundation’s Formspecial option for small foundations, it A private foundation may enclose a check 990-T must be made available to themust pay the tax due (see Part VI) in full or money order, payable to the United public only by the foundation.by the 15th day of the 5th month after the States Treasury, with the Form 990-PF or
end of its tax year. A foundation filing the Form 990-TForm 8868, if it meets all of the following

only to request a credit for federalrequirements:Depository Method of Tax telephone excise taxes paid does
TIP

1. The foundation must not bePayment not have to make the Form 990-Trequired to use EFTPS,
available for public inspection.Some foundations (described below) are 2. The tax based on investment

required to electronically deposit all income shown on line 5, Part VI of Form How Does a Private Foundation
depository taxes, including their tax 990-PF is less than $500, and Make Its Annual Returns andpayments for the excise tax based on 3. If Form 8868 is used, the amount Exemption Applicationinvestment income. entered on line 3a of Part I or line 8a of

Available for Public Inspection?Part II of Form 8868 must be less than
Electronic Deposit Requirement A private foundation must make its annual$500 and it must be the full balance due.
The foundation must make electronic returns and exemption application
deposits of all depository taxes (such as Be sure to write “2006 Form 990-PF” available in two ways:
employment tax or the excise tax based and the foundation’s name, address, and • By office visitation, and
on investment income) using the EIN on its check or money order. • By providing copies or making them
Electronic Federal Tax Payment System widely available.

Foreign organizations should see(EFTPS) in 2007 if: Public Inspection by Officethe instructions for Part VI, line 9.• The total deposits of such taxes in
VisitationCAUTION

!
2005 were more than $200,000, or

A private foundation must make its annual• The foundation was required to use
returns and exemption applicationEFTPS in 2006. Q. Public Inspection
available for public inspection without

If the foundation is required to use Requirements charge at its principal, regional, and
EFTPS and fails to do so, it may be district offices during regular businessA private foundation must make its annual
subject to a 10% penalty. If the foundation hours.returns and exemption application
is not required to use EFTPS, it may available for public inspection. Conditions that may be set for publicparticipate voluntarily. To enroll in or get

inspection at the office.  A privatemore information about EFTPS, call Definitions foundation:1-800-555-4477. To enroll online, visit
Annual returns. Annual returns include • May have an employee present,www.irs.gov.
an exact copy of the following documents • Must allow the individual conducting

Depositing on time. For deposits made as filed with the IRS: the inspection to take notes freely during
by EFTPS to be on time, the foundation • Form 990-PF, including all schedules, the inspection, and
must initiate the transaction at least 1 attachments, supporting documents, and • Must allow an individual to make
business day before the date the deposit any amended returns, that is 3 or fewer photocopies of documents at no charge
is due. years old from: but only if the individual brings
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photocopying equipment to the place of foundation’s principal, regional, or district • If an advance payment is required,
inspection. offices during regular business hours on copies must be provided within 30 days

the same day that the individual makes from the date payment is received.Determining if a site is a regional or
the request. • If the private foundation requiresdistrict office. A regional or district office

payment in advance and it receives ais any office of a private foundation, other Accepted delay in fulfilling an
request without payment or withthan its principal office, that has paid in-person request.  If unusual
insufficient payment, it must notify theemployees whose total number of paid circumstances exist and fulfilling a
requester of the prepayment policy andhours a week are normally 120 hours or request on the same day places an
the amount due within 7 days from themore. Include the hours worked by unreasonable burden on the private
date it receives the request.part-time (as well as full-time) employees foundation, it must provide copies by the
• A request that is transmitted to thein making that determination. earlier of:
private foundation by email or fax is• The next business day following theWhat sites are not considered a
considered received the day the requestday that the unusual circumstances end,regional or district office.  A site is not
is transmitted successfully.orconsidered a regional or district office if: • Requested documents can be emailed• The fifth business day after the date of1. The only services provided at the instead of the traditional method ofthe request.site further the foundation’s exempt mailing if the requester consents to thisExamples of unusual circumstancespurposes (for example, day care, health method.include:care, or scientific or medical research),

• Receipt of a volume of requests (forand A document copy is considered as
document copies) that exceeds the2. The site does not serve as an office provided on the:
private foundation’s daily capacity tofor management staff, other than • Postmark date,
make copies,managers who are involved only in • Private delivery date,• Requests received shortly before themanaging the exempt function activities at • Registration date for certified or
end of regular business hours that requirethe site. registered mail,
an extensive amount of copying, or • Postmark date on the sender’s receiptWhat if the private foundation does not • Requests received on a day when the for certified or registered mail, ormaintain a permanent office? If the organization’s managerial staff capable of • Day the email is successfullyprivate foundation does not maintain a fulfilling the request is conducting official

transmitted (if the requester agreed to thispermanent office, it will comply with the duties (for instance, student registration
method).public inspection by office visitation or attending an off-site meeting or

requirement by making the annual returns convention) instead of its regular Requests for parts of a documentand exemption application available at a administrative duties. copy. A person can request all or anyreasonable location of its choice. It must specific part or schedule of the annualUse of local agents for providingpermit public inspection: returns or exemption application and thecopies. A private foundation may use a• Within a reasonable amount of time private foundation must fulfill their requestlocal agent to handle in-person requestsafter receiving a request for inspection for a copy.for document copies. If a private(normally, not more than 2 weeks), and
foundation uses a local agent, it must• At a reasonable time of day. Can an agent be used to provideimmediately provide the local agent’s copies? A private foundation can use anOptional method of complying. If a name, address, and telephone number to agent to provide document copies for theprivate foundation that does not have a the requester. written requests it receives. However, thepermanent office wishes not to allow an

The local agent must: agent must provide the document copiesinspection by office visitation, it may mail • Be located within reasonable proximity under the same conditions that area copy of the requested documents
to the principal, regional, or district office imposed on the private foundation itself.instead of allowing an inspection.
where the individual makes the request, Also, if an agent fails to provide theHowever, it must mail the documents
and documents as required, the privatewithin 2 weeks of receiving the request • Provide document copies within the foundation will continue to be subject toand may charge for copying and postage
same time frames as the private penalties.only if the requester consents to the
foundation.charge. Example. The ABC Foundation
Written requests for document copies.Private foundations with a retained an agent to provide copies for all
If a private foundation receives a writtenpermanent office but limited or no written requests for documents. However,
request for a copy of its annual returns orhours. Even if a private foundation has a ABC Foundation received a request for
exemption application (or parts of thesepermanent office but no office hours or document copies before the agent did.
documents), it must give a copy to thevery limited hours during certain times of
requester. However, this rule only applies The deadline for providing a responsethe year, it must still meet the office
if the request: is referenced by the date that the ABCvisitation requirement. To meet this
• Is addressed to a private foundation’s Foundation received the request and notrequirement during those periods when
principal, regional, or district office, when the agent received it. If the agentoffice hours are limited or not available,
• Is delivered to that address by mail, received the request first, then afollow the rules above under, What if the
electronic mail (email), facsimile (fax), or response would be referenced to the dateprivate foundation does not maintain a
a private delivery service approved by the that the agent received it.permanent office?
IRS (see Private delivery services on

Can a fee be charged for providingPublic Inspection—Providing page 6 for a list), and
copies? A private foundation mayCopies • Gives the address to which the
charge a reasonable fee for providingdocument copies should be sent.A private foundation must provide copies
copies. Also, it can require the fee to beof its annual returns or exemption How and when a written request is paid before providing a copy of theapplication to any individual who makes a fulfilled. requested document.request for a copy in person or in writing • Requested document copies must be

unless it makes these documents widely mailed within 30 days from the date the What is a reasonable fee? A fee is
available. private foundation receives the request. reasonable only if it is no more than the
In-person requests for document • Unless other evidence exists, a request per-page copying fee charged by the IRS
copies. A private foundation must or payment that is mailed is considered to for providing copies, plus no more than
provide copies to any individual who be received by the private foundation 7 the actual postage costs incurred to
makes a request in person at the private days after the postmark date. provide the copies.
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What forms of payment must the • The document is posted on a World make the exemption application available
private foundation accept? The form of Wide Web page that the private for public inspection.
payment depends on whether the request foundation establishes and maintains, or Any person who willfully fails to complyfor copies is made in person or in writing. • The document is posted as part of a with the section 6104(d) public inspection

database of like documents of otherCash and money order must be requirements is subject to an additional
tax-exempt organizations on a Worldaccepted for in-person requests for penalty of $5,000 (section 6685).
Wide Web page established anddocument copies. The private foundation,
maintained by another entity. Requirements Placed on theif it wishes, may accept additional forms

2. Additional posting information IRSof payment.
requirement—This is met if: A private foundation’s Form 990-PF andCertified check, money order, and • The World Wide Web page through approved exemption application may beeither personal check or credit card must which the document is available clearly inspected by the public at an IRS officebe accepted for written requests for informs readers that the document is for your area or at the IRS National Officedocument copies. The private foundation, available and provides instructions for in Washington, DC.if it wishes, may accept additional forms downloading the document;

of payment. To request a copy or to inspect a Form• After it is downloaded and viewed,
990-PF or an approved exemptionOther fee information. If a private the web document exactly reproduces the
application, complete Form 4506-A.foundation provides a requester with image of the annual returns or exemption
Generally, there is a charge fornotice of a fee and the requester does not application as it was originally filed with
photocopying.pay the fee within 30 days, it may ignore the IRS, except for any information

the request. permitted by statute to be withheld from Also, the IRS can provide a complete
public disclosure; and set of Forms 990-PF filed for a year onIf a requester’s check does not clear • Any individual with access to the CD-ROM. A partial set of Forms 990-PFon deposit, it may ignore the request.
Internet can access, download, view, and filed by state or by month is alsoIf a private foundation does not require print the document without special available. Call 1-877-829-5500 or write toprepayment and the requester does not computer hardware or software required the address below for details.prepay, the private foundation must for that format (except software that is

receive consent from the requester if the readily available to members of the public
copying and postage charge without payment of any fee) and without
exceeds $20. Internal Revenue Servicepayment of a fee to the private foundation

or to another entity maintaining the webPrivate foundations subject to a TE/GE Customer Account Services
page.harassment campaign. If the IRS

P.O. Box 2508determines that a private foundation is 3. Reliability and accuracy
being harassed, it is not required to requirements—To meet this, the entity Cincinnati, OH 45201
comply with any request for copies that it maintaining the World Wide Web page
reasonably believes is part of the must: R. Disclosures Regarding
harassment campaign. • Have procedures for ensuring the

Certain Information andreliability and accuracy of the documentA group of requests for a private
that it posts on the page;foundation’s annual returns or exemption Services Furnished• Take reasonable precautions toapplication is indicative of a harassment A section 501(c) organization that offersprevent alteration, destruction, orcampaign if the requests are part of a to sell or solicits money for specificaccidental loss of the document whensingle coordinated effort to disrupt the information or a routine service to anyposted on its page; andoperations of the private foundation rather individual that could be obtained by the• Correct or replace the document if athan to collect information about it. individual from a Federal Governmentposted document is altered, destroyed, or

agency free or for a nominal charge mustSee Regulations section lost.
disclose that fact conspicuously when301.6104(d)-3 for more information. 4. Notice requirement—To meet this, making such offer or solicitation.Requests that may be disregarded a private foundation must notify any

without IRS approval. A private Any organization that intentionallyindividual requesting a copy of its annual
foundation may disregard any request for disregards this requirement will be subjectreturns and/or exemption application
copies of all or part of any document to a penalty for each day the offers orwhere the documents are available
beyond the first two received within any solicitations are made. The penalty is the(including the Internet address). If the
30-day period or the first four received greater of $1,000 or 50% of the total costrequest is made in person, the private
within any 1-year period from the same of the offers and solicitations made onfoundation must notify the individual
individual or the same address. that day.immediately. If the request is in writing, it

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

who does not make the annual returns Possessionits exemption application if it makes these
(including all required attachments todocuments widely available. However, it If you apply any provision of any U.S. taxeach return) or the exemption applicationmust still allow public inspection by office treaty to compute the foundation’s taxableavailable for public inspection accordingvisitation. income, tax liability, or tax credits in ato the section 6104(d) rules discussed

manner different from the 990-PFHow does a private foundation make above. If more than one person fails to
instructions, attach an explanation.its annual returns and exemption comply, each person is jointly and

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

1. The Internet posting requirement— annual return is $10,000. There is no received at least 85% of its support (as
This is met if: maximum penalty amount for failure to defined in section 509(d), other than
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section 509(d)(4)) from sources outside have to comply with the notice and public If information is furnished establishing
the United States. inspection requirements of their return for a successful termination, then, for the

the termination year. final year of the termination period, theSection 4948(a) imposes a 4% tax on
organization should comply with the filingthe gross investment income from U.S. Filing date. See General Instruction J for
requirements for the type of public charitysources (such as income from dividends, the filing date.
it has become. See the Instructions forinterest, rents, payments received on Definitions. The term substantial Form 990 and Schedule A (Form 990 orsecurities loans (as defined in section contraction includes any partial liquidation 990-EZ) for details on filing requirements.512(a)(5)), and royalties not reported on or any other significant disposition of This applies even if the IRS has notForm 990-T) of an exempt foreign private assets. However, this does not include confirmed that the organization hasfoundation. This tax replaces the section transfers for full and adequate terminated its private foundation status by4940 tax on the net investment income of consideration or distributions of current the time the return for the final year of thea domestic private foundation. To pay any income. termination is due (or would be due if atax due, see the instructions for Part VI,
return were required).A significant disposition of assets doesline 9.

not include any disposition for a tax year The organization will be allowed aTaxable foreign private foundations if: reasonable period of time to file anyand foreign section 4947(a)(1) nonexempt
private foundation returns required (for1. The total of the dispositions for thecharitable trusts are not subject to the
the last year of the termination period) buttax year is less than 25% of the fairexcise taxes under sections 4948(a) and
not previously filed if it is later determinedmarket value of the net assets of the4940, but are subject to income tax under
that the organization did not terminate itsorganization at the beginning of the taxsubtitle A of the Code.
private foundation status. Interest on anyyear, and

Certain foreign foundations are not tax due will be charged from the original2. The total of the related dispositions
required to send copies of annual returns due date of the Form 990-PF, butmade during prior tax years (if a
to state officials, or comply with the public penalties under sections 6651 and 6652disposition is part of a series of related
inspection and notice requirements of will not be assessed if the Form 990-PF isdispositions made during these prior tax
annual returns. (See General Instructions filed within the period allowed by the IRS.years) is less than 25% of the fair market
G and Q.) value of the net assets of the organization

at the beginning of the tax year in which V. Special Rules forT. Liquidation, Dissolution, any of the series of related dispositions Section 507(b)(1)(B)was made.Termination, or
TerminationsSubstantial Contraction The facts and circumstances of the If the organization is terminating itsparticular case will determine whether aIf there is a liquidation, dissolution, private foundation status under thesignificant disposition has occurredtermination, or substantial contraction 60-month provisions of sectionthrough a series of related dispositions.(defined below) of the organization, 507(b)(1)(B), special rules apply. (SeeOrdinarily, a distribution described inattach: General Instructions T and U.) Undersection 170(b)(1)(E)(ii) (relating to private• A statement to the return these rules, the organization may filefoundations making qualifyingexplaining it, Form 990-PF without paying the taxdistributions out of corpus equal to 100%• A certified copy of the liquidation plan, based on investment income if it filed aof contributions received during theresolution, etc. (if any) and all consent under section 6501(c)(4) with itsfoundation’s tax year) will not be takenamendments or supplements that were notification to the TE/GE Customerinto account as a significant disposition ofnot previously filed, Account Services at the Cincinnatiassets. See Regulations section• A schedule that lists the names and address given in General Instruction U of1.170A-9(g)(2).addresses of all recipients of assets, and its intention to begin a section• An explanation of the nature and fair 507(b)(1)(B) termination. The consent

market value of the assets distributed to U. Filing Requirements provides that the period of limitation on
each recipient. the assessment of tax under Chapter 42,During Section
Additional requirements. For a based on investment income for any tax507(b)(1)(B) Terminationcomplete corporate liquidation or trust year in the 60-month period, will not
termination, attach a statement as to expire until at least 1 year after the periodAlthough an organization terminating its
whether a final distribution of assets was for assessing a deficiency for the last taxprivate foundation status under section
made and the date it was made (if year in which the 60-month period would507(b)(1)(B) may be regarded as a public
applicable). normally expire. Any foundation notcharity for certain purposes, it is

paying the tax when it files Form 990-PFconsidered a private foundation for filingAlso, an organization must indicate:
must attach a copy of the signed consent.requirement purposes and it must file an• That it has ceased to exist, check the

annual return on Form 990-PF. The return“Final Return” box in G at the top of page If the foundation did not file the
must be filed for each year in the1 of the return, or consent, the tax must be paid in the
60-month termination period, if that period• Is terminating its private foundation normal manner as explained in General
has not expired before the due date of thestatus under section 507(b)(1)(B), see Instructions O and P. The organization
return.General Instructions U and V, or may file a claim for refund after

• Is voluntarily terminating its private completing termination or during theRegulations under section 507(b)(1)
foundation status under section 507(a)(1) termination period. The claim for refund(B)(iii) specify that within 90 days after the
and owes a termination tax, send the must be filed on time and the organizationend of the termination period the
notice (and tax payment, if applicable) must supply information establishing thatorganization must supply information to
required by Rev. Rul. 2003-13, 2003-4 it qualified as a public charity for thethe IRS establishing that it has terminated
I.R.B. 305, and Rev. Rul. 2002-28, period for which it paid the tax.its private foundation status and,
2002-20, I.R.B. 941 (2002-1 C.B., 941) to therefore, qualifies as a public charity.
the Manager, Exempt Organizations W. Rounding, Currency,Send the information to:
Determinations, at the address given in and AttachmentsInternal Revenue ServiceGeneral Instruction U.
Relief from public inspection Rounding off to whole dollars. YouTE/GE Customer Account Services
requirements. If the organization has may round off cents to whole dollars onP.O. Box 2508terminated its private foundation status your return and schedules. If you do
under section 507(b)(1)(A), it does not Cincinnati, OH 45201 round to whole dollars, you must round all
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amounts. To round, drop amounts under the foundation does not have a This amount should be the same
50 cents and increase amounts from 50 telephone, enter a telephone number of a as the figure reported in Part II,
to 99 cents to the next dollar. For foundation official who can provide this column (c), line 16.

TIP

example, $1.39 becomes $1 and $2.50 information during normal business hours.
becomes $3. Part I—Analysis ofD2—Foreign Organizations

If you have to add two or more If the foreign organization meets the 85% Revenue and Expensesamounts to figure the amount to enter on test of Regulations section 53.4948-1(b),a line, include cents when adding the then: Column Instructionsamounts and round off only the total. • Check the box in D2 on page 1 of Form The total of amounts in columns (b), (c),Currency and language requirements. 990-PF, and (d) may not necessarily equal theReport all amounts in U.S. dollars (state • Check the box at the top of Part XI, amounts in column (a).conversion rate used). Report all items in • Do not fill in Parts XI and XIII,
total, including amounts from both U.S. The amounts entered in column (a)• Do not fill in Part X unless it is claiming
and non-U.S. sources. All information and on line 5b must be analyzed in Partstatus as a private operating foundation,
must be in English. XVI-A.and
Attachments. Use the schedules on • Attach the computation of the 85% test Column (a)—Revenue andForm 990-PF. If you need more space to Form 990-PF. Expenses per Booksuse attachments that are the same size E—Section 507(b)(1)(A) Enter in column (a) all items of revenueas the printed forms.

Terminations and expense shown in the books andOn each attachment, write:
records that increased or decreased theA private foundation that has terminated• “Form 990-PF,”
net assets of the organization. However,its status as such under section• The tax year,
do not include the value of services507(b)(1)(A), by distributing all its net• The corresponding schedule number or
donated to the foundation, or items suchassets to one or more public charitiesletter,
as the free use of equipment or facilities,without keeping any right, title, or interest• The organization’s name and EIN, and
in contributions received. Also, do notin those assets, should check the box in E• The information requested using the
include any expenses used to computeon page 1 of Form 990-PF. See Generalformat and line sequence of the printed
capital gains and losses on lines 6, 7, andInstructions Q and T.form.
8 or expenses included in cost of goodsAlso, show totals on the printed forms. F—60-Month Termination sold on line 10b.

Under Section 507(b)(1)(B)
Column (b)— Net InvestmentCheck the box in F on page 1 of Form IncomeSpecific Instructions 990-PF if the organization is terminating
All domestic private foundationsits private foundation status under the
(including section 4947(a)(1) nonexempt60-month provisions of sectionCompleting the Heading
charitable trusts) are required to pay an507(b)(1)(B) during the period covered byThe following instructions are keyed to excise tax each tax year on netthis return. To begin such a termination, aitems in the Form 990-PF heading. investment income.private foundation must have given

advance notice to TE/GE at the CincinnatiName and Address Exempt foreign foundations are
address given on page 10 and provided subject to an excise tax on grossIf the organization received a Form
the information outlined in Regulations investment income from U.S. sources.990-PF package from the IRS with a
section 1.507-2(b)(3). See General These foreign organizations shouldpeel-off label, please use it. If the name or
Instruction U for information regarding complete lines 3, 4, 5, 11, 12, and 27b ofaddress on the label is wrong, make
filing requirements during a section column (b) and report only incomecorrections on the label. The address
507(b)(1)(B) termination. derived from U.S. sources. No otherused must be that of the principal office of

income should be included. No expensesSee General Instruction V forthe foundation.
are allowed as deductions.information regarding payment of the taxInclude the suite, room, or other unit

based on investment income (computednumber after the street address. If the Definitions
in Part VI) during a section 507(b)(1)(B)post office does not deliver mail to the Gross investment income. Grosstermination.street address and the organization has a investment income is the total amount of

P.O. box, show the box number instead of H—Type of Organization investment income that was received by a
the street address. private foundation from all sources.Check the box for “Section 501(c)(3)

However, it does not include any incomeexempt private foundation” if theA—Employer Identification
subject to the unrelated business incomefoundation has a ruling or determinationNumber
tax. It includes interest, dividends, rents,letter from the IRS in effect thatThe organization should have only one payments with respect to securities loansrecognizes its exemption from federalemployer identification number. If it has (as defined in section 512(a)(5)), royaltiesincome tax as an organization describedmore than one number, notify the Internal received from assets devoted toin section 501(c)(3) or if the organization’sRevenue Service Center at the address charitable activities, income from notionalexemption application is pending with theshown under General Instruction J. principal contracts (as defined inIRS.Explain what numbers the organization Regulations section 1.863-7), annuities,Check the “Section 4947(a)(1)has, the name and address to which each substantially similar income from ordinarynonexempt charitable trust” box if thenumber was assigned, and the address of and routine investments, and income fromtrust is a nonexempt charitable trustthe organization’s principal office. The similar sources. Therefore, interesttreated as a private foundation. All others,IRS will then advise which number to use. received on a student loan is includible incheck the “Other taxable private
the gross investment income of a privateB—Telephone Number foundation” box.
foundation making the loan.Enter a foundation telephone number I—Fair Market Value of All(including the area code) that the public Net investment income. Net

Assetsand government regulators may use to investment income is the amount by
obtain information about the foundation’s In block I on page 1 of Form 990-PF, which the sum of gross investment
finances and activities. This information enter the fair market value of all assets income and the capital gain net income
should be available at this telephone the foundation held at the end of the tax exceeds the allowable deductions
number during normal business hours. If year. discussed later. Tax-exempt interest on
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governmental obligations and related interest that is excluded from lines 3 2. A charitable activity generated
expenses are excluded. and 4. $5,000 of income and $6,000 of

expenses. Report $5,000 of income andInvestment income. Include in column Column (c)—Adjusted Net Income $5,000 of expenses in column (c) and the(b) all or part of any amount from column
excess expenses of $1,000 in column (d).(a) that applies to investment income. Nonoperating private foundations

However, do not include in column (b) should see item 1 under Nonoperating private foundations. Theany income and related expenses Nonoperating private foundations
TIP

following rules apply to nonoperatingreported on Form 990-T. on this page to find out if they need to private foundations.complete column (c).For example, investment income from • If a nonoperating private foundationdebt-financed property unrelated to the Private operating foundations. All has no income from charitable activitiesorganization’s charitable purpose and organizations that claim status as private that would be reportable on line 10 or linecertain rents (and related expenses) operating foundations under section 11 of Part I, it does not have to make anytreated as unrelated trade or business 4942(j)(3) or (5) must complete all lines of entries in column (c).income should be reported on Form column (c) that apply, according to the • If a nonoperating private foundation990-T. Income from debt-financed general rules for income and expenses has income from charitable activities, itproperty that is not taxed under section that apply to this column, the specific line must report that income only on lines 10511 is taxed under section 4940. Thus, if instructions for lines 3–27c, the Special and/or 11 in column (c). Thesethe debt/basis percentage of a rule, and Examples 1 and 2 below. foundations do not need to report otherdebt-financed property is 80%, only 80% kinds of income and expenses (such asGeneral rules. In general, adjusted netof the gross income (and expenses) for investment income and expenses) inincome is the amount of a privatethat property is used to figure the section column (c).foundation’s gross income that is more511 tax on Form 990-T. The remaining • If a nonoperating private foundationthan the expenses of earning the income.20% of the gross income (and expenses) has income that it reports on lines 10 and/The modifications and exclusionsof that property is used to figure the or 11, report any expenses relating to thisexplained below are applied to grosssection 4940 tax on net investment income following the general rules andincome and expenses in figuring adjustedincome on Form 990-PF. (See Form the special rule. See Examples 1 and 2net income.990-T and its instructions for more above.For income and expenses, include oninformation.)
each line of column (c) only that portion ofInvestment expenses. Include in Column (d)—Disbursements for
the amount from column (a) that iscolumn (b) all ordinary and necessary Charitable Purposesapplicable to the adjusted net incomeexpenses paid or incurred to produce or Expenses entered in column (d) relate tocomputation.collect investment income from: interest, activities that constitute the charitable

dividends, rents, amounts received from Income. For column (c), include purpose of the foundation.
payments on securities loans (as defined income from charitable functions,
in section 512(a)(5)), royalties, income investment activities, short-term capital For amounts entered in column (d):
from notional principal contracts, gains from investments, amounts set • Use the cash receipts and
annuities, substantially similar income aside, and unrelated trade or business disbursements method of accounting no
from ordinary and routine investments, activities. Do not include gifts, grants, or matter what accounting method is used in
and income from similar sources; or for contributions, or long-term capital gains or keeping the books of the foundation;
the management, conservation, or losses. • Do not include any amount or part of an
maintenance of property held for the amount that is included in column (b) orExpenses. Deductible expenses
production of income that is taxable under (c);include the part of a private foundation’s
section 4940. • Include on lines 13–25 all expenses,operating expenses that is paid or

including necessary and reasonableIf any of the expenses listed in column incurred to produce or collect gross
administrative expenses, paid by the(a) are paid or incurred for both income reported on lines 3–11 of column
foundation for religious, charitable,investment and charitable purposes, they (c). If only part of the property produces
scientific, literary, educational, or othermust be allocated on a reasonable basis income includible in column (c),
public purposes, or for the prevention ofbetween the investment activities and the deductions such as interest, taxes, and
cruelty to children or animals;charitable activities so that only expenses rent must be divided between the • Include a distribution of property at thefrom investment activities appear in charitable and noncharitable uses of the
fair market value on the date thecolumn (b). Examples of allocation property. If the deductions for property
distribution was made; andmethods are given in the instructions for used for a charitable, educational, or • Include only the part entered in columnPart IX-A. other similar purpose are more than the
(a) that is allocable to the charitableincome from the property, the excess willLimitation. The deduction for purposes of the foundation.not be allowed as a deduction but may beexpenses paid or incurred in any tax year

treated as a qualifying distribution in Partfor producing gross investment income Example. An educational seminar
I, column (d). See Examples 1 and 2earned incident to a charitable function produced $1,000 in income that was
below.cannot be more than the amount of reportable in columns (a) and (c).

income earned from the function that is Expenses attributable to this charitableSpecial rule. The expenses attributable
includible as gross investment income for activity were $1,900. Only $1,000 ofto each specific charitable activity, limited
the year. expense should be reported in column (c)by the amount of income from the activity,

and the remaining $900 in expensemust be reported in column (c) on linesFor example, if rental income is
should be reported in column (d).13–26. If the expenses of any charitableincidentally realized in 2006 from historic

activity exceed the income generated bybuildings held open to the public, Qualifying distributions. Generally,that activity, only the excess of thesedeductions for amounts paid or incurred gifts and grants to organizationsexpenses over the income should bein 2006 for the production of this income described in section 501(c)(3), that havereported in column (d).may not be more than the amount of been determined to be publicly supported
rental income includible as gross Examples. charities (for example, organizations that
investment income in column (b) for 2006. 1. A charitable activity generated are not private foundations as defined in

Expenses related to tax-exempt $5,000 of income and $4,000 of section 509(a)), are qualifying
interest. Do not include on lines 13–23 expenses. Report all of the income and distributions only if the granting
of column (b) any expenses paid or expenses in column (c) and none in foundation does not control the public
incurred that are allocable to tax-exempt column (d). charity.
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The total of the expenses and services the foundation gave in return for on line 4. See section 1272 for more
disbursements on line 26 is also the contribution, unless: information.
entered on line 1a in Part XII to In column (b). Enter the amount of

TIP
a. The goods and services have

figure qualifying distributions. dividend and interest income, andinsubstantial value, or
payments on securities loans fromb. A statement is included that theseAlternative to completing lines 13–25.
column (a). Do not include interest ongoods and services consist solely ofIf you want to provide an analysis of
tax-exempt government obligations.intangible religious benefits.disbursements that is more detailed than

column (d), you may attach a schedule In column (c). Enter the amount of
Generally, if a charitable organizationinstead of completing lines 13–25. The dividends and interest income, and

solicits or receives a contribution of moreschedule must include all the specific payments on securities loans from
than $75 for which it gives the donoritems of lines 13–25, and the total from column (a). Include interest on
something in return (a quid pro quothe schedule must be entered in column tax-exempt government obligations.
contribution), the organization must(d), line 26. Line 5a—Gross rents.inform the donor, by written statement,

In column (a). Enter the gross rentalLine Instructions that the amount of the contribution
income for the year from investmentdeductible for federal income taxLine 1—Contributions, gifts, grants, property reportable on line 11 of Part II.purposes is limited to the amount byetc., received. Enter the total of gross

In columns (b) and (c). Enter thewhich the contribution exceeds the valuecontributions, gifts, grants, and similar
gross rental income from column (a).of the goods or services received by theamounts received.

donor. The written statement must also Line 5b—Net rental income or (loss).Schedule B (Form 990, 990-EZ, or provide the donor with a good-faith Figure the net rental income or (loss) for990-PF). If money, securities, or other estimate of the value of goods or services the year and enter that amount on theproperty valued at $5,000 or more was given in return for the contribution. entry line to the left of column (a).received directly or indirectly from any
Penalties. An organization that does Report rents from other sources onone person during the year, complete

not make the required disclosure for each line 11, Other income. Enter anySchedule B and attach it to the return. If
quid pro quo contribution will incur a expenses attributable to the rental incomethe foundation is not required to complete
penalty of $10 for each failure, not to reported on line 5, such as interest andSchedule B (no person contributed
exceed $5,000 for a particular fundraising depreciation, on lines 13–23.$5,000 or more), be sure to check the box
event or mailing, unless it can show Line 6a—Net gain or (loss) from saleon line 2.
reasonable cause for not providing the of assets. Enter the net gain or (loss) perTo determine whether a person has disclosure. books from all asset sales not included oncontributed $5,000 or more, total only

line 10.For more information. Seegifts of $1,000 or more from each person.
Regulations section 1.170A-13 for more For assets sold and not included inSeparate and independent gifts need not
information on charitable recordkeeping Part IV, attach a schedule showing:be totaled if less than $1,000. If a
and substantiation requirements. • Date acquired,contribution is in the form of property,

• Manner of acquisition,Line 2— Check this box if the foundationdescribe the property and include its fair
• Gross sales price,is not required to attach Sch. B.market value.
• Cost, other basis, or value at time ofLine 3—Interest on savings andThe term “person” includes individuals, acquisition (if donated) and which oftemporary cash investments.fiduciaries, partnerships, corporations, these methods was used,associations, trusts, and exempt In column (a). Enter the total amount • Date sold,organizations. of interest income from investments of the • To whom sold,

type reportable in Balance Sheets, Part II,Split-interest trusts. Distributions • Expense of sale and cost of
line 2. These include savings or otherfrom split-interest trusts should be improvements made subsequent to
interest-bearing accounts and temporaryentered on line 1 of column (a). They are acquisition, and
cash investments, such as money marketa part of the amount on line 1. • Depreciation since acquisition (if
funds, commercial paper, certificates of depreciable property).Substantiation requirements. An
deposit, and U.S. Treasury bills or otherorganization must keep records, required Line 6b—Gross sales price for all
government obligations that mature inby the regulations under section 170, for assets on line 6a. Enter the gross sales
less than 1 year.all its charitable contributions. price from all asset sales whose net gain

In column (b). Enter the amount of or loss was reported on line 6a.Generally, a donor making a charitable
interest income shown in column (a). Do Line 7—Capital gain net income. Entercontribution of $250 or more will not be
not include interest on tax-exempt the capital gain net income from Part IV,allowed a federal income tax deduction
government obligations. line 2. See Part IV instructions.unless the donor obtains a written

In column (c). Enter the amount ofacknowledgment from the donee Line 8—Net short-term capital gain.
interest income shown in column (a).organization by the earlier of the date on

Only private operating foundationsInclude interest on tax-exemptwhich the donor files a tax return for the
report their short-term capitalgovernment obligations.tax year in which the contribution was
gains on line 8.

TIP
made or the due date, including Line 4—Dividends and interest from
extensions, for filing that return. However, Include only net short-term capital gainsecurities.
see section 170(f)(8) and Regulations for the year (assets sold or exchangedIn column (a). Enter the amount ofsection 1.170A-13 for exceptions to this that were held not more than 1 year). Dodividend and interest income fromrule. not include a net long-term capital gain orsecurities (stocks and bonds) of the type a net loss in column (c).The written acknowledgment the reportable in Balance Sheets, Part II, line

Do not include on line 8 a net gainfoundation provides to the donor must 10. Include amounts received from
from the sale or exchange of depreciableshow: payments on securities loans, as defined
property, or land used in a trade or1. The amount of cash contributed, in section 512(a)(5). Do not include any
business (section 1231) and held for2. A description of any property capital gain dividends reportable on line
more than 1 year. However, include a netcontributed, 6. Report income from program-related
loss from such property on line 23 as an3. Whether the foundation provided investments on line 11. For debt
Other expense.any goods or services to the donor, and instruments with an original issue

4. A description and a good-faith discount, report the original issue In general, foundations may carry to
estimate of the value of any goods or discount ratably over the life of the bond line 8 the net short-term capital gain
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reported on Part IV, line 3. However, if the Line 11—Other income. Enter the total security and Medicare taxes, FUTA tax,
foundation had any short-term capital of all the foundation’s other income for the state unemployment compensation tax,
gain from sales of debt-financed property, year. Attach a schedule that gives a and other state and local payroll taxes.
add it to the amount reported on Part IV, description and the amount of the income. Do not include taxes withheld from
line 3, to figure the amount to include on Include all income not reported on lines 1 employees’ salaries and paid over to the
line 8. For the definition of “debt-financed through 10c. Also, see the instructions for various governmental units (such as
property,” see the Instructions for Form Part XVI-A, line 11. federal and state income taxes and the
990-T. employee’s share of social security andInclude imputed interest on certain

Medicare taxes).Line 9—Income modifications. Include deferred payments figured under section
Lines 16a, b, and c—Legal,on this line: 483 and any investment income not
accounting, and other professionalreportable on lines 3 through 5, including1. Amounts received or accrued as
fees. On the appropriate line(s), enter theincome from program-related investmentsrepayments of amounts taken into
amount of legal, accounting, auditing, and(defined in the instructions for Part IX-B).account as qualifying distributions;
other professional fees (such as fees for2. Amounts received or accrued from Do not include unrealized gains and
fundraising or investment services)the sale or other disposition of property to losses on investments carried at market
charged by outside firms and individualsthe extent that the acquisition of the value. Report those as fund balance or
who are not employees of the foundation.property was considered a qualifying net asset adjustments in Part III.

distribution for any tax year; Attach a schedule for lines 16a, b, andIn column (b).  Enter the amount of
3. Any amount set aside for a specific c. Show the type of service and amount ofinvestment income included in line 11,

project (see explanation in the expense for each. If the same personcolumn (a). Include dividends, interest,
instructions for Part XII) that was not provided more than one of these services,rents, and royalties derived from assets
necessary for the purposes for which it include an allocation of those expenses.devoted to charitable activities, such as
was set aside; interest on student loans. Report any fines, penalties, or

4. Income received from an estate, judgments imposed against theIn column (c).  Include all other itemsbut only if the estate was considered foundation as a result of legalincludible in adjusted net income notterminated for income tax purposes due proceedings on line 23, Other expenses.covered elsewhere in column (c).to a prolonged administration period; and
Line 18—Taxes.  Attach a scheduleLine 12—Total. In column (b).5. Amounts treated in an earlier tax
listing the type and amount of each taxDomestic organizations should enter theyear as qualifying distributions to:
reported on line 18. Do not enter anytotal of lines 3–11. Exempt foreign• A nonoperating private foundation, if taxes included on line 15.organizations, enter the total of lines 3, 4,

the amounts were not redistributed by the 5, and 11 only. In column (a). Enter the taxes paid
grantee organization by the close of its (or accrued) during the year. Include allLine 13—Compensation of officers,tax year following the year in which it types of taxes recorded on the books,directors, trustees, etc.received the funds, or including real estate tax not reported onIn column (a). Enter the total• An organization controlled by the line 20; the tax on investment income;compensation for the year of all officers,distributing foundation or a disqualified and any income tax.directors, and trustees. If none was paid,person if the amounts were not

In column (b). Enter only those taxesenter zero. Complete line 1 of Part VIII toredistributed by the grantee organization
included in column (a) that are related toshow the compensation of officers,by the close of its tax year following the
investment income taxable under sectiondirectors, trustees, and foundationyear in which it received the funds.
4940. Do not include the section 4940 taxmanagers.Lines 10a, b, c— Gross profit from paid or incurred on net investment incomeIn columns (b), (c), and (d). Entersales of inventory. Enter the gross or the section 511 tax on unrelatedthe portion of the compensation includedsales (less returns and allowances), cost business income. Sales taxes may not bein column (a) that is applicable to theof goods sold, and gross profit or (loss) deducted separately, but must be treatedcolumn. For example, in column (c) enterfrom the sale of all inventory items, as a part of the cost of acquired property,the portion of the compensation includedincluding those sold in the course of or as a reduction of the amount realizedin column (a) that was paid or incurred tospecial events and activities. These on disposition of the property.produce or collect income included ininventory items are the ones the

In column (c). Enter only those taxescolumn (c).organization either makes to sell to others
included in column (a) that relate toor buys for resale. Line 14—Other employee salaries and income included in column (c). Do notwages. Enter the salaries and wages ofDo not report any sales or exchanges include any excise tax paid or incurred onall employees other than those includedof investments on line 10. the net investment income (as shown inon line 13. Part VI), or any tax reported on FormDo not include any profit or (loss) from

Line 15—Contributions to employee 990-T.the sale of capital items such as
pension plans and other benefits.securities, land, buildings, or equipment In column (d). Do not include anyEnter the employer’s share of theon line 10. Enter these amounts on excise tax paid on investment income (ascontributions the organization paid toline 6a. reported in Part VI of this return or thequalified and nonqualified pension plans equivalent part of a return for prior years)Do not include any business expenses and the employer’s share of contributions unless the organization is claiming statussuch as salaries, taxes, rent, etc., on line to employee benefit programs (such as as a private operating foundation and10. Include them on lines 13–23. insurance, health, and welfare programs) completes Part XIV.Attach a schedule showing the that are not an incidental part of a

Line 19—Depreciation and depletion.following items: Gross sales, Cost of pension plan. Complete the return/report
goods sold, Gross profit or (loss). These of the Form 5500 series appropriate for In column (a). Enter the expense
items should be classified according to the organization’s plan. (See the recorded in the books for the year.
type of inventory sold (such as books, Instructions for Form 5500 for information For depreciation, attach a schedule
tapes, other educational or religious about employee welfare benefit plans showing:
material, etc.). The totals from the required to file that form.) • A description of the property,
schedule should agree with the entries on Also include the amount of federal, • The date acquired,
lines 10a–10c. state, and local payroll taxes for the year, • The cost or other basis (exclude any

In column (c), enter the gross profit or but only those that are imposed on the land),
(loss) from sales of inventory shown in organization as an employer. This • The depreciation allowed or allowable
column (a), line 10c. includes the employer’s share of social in prior years,
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• The method of computation, Attach a schedule showing the type and • A description of the contributed
• The rate (%) or life (years), and amount of each expense. property,
• The depreciation this year. • The book value of the contributedIf a deduction is claimed for

property,On a separate line on the schedule, amortization, attach a schedule showing:
• The method used to determine theshow the amount of depreciation included • Description of the amortized expenses;
book value,in cost of goods sold and not included on • Date acquired, completed, or

line 19. • The method used to determine the fairexpended;
market value, and• Amount amortized;In columns (b) and (c). A deduction

• Deduction for prior years; • The date of the gift.for depreciation is allowed only for
• Amortization period (number ofproperty used in the production of income
months); The difference between fairreported in the column, and only using the
• Current-year amortization; and market value and book valuestraight line method of computing
• Total amount of amortization. should be shown in the books ofdepreciation. A deduction for depletion is

TIP

account and as a net asset adjustment inallowed but must be figured only using In column (c). In addition to the
Part III.the cost depletion method. applicable portion of expenses from

column (a), include any net loss from theThe basis used in figuring depreciation In column (d). Enter on line 25 all
sale or exchange of land or depreciableand depletion is the basis determined contributions, gifts, and grants the
property that was held for more thanunder normal basis rules, without regard foundation paid during the year.
1 year and used in a trade or business.to the special rules for using the fair • Do not include contributions to

market value on December 31, 1969, that organizations controlled by the foundationA deduction for amortization is allowed
relate only to gain or loss on dispositions or by a disqualified person (see Generalbut only for assets used for the production
for purposes of the tax on net investment Instruction C for definitions). Do notof income reported in column (c).
income. include contributions to nonoperating

Line 25—Contributions, gifts, grants private foundations unless the donees areLine 20—Occupancy. Enter the amount paid. exempt from tax under section 501(c)(3),paid or incurred for the use of office
they redistribute the contributions, andIn column (a). Enter the total of allspace or other facilities. If the space is
they maintain sufficient evidence ofcontributions, gifts, grants, and similarrented or leased, enter the amount of
redistributions according to theamounts paid (or accrued) for the year.rent. If the space is owned, enter the
regulations under section 4942(g).List each contribution, gift, grant, etc., inamount of mortgage interest, real estate

Part XV, or attach a schedule of the items • Do not include contributions paid aftertaxes, and similar expenses, but not
included on line 25 and list: August 17, 2006, from a nonoperatingdepreciation (reportable on line 19). In

private foundation to a Type III supportingeither case, include the amount for 1. Each class of activity,
organization (as defined under sectionutilities and related expenses (for 2. A separate total for each activity,
4943(f)(5)) that is not a functionallyexample, heat, lights, water, power, 3. Name and address of donee,
integrated Type III supportingtelephone, sewer, trash removal, outside 4. Relationship of donee if related by:
organization (as defined under sectionjanitorial services, and similar services). a. Blood,
4943(f)(5)(B)). See Notice 2006-109,Do not include any salaries of the b. Marriage,
2006-51 I.R.B. 1121, available at www.irs.organization’s own employees that are c. Adoption, or
gov/irb/2006-51_IRB/index.html and anyreportable on line 15. d. Employment (including children of
future related guidance for moreemployees) to any disqualified personLine 21—Travel, conferences, and
information.(see General Instruction C for definitions),meetings. Enter the expenses for
• Do not include contributions paid afterandofficers, employees, or others during the
August 17, 2006, from a nonoperating5. The organizational status of doneeyear for travel, attending conferences,
private foundation to any supporting(for instance, public charity—anmeetings, etc. Include transportation
organization if a disqualified person of theorganization described in section(including fares, mileage allowance, or
private foundation controls the supporting509(a)(1), (2), or (3)).automobile expenses), meals and
organization or any of its supportedlodging, and related costs whether paid
organizations. See Notice 2006-109 andYou do not have to give the name ofon the basis of a per diem allowance or
any future related guidance for moreany indigent person who received one oractual expenses incurred. Do not include
information.more gifts or grants from the foundationany compensation paid to those who
• Do not reduce the amount of grantsunless that individual is a disqualifiedparticipate.
paid in the current year by the amount ofperson or one who received a total ofIn column (b). Only 50% of the
grants paid in a prior year that wasmore than $1,000 from the foundationexpense for business meals, etc., paid or
returned or recovered in the current year.during the year.incurred in connection with travel,
Report those repayments in column (c),meetings, etc., relating to the production Activities should be classified line 9, and in Part XI, line 4a.of investment income may be deducted in according to purpose and in greater detail • Do not include any payments offiguring net investment income (section than merely classifying them as
set-asides (see instructions for Part XII,274(n)). charitable, educational, religious, or
line 3) taken into account as qualifyingscientific activities. For example, useIn column (c). Enter the total amount distributions in the current year or anyidentification such as: payments forof expenses paid or incurred by officers, prior year. All set-asides are included innursing service, for fellowships, or foremployees, or others for travel, qualifying distributions (Part XII, line 3) inassistance to indigent families.conferences, meetings, etc., related to the year of the set-aside regardless of

income included in column (c). Foundations may include, as a single when paid.
entry on the schedule, the total ofLine 22—Printing and publications. • Do not include current year’s write-offs
amounts paid as grants for which theEnter the expenses for printing or of prior years’ program-related
foundation exercised expenditurepublishing and distributing any investments. All program-related
responsibility. Attach a separate report fornewsletters, magazines, etc. Also include investments are included in qualifying
each grant.the cost of subscriptions to, or purchases distributions (Part XII, line 1b) in the year

of, magazines, newspapers, etc. the investment is made.When the fair market value of the
Line 23—Other expenses. Enter all property at the time of disbursement is • Do not include any payments that are
other expenses for the year. Include all the measure of a contribution, the not qualifying distributions as defined in
expenses not reported on lines 13–22. schedule must also show: section 4942(g)(1).
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and advances) due from other employees be reported as a single total (see (b)Net Amounts
on line 15. above); however, report and identifyLine 27a—Excess of revenue over those totals separately on the attachment.Line 4—Pledges receivable. On theexpenses. Subtract line 26, column (a),
dashed lines to the left of column (a), Line 7—Other notes and loansfrom line 12, column (a). Enter the result.
enter the year-end figures for total receivable. On the dashed lines to theGenerally, the amount shown in column
pledges receivable and allowance for left of column (a), enter the combined(a) on this line is also the amount by
doubtful accounts (pledges estimated to total year-end figures for notes receivablewhich net assets (or fund balances) have
be uncollectible). In columns (a), (b), and and loans receivable and the allowanceincreased or decreased for the year. See
(c), enter net amounts (total pledges for doubtful accounts.the instructions for Part III, Analysis of
receivable reduced by the correspondingChanges in Net Assets or Fund Balances. Notes receivable. In columns (a), (b),allowance for doubtful accounts). and (c), enter the amount of all notesLine 27b—Net investment income.
Line 5—Grants receivable. Enter the receivable not listed on line 6 and notDomestic organizations, subtract line 26
total grants receivable from governmental acquired as investments. Attach afrom line 12. Enter the result. Exempt
agencies, foundations, and other schedule similar to the one for line 6. Theforeign organizations, enter the amount
organizations as of the beginning and end schedule should also identify theshown on line 12. However, if the
of the year. relationship of the borrower to any officer,organization is a domestic organization

director, trustee, foundation manager, orLine 6—Receivables due from officers,and line 26 is more than line 12 (such as
other disqualified person.directors, trustees, and otherexpenses exceed income), enter zero

disqualified persons. Enter here (and(not a negative amount). For a note receivable from any section
on an attached schedule described 501(c)(3) organization, list only the nameLine 27c—Adjusted net income. below) all receivables due from officers, of the borrower and the balance due onSubtract line 26, column (c) from line 12, directors, trustees, foundation managers, the required schedule.column (c) and enter the result. and other disqualified persons and all

Loans receivable. In columns (a), (b),secured and unsecured loans (including
and (c), enter the gross amount of loansPart II—Balance Sheets advances) to such persons. Disqualified
receivable, minus the allowance forperson is defined in GeneralFor column (b), show the book value at
doubtful accounts, from the normalInstruction C.the end of the year. For column (c), show
activities of the filing organization (suchthe fair market value at the end of the Attached schedules. (a) On the as scholarship loans). An itemized list ofyear. Attached schedules must show the required schedule, report each loan these loans is not required but attach aend-of-year value for each asset listed in separately, even if more than one loan schedule showing the total amount ofcolumns (b) and (c). was made to the same person, or the each type of outstanding loan. Report• Foundations whose books of account same terms apply to all loans made. loans to officers, directors, trustees,included total assets of $5,000 or more at

Salary advances and other advances foundation managers, or otherany time during the year must complete
for the personal use and benefit of the disqualified persons on line 6 and loans toall of columns (a), (b), and (c).
recipient and receivables subject to other employees on line 15.• Foundations with less than $5,000 of
special terms or arising from transactionstotal assets per books at all times during Line 8—Inventories for sale or use.not functionally related to the foundation’sthe year must complete all of columns (a) Enter the amount of materials, goods, andcharitable purposes must be reported asand (b), and only line 16 of column (c). supplies purchased or manufactured byseparate loans for each officer, director, the organization and held for sale or useLine 1—Cash—Non-interest-bearing. etc. in some future period.Enter the amount of cash on deposit in (b) Receivables that are subject to thechecking accounts, deposits in transit, Line 9—Prepaid expenses andsame terms and conditions (includingchange funds, petty cash funds, or any deferred charges. Enter the amount ofcredit limits and rate of interest) asother non-interest-bearing account. Do short-term and long-term prepayments ofreceivables due from the general publicnot include advances to employees or expenses attributable to one or morefrom an activity functionally related to theofficers or refundable deposits paid to future accounting periods. Examplesfoundation’s charitable purposes may besuppliers or others. include prepayments of rent, insurance,reported as a single total for all the

and pension costs, and expensesLine 2—Savings and temporary cash officers, directors, etc. Travel advances
incurred in connection with a solicitationinvestments. Enter the total of cash in made for official business of the
campaign to be conducted in a futuresavings or other interest-bearing accounts organization may also be reported as a
accounting period.and temporary cash investments, such as single total.

money market funds, commercial paper, Lines 10a, b, and c—Investments—For each outstanding loan or other
certificates of deposit, and U.S. Treasury government obligations, corporatereceivable that must be reported
bills or other governmental obligations stocks and bonds. Enter the book valueseparately, the attached schedule should
that mature in less than 1 year. (which may be market value) of theseshow the following information (preferably

investments.in columnar form):Line 3—Accounts receivable. On the
dashed lines to the left of column (a), Attach a schedule that lists each1. Borrower’s name and title,
enter the year-end figures for total security held at the end of the year and2. Original amount,
accounts receivable and allowance for shows whether the security is listed at3. Balance due,
doubtful accounts from the sale of goods cost (including the value recorded at the4. Date of note,
and/or the performance of services. In time of receipt in the case of donated5. Maturity date,
columns (a), (b), and (c), enter net securities) or end-of-year market value.6. Repayment terms,
amounts (total accounts receivable Do not include amounts shown on line 2.7. Interest rate,
reduced by the corresponding allowance Governmental obligations reported on line8. Security provided by the borrower,
for doubtful accounts). Claims against 10a are those that mature in 1 year or9. Purpose of the loan, and
vendors or refundable deposits with more. Debt securities of the U.S.10. Description and fair market value of
suppliers or others may be reported here Government may be reported as a singlethe consideration furnished by the lender
if not significant in amount. (Otherwise, total rather than itemized. Obligations of(for example, cash—$1,000; or 100
report them on line 15, Other assets.) Any state and municipal governments mayshares of XYZ, Inc., common stock—
receivables due from officers, directors, also be reported as a lump-sum total. Do$9,000).
trustees, foundation managers, or other not combine U.S. Government obligations
disqualified persons must be reported on The above detail is not required for with state and municipal obligations on
line 6. Report receivables (including loans receivables or travel advances that may this schedule.
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Line 11—Investments—land, The column (c) amount is also donor-imposed stipulations. All funds
buildings, and equipment. On the entered on the entry space for I on without donor-imposed restrictions must
dashed lines to the left of column (a), page 1. be classified as unrestricted, regardless

TIP

enter the year-end book value (cost or of the existence of any board
Line 17—Accounts payable andother basis) and accumulated designations or appropriations.
accrued expenses. Enter the total ofdepreciation of all land, buildings, and

Line 25—Temporarily restricted. Enteraccounts payable to suppliers and othersequipment held for investment purposes,
the balances per books of the temporarilyand accrued expenses, such as salariessuch as rental properties. In columns (a)
restricted class of net assets. Donors’payable, accrued payroll taxes, andand (b), enter the book value of all land,
temporary restrictions may require thatinterest payable.buildings, and equipment held for
resources be used in a later period orinvestment less accumulated Line 18—Grants payable. Enter the after a specified date (time restrictions),depreciation. In column (c), enter the fair unpaid portion of grants and awards that or that resources be used for a specifiedmarket value of these assets. Attach a the organization has made a commitment purpose (purpose restrictions), or both.schedule listing these investment fixed to pay other organizations or individuals,

assets held at the end of the year and whether or not the commitments have Line 26—Permanently restricted.
showing, for each item or category listed, been communicated to the grantees. Enter the total of the balances for the
the cost or other basis, accumulated permanently restricted class of netLine 19—Deferred revenue. Include
depreciation, and book value. assets. Permanently restricted net assetsrevenue that the organization has

are (a) assets, such as land or works ofLine 12—Investments—mortgage received but not yet earned as of the
art, donated with stipulations that they beloans. Enter the amount of mortgage balance sheet date under its method of
used for a specified purpose, beloans receivable held as investments but accounting.
preserved, and not be sold or (b) assetsdo not include program-related Line 20—Loans from officers, donated with stipulations that they beinvestments (see instructions for line 15). directors, trustees, and other invested to provide a permanent source

Line 13—Investments—other. Enter disqualified persons. Enter the unpaid of income. The latter result from gifts and
the amount of all other investment balance of loans received from officers, bequests that create permanent
holdings not reported on lines 10 through directors, trustees, and other disqualified endowment funds.
12. Attach a schedule listing and persons. For loans outstanding at the end

Foundations that do not follow SFASdescribing each of these investments held of the year, attach a schedule that shows
117. If the foundation does not followat the end of the year. Show the book (for each loan) the name and title of the
SFAS 117, check the box above line 27value for each and indicate whether the lender and the information listed in items
and report account balances on lines 27investment is listed at cost or end-of-year 2 through 10 of the instructions for line 6
through 29. Report net assets or fundmarket value. Do not include on page 16.
balances on line 30. Also complete lineprogram-related investments (see Line 21—Mortgages and other notes 31 to report the sum of the total liabilitiesinstructions for line 15). payable. Enter the amount of mortgages and net assets/fund balances.Line 14—Land, buildings, and and other notes payable at the beginning

equipment. On the dashed lines to the and end of the year. Attach a schedule Line 27—Capital stock, trust principal,
left of column (a), enter the year-end book showing, as of the end of the year, the or current funds. For corporations, enter
value (cost or other basis) and total amount of all mortgages payable the balance per books for capital stock
accumulated depreciation of all land, and, for each nonmortgage note payable, accounts. Show par or stated value (or for
buildings, and equipment owned by the the name of the lender and the other stock with no par or stated value, total
organization and not held for investment. information specified in items 2 through amount received upon issuance) of all
In columns (a) and (b), enter the book 10 of the instructions for line 6. The classes of stock issued and, as yet,
value of all land, buildings, and equipment schedule should also identify the uncancelled. For trusts, enter the amount
not held for investment less accumulated relationship of the lender to any officer, in the trust principal or corpus account.
depreciation. In column (c), enter the fair director, trustee, foundation manager, or For foundations continuing to use the
market value of these assets. Include any other disqualified person. fund method of accounting, enter the fund
property, plant, and equipment owned balances for the foundation’s currentLine 22—Other liabilities. List and
and used by the organization to conduct restricted and unrestricted funds.show the amount of each liability not
its charitable activities. Attach a schedule reportable on lines 17 through 21. Attach Line 28—Paid-in or capital surplus, orlisting these fixed assets held at the end a separate schedule if more space is land, building, and equipment fund.of the year and showing the cost or other needed. Enter the balance per books for all paid-inbasis, accumulated depreciation, and

capital in excess of par or stated value forbook value of each item or category Lines 24 Through 30—Net all stock issued and uncancelled. Iflisted. Assets or Fund Balances stockholders or others gave donations
Line 15—Other assets. List and show that the organization records as paid-inFoundations that follow SFAS 117. If
the book value of each category of assets capital, include them here. Report anythe foundation follows SFAS 117, check
not reportable on lines 1 through 14. current-year donations you included onthe box above line 24. Classify and report
Attach a separate schedule if more space line 28 in Part I, line 1. The fund balancenet assets in three groups—unrestricted,
is needed. for the land, building, and equipment fundtemporarily restricted, and permanently

would be entered here.One type of asset reportable on line 15 restricted—based on the existence or
is program-related investments. These absence of donor-imposed restrictions Line 29—Retained earnings,
are investments made primarily to and the nature of those restrictions. Show accumulated income, endowment, or
accomplish a charitable purpose of the the sum of the three classes of net assets other funds. For corporations, enter the
filing organization rather than to produce on line 30. On line 31, add the amounts balance in the retained earnings, or
income. on lines 23 and 30 to show total liabilities similar account, minus the cost of any

and net assets. This figure should be theLine 16—Total assets. All filers must corporate treasury stock. For trusts, enter
same as the figure for Total assets oncomplete line 16 of columns (a), (b), and the balance per books in the accumulated
line 16.(c). These entries represent the totals of income or similar account. For

lines 1 through 15 of each column. Line 24—Unrestricted. Enter the foundations using fund accounting, enter
However, foundations that have assets of balances per books of the unrestricted the total of the fund balances for the
less than $5,000 per books at all times class of net assets. Unrestricted net permanent and term endowment funds as
during the year need not complete lines 1 assets are neither permanently restricted well as balances of any other funds not
through 15 of column (c). nor temporarily restricted by reported on lines 27 and 28.
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Line 30—Total net assets or fund • For tax years beginning after August foundation uses property for its charitable
balances. For foundations that follow 17, 2006, used for the foundation’s purposes, but also incidentally derives
SFAS 117, enter the total of lines 24 charitable purposes, except for certain income from the property that is subject to
through 26. For all other foundations, like-kind exchanges (applying rules the net investment income tax, any gain
enter the total of lines 27 through 29. similar to section 1031). or loss from the sale or other disposition
Enter the beginning-of-year figure in of the property is not subject to the tax.Losses. If the disposition of investment
column (a) on line 1, Part III. The property results in a loss, that loss may However, if the foundation uses
end-of-year figure in column (b) must be subtracted from capital gains realized property both for charitable purposes and
agree with the figure in Part III, line 6. from the disposition of property during the (other than incidentally) for investment
Line 31—Total liabilities and net same tax year but only to the extent of the purposes, include in the computation of
assets/fund balances. Enter the total of gains. If losses are more than gains, the tax on net investment income the part of
lines 23 and 30. This amount must equal excess may not be subtracted from gross the gain or loss from the sale or
the amount for total assets reported on investment income, nor may the losses disposition of the property that is allocable
line 16 for both the beginning and end of be carried back or forward to other tax to the investment use of the property.
the year. years. Do not include gains or losses from the

Basis. The basis for determining gain sale or exchange of program-relatedPart III—Analysis of from the sale or other disposition of investments as defined in the instructions
property is the larger of: for Part IX-B.Changes in Net Assets or

1. The fair market value of the Gain or loss on disposition ofFund Balances property on December 31, 1969, plus or certain Brownfield property. Gain or
Generally, the excess of revenue over minus all adjustments after December 31, loss from the qualifying sale or exchange
expenses accounts for the difference 1969, and before the date of disposition, if or other disposition of a qualifying
between the net assets at the beginning the foundation held the property on that Brownfield property (as defined in section
and end of the year. date and continuously after that date until 512(b)(19) (C)), which was acquired by

disposition, orOn line 2, Part III, re-enter the figure the organization after December 31,
2. The basis of the property on thefrom Part I, line 27(a), column (a). 2004, is excluded from unrelated

date of disposition under normal basis business taxable income, and is exceptedOn lines 3 and 5, list any changes in
rules (actual basis). See Code sections from the debt-financed rules for suchnet assets that were not caused by the
1011–1021. property. See sections 512(b)(19) andreceipts or expenses shown in Part I,

514(b)(1)(E).column (a). For example, if a foundation
The rules that generally apply tofollows FASB Statement No. 12 and Reportable gains and losses for taxproperty dispositions reported in this partshows an asset in the ending balance years beginning after August 17, 2006.are:sheet at a higher value than in the Capital gains or losses include gains or• Section 1011, Adjusted basis forbeginning balance sheet because of an losses from the sale or other dispositiondetermining gain or loss;increased market value (after a larger of property that:• Section 1012, Basis of property-cost;decrease in a prior year), include the • Is used for a charitable purpose,• Section 1014, Basis of propertyincrease in Part III, line 3. • Is held for investment, oracquired from a decedent; • Produces business income. Do notIf the organization uses a stepped-up • Section 1015, Basis of property include the gain or loss that is included inbasis to determine gains on sales of acquired by gifts and transfers in trust; figuring the foundation’s unrelatedassets included in Part I, column (a), then and business taxable income.include the amount of step-up in basis in • Section 1016, Adjustments to basis.

Part III. If you entered a contribution, gift,  However, do not include gains or
To figure a loss, basis on the date ofor grant of property valued at fair market losses for any portion of property if:

disposition is determined under normalvalue on line 25 of Part I, column (a), the • The property was used for 1 year or
basis rules.difference between fair market value and more in furthering the foundation’s

book value should be shown in the books The completed Form 990-PF in exempt purpose or function, and
of account and as a net asset adjustment Package 990-PF, Returns for Private • Immediately following the use, is
in Part III. Foundations or Section 4947(a)(1) exchanged for property of like kind that is

Nonexempt Charitable Trusts Treated as to be used primarily in furthering the
Part IV—Capital Gains and Private Foundations, contains an example foundation’s exempt purpose or function.

of a sale of investment property in which Rules similar to the rules of section 1031Losses for Tax on the gain was computed using the donor’s relating to exchange of property held for
basis under the rules of section 1015(a). productive use or investment apply. SeeInvestment Income

Gross Investment Income on page 11.Reportable gains and losses for taxUse Part IV to figure the amount of net
years beginning before August 18,capital gain to report on lines 7 and 8 of Reporting Transactions on Part
2006. Property is treated as held forPart I. IVinvestment purposes if the property is of a• Part IV does not apply to foreign
type that generally produces interest,  Publicly traded securities. For sales oforganizations.
dividends, rents, or royalties received publicly traded securities through a• Nonoperating private foundations may
from assets devoted to charitable broker, enter the description “publiclynot have to figure their short-term capital
activities, income from notional principal traded securities” on line 1, column (a).gain or loss on line 3. See the rules for
contracts (as defined in Regulations Leave columns (b), (c), and (d) blank.Nonoperating private foundations on
section 1.863-7), annuities, and other Total the gross sales price, the cost orpage 12.
substantially similar income from ordinary other basis, and the expense of sale onPrivate foundations must report gains
and routine investments, and income from all such securities sold. Report theseand losses from the sale or other
similar sources, even if the foundation lump-sum figures in columns (e) throughdisposition of property:
disposes of the property as soon as it (l), as appropriate. You must maintain• Held for investment purposes,
receives it. detailed records of each transaction in• Used to produce unrelated business

your books and records.income; however, only include in net Charitable use property. Do not
investment income the part of the gain or include any gain or loss from disposing of Publicly traded securities are securities
loss that is not included in the property used for the foundation’s that are listed and regularly traded on an
computation of its unrelated business charitable purposes in the computation of over-the-counter market or an established
taxable income, or tax on net investment income. If the exchange in which market quotations are
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published or otherwise readily available. if they meet the requirements of section Line 2—Section 511 tax. Under section
Securities include: 4940(e) that allows them to use a 4940(b), a domestic section 4947(a)(1)
• Common and preferred stock, modified 1% tax on net investment nonexempt charitable trust or taxable
• Bonds (including governmental income.) However, they must first private foundation must add to the tax
obligations), and compute the tax under section 4940(a) as figured under section 4940(a) (on line 1)
• Mutual fund shares. if that tax applied to them. the tax which would have been imposed

under section 511 for the tax year if it hadOther gains and losses. For sales of Foreign organizations. Under section
been exempt from tax under sectionanything other than publicly traded 4948, exempt foreign private foundations
501(a). If the domestic section 4947(a)(1)securities sold, each transaction must be are subject to a 4% tax on their gross
nonexempt charitable trust or taxablelisted and reported separately, completing investment income derived from U.S.
private foundation has unrelated businessall appropriate columns in Part IV. sources.
taxable income that would have been

Taxable foreign private foundations subject to the tax imposed by section 511,Part V—Qualification that filed Form 1040NR, U.S. Nonresident the computation of tax must be shown in
Alien Income Tax Return, or FormUnder Section 4940(e) for an attachment. Form 990-T may be used
1120-F, U.S. Income Tax Return of a as the attachment. All other filers, enterReduced Tax on Net Foreign Corporation, enter zero.
“N/A” in Part VI.Investment Income Line 4—Subtitle A tax. Domestic
Estimated tax. Domestic exempt and section 4947(a)(1) nonexempt charitableThis part is used by domestic private
taxable private foundations and section trusts and taxable private foundations,foundations (exempt and taxable) to
4947(a)(1) nonexempt charitable trusts enter the amount of subtitle A (income)determine whether they qualify for the
may have to make estimated tax tax for the year reported on Form 1041 orreduced 1% tax under section 4940(e) on
payments for the excise tax based on Form 1120. All other filers, enter zero.net investment income rather than the 2%
investment income. See Generaltax on net investment income under Line 5—Tax based on investment
Instruction O for more information.section 4940(a). income. Subtract line 4 from line 3 and

enter the difference (but not less thanDo not complete Part V if this is the Tax Computation zero) on line 5. Any overpayment enteredorganization’s first year. A private
on line 10 that is the result of a negativefoundation cannot qualify under section Line 1a only applies to domestic amount shown on line 5 will not be4940(e) for its first year of existence, nor exempt operating foundations that refunded. Unless the organization is acan a former public charity qualify for the are described in sectionCAUTION

!
domestic section 4947(a)(1) nonexemptfirst year it is treated as a private 4940(d)(2) and that have a ruling letter charitable trust or taxable privatefoundation. from the IRS establishing exempt foundation, the amount on line 5 is theA separate computation must be made operating foundation status. If your same as on line 1.for each year in which the foundation organization does not have this letter,
Line 6a. Enter the amount of 2006wants to qualify for the reduced tax. skip line 1a.
estimated tax payments, and any 2005Line 1, column (b). Enter the amount of Line 1a. A domestic exempt private overpayment of taxes that theadjusted qualifying distributions made for foundation that qualifies as an exempt organization specified on its 2005 returneach year shown. The amounts in column operating foundation under section to be credited toward payment of 2006(b) are taken from Part XII, line 6 of the 4940(d)(2) is not liable for any tax on net estimated taxes.Form 990-PF for 2001–2005. investment income on this return.

Line 6a applies only to domesticLine 1, column (c). Enter the net value If your organization qualifies, check the foundations.of noncharitable-use assets for each year. box and enter the date of the ruling letter
The amounts in column (c) are taken from CAUTION

!
on line 1a and enter “N/A” on line 1.

Part X, line 5, for 2001–2005. Trust payments treated asLeave the rest of Part Vl blank. For the
beneficiary payments. A trust may treatfirst year, the organization must attach aPart VI—Excise Tax Based any part of estimated taxes it paid ascopy of the ruling letter establishing
taxes paid by the beneficiary. If the filingexempt operating foundation status. Ason Investment Income
organization was a beneficiary thatlong as the organization retains this

(Section 4940(a), 4940(b), received the benefit of such a paymentstatus, write the date of the ruling letter in
from a trust, include the amount on linethe space on line 1a. If the organization4940(e), or 4948) 6a of Part VI, and write, “Includes sectionno longer qualifies under section
643(g) payment.” See section 643(g) for4940(d)(2), leave the date line blank andGeneral Rules more information about estimated taxcompute the section 4940 tax in the

Domestic exempt private foundations. payments treated as paid by anormal manner.
These foundations are subject to a 2% beneficiary.Qualification. To qualify as antax on net investment income under Line 6b. Exempt foreign foundationsexempt operating foundation for a taxsection 4940(a). However, certain exempt must enter the amount of tax withheld atyear, an organization must meet theoperating foundations described in the source.following requirements of sectionsection 4940(d)(2) may not owe any tax, 4940(d)(2). Line 6d. Enter the amount of any backupand certain private foundations that meet • It is an operating foundation described withholding erroneously withheld.the requirements of section 4940(e) may in section 4942(j)(3). Recipients of interest or dividendqualify for a reduced tax of 1% (see the • It has been publicly supported for at payments must generally certify theirPart V instructions). least 10 tax years or was a private correct tax identification number to the

Exception. The section 4940 tax does operating foundation on January 1, 1983, bank or other payer on Form W-9,
not apply to an organization making an or for its last tax year ending before Request for Taxpayer Identification
election under section 41(e)(6). Enter January 1, 1983. Number and Certification. If the payer
“N/A” in Part VI. • Its governing body, at all times during does not get this information, it must
Domestic taxable private foundations the tax year, consists of individuals less withhold part of the payments as “backup
and section 4947(a)(1) nonexempt than 25% of whom are disqualified withholding.” If the organization files Form
charitable trusts.  These organizations individuals, and is broadly representative 990-PF and was subject to erroneous
are subject to a modified 2% tax on net of the general public, and backup withholding because the payer did
investment income under section 4940(b). • It has no officer who was a disqualified not realize the payee was an exempt
(See Part V and its instructions to find out individual at any time during the tax year. organization and not subject to this
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withholding, the organization can claim (excess business holdings), 4944 corporations, and other exempt
credit for the amount withheld. (investments which jeopardize charitable organizations.

purpose), and 4945 (taxable Each contribution or bequest must beDo not claim erroneous backup expenditures). A private foundation may valued at fair market value on the date itwithholding on line 6d if you claim satisfy these section 508(e) requirements was received.it on Form 990-T.CAUTION
!

either by express language in its Any person who is a substantialgoverning instrument or by application ofLine 8—Penalty. Enter any penalty for contributor on any date will remain astate law that imposes the aboveunderpayment of estimated tax shown on substantial contributor for all later periods.requirements on the foundation or treatsForm 2220. Form 2220 is used by both
However, a person will cease to be athese requirements as being contained incorporations and trusts.

substantial contributor with respect to anythe governing instrument. If anLine 9—Tax due. Domestic foundations private foundation if:organization claims it satisfies theshould see General Instruction P.
requirements of section 508(e) by 1. The person, and all related

All foreign organizations should operation of state law, the provisions of persons, made no contributions to the
enclose a check or money order (in U.S. state law must effectively impose the foundation during the 10-year period
funds), made payable to the United section 508(e) requirements on the ending with the close of the taxable year;
States Treasury, with Form 990-PF. organization. See Rev. Rul. 75-38, 2. The person, or any related person,
Amended return. If you are amending 1975-1 C.B. 161, for a list of states with was never the foundation’s manager
Part VI, be sure to combine any tax due legislation that satisfies the requirements during this 10-year period; and
that was paid with the original return (or of section 508(e). 3. The aggregate contributions made
any overpayment credited or refunded) in by the person, and related persons, areHowever, if the state law does notthe total for line 7. On the dotted line to determined by the IRS to be insignificantapply to a governing instrument thatthe left of the line 7 entry space, write compared to the aggregate amount ofcontains mandatory directions conflicting“Tax Paid w/ O.R.” and the amount paid. contributions to the foundation by anywith any of its requirements and theIf you had an overpayment, write “O.R. other person and the appreciated value oforganization has such mandatoryOverpayment” and the amount credited or contributions held by the foundation.directions in its governing instrument,refunded in brackets.

then the organization has not satisfied the The term “related person” includes anyIf you file more than one amended requirements of section 508(e) by the other person who would be a disqualifiedreturn, attach a schedule listing the tax operation of that legislation. person because of a relationship with thedue amounts that were paid and
substantial contributor (section 4946).Line 8a. In the space provided list alloverpayment amounts that were credited
When the substantial contributor is astates:or refunded. Write “See Attachment” on
corporation, the term also includes anythe dotted line and enter the net amount 1. To which the organization reports in officer or director of the corporation. Thein the entry space for line 7. any way about its organization, assets, or term “substantial contributor” does notactivities, and include public charities (organizations2. With which the organization hasPart VII-A—Statements described in section 509(a)(1), (2), or (3)).registered (or which it has otherwiseRegarding Activities Line 11a. Answer “Yes” if at any timenotified in any manner) that it intends to
during the tax year the foundation ownedEach question in this section must be be, or is, a charitable organization or that
a controlled entity. A controlled entity isanswered “Yes,” “No,” or “N/A” (not it is, or intends to be, a holder of property
an entity in which the foundation ownsapplicable). devoted to a charitable purpose.
more than 50% of the:Line 1. “Political purposes” include, but

1. Stock (by vote or value) in aAttach a separate list if you need moreare not limited to: directly or indirectly
corporation,space.accepting contributions or making

2. Interest (of profit or capital) in apayments to influence the selection, Line 9. If the organization claims status partnership, ornomination, election, or appointment of as a private operating foundation for 2006 3. Beneficial interest of any otherany individual to any federal, state, or and, in fact, meets the private operating entity.local public office or office in a political foundation requirements for that year (as
organization, or the election of reflected in Part XIV), any excess The foundation must apply section 318presidential or vice presidential electors, distributions carryover from 2005 or prior in determining its ownership of stock in awhether or not the individual or electors years may not be carried over to 2006 or corporation and use similar principles inare actually selected, nominated, elected, any year after 2006 even if it does not determining its ownership interests inor appointed. meet the private operating foundation other entities.
Line 3. A “conformed copy” of an requirements. See the instructions for The foundation must attach theorganizational document is one that Part XIII. applicable schedules described below:agrees with the original document and all Line 10—Substantial contributors. If 1. If the foundation answered “Yes” toits amendments. If copies are not signed, you answer “Yes,” attach a schedule line 11a, andattach a written declaration signed by an listing the names and addresses of all 2. If at any time during the tax year,officer authorized to sign for the persons who became substantial the foundation made any loans ororganization, certifying that they are contributors during the year. transfers to a controlled entity, orcomplete and accurate copies of the

3. If at any time during the tax year,original documents. The term “substantial contributor”
the foundation received any transfers ofmeans any person whose contributions orNote. If you are filing electronically, send funds or payments (received or accrued)bequests during the current tax year anda conformed copy of the changes to the from a controlled entity, including, but notprior tax years total more than $5,000 andIRS at the address listed in General limited to, interest, annuities, royalties,are more than 2% of the totalInstruction U. rents, dividends, fees, or other paymentscontributions and bequests received byLine 6. For a private foundation to be for services, contributions to capital, andthe foundation from its creation throughexempt from income tax, its governing loans.the close of its tax year. In the case of ainstrument must include provisions that trust, the term “substantial contributor”require it to act or refrain from acting so Attached schedule for transfers toalso means the creator of the trustas not to engage in an act of self-dealing controlled entities. If any time during(section 507(d)(2)).(section 4941), or subject the foundation the tax year the foundation made any

to the taxes imposed by sections 4942 The term “person” includes individuals, loans or transfers to a corporation,
(failure to distribute income), 4943 trusts, estates, partnerships, associations, partnership, or other entity, which it
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Line 11a—Example A
Schedule of Information Regarding Transfers To a Controlled Entity

(A) (B) (C) (D)
Name and address of each controlled entity Employer Description of transfer Amount of

Identification transfer
Number

a

b

c

d

e

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Line 11a—Example B
Schedule of Information Regarding Transfers From a Controlled Entity 

(A) (B) (C) (D)
Name and address of each controlled entity Employer Description of transfer Amount of

Identification transfer
Number

a

b

c

d

e

 Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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Line 2b—Taxes on failure to distributecontrolled within the meaning of section each person other than an applicable
income. If you answer “No” to question512(b)(13), attach a schedule using the exempt organization is as a named
2b, attach a statement explaining:format provided in the sample schedule beneficiary, or
• All the facts regarding the incorrectbelow. In column (c), describe each loan 3. The sole interest in the contract of
valuation of assets, andor transfer. In column (d), enter the each person other than an applicable
• The actions taken (or planned) toamount for each loan or transfer to each exempt organization is:
comply with section 4942(a)(2)(B), (C),controlled entity. a. As a beneficiary of a trust holding
and (D) and the related regulations.an interest in the contract, but only if theAttached schedule for transfers from
Line 3a. A private foundation is notperson’s designation as such beneficiarycontrolled entities. If any time during
treated as having excess businesswas made without consideration andthe tax year, the foundation received any
holdings in any enterprise if, together withsolely on a gratuitous basis, ortransfers of funds or payments from a
related foundations, it owns 2% or less ofb. As a trustee who holds an interestcontrolled entity within the meaning of
the voting stock and 2% or less in valuein the contract in a fiduciary capacitysection 512(b)(13), attach a schedule
of all outstanding shares of all classes ofsolely for the benefit of applicableusing the format provided in the sample
stock. (See “disqualified person” underorganizations or persons described aboveschedule below. In column (c), describe
General Instruction C.) A similarin 1, 2, or 3a. An applicable organizationeach transfer or payment received,
exception applies to a beneficial or profitsis the foundation and any organization toincluding payment of interest, annuities,
interest in any business enterprise that iswhich contributions are deductible forroyalties, rents, dividends, fees or other
a trust or partnership.income tax, estate tax, or gift taxpayments for services, contributions to

purposes and Indian tribal governments.capital, and loans. Also indicate whether For more information about excess
such transfer or payment was a qualifying business holdings, see the instructions forLine 13—Public inspectionspecified payment. In column (d), enter Form 4720.requirements and website address. Allthe amount received for each type of Line 4—Taxes on investments thatdomestic private foundations (includingpayment. jeopardize charitable purposes. Insection 4947(a)(1) nonexempt charitable

general, an investment that jeopardizesA qualifying specified payment is: trusts treated as private foundations) are
any of the charitable purposes of a privateany payment of interest, annuity, royalty subject to the public inspection
foundation is one for which a foundationor rent that is: requirements. See General Instruction Q
manager did not exercise ordinary1. Received or accrued after for information on making the foundation’s
business care to provide for the long-andDecember 31, 2005, and before January annual returns and exemption application
short-term financial needs of the1, 2008, and available for public inspection.
foundation in carrying out its charitable2. Made under: Enter the foundation’s website address purposes. For more details, see thea. A binding written contract that was if the foundation has a website. regulations under section 4944.in effect on August 17, 2006; or Otherwise, enter “N/A.”
Line 5—Taxes on taxableb. A renewal contract, under Line 15—Section 4947(a)(1) trusts. expenditures and politicalsubstantially similar terms, of a contract Section 4947(a)(1) nonexempt charitable expenditures. In general, paymentsdescribed in (a). trusts that file Form 990-PF instead of made for the activities described on lines

Form 1041 must complete this line. The 5a(1)–(5) are taxable expenditures. Go toLine 11b. Answer “Yes” if the foundation
trust should include exempt-interest www.irs.gov/charities/foundations/index.had a contract covering payments from a
dividends received from a mutual fund or html.controlled entity of interest, annuities,
other regulated investment company asroyalties, or rents, but only if the contract Except as discussed below, a grant bywell as tax-exempt interest receivedwas in writing, legally enforceable, and in a private foundation to a public charity isdirectly.effect on August 17, 2006; or if the not a taxable expenditure if the private

contract described above had been foundation does not earmark the grant forPart VII-B—Activities forrenewed with substantially similar terms. any of the activities described in lines
5a(1)–(5), and there is no oral or writtenWhich Form 4720 May BeLine 12—Interest in insurance
agreement by which the grantorcontracts. Answer “Yes” if after August Required foundation may cause the grantee to17, 2006, but before August 17, 2008, the

The purpose of these questions is to engage in any such prohibited activity orfoundation directly or indirectly acquired
determine if there is any initial excise tax to select the grant recipient.any applicable insurance contract that is a
due under sections 170(f)(10),part of a structured transaction involving a Grants made to exempt operating
4941–4945, 4955, 4958, 4966, and 4967.pool of such contracts. If you answer foundations (as defined in section
If the answer is “Yes” to question 1b, 1c,“Yes,” complete Forms 8921 and 8922. 4940(d)(2) and the instructions to Part VI)
2b, 3b, 4a, 4b, 5b, or 6b, complete and are not subject to the expenditure An applicable insurance contract is file Form 4720, unless an exception responsibility provisions of section 4945.any life insurance, annuity, or endowment applies.

A grant from a nonoperatingcontract in which an applicable exempt
Line 1—Self-dealing. The activities foundation made after August 17, 2006,organization and a person other than an
listed in 1a(1)–(6) are considered may be a taxable expenditure if made to aapplicable exempt organization have
self-dealing under section 4941 unless Type III supporting organization (asdirectly or indirectly held an interest in the
one of the exceptions applies. Go to defined in 4943(f)(5)) that is not acontract (whether or not at the same
www.irs.gov/charities/foundations/index. functionally integrated supportingtime). However, an applicable insurance
html. organization (as defined in 4943(f)(5)(B)).contract does not include any life

The terms “disqualified person” and Check “Yes” on Line 5a(4) if you madeinsurance, annuity, or endowment
“foundation manager” are defined in such a grant. See Notice 2006-109 andcontract if:
General Instruction C. any future related guidance for more1. All persons directly or indirectly

information.holding any interest in the contract (other Line 1b. If you answered “Yes” to any of
than applicable exempt organizations) the questions in 1a, you should answer A grant from a nonoperating
have an insurable interest in the insured “Yes” to 1b unless all of the acts engaged foundation made after August 17, 2006,
under the contract independent of any in were “excepted” acts. Excepted acts may be a taxable expenditure if made to
interest of an applicable exempt are described in Regulations sections any other supporting organization
organization in the contract, or 53.4941(d)-3 and 4 or appear in Notices (including a functionally integrated Type

2. The sole interest in the contract of published in the Internal Revenue Bulletin III), if a disqualified person of the private
an applicable exempt organization or relating to disaster assistance. foundation controls the supporting
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organization or any of its supported For more information, see Form 8870 If the foundation (or disregarded entity)
organizations. Check “Yes” on Line 5a(4) and Notice 2000-24, 2000-17 I.R.B. 952 pays any other person, such as a
if you made such a grant. See Notice (Notice 2000-24, 2000-1 C.B. 952). management services company, for the
2006-109 and any future related guidance services provided by any of theLine 7a. Answer “Yes” if the foundation
for more information. foundation’s officers, directors, or trusteeswas a party to a prohibited tax shelter

(or any person who had responsibilities ortransaction (“PTST”) as described inUnder section 4955, a section powers similar to those of officers,section 4965(e) at any time during the tax501(c)(3) organization must pay an excise directors, or trustees), report theyear.tax for any amount paid or incurred on compensation and other items on PartProhibited tax shelter transaction. Inbehalf of or opposing any candidate for VIII as if you had paid the officers, etc.,general, prohibited tax shelter transactionpublic office. The organization must pay directly. But see Announcement 2001-33,means any listed transaction and anyan additional excise tax if it does not 2001-17 I.R.B. 1137, 2001-1 C.B. 1137.prohibited reportable transaction.correct the expenditure timely.
Show all forms of compensationListed transaction. A listed transaction,

A manager of a section 501(c)(3) earned by each listed officer, etc. Inwithin the meaning of Code section
organization who knowingly agrees to a addition to completing Part VIII, if you6707A(c)(2), is a transaction that is the
political expenditure must pay an excise want to explain the compensation of onesame as, or substantially similar to, any
tax unless the agreement is not willful and or more officers, directors, and trustees,transaction that has been specifically
there is reasonable cause. A manager you may provide an attachmentidentified by the Secretary in published
who does not agree to a correction of the describing the person’s entire 2006guidance as a tax avoidance transaction
political expenditure may have to pay an compensation package.for purposes of Code section 6011.
additional excise tax.  Enter zero in columns (c), (d), and (e)Prohibited reportable transaction.

if no compensation was paid. Attach aA section 501(c)(3) organization will Prohibited reportable transaction means
schedule if more space is needed.lose its exempt status if it engages in any confidential transaction or any

political activity. transaction with contractual protection (as Column (b). A numerical estimate of
defined under regulations prescribed by the average hours per week devoted toA political expenditure that is treated the Secretary) (see Regulations section the position is required for the answer toas an expenditure under section 4955 is 1.6011-4(b)(3) and (4)) which is a be considered complete.not treated as a taxable expenditure reportable transaction (as defined inunder section 4945. Phrases such as “as needed” orsection 6707(A)(c)(1)).

“as required” are unacceptableFor purposes of the section 4955 tax,  If the answer is “Yes” to this question,
entries for column (b).CAUTION

!
when an organization promotes a the foundation also must file Form
candidate for public office (or is used or 8886-T. Column (c). Enter salary, fees,
controlled by a candidate or prospective bonuses, and severance paymentsLine 7b. Answer “Yes” if the foundation
candidate), amounts paid or incurred for received by each person listed. Includeanswered “Yes” to 7a and it had net
the following purposes are political current year payments of amountsincome or received proceeds attributable
expenditures: reported or reportable as deferredto the PTST during the tax year.• Remuneration to the individual (or compensation in any prior year. If the foundation answers “Yes” tocandidate or prospective candidate) for

both Lines 7a and 7b, it may be required Column (d). Include all forms ofspeeches or other services,
to file Form 4720 and pay tax with respect deferred compensation and future• Travel expenses of the individual,
to each PTST. The foundation’s severance payments (whether or not• Expenses of conducting polls, surveys,
managers also may be required to file funded or vested, and whether or not theor other studies, or preparing papers or
Form 4720 and pay tax with respect to deferred compensation plan is a qualifiedother material for use by the individual,
the relevant PTSTs. plan under section 401(a)). Include• Expenses of advertising, publicity, and

payments to welfare benefit plansfundraising for such individual, and
(employee welfare benefit plans coveredPart VIII—Information• Any other expense that has the primary
by Part I of Title 1 of ERISA, providingeffect of promoting public recognition or About Officers, Directors, benefits such as medical, dental, lifeotherwise primarily accruing to the benefit
insurance, apprenticeship and training,Trustees, Foundationof the individual.
scholarship funds, severance pay,Managers, Highly PaidSee the regulations under section disability, etc.) on behalf of the officers,

4945 for more information. etc. Reasonable estimates may be used ifEmployees, and
precise cost figures are not readilyLine 5b. If you answered “Yes” to any of Contractors available.the questions in 5a, you should answer

Unless the amounts are reported inLine 1—List of officers, directors,“Yes” to 5b unless all of the transactions
column (c), report, as deferredtrustees, etc. List the names, addresses,engaged in were “excepted” transactions.
compensation in column (d), salaries andand other information requested for thoseExcepted transactions are described in
other compensation earned during thewho were officers, directors, and trusteesRegulations section 53.4945 or appear in
period covered by the return, but not yet(or any person who had responsibilities orNotices published in the Internal Revenue
paid by the date the foundation files itspowers similar to those of officers,Bulletin relating to disaster assistance.
return.directors, or trustees) of the foundation at

Line 6b. Check “Yes” if, in connection any time during the year. Each must be Column (e). Enter both taxable andwith any transfer of funds to a private listed whether or not they receive any nontaxable fringe benefits, expensefoundation, the foundation directly or compensation from the foundation. Give account and other allowances (other thanindirectly pays premiums on any personal the preferred address at which officers, de minimis fringe benefits described inbenefit contract, or there is an etc., want the Internal Revenue Service to section 132(e)). See Publication 525,understanding or expectation that any contact them. Taxable and Nontaxable Income, forperson will directly or indirectly pay these
Also include on this list any officers or more information. Examples ofpremiums.

directors (or any person who had allowances include amounts for which the
Report the premiums it paid and the responsibilities or powers similar to those recipient did not account to the

premiums paid by others, but treated as of officers or directors) of a disregarded organization or allowances that were
paid by the private foundation, on Form entity owned by the foundation who are more than the payee spent on serving the
8870 and pay the excise tax (which is not officers, directors, etc., of the organization. Include payments made in
equal to premiums paid) on Form 4720. foundation. connection with indemnification
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arrangements, the value of the personal Do not include any program-related outside firms and individuals in
use of housing, automobiles, or other investments (reportable in Part IX-B) in connection with a specific activity.
assets owned or leased by the the description and expense totals, but be Indirect (overhead) expenses areorganization (or provided for the sure to include qualified set-asides for those that are not specifically identified asorganization’s use without charge). direct charitable activities, reported on connected with a particular activity butline 3 of Part XII. Also, include in Part that relate to the direct costs incurred inLine 2—Compensation of five IX-A amounts paid or set aside to acquire conducting the activity. Examples ofhighest-paid employees. Fill in the assets used in the direct active conduct of indirect expenses include:information requested for the five charitable activities. • Occupancy expenses;employees (if any) of the foundation (or

• Supervisory and clerical compensation;disregarded entity that the foundation Expenditures for direct charitable
• Repair, rental, and maintenance ofowns) who received the greatest amount activities include, among others, amounts
equipment;of annual compensation over $50,000. Do paid or set aside to:
• Expenses of other departments or costnot include employees listed on line 1. 1. Acquire or maintain the operating
centers (such as accounting, personnel,Also enter the total number of other assets of a museum, library, or historic
and payroll departments or units) thatemployees who received more than site or to operate the facility;
service the department or function that$50,000 in annual compensation. 2. Provide goods, shelter, or clothing incurs the direct expenses of conductingto indigent or disaster victims if theShow each listed employee’s entire an activity; andfoundation maintains some significantcompensation package for the period • Other applicable general andinvolvement in the activity rather thancovered by the return. Include all forms of administrative expenses, including themerely making grants to the recipients;compensation that each listed employee compensation of top management, to the

3. Conduct educational conferencesreceived in return for his or her services. extent reasonably allocable to a particular
and seminars;See the line 1 instructions for more details activity.

4. Operate a home for the elderly oron includible compensation.
No specific method of allocation isdisabled;

Line 3—Five highest-paid independent required. The method used, however,5. Conduct scientific, historic, publiccontractors for professional services. must be reasonable and must be usedpolicy, or other research with significanceFill in the information requested for the consistently.beyond the foundation’s grant programfive highest-paid independent contractors that does not constitute a prohibited Examples of acceptable allocation(if any), whether individuals or attempt to influence legislation; methods include:professional service corporations or 6. Publish and disseminate the results • Compensation that is allocated on aassociations, to whom the organization of such research, reports of educational time basis,paid more than $50,000 for the year to conferences, or similar educational • Employee benefits that are allocated onperform personal services of a material; the basis of direct salary expenses,professional nature for the organization
7. Support the service of foundation • Travel, conference, and meeting(for example, attorneys, accountants, and

staff on boards or advisory committees of expenses that are charged directly to thedoctors). Also show the total number of all
other charitable organizations or on public activity that incurred the expense,other independent contractors who
commissions or task forces; • Occupancy expenses that are allocatedreceived more than $50,000 for the year

on a space-utilized basis, and8. Provide technical advice orfor performing professional services. • Other indirect expenses that areassistance to a governmental body, a
allocated on the basis of direct salarygovernmental committee, or subdivisionPart IX-A—Summary of expenses or total direct expenses.of either, in response to a written request

by the governmental body, committee, orDirect Charitable Activities
subdivision; Part IX-B—Summary ofList the foundation’s four largest 9. Conduct performing artsprograms as measured by the direct and Program-Relatedperformances; orindirect expenses attributable to each that

10. Provide technical assistance to Investmentsconsist of the direct active conduct of
grantees and other charitablecharitable activities. Whether any Program-related investment. Sectionorganizations. This assistance must haveexpenditure is for the direct active 4944(c) and corresponding regulationssignificance beyond the purposes of theconduct of a charitable activity is define a program-related investment asgrants made to the grantees and must notdetermined, generally, by the definitions one that is made primarily to accomplishconsist merely of monitoring or advisingand special rules of section 4942(j)(3) and a charitable purpose of the foundationthe grantees in their use of the grantthe related regulations, which define a and no substantial purpose of which is tofunds. Technical assistance involves theprivate operating foundation. produce investment income or a capitalfurnishing of expert advice and related

gain from the sale of the investment.assistance regarding, for example: Except for significant involvement
Examples of program-related investmentsgrant programs, described below, do not a. Compliance with governmental include educational loans to individualsinclude in Part IX-A any grants or regulations, and low-interest loans to other sectionexpenses attributable to administering b. Reducing operating costs or 501(c)(3) organizations.grant programs, such as reviewing grant increasing program accomplishments,

applications, interviewing or testing General instructions.  Include onlyc. Fundraising methods, and
applicants, selecting grantees, and those investments that were reported ind. Maintaining complete and accurate
reviewing reports relating to the use of the Part XII, line 1b, for the current year. Dofinancial records.
grant funds. not include any investments made in any

prior year even if they were still held byReport both direct and indirectInclude scholarships, grants, or other the foundation at the end of 2006.expenses in the expense totals. Directpayments to individuals as part of an
expenses are those that can beactive program in which the foundation Investments consisting of loans to
specifically identified as connected with amaintains some significant involvement. individuals (such as educational loans)
particular activity. These include, amongRelated administrative expenses should are not required to be listed separately
others, compensation and travelalso be included. Examples of active but may be grouped with other
expenses of employees and officersprograms and definitions of the term program-related investments of the same
directly engaged in an activity, the cost of“significant involvement” are provided in type. Loans to other section 501(c)(3)
materials and supplies utilized inRegulations sections 53.4942(b)-1(b)(2) organizations and all other types of
conducting the activity, and fees paid toand 53.4942(b)-1(d). program-related investments must be
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Line 1b—Average of monthly cashlisted separately on lines 1 through 3 or Dual-use property.  When property is
balances. Compute cash balances on aon an attachment. used both for charitable and other
monthly basis by averaging the amount ofpurposes, the property is considered usedLines 1 and 2. List the two largest
cash on hand on the first and last days ofentirely for charitable purposes if 95% orprogram-related investments made by the
each month. Include all cash balancesmore of its total use is for that purpose. Iffoundation in 2006, whether or not the
and amounts that may be used forless than 95% of its total use is forinvestments were still held by the
charitable purposes (see line 4 below) orcharitable purposes, a reasonablefoundation at the end of the year.
set aside and taken as a qualifyingallocation must be made between

Line 3. Combine all other distribution (see Part XII).charitable and noncharitable use.
program-related investments and enter

Line 1c—Fair market value of all otherExcluded property. Certain assetsthe total on the line 3 Amount column. List
assets. The fair market value of assetsare excluded entirely from thethe individual investments or groups of
other than securities is determinedcomputation of the minimum investmentinvestments included (attach a schedule if
annually except as described below. Thereturn. These include pledges of grantsnecessary).
valuation may be made by privateand contributions to be received in the

The total of lines 1 through 3 in foundation employees or by any otherfuture and future interests in estates and
the Amount column must equal person even if that person is atrusts. Log on to www.irs.gov/charities/
the amount reported on line 1b of disqualified person. If the IRS accepts the

TIP
foundations/index.html.

Part XII. valuation, it is valid only for the tax year
Line 1a—Average monthly fair market for which it is made. A new valuation is
value of securities. If market quotations required for the next tax year.Part X—Minimum
are readily available, a foundation may 5-year valuation. A written, certified,Investment Return use any reasonable method to determine and independent appraisal of the fair
the average monthly fair market value ofWho must complete this section? All market value of any real estate, including
securities such as common and preferreddomestic foundations must complete any improvements, may be determined
stock, bonds, and mutual fund shares, asPart X. on a 5-year basis by a qualified person.
long as that method is consistently used.

Foreign foundations that checked box The qualified person may not be aFor example, a value for a particular
D2 on page 1 do not have to complete disqualified person (see Generalmonth might be determined by the closing
Part X unless claiming status as a private Instruction C) with respect to the privateprice on the first or last trading days of the
operating foundation. foundation or an employee of themonth or an average of the closing prices

foundation.Private operating foundations, on the first and last trading days of the
described in sections 4942(j)(3) or month. Market quotations are considered Commonly accepted valuation
4942(j)(5), must complete Part X in order readily available if a security is any of the methods must be used in making the
to complete Part XIV. following: appraisal. A valuation based on

• Listed on the New York or American acceptable methods of valuing propertyOverview. A private foundation that is
Stock Exchange or any city or regional for federal estate tax purposes will benot a private operating foundation must
exchange in which quotations appear on considered acceptable.pay out, as qualifying distributions, its
a daily basis, including foreign securitiesminimum investment return. This is The appraisal must include a closing
listed on a recognized foreign national orgenerally 5% of the total fair market value statement that, in the appraiser’s opinion,
regional exchange,of its noncharitable assets, subject to the appraised assets were valued• Regularly traded in the national orfurther adjustments as explained in the according to valuation principles regularly
regional over-the-counter market forinstructions for Part XI. The amount of employed in making appraisals of such
which published quotations arethis minimum investment return is figured property, using all reasonable valuation
available, orin Part X and is used in Part XI to figure methods. The foundation must keep a• Locally traded, for which quotations canthe amount that is required to be paid out copy of the independent appraisal for its
be readily obtained from established(the distributable amount). records. If a valuation is reasonable, the
brokerage firms. foundation may use it for the tax year forMinimum investment return. In figuring

which the valuation is made and for eachthe minimum investment return, include If securities are held in trust for, or on
of the 4 following tax years.only those assets that are not actually behalf of, a foundation by a bank or other

used or held for use by the organization financial institution that values those Any valuation of real estate by a
for a charitable, educational, or other securities periodically using a computer certified independent appraisal may be
similar function that contributed to the pricing system, a foundation may use that replaced during the 5-year period by a
charitable status of the foundation. Cash system to determine the value of the subsequent 5-year certified independent
on hand and on deposit is considered securities. The system must be appraisal or by an annual valuation as
used or held for use for charitable acceptable to the IRS for federal estate described above. The most recent
purposes only to the extent of the tax purposes. valuation should be used to compute the
reasonable cash balances reported in foundation’s minimum investment return.The foundation may reduce the fairPart X, line 4. See the instructions for If the valuation is made according tomarket value of securities only to thelines 1b and 4 below. the above rules, the IRS will continue toextent that it can establish that the

Assets that are held for the production accept it during the 5-year period forsecurities could only be liquidated in a
of income or for investment are not which it applies even if the actual fairreasonable period of time at a price less
considered to be used directly for market value of the property changesthan the fair market value because of:
charitable functions even though the during the period.• The size of the block of the securities,
income from the assets is used for the • The fact that the securities held are Valuation date. An asset required to
charitable functions. It is a factual securities in a closely held corporation, or be valued annually may be valued as of
question whether an asset is held for the • The fact that the sale of the securities any day in the private foundation’s tax
production of income or for investment would result in a forced or distress sale. year, provided the foundation values the
rather than used or held for use directly asset as of that date in all tax years.Any reduction in value allowed underby the foundation for charitable purposes. However, a valuation of real estatethese provisions may not be more thanFor example, an office building that is determined on a 5-year basis by a10% of the fair market value (determinedused to provide offices for employees certified, independent appraisal may bewithout regard to any reduction in value).engaged in managing endowment funds made as of any day in the first tax year of
for the foundation is not considered an Also, see Regulations sections the foundation to which the valuation
asset used for charitable purposes. 53.4942(a)-2(c)(4)(i)(b), (c), and (iv)(a). applies.
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Assets held for less than a tax year. percentage by the amount on line 5 and before January 1, 1970, or later borrows
To determine the value of an asset held enter the result on line 6. money under a written commitment
less than 1 tax year, divide the number of binding on December 31, 1969, the
days the foundation held the asset by the foundation may elect to treat anyPart XI—Distributable
number of days in the tax year. Multiply repayments of the loan principal afterAmountthe result by the fair market value of the December 31, 1969, as qualifying

If the organization is claiming status as aasset. distributions at the time of repayment,
private operating foundation described in rather than at the earlier time that theLine 1e—Reduction claimed for section 4942(j)(3) or (j)(5) or if it is a borrowed funds were actually distributed,blockage or other factors. If the fair foreign foundation that checked box D2 only if:market value of any securities, real estate on page 1, check the box in the heading 1. The money is used to makeholdings, or other assets reported on lines for Part XI. You do not need to complete expenditures for a charitable or similar1a and 1c reflects a blockage discount, this part. See the Part XIV instructions for purpose, andmarketability discount, or other reduction more details on private operating 2. Repayment on the loan did not startfrom full fair market value because of the foundations. until a year beginning after 1969.size of the asset holding or any other

Section 4942(j)(5) foundations arefactor, enter on line 1e the aggregate
On these loans, deduct any interestclassified as private operating foundationsamount of the discounts claimed. Attach

payment from gross income to computefor purposes of section 4942 only if theyan explanation that includes the following
adjusted net income in the year paid.meet the requirements of Regulationsinformation for each asset or group of

section 53.4942(b)-1(a)(2). Election. To make this election,assets involved:
attach a statement to Form 990-PF for theThe distributable amount for 2006 is1. A description of the asset or asset
first tax year beginning after 1969 inthe amount that the foundation mustgroup (for example, 20,000 shares of
which a repayment of loan principal isdistribute by the end of 2007 as qualifyingXYZ, Inc., common stock),
made and for each tax year after that indistributions to avoid the 15% tax on the2. For securities, the percentage of
which any repayment of loan principal isundistributed portion.the total issued and outstanding securities
made. The statement should show:Line 4. Enter the total of recoveries ofof the same class that is represented by • The lender’s name and address,amounts treated as qualifyingthe foundation’s holding, • The amount borrowed,distributions for any year under section3. The fair market value of the asset • The specific use of the borrowed funds,4942(g). Include recoveries of part or allor asset group before any claimed
and(as applicable) of grants previously made;blockage discount or other reduction, • The private foundation’s election toproceeds from the sale or other4. The amount of the discount
treat repayments of loan principal asdisposition of property whose cost wasclaimed, and
qualifying distributions.treated as a qualifying distribution when5. A statement that explains why the
Line 1b—Program-relatedthe property was acquired; and anyclaimed discount is appropriate in valuing
investments. Enter the total of theamount set aside under section 4942(g)the asset or group of assets for section
“Amount” column from Part IX-B. See theto the extent it is determined that this4942 purposes.
Part IX-B instructions for the definition ofamount is not necessary for the purposes
program-related investments.of the set-aside.In the case of securities, there are

certain limitations on the size of the Line 6—Deduction from distributable Line 3—Amounts set aside. Amounts
reduction in value that can be claimed. amount. If the foundation was organized set aside may be treated as qualifying
See the instructions for Part X, line 1a. before May 27, 1969, and its governing distributions only if the private foundation

instrument or any other instrument establishes to the satisfaction of the IRSLine 2—Acquisition indebtedness.
continues to require the accumulation of that the amount will be paid for theEnter the total acquisition indebtedness
income after a judicial proceeding to specific project within 60 months from thethat applies to assets included on line 1.
reform the instrument has terminated, date of the first set-aside and meets 1 orFor details, see section 514(c)(1).
then the amount of the income required to 2 below.

Line 4—Cash deemed held for be accumulated must be subtracted from 1. The project can be bettercharitable activities. Foundations may the distributable amount beginning with accomplished by a set-aside than by the
exclude from the assets used in the the first tax year after the tax year in immediate payment of funds (suitability
minimum investment return computation which the judicial proceeding was test), or
the reasonable cash balances necessary terminated. (See the instructions for Part 2. The private foundation meets the
to cover current administrative expenses VII-A, line 6.) requirements of section 4942(g)(2)(B)(ii)
and other normal and current (cash distribution test).
disbursements directly connected with the Part XII—Qualifying
charitable, educational, or other similar Set-aside under item 1. For anyDistributionsactivities. The amount of cash that may set-aside under 1 above, the private
be excluded is generally 11/2% of the fair “Qualifying distributions” are amounts foundation must apply for IRS approval by
market value of all assets (minus any spent or set aside for religious, the end of the tax year in which the
acquisition indebtedness) as computed in educational, or similar charitable amount is set aside. Send the application
Part X, line 3. However, if under the facts purposes. The total amount of qualifying for approval to the:
and circumstances an amount larger than distributions for any year is used to

Internal Revenue Servicethe deemed amount is necessary to pay reduce the distributable amount for
expenses and disbursements, then you specified years to arrive at the TE/GE EO - Determinations
may enter the larger amount instead of undistributed income (if any) for

 P.O. Box 250811/2% of the fair market value on line 4. If those years.
you use a larger amount, attach an  Cincinnati. OH 45201Line 1a—Expenses, contributions,
explanation. gifts, etc. Enter the amount from Part I, The application for approval must give

column (d), line 26. However, if theLine 6—Short tax periods. If the all of the following information:
borrowed funds election applies, add thefoundation’s tax period is less than 12 • The nature and purposes of the specific
total of the repayments during the year tomonths, determine the applicable project and the amount of the set-aside
the amount from Part I, column (d), linepercentage by dividing the number of for which approval is requested,
26, and enter it on line 1a.days in the short tax period by 365 (or • The amounts and approximate dates of

366 in a leap year). Multiply the result by Borrowed funds. If the foundation any planned additions to the set-aside
5%. Then multiply the modified borrowed money in a tax year beginning after its initial establishment,
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• The reasons why the project can be zero or, if the foundation wished, the with the IRS or attach a statement, as
better accomplished by the set-aside than distributions could be treated as described in the above regulations
by the immediate payment of funds, distributions out of corpus. section, to Form 990-PF. An election
• A detailed description of the project, 3. If no elections are involved, apply made by filing a separate statement with
including estimated costs, sources of any remaining qualifying distributions to the the IRS must be made within the year for
future funds expected to be used for 2006 distributable amount on line 4d. If which the election is made. Otherwise,
completion of the project, and the the remaining qualifying distributions are attach a statement to the Form 990-PF
location(s) (general or specific) of any greater than the 2006 distributable filed for the year the election was made.
physical facilities to be acquired or amount, the excess is treated as a Where to enter. If the organization
constructed as part of the project, and distribution out of corpus on line 4e. elected to apply all or part of the• A statement of an appropriate remaining amount to the undistributedIf for any reason the 2006 qualifyingfoundation manager that the amounts set income remaining from years beforedistributions do not reduce any 2005aside will actually be paid for the specific 2005, enter the amount on line 4b.undistributed income to zero, the amountproject within a specified period of time

not distributed is subject to a 15% tax. If If the organization elected to treatending within 60 months after the date of
the 2005 income remains undistributed at those qualifying distributions as athe first set-aside; or a statement
the end of 2007, it could be subject again distribution out of corpus, enter theexplaining why the period for paying the
to the 15% tax. Also, see section 4942(b) amount on line 4c.amount set aside should be extended and
for the circumstances under which aindicating the extension of time

Entering an amount on line 4b orsecond-tier tax could be imposed.requested. (Include in this statement the
4c without submitting the requiredreason why the proposed project could Line 1—Distributable amount. Enter
statement is not considered aCAUTION

!
not be divided into two or more projects the distributable amount for 2006 from

valid election.covering periods of no more than 60 Part XI, line 7.
months each.) Line 4d. Treat as a distribution of theLine 2—Undistributed income. Enter

distributable amount for 2006 anySet-aside under item 2. For any the distributable amount for 2005 and
qualifying distributions for 2006 thatset-aside under 2 above, the private amounts for earlier years that remained
remain after reducing the 2005foundation must attach a schedule to its undistributed at the beginning of the
undistributed income to zero and afterannual information return showing how 2006 tax year.
electing to treat any part of the remainingthe requirements are met. A schedule is Line 2b. Enter the amount of distributions as a distribution out ofrequired for the year of the set-aside and undistributed income for years before corpus or as a distribution of a prior year’sfor each subsequent year until the 2005. undistributed income. Enter only enoughset-aside amount has been distributed. Line 3—Excess distributions of the remaining 2006 qualifyingSee Regulations section carryover to 2006. If the foundation has distributions to reduce the 200653.4942(a)-3(b)(7)(ii) for specific made excess distributions out of corpus in distributable amount to zero.requirements. prior years, which have not been applied
Line 4e. Any 2006 qualifying distributionsLine 5—Reduced tax on investment in any year, enter the amount for each
remaining after reducing the 2006income under section 4940(e). If the year. Do not enter an amount for a
distributable amount to zero should beorganization does not qualify for the 1% particular year if the organization was a
treated as an excess distribution out oftax under section 4940(e), enter zero. private operating foundation for any later
corpus. This amount may be carried overSee Parts V and VI of the instructions. year.
and applied to later years.Lines 3a through 3e. Enter the amountPart XIII—Undistributed Line 5—Excess qualifyingof any excess distribution made on the
distributions carryover applied toline for each year listed. Do not includeIncome
2006. Enter any excess qualifyingany amount that was applied against theIf you checked box D2 on page 1, do not distributions from line 3, which weredistributable amount of an earlier year orfill in this part. applied to 2006, in both the Corpusthat was already used to meet

If the organization is a private column and the 2006 column. Apply thepass-through distribution requirements.
operating foundation for any of the years oldest excess qualifying distributions first.(See the instructions for line 7.)
shown in Part XIII, do not complete the Thus, the organization will apply anyLine 3f. This amount can be appliedportions of Part XIII that apply to those excess qualifying distributions carriedin 2006.years. If there are excess qualifying forward from 2001 before those from later

Line 4—Qualifying distributions. Enterdistributions for any tax year, do not carry years.
the total amount of qualifying distributionsthem over to a year in which the

Line 6a. Add lines 3f, 4c, and 4e.made in 2006 from Part XII, line 4. Theorganization is a private operating
Subtract line 5 from the total. Enter thetotal of the amounts applied on lines 4afoundation or to any later year. For
net total in the Corpus column.through 4e is equal to the qualifyingexample, if a foundation made excess

distributions made in 2006.qualifying distributions in 2004 and Line 6c. Enter only the undistributed
became a private operating foundation in Line 4a. The qualifying distributions for income from 2004 and prior years for
2006, the excess qualifying distributions 2006 are first used to reduce any which either a notice of deficiency under
from 2004 could be applied against the undistributed income remaining from section 6212(a) has been mailed for the
distributable amount for 2005 but not to 2005. Enter only enough of the 2006 section 4942(a) first-tier tax, or on which
any year after 2005. qualifying distributions to reduce the 2005 the first-tier tax has been assessed

undistributed income to zero. because the organization filed a FormThe purpose of this part is to enable
4720 for a tax year that began beforethe foundation to comply with the rules for Lines 4b and 4c. If there are any 2006
2005.applying its qualifying distributions for the qualifying distributions remaining after

year 2006. In applying the qualifying reducing the 2005 undistributed income to Lines 6d and 6e. These amounts are
distributions, there are three basic steps. zero, one or more elections can be made taxable under the provisions of section

under Regulations section1. Reduce any undistributed income 4942(a), except for any part that is due
53.4942(a)-3(d)(2) to apply all or part offor 2005 (but not below zero). solely to improper valuation of assets to
the remaining qualifying distributions to2. The organization may use any part which the provisions of section 4942(a)(2)
any undistributed income remaining fromor all remaining qualifying distributions for are being applied (see Part VII-B, line 2b).
years before 2005 or to apply to corpus.2006 to satisfy elections. For example, if Report the taxable amount on Form 4720.

undistributed income remained for any Elections. To make these elections, If the exception applies, attach an
year before 2005, it could be reduced to the organization must file a statement explanation.
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Line 8—Outdated excess distributionsLine 6f. In the 2006 column, enter the 3. Support test. The foundation
carryover. Because of the 5-yearamount by which line 1 is more than the normally receives 85% or more of its
carryover limitation under sectiontotal of lines 4d and 5. This is the support (other than gross investment
4942(i)(2), the organization must reduceundistributed income for 2006. The income as defined in section 509(e)) from
any excess distributions carryover by anyorganization must distribute the amount the public and from five or more exempt
amounts from 2001 that were not appliedshown by the end of its 2007 tax year so organizations that are not described in
in 2006.that it will not be liable for the tax on section 4946(a)(1)(H) with respect to

undistributed income. each other or the recipient foundation.Line 9—Excess distributions
Not more than 25% of the support (othercarryover to 2007. Enter the amount byLine 7—Distributions out of corpus for than gross investment income) normallywhich line 6a is more than the total of2006 pass-through distributions. may be received from any one of thelines 7 and 8. This is the amount the
exempt organizations and not more than1. If the foundation is the donee and organization may apply to 2007 and
one-half of the support normally may bereceives a contribution from another following years. Line 9 can never be less
received from gross investment income.private foundation, the donor foundation than zero.

may treat the contribution as a qualifying
Line 10—Analysis of line 9. In the See regulations under section 4942 fordistribution only if the donee foundation
space provided for each year, enter the the meaning of “directly for the activemakes a distribution equal to the full
amount of excess distributions carryover conduct” of exempt activities for purposesamount of the contribution and the
from that year that has not been applied of these tests.distribution is a qualifying distribution that
as of the end of the 2006 tax year. If thereis treated as a distribution of corpus. The Complying with these tests. Ais an amount on the line for 2002, it mustdonee foundation must, no later than the foundation may meet the income test andbe applied by the end of the 2007 taxclose of the first tax year after the tax year either the assets, endowment, or supportyear since the 5-year carryover period forin which it receives the contributions, test by satisfying the tests for any 3 years2002 ends in 2007.distribute an amount equal in value to the during a 4-year period consisting of the

contributions received in the prior tax year tax year in question and the 3Part XIV—Privateand have no remaining undistributed immediately preceding tax years. It may
income for the prior year. For example, if also meet the tests based on the total ofOperating Foundations
private foundation X received $1,000 in all related amounts of income or assets

All organizations that claim status astax year 2005 from foundation Y, held, received, or distributed during that
private operating foundations underfoundation X would have to distribute the 4-year period. A foundation may not use
section 4942(j)(3) or (5) for 2006 must$1,000 as a qualifying distribution out of one method for satisfying the income test
complete Part XIV.corpus by the end of 2006 and have no and another for satisfying one of the three

remaining undistributed income for 2005. Certain elderly care facilities (section alternative tests. Thus, if a foundation
4942(j)(5)). For purposes of section 4942 meets the income test on the2. If a private foundation receives a
only, certain elderly care facilities may be 3-out-of-4-year basis for a particular taxcontribution from an individual or a
classified as private operating year, it may not use the 4-yearcorporation and the individual is seeking
foundations. To be so classified, they aggregation method for meeting one ofthe 50% contribution base limit on
must be operated and maintained for the the three alternative tests for that samedeductions for the tax year (or the
principal purpose explained in section year.individual or corporation is not applying
4942(j)(5) and also meet the endowmentthe limit imposed on deductions for In completing line 3c(3) of Part XIV
test described below.contributions to the foundation of capital under the aggregation method, the largest

gain property), the foundation must amount of support from an exempt If the foundation is a section
comply with certain distribution organization will be based on the total4942(j)(5) organization, complete only
requirements. amount received for the 4-year periodlines 1a, 1b, 2c, 2d, 2e, and 3b. Enter

By the 15th day of the 3rd month after from any one exempt organization.“N/A” on all other lines in the Total column
the end of the tax year in which the for Part XIV. A new private foundation must use the
foundation received the contributions, the aggregation method to satisfy the tests forPrivate operating foundation (section
donee foundation must distribute as its first tax year in order to be treated as a4942(j)(3)). The term “private operating
qualifying distributions out of corpus: private operating foundation from thefoundation” means any private foundation

a. An amount equal to 100% of all beginning of that year. It must continue tothat spends at least 85% of the smaller of
contributions received during the year in use the aggregation method for its 2ndits adjusted net income or its minimum
order for the individual contributor to and 3rd tax years to maintain its status forinvestment return directly for the active
receive the benefit of the 50% limit on those years.conduct of the exempt purpose or
deductions, and functions for which the foundation is

b. Distribute all contributions of organized and operated (the Income Part XV—Supplementary
property only so that the individual or Test) and that also meets one of the three Informationcorporation making the contribution is not tests below.

Complete this part only if the foundationsubject to the section 170(e)(1)(B)(ii) 1. Assets test. 65% or more of the
had assets of $5,000 or more at any timelimitations. foundation’s assets are devoted directly
during the year. This part does not applyto those activities or functionally related
to a foreign foundation that during itsbusinesses, or both. Or 65% or more ofIf the organization is applying excess
entire period of existence receivedthe foundation’s assets are stock of adistributions from prior years (for
substantially all (85% or more) of itscorporation that is controlled by theinstance, any part of the amount in Part
support (other than gross investmentfoundation, and substantially all of theXIII, line 3f) to satisfy the distribution
income) from sources outside theassets of the corporation are devoted torequirements of section 170(b)(1)(E) or
United States.those activities or functionally related4942(g)(3), it must make the election

businesses. Line 2. In the space provided (or in anunder Regulations section
2. Endowment test. The foundation attachment, if necessary), furnish the53.4942(a)-3(c)(2). Also, see Regulations

normally makes qualifying distributions required information about thesection 1.170A-9(g)(2).
directly for the active conduct of the organization’s grant, scholarship,

Enter on line 7 the total distributions exempt purpose or functions for which it fellowship, loan, etc., programs. In
out of corpus made to satisfy the is organized and operated in an amount addition to restrictions or limitations on
restrictions on amounts received from that is two-thirds or more of its minimum awards by geographical areas, charitable
donors described above. investment return. fields, and kinds of recipients, indicate
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any specific dollar limitations or other any income reported in column (d). If basis of the organization’s current
restrictions applicable to each type of more than one exclusion code is exemption from tax.
award the organization makes. This applicable to a particular revenue item, Program services can also include the
information benefits the grant seeker and select the lowest numbered exclusion organization’s unrelated trade or business
the foundation. The grant seekers will be code that applies. Also, if nontaxable activities. Program service revenue also
aware of the grant eligibility requirements revenues from several sources are includes income from program-related
and the foundation should receive only reportable on the same line in column (d), investments (such as interest earned on
applications that adhere to these grant use the exclusion code that applies to the scholarship loans) as defined in the
application requirements. largest revenue source. instructions for Part IX-B.

Columns (b), (d), and (e). For amountsIf the foundation only makes Line 11. On lines 11a–e, list each “Otherreported in Part XVI-A on lines 1–11,contributions to preselected charitable revenue” activity not reported on lines 1enter in column (b) any income earnedorganizations and does not accept through 10. Report the sum of thethat is unrelated business income (seeunsolicited applications for funds, check amounts entered for lines 11a–e,section 512). In column (d), enter anythe box on line 2. columns (b), (d), and (e), on line 11,income earned that is excluded from theLine 3. If necessary, attach a schedule Part I.computation of unrelated businessfor lines 3a and 3b that lists separately
Line 13. On line 13, enter the total oftaxable income by Code section 512, 513,amounts given to individuals and amounts
columns (b), (d), and (e) of line 12.or 514. In column (e), enter any related orgiven to organizations.

exempt function income; that is, any You may use the following worksheetPurpose of grant or contribution. income earned that is related to the to verify your calculations.Entries under this column should reflect organization’s purpose or function which
the grant’s or contribution’s purpose and Line 13, Part XVI-A . . . . . . . . . . .constitutes the basis for the organization’s
should be in greater detail than merely exemption. Minus: Line 5b, Part I . . . . . . . . .classifying them as charitable,

Also enter in column (e) any income Note: If line 5b, Part I,educational, religious, or scientific
specifically excluded from gross income reflects a loss, add thatactivities.

amount here instead ofother than by Code section 512, 513, or
For example, use an identification subtracting.514, such as interest on state and local

such as payments: bonds that is excluded from tax by section Plus: Line 1, Part I . . . . . . . . . .• For nursing service, 103. You must explain in Part XVI-B any• For fellowships, or Plus: Line 5a, Part I . . . . . . . . .amount shown in column (e).• For assistance to indigent families. Comparing Part XVI-A with Part I. The Plus: Expenses of special events
sum of the amounts entered on each lineEntries such as “grant” or deducted in computing line
of lines 1–11 of columns (b), (d), and (e)“contribution” under the column 9 of Part XVI-A . . . . . . . .
of Part XVI-A should equal correspondingtitled Purpose of grant orCAUTION

!
Equal: Line 12, column (a), of Part Iamounts entered on lines 3–11 of Part I,contribution are unacceptable. See

column (a), and on line 5b as shownCompleted Example of Form 990-PF
below:found in Package 990-PF, Returns for

Part XVI-B—RelationshipPrivate Foundations, for additional Amounts in Correspond to
examples that describe the purpose of a Part XVI-A Amounts in Part I, of Activities to the

on line . . . column (a), line . . .grant or contribution.
Accomplishment ofLine 3a—Paid during year. List all

1a – g . . . . . . . . . . . . . . . 11contributions, grants, etc., actually paid Exempt Purposes
2 . . . . . . . . . . . . . . . . . . 11during the year, including grants or

To explain how each amount in column3 . . . . . . . . . . . . . . . . . . 3contributions that are not qualifying
4 . . . . . . . . . . . . . . . . . . 4 (e) of Part XVI-A was related or exemptdistributions under section 4942(g). 5 and 6 . . . . . . . . . . . . . . 5b (description function income, show the line number ofInclude current year payments of column) the amount in column (e) and give a briefset-asides treated as qualifying 7 . . . . . . . . . . . . . . . . . . 11 description of how each activity reported8 . . . . . . . . . . . . . . . . . . 6distributions in the current tax year or any

in column (e) contributed importantly to9 . . . . . . . . . . . . . . . . . . 11 minus any specialprior year.
the accomplishment of the organization’sevent expenses

Line 3b—Approved for future included on lines 13 exempt purposes (other than by providing
payment. List all contributions, grants, through 23 of Part I, funds for such purposes). Activities that

column (a)etc., approved during the year but not generate exempt-function income are10 . . . . . . . . . . . . . . . . . 10cpaid by the end of the year, including the activities that form the basis of the11a – e . . . . . . . . . . . . . . 11unpaid portion of any current year organization’s exemption from tax.
set-aside. Line 1—Program service revenue. On Also, explain any income entered inlines 1a–g, list each revenue-producing column (e) that is specifically excludedPart XVI-A—Analysis of program service activity of the from gross income other than by Codeorganization. For each program serviceIncome-Producing section 512, 513, or 514. If no amount isactivity listed, enter the gross revenue entered in column (e), do not completeearned for each activity, as well asActivities Part XVI-B.identifying business and exclusion codes,In Part XVI-A, analyze revenue items that

in the appropriate columns. For line 1g, Example. M, a performing artsare also entered in Part I, column (a),
enter amounts that are payments for association, is primarily supported bylines 3–11, and on line 5b. Contributions
services rendered to governmental units. endowment funds. It raises revenue byreported on line 1 of Part I are not entered
Do not include governmental grants that charging admissions to its performances.in Part XVI-A. For information on
are reportable on line 1 of Part I. These performances are the primaryunrelated business income, see the

means by which the organizationInstructions for Form 990-T and Pub. 598. Report the total of lines 1a–g on line
accomplishes its cultural and educational11 of Part I, along with any other incomeColumns (a) and (c). In column (a),
purposes.reportable on line 11.enter a 6-digit business code, from the list

in the Instructions for Form 990-T, to Program services are mainly those M reported admissions income in
identify any income reported in column activities that the reporting organization column (e) of Part XVI-A and explained in
(b). In column (c), enter an exclusion was created to conduct and that, along Part XVI-B that these performances are
code, from the list on page 32, to identify with any activities begun later, form the the primary means by which it
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accomplishes its cultural and educational Related organizations. If the Line 1b(4). Answer “Yes” if either
purposes. noncharitable exempt organization is organization reimbursed expenses

related to or affiliated with the reporting incurred by the other.Because M also reported interest from
organization, report all direct and indirect Line 1b(5). Answer “Yes” if eitherstate bonds in column (e) of Part XVI-A,
transfers and transactions except for organization made loans to the other or ifM explained in Part XVI-B that such
contributions and grants it received. the reporting organization guaranteed theinterest was excluded from gross income

other’s loans.by Code section 103. Unrelated organizations. All
transfers to an unrelated noncharitable Line 1b(6). Answer “Yes” if either
exempt organization must be reported onPart XVII—Information organization performed services or
line 1a. All transactions between the membership or fundraising solicitationsRegarding Transfers To reporting organization and an unrelated for the other.
noncharitable exempt organization mustand Transactions and Line 1c. Complete line 1c regardless of
be shown on line 1b unless they meet the whether the noncharitable exemptRelationships With exception in the specific instructions for organization is related to or closely
line 1b. affiliated with the reporting organization.Noncharitable Exempt

For purposes of this line, “facilities”Line 1a—Transfers. Answer “Yes” toOrganizations includes office space and any other land,lines 1a(1) and 1a(2) if the reporting
Part XVII is used to report direct and building, or structure whether owned ororganization made any direct or indirect
indirect transfers to (line 1a) and direct leased by, or provided free of charge to,transfers of any value to a noncharitable
and indirect transactions with (line 1b) the reporting organization or theexempt organization.
and relationships with (line 2) any other noncharitable exempt organization.A “transfer” is any transaction ornoncharitable exempt organization. A Line 1d. Use this schedule to describearrangement whereby one organization“noncharitable exempt organization” is an the transfers and transactions for whichtransfers something of value (cash, otherorganization exempt under section 501(c) “Yes” was entered on lines 1a–c above.assets, services, use of property, etc.) to(that is not exempt under section You must describe each transfer oranother organization without receiving501(c)(3)), or a political organization transaction for which the answer wassomething of more than nominal value indescribed in section 527. “Yes.” You may combine all of the cashreturn. Contributions, gifts, and grants are

For purposes of these instructions, the transfers (line 1a(1)) to each organizationexamples of transfers.
section 501(c)(3) organization completing into a single entry. Otherwise, make a

If the only transfers between the twoPart XVII is referred to as the “reporting separate entry for each transfer or
organizations were contributions andorganization.” transaction.
grants made by the noncharitable exempt

A noncharitable exempt organization is Column (a). For each entry, enter theorganization to the reporting organization,
“related to or affiliated with” the reporting line number from line 1a–c. For example,answer “No.”
organization if either: if the answer was “Yes” to line 1b(3),

Line 1b—Other transactions. Answer• The two organizations share some enter “b(3)” in column (a).
“Yes” for any transaction described onelement of common control, or Column (d). If you need more space,line 1b(1)–(6), regardless of its amount, if• A historic and continuing relationship write “see attached” in column (d) andit is with a related or affiliatedexists between the two organizations. use an attached sheet for the description.organization. If making more than one entry on line 1d,A noncharitable exempt organization is

Unrelated organizations. Answer specify on the attached sheet whichunrelated to the reporting organization if:
“Yes” for any transaction between the transfer or transaction you are describing.• The two organizations share no
reporting organization and an unrelatedelement of common control, and Line 2—Reporting of certain
noncharitable exempt organization,• A historic and continuing relationship relationships. Enter on line 2 each
regardless of its amount, if the reportingdoes not exist between the two noncharitable exempt organization that
organization received less than adequateorganizations. the reporting organization is related to or
consideration. There is adequate affiliated with, as defined above. If theAn “element of common control” is consideration when the fair market value control factor or the historic andpresent when one or more of the officers, of the goods and other assets or services continuing relationship factor (or both) isdirectors, or trustees of one organization furnished by the reporting organization is present at any time during the year,are elected or appointed by the officers, not more than the fair market value of the identify the organization on line 2 even ifdirectors, trustees, or members of the goods and other assets or services neither factor is present at the end ofother. An element of common control is received from the unrelated noncharitable the year.also present when more than 25% of the exempt organization. The exceptionofficers, directors, or trustees of one Do not enter unrelated noncharitabledescribed below does not apply toorganization serve as officers, directors, exempt organizations on line 2 even iftransactions for less than adequateor trustees of the other organization. transfers to or transactions with thoseconsideration.

organizations were entered on line 1. ForA “historic and continuing relationship”
Answer “Yes” for any transaction example, if a one-time transfer to anexists when two organizations participate

between the reporting organization and unrelated noncharitable exemptin a joint effort to achieve one or more
an unrelated noncharitable exempt organization was entered on line 1a(2),common purposes on a continuous or
organization if the “amount involved” is do not enter the organization on line 2.recurring basis rather than on the basis of
more than $500. The “amount involved” isone or more isolated transactions or Column (b). Enter the exemptthe fair market value of the goods,activities. Such a relationship also exists category of the organization; for example,services, or other assets furnished by thewhen two organizations share facilities, “501(c)(4).”reporting organization.equipment, or paid personnel during the Column (c). In most cases, a simple

Exception. If a transaction with anyear, regardless of the length of time the description, such as “common directors”
unrelated noncharitable exemptarrangement is in effect. or “auxiliary of reporting organization” will
organization was for adequateLine 1—Reporting of certain transfers be sufficient. If you need more space,
consideration and the amount involvedand transactions. Generally, report on write “see attached” in column (c) and use
was $500 or less, answer “No” for thatline 1 any transfer to or transaction with a an attached sheet to describe the
transaction.noncharitable exempt organization even if relationship. If you are entering more than

the transfer or transaction constitutes the Line 1b(3). Answer “Yes” for transactions one organization on line 2, identify which
only connection with the noncharitable in which the reporting organization was organization you are describing on the
exempt organization. either the lessor or the lessee. attached sheet.
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If the box for question 15 of Part VII-A governing the confidentiality of FormSignature 990-PF are covered in Codeis checked (section 4947(a)(1)
The return must be signed by the section 6104.nonexempt charitable trust filing Form
president, vice president, treasurer, 990-PF instead of Form 1041), the paid The time needed to complete and file
assistant treasurer, chief accounting preparer must also enter his or her social this form will vary depending on individual
officer, or other corporate officer (such as circumstances. The estimated averagesecurity number or, if applicable, PTIN
tax officer) who is authorized to sign. A time is:and employer identification number in thereceiver, trustee, or assignee must sign spaces provided. Otherwise, do not enter Recordkeeping . . . . . . . . 140 hr., 37 min.any return that he or she is required to file

the preparer’s social security or employerfor a corporation. If the return is filed for a
identification number. Learning about the law ortrust, it must be signed by the authorized

the form . . . . . . . . . . . . . 28 hr., 15 min.trustee or trustees. Sign and date the
form and fill in the signer’s title.

Preparing the form . . . . . . 33 hr., 39 min.Privacy Act and Paperwork ReductionIf an officer or employee of the Act Notice.  We ask for the informationorganization prepares the return, the Paid Copying, assembling, andon this form to carry out the InternalPreparer’s space should remain blank. If sending the form to the IRS 32 min.Revenue laws of the United States. Yousomeone prepares the return without
are required to give us the information. If you have comments concerning thecharge, that person should not sign the
We need it to ensure that you are accuracy of these time estimates orreturn.
complying with these laws and to allow us suggestions for making this form simpler,Generally, anyone who is paid to
to figure and collect the right amount of we would be happy to hear from you. Youprepare the organization’s tax return must
tax. Section 6109 requires return can write to the Internal Revenue Service,sign the return and fill in the Paid

Tax Products Coordinating Committee,preparers to provide their identifyingPreparer’s Use Only area.
SE:W:CAR:MP:T:T:SP, 1111 Constitutionnumbers on the return.If you have questions about whether a Ave. NW, IR-6406, Washington, DCpreparer is required to sign the return, 20224. Do not send the tax form to thisYou are not required to provide theplease contact an IRS office. address. Instead, see When, Where, andinformation requested on a form that isThe paid preparer must complete the How To File on page 5.subject to the Paperwork Reduction Actrequired preparer information and:

unless the form displays a valid OMB• Sign it in the space provided for the
control number. Books or records relatingpreparer’s signature (a facsimile signature
to a form or its instructions must beis acceptable), and
retained as long as their contents may• Give the organization a copy of the
become material in the administration ofreturn in addition to the copy to be filed

with the IRS. any Internal Revenue law. The rules
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Exclusion Codes

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

16—

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

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

01— 30—

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

02—

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

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

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

03—

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

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

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

32—

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

Section 501(c)(4) local association of
employees organized before May 27,
1969— Income from the sale of
work-related clothes or equipment and
items normally sold through vending
machines; food dispensing facilities; or
snack bars for the convenience of
association members at their usual places
of employment (section 513(a)(2))

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

33—

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

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

34—

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

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

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

35—

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

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

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

36—

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

37—

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

07—

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

24—
Income from hospital services described
in section 513(e)

08—

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

09—

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

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

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

38—

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

26—

Section 501(c)(12) organization— Qualified
pole rental income (section 513(g)) and/or
member income (described in section
501(c)(12)(H))

11—

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

12—

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

27—

Special Rules

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

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

39—

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

28—

Trade or Business
41— Gross income from an unrelated activity

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

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

14—

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

29—

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

15—

Annual dues, not exceeding $131 (subject
to inflation), paid to a section 501(c)(5)
agricultural or horticultural organization
(section 512(d))

40—

Other
Receipt of qualified sponsorship
payments described in section 513(i)

42—

Exclusion of any gain or loss from the
qualified sale, exchange, or other
disposition of any qualifying brownfield
property (section 512(b)(18)[(19)])

43—
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Index

A Private operating Grants . . . . . . . . . . . . . . . . . . . . . . . 15 Program-related
foundation . . . . . . . . . . . . . . . . 3 investment . . . . . . . . . . . . . 24, 26Accounting methods . . . . . . . . . . . 5 Gross investment income . . . . . 11

Program-related Public inspection . . . . . . . . . . . . . 22Accounting period . . . . . . . . . . . . . 5 Gross profit . . . . . . . . . . . . . . . . . . 14
investment . . . . . . . . . . . . . . . 24 Relief . . . . . . . . . . . . . . . . . . . . . . 10Adjusted net income . . . . . . . . . . 12 Gross receipts . . . . . . . . . . . . . . . . . 6

Qualifying distributions . . . . . . 26Amended return . . . . . . . . . . . . 6, 20 Significant disposition . . . . . . . 10
Amended returns, state . . . . . . . . 5 QISubstantial contraction . . . . . 10
Annual return: Qualifying distributions . . . . . . . 12,Taxable private Income test . . . . . . . . . . . . . . . . . . 28

Amended . . . . . . . . . . . . . . . . . . . 6 14, 26foundation . . . . . . . . . . . . . . . . 3 Incomplete return:
Copies to state officials . . . . . . 5 Amounts set aside . . . . . . . . . . 26Depository methods . . . . . . . . . . . 7 How to avoid . . . . . . . . . . . . . . . . 3
Extension for filing . . . . . . . . . . . 6 Electronic deposit . . . . . . . . . . . 7 Penalties . . . . . . . . . . . . . . . . . . . 6
Failure to file timely or Tax deposit coupon . . . . . . . . . 7 Inventory . . . . . . . . . . . . . . . . . . . . . 14 Rcompletely . . . . . . . . . . . . . . . . 6 Depreciation . . . . . . . . . . . . . . . . . 14 Rounding . . . . . . . . . . . . . . . . . . . . 10Purpose of form . . . . . . . . . . . . . 2

Disqualified person . . . . . . . . . . . . 3State reporting L
Disregarded entity . . . . . . . . . . 2, 23requirements . . . . . . . . . . . . . . 5 Large organization . . . . . . . . . . . . . 6 S
Dissolution . . . . . . . . . . . . . . . . . . . 10Termination . . . . . . . . . . . . . . . . 10 Liquidation . . . . . . . . . . . . . . . . . . . 10 Schedule B (Form 990, 990–EZ,

When to file . . . . . . . . . . . . . . . . . 5 Distributable amount . . . . . . . . . . 26 or 990–PF) . . . . . . . . . . . . . . . . 13
Where to file . . . . . . . . . . . . . . . . 5 Self-dealing . . . . . . . . . . . . . . . . . . 22MWhich parts to complete . . . . . 3 E Signature . . . . . . . . . . . . . . . . . . . . 31Minimum investmentAssets test . . . . . . . . . . . . . . . . . . . 28 EFTPS . . . . . . . . . . . . . . . . . . . . . . . 7 Significant disposition . . . . . . . . . 10return . . . . . . . . . . . . . . . . . . . . . . 25Attachments . . . . . . . . . . . . . . . . . 11 Elections . . . . . . . . . . 19, 26, 27, 28 Significant involvement . . . . . . . 24Short tax year . . . . . . . . . . . . . . 26

Electronic deposit . . . . . . . . . . . . . 7 Special payment option . . . . . . . . 7
B Endowment test . . . . . . . . . . . . . . 28 State reportingNBusiness meals . . . . . . . . . . . . . . 15 requirements . . . . . . . . . . . . . . . . 5Estimated tax . . . . . . . . . . . . . . . . . 6 Net investment income . . . . 11, 16 Amended returns . . . . . . . . . . . . 5Penalty . . . . . . . . . . . . . . . . . . . 6, 7 Business meals . . . . . . . . . . . . 15

Substantial contraction . . . . . . . . 10Excise tax based on investmentC Noncharitable exemptincome: Substantial contributor . . . . . . . . 20Capital gains and losses: organization . . . . . . . . . . . . . . . . 30Domestic exempt private Support test . . . . . . . . . . . . . . . . . . 28Basis . . . . . . . . . . . . . . . . . . . . . . 18 Nonexempt charitable trust . . . . . 3,foundations . . . . . . . . . . . . . . 19Gains . . . . . . . . . . . . . . . . . . . . . . 18 7, 22Domestic taxable privateLosses . . . . . . . . . . . . . . . . . . . . 18 Nonoperating private Tfoundations and sectionCharitable donation: foundation . . . . . . . . . . . 3, 12, 14 Tax payment methods:4947(a)(1) nonexemptSubstantiation of . . . . . . . . . . . 13 Depository method . . . . . . . . . . 7charitable trusts . . . . . . . . . . 19Contributions . . . . . . . . . . . . . . . . . 15 Special payment option . . . . . . 7Foreign organizations . . . . . . . 19 OCopy of old return . . . . . . . . . . . . . 6 Taxable private foundation . . . . . 3,Exempt operating foundation Other expenses . . . . . . . . . . . . . . 15Currency . . . . . . . . . . . . . . . . . . . . . 11 7qualification . . . . . . . . . . . . . . . . 19
Termination . . . . . . . . . . . . . . 10, 11Extension for filing . . . . . . . . . . . . . 6

P Annual return . . . . . . . . . . . . . . 10D
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