
Userid: SD_Z9FHB DTD instrx Leadpct: -2% Pt. size: 9.5 ❏ Draft ❏ Ok to Print

PAGER/XML Fileid: ...rs\z9fhb\documents\epicfiles\2010 Forms\I4720 xml as of 12-16-10.xml (Init. & date)

Page 1 of 15 Instructions for Form 4720 14:55 - 16-DEC-2010

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

Department of the Treasury
Internal Revenue Service2010

Instructions for Form 4720
Return of Certain Excise Taxes Under Chapters 41 and 42 of the
Internal Revenue Code
(Sections 170(f)(10), 664(c)(2), 4911, 4912, 4941, 4942,
4943, 4944, 4945, 4955, 4958, 4965, 4966, and 4967)

Section references are to the Internal • Tax Law frequently asked questions.Contents Page
Revenue Code unless otherwise noted. • Tax Topics from the IRS telephonePrivacy Act and Paperwork

response system.Reduction Act Notice . . . . . . . . . .15Contents Page
• Internal Revenue Code —Title 26 ofPurpose of Form . . . . . . . . . . . . . . . .1
the U.S. Code.RemindersWho Must File . . . . . . . . . . . . . . . . . .2 • Fill-in, print, and save features forWhere To File . . . . . . . . . . . . . . . . . .3 For the most up-to-date tax information, most tax forms.please visit us at www.irs.gov/When To File . . . . . . . . . . . . . . . . . .3 • Internal Revenue Bulletins.formspubs/index.html and selectExtension . . . . . . . . . . . . . . . . . . . . .3 • Toll-free and email technical support.Highlights of Recent Tax ChangesName, Address, etc. . . . . . . . . . . . . .3 The DVD is released twice duringunder the Important changes section.Signature and Verification . . . . . . . . .3 the year. The first release will ship the

Attachments . . . . . . . . . . . . . . . . . . .3 beginning of January 2011. The secondPhone HelpOrganizations Organized or release will ship the beginning of March
If you have questions and/or need helpCreated in a Foreign 2011.
completing this form, please callCountry or U.S. Possession . . . . .3 Purchase the DVD from National1-877-829-5500. This toll-freeTax Payments . . . . . . . . . . . . . . . . . .3 Technical Information Service (NTIS) attelephone service is available Monday

Rounding Off to Whole Dollars . . . . .4 www.irs.gov/cdorders for $30 (nothrough Friday.
Penalties and Interest . . . . . . . . . . . .4 handling fee) or call 1-877-233-6767 toll

free to buy the DVD for $30 (plus a $6Abatement . . . . . . . . . . . . . . . . . . . .4 Photographs of Missing
handling fee).Initial Tax Liability . . . . . . . . . . . . . . .4

ChildrenCompleting the Schedules . . . . . . . . .4 By phone and in person. You can
The Internal Revenue Service is a order forms and publications by callingAmended Return . . . . . . . . . . . . . . . .4
proud partner with the National Center 1-800-TAX-FORMS (1-800-829-3676).Specific Instructions for Page 1 . . . . .4
for Missing and Exploited Children. You can also get most forms andSchedule A—Initial Taxes on
Photographs of missing children publications at your local IRS office.Self-Dealing . . . . . . . . . . . . . . . . . .6
selected by the Center may appear inSchedule B—Initial Tax on instructions on pages that would IRS E-Services MakeUndistributed Income . . . . . . . . . . .7 otherwise be blank. You can help bring

Schedule C—Initial Tax on Taxes Easierthese children home by looking at the
Excess Business Holdings . . . . . . .7 photographs and calling Now more than ever before, businesses

Schedule D—Initial Taxes on 1-800-THE-LOST (1-800-843-5678) if can enjoy the benefits of filing and
Investments That Jeopardize you recognize a child. paying their federal taxes electronically.
Charitable Purpose . . . . . . . . . . .10 Whether you rely on a tax professional

Schedule E—Initial Taxes on How To Get Forms and or handle your own taxes, the IRS
Taxable Expenditures . . . . . . . . . .10 offers you convenient programs toPublicationsSchedule F—Initial Taxes on make taxes easier. Use these

electronic options to make filing andPolitical Expenditures . . . . . . . . . .11
Internet. You can access the IRS paying easier.Schedule G—Tax on Excess
website 24 hours a day, 7 days a week, • You can e-file your Form 990 orLobbying Expenditures . . . . . . . . .11
at IRS.gov to: Form 990-PF; Form 940 and 941Schedule H—Taxes on • Download forms, instructions, and employment tax returns; Forms 1099;Disqualifying Lobbying
publications. and other information returns. VisitExpenditures . . . . . . . . . . . . . . . .11 • Order IRS products online. www.irs.gov/efile for details.Schedule I—Initial Taxes on • Research your tax questions online. • You can pay taxes online or byExcess Benefit Transactions . . . .12 • Search publications online by topic or phone using the free Electronic Federal

Schedule J—Taxes on Being keyword. Tax Payment System (EFTPS). Visit
a Party to Prohibited Tax • Sign up to receive local and national www.eftps.gov or call 1-800-555-4477
Shelter Transactions . . . . . . . . . .13 tax news by email. for details. Electronic Funds Withdrawal

Schedule K—Taxes on (EFW) from a checking or savingsDVD for tax products. You can order
Taxable Distributions of account also is available to those whoPublication 1796, IRS Tax Products
Sponsoring Organizations file electronically.DVD, and obtain:
Maintaining Donor • Current-year forms, instructions, and
Advised Funds . . . . . . . . . . . . . . .14 publications. General Instructions

Schedule L—Taxes on • Prior-year forms, instructions, and
Prohibited Benefits publications. Purpose of FormDistributed From Donor • Tax Map: an electronic research tool
Advised Funds . . . . . . . . . . . . . . .14 and finding aid. Use Form 4720 to figure and pay:
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• The initial taxes on private Other organizations owing initial 170(c) (other than the United States) or
foundations and self-dealers, under taxes on excess business holdings an Indian tribal government (within the
sections 4941 through 4945 for Supporting organizations described in meaning of section 7701(a)(40)).
self-dealing, failure to distribute income, section 4943(f)(3) and donor advised
excess business holdings, investments funds described in section 4966(d)(2)

Any entity described in sectionthat jeopardize charitable purpose, and that owe the tax reported on Schedule 4965(c) that is a party to ataxable expenditures; C (section 4943(a)). PTST must file Form 8886-T.
TIP

• The initial tax on certain supporting
Public charities making excessorganizations and donor advised funds Managers, self-dealers, disqualifiedlobbying expenditures. Publicfor excess business holdings under persons, donors, donor advisors,charities that made the election undersection 4943;

and related persons. If you are asection 501(h) and owe tax on excess• The section 4911 tax on excess manager, self-dealer, disqualifiedlobbying expenditures as figured onlobbying expenditures by public person, donor, donor advisor, or relatedSchedule C (Form 990 or 990-EZ), Partcharities that have elected to be subject person who owes tax under Chapter 41II-A, must file Form 4720 to report theto section 501(h) regarding or 42, including entity managers underliability and pay the tax (Schedule G).expenditures to influence legislation. section 4965, and you have the same(Private foundations and section tax year (or accounting year, asCertain organizations (and possibly4947(a) trusts are not eligible to make
applicable) of the entity, you may reporttheir managers) whose sectionthis election.);
the tax you owe on the Form 4720 filed501(c)(3) status is revoked because of• The section 4912 tax on excess by the entity. Managers, self-dealers,excess lobbying activities are subject to

lobbying expenditures that result in loss and disqualified persons who do thisa 5% excise tax on their lobbying
of section 501(c)(3) tax-exempt status; are responsible for the parts that relateexpenditures.

to taxes they owe and should include• The section 4955 tax imposed on any
amount paid or incurred by a section their own check or money order,Organizations making political
501(c)(3) organization that participates payable to the United States Treasury,expenditures. All section 501(c)(3)
or intervenes in any political campaign with the return.organizations that make a political
on behalf of, or in opposition to, any expenditure must file Form 4720 to
candidate for public office; report the liability and pay the tax. Managers, self-dealers, disqualified

Organization managers may report any persons, donors, donor advisors, and• The section 4958 initial taxes on
first tier tax they owe on Schedule F ofdisqualified persons and organization related persons who owe tax under
Form 4720. (See Schedule Fmanagers of section 501(c)(3) (except Chapter 41 or 42, including entity
instructions for the definition of politicalprivate foundations), 501(c)(4), and managers under section 4965, and do
expenditures.)501(c)(29) organizations that engage in not have the same tax year (or

excess benefit transactions; accounting year, as applicable) or do
Charitable organizations that make not sign the return of the entity, must• The section 4965 taxes related to
certain premium payments on file a separate return on Form 4720prohibited tax shelter transactions;
personal benefit contracts. Form showing the tax owed and the name of• The section 4966 taxes on taxable 4720 must be filed by any organization the entity for which you owe tax. If youdistributions by sponsoring described in section 170(c) or section file a separate Form 4720, enter yourorganizations maintaining donor 664(d) that answered “Yes” to question tax year at the top of the form. Enteradvised funds; 7f in Part V of Form 990, question 6b in

your name, address, and taxpayerPart VII-B of Form 990-PF, question• The section 4967 taxes on identification number in Part II-A.80b in Part VI-B of Form 5227, or thatdistribution of prohibited benefits from Complete all the information the formotherwise paid premiums on a personaldonor advised funds; requires, to the extent possible, thatbenefit contract in connection with a
• The section 170(f)(10) tax on any applies to your liability.transfer to an organization for which a
premiums paid on a personal benefit charitable deduction was not allowed to
contract in connection with a transfer to the transferor. Managers of tax favoredan organization or charitable remainder retirement plans, individualtrust for which a charitable deduction is Sponsoring organizations retirement arrangements, and

TIP

not allowed to the transferor; and maintaining donor advised funds. savings arrangements described in
• The section 664(c)(2) tax on the All section 170(c) organizations sections 401(a), 403(a), 403(b), 529,
unrelated business taxable income of a (excluding private foundations and 457(b), 408(a), 220(d), 408(b), 530, or
charitable remainder trust. government organizations referred to in 223(d) must report and pay tax due

sections 170(c)(1) and 170(c)(2)(A)) under section 4965(a)(2) on FormWho Must File that maintain one or more donor 5330.
advised funds must file Form 4720 toPrivate foundations and section report the liability and pay the tax owed Charitable Remainder Trusts. All4947(a) trusts. Generally, Form 4720
on any taxable distributions undermust be filed by all organizations, charitable remainder trusts described insection 4966 (Schedule K).including foreign organizations, that section 664 that have unrelated

answered “Yes” to question 1b, 1c, 2b, business taxable income for the tax
Certain tax-exempt entities that are a3b, 4a, 4b, 5b, 6b, or 7b in Part VII-B of year must file Form 4720 to report theparty to a prohibited tax shelterForm 990-PF; or “Yes” to question 75b, liability and pay the tax due. Unrelatedtransaction (PTST). Certain75c, 77b, 78a, 78b, 79b, or 80b in Part business taxable income is figuredtax-exempt entities must file Form 4720VI-B, and item G on page 1, of Form under section 512 and is determined asto report the liability and pay the tax5227. A trust described in section

if Part III of subchapter F applies todue under section 4965(a)(1). This4947(a)(2) is considered a private
such trusts.requirement applies to entitiesfoundation insofar as it is subject to

described in section 501(c), 501(d), orChapter 42 provisions.
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pay any balance due by the due date corporation must sign the Form 4720Where To File
for Form 4720. filed for these taxpayers.

Also, a person with a valid power ofForm 8868 is also used to requestIf you are located Then use the
attorney may sign for the organization,in following address an additional extension of time to file;
foundation, manager, self-dealer,however, these extensions are not
donor, donor advisor, or related person.automatically granted.The United States Department of the Include a copy of the power of attorneyTreasury with the return.Name, Address, etc.Internal Revenue

Service Center The name, address, and employer Paid PreparerOgden, UT identification number of the
Generally, anyone who is paid to84201-0027 organization or entity should be the
prepare a tax return must sign thesame as shown on Form 990-PF, Form
return and fill in the blanks in the Paid5227, Form 990, Form 990-EZ, andA foreign country or Internal Revenue Preparer Use Only area of the return.Schedule A (Form 990 or 990-EZ). Ifa U.S. possession Service Center

The person required to sign theyou are a self-dealer, donor, donorP.O. Box 409101
return must:advisor, related person, disqualifiedOgden, UT 84409
• Complete the required preparerperson, or manager filing a separate
information,Form 4720, enter your name, address,
• Sign it in the space provided for theand taxpayer identification number inWhen To File
preparer’s signature (a facsimiliePart II-A.

Part I taxes. File Form 4720 by the signature is acceptable), andInclude the suite, room, or other unitdue date (not including extensions) for • Give you a copy of the return for yournumber after the street address.filing the organization’s Form 990-PF, records.
Form 990, Form 990-EZ, or Form 5227. If the Post Office does not deliver
If you are not required to file any of mail to the street address, show the Attachments
these forms, file Form 4720 by the 15th P.O. box number instead of the street

If you need more space, attachday of the 5th month after the entity’s address.
separate sheets showing the sameaccounting period ends. If you want a third party (such as an information in the same order as on the

If the regular due date falls on a accountant or an attorney) to receive printed form. Show the totals on the
Saturday, Sunday, or legal holiday, file mail for the foundation or charity, enter printed form.
by the next business day. on the street address line “C/O”

Enter the organization’s name andfollowed by the third party’s name andAffiliated group member.  For
EIN on each sheet. Use sheets that arestreet address or P.O. box.members of an affiliated group of
the same size as the form and indicateorganizations that have different tax
clearly the line of the printed form toyears, and who are filing Form 4720 to Signature and which the information relates.report tax under section 4911, the tax

Verificationyear of the affiliated group is the Organizations Organizedcalendar year, unless all members of If you are a manager, self-dealer,
the group elect under Regulations disqualified person, donor, donor or Created in a Foreign
section 56.4911-7(e)(5) to make a advisor, or related person, you should
member’s year the group’s tax year. Country or U.S.sign only in the spaces that apply,

whether you use the return of thePart II taxes. If you are a manager, Possessionfoundation or organization as yourself-dealer, disqualified person, donor,
Report all amounts in U.S. currencyreturn, or file separately.donor advisor, or related person, owing
(state conversion rate used) and givetaxes under Chapter 41 or 42 and filing If you are signing on behalf of the information in English. Report items ina separate Form 4720, and your tax foundation or organization and also total, including amounts andyear ends on the same date as the because of personal tax liability, you transactions from both inside andorganization, you must file by the due must sign twice. You sign: outside the United States.date for filing Form 990-PF, Form 5227, 1. On behalf of the foundation orForm 990, or Form 990-EZ of the Sections 4941 through 4945 andorganization, andorganization for which you owe tax. If section 4955 do not apply to foreign2. For your own personal taxyour tax year ends on a date different private foundations that receiveliability.from that of the organization, or your substantially all of their support (other

organization is not required to file a than gross investment income) fromFor a corporation (or an association),
Form 990, Form 990-EZ, Form 990-PF, sources outside the United States.the form may be signed by one of the
or Form 5227, you must file a Form These organizations must complete thisfollowing: president, vice president,
4720 by the 15th day of the 5th month form and file it in the same manner astreasurer, assistant treasurer, chief
after your tax year ends. other private foundations. However,accounting officer, or other corporate

these organizations, as well asIf the regular due date falls on a officer (such as tax officer).
foundation managers and self-dealers,Saturday, Sunday, or legal holiday, file

For a partnership, the form may be do not have to pay any tax that wouldby the next business day.
signed by a partner or partners otherwise be due on this return.
authorized to sign the partnershipExtension return. Tax PaymentsIf you cannot file Form 4720 by the due

If the return is filed on behalf of adate, you may request an automatic Managers, self-dealers, disqualified
trust, the authorized trustee(s) must3-month extension of time to file by persons, donors, donor advisors, and
sign it.using Form 8868, Application for related persons, paying tax on the

Extension of Time To File an Exempt A receiver, trustee, or assignee organization’s Form 4720 must pay with
Organization Return. The automatic required to file any return on behalf of the return the tax that applies to them
3-month extension will be granted if you an individual, a trust, estate, as shown in Part II-A, page 1.
properly complete this form, file it, and partnership, association, company, or Managers, self-dealers, disqualified
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persons, donors, donor advisors, and C for a description of the publicAbatement
related persons, who file separate charities to which section 4943 applies.See section 4962 for rules onForms 4720 must pay the applicable Before completing Schedule C,abatement, refund, or relief fromtax with their separate returns. When determine whether the organization orpayment of first tier taxes undermanagers do not sign the donor advised fund has excesssections 4942 through 4945, 4955,organization’s Form 4720 to report their holdings in any business enterprise. If4958, 4966, and 4967. To requestown tax liability, the amount of tax they the organization or donor advised fundabatement, refund, or relief underowe should not be entered in Part II-B, has holdings subject to the tax onsection 4962, write “Request forline 1. excess business holdings, completeAbatement Under Section 4962” in the

Payment by a private foundation of Schedule C for each enterprise.top margin of Form 4720, page 1.
any taxes owed by the foundation

Before completing Schedule D,managers or self-dealers will result in Initial Tax Liability determine whether the investment wasadditional taxes under the self-dealing
If you pay an initial tax on self-dealing program related. If not, completeand taxable expenditure provisions.
or on investments that jeopardize Schedule D for each investment forManagers and self-dealers should pay
charitable purpose (figured on which you answered “Yes” to Formtaxes imposed on them with their own
Schedules A and D of Form 4720, 990-PF, Part VII-B, question 4a or b, orcheck or money order.
respectively) for tax year 2010, the Form 5227, Part VI-B, question 78a or

Disqualified persons and entity payment may not satisfy the entire tax b.
managers should pay taxes on excess liability for an act of self-dealing or a
benefit transactions that are imposed jeopardy investment. (For the definition Amended Returnon them with their own check or money of self-dealing, see the instructions for
order. Any reimbursement of a To correct a previously filed Form 4720,Schedule A of this form; for the
disqualified person’s tax liability from use the same year form as you aredefinition of jeopardy investment, see
excess benefit transactions by the correcting, then:the instructions for Schedule D of this
organization will be treated as an • Write “Amended Return” at the top ofform.) Paying the tax and filing a Form
excess benefit transaction subject to page 1.4720 are required for each year or part
the tax unless the organization included • Complete the entire return (not justof a year in the taxable period that
the reimbursement in the disqualified the part that changed) following theapplies to the act or investment.
person’s compensation and the form and instructions for the amendedGenerally, the taxable period begins
disqualified person’s total year.with the date of the act or investment
compensation was reasonable. See the • Include a statement that identifies theand ends with the date corrective action
instructions for Schedule I on page 12 lines and amounts being changed andis completed, a notice of deficiency is
for information on excess benefit the reason for each change.mailed, or the tax is assessed,
transactions. • Write the entity’s name and EIN atwhichever comes first.

the top of each page of the statement.
Similar rules apply for the initial taxRounding Off to Whole If the amended return is claiming aliability resulting from failing to distribute

refund or requesting an abatement,income (Schedule B) and fromDollars
write “Claim for Refund” or “Request foracquiring excess business holdingsYou may round off cents to whole Abatement,” whichever is applicable,(Schedule C). Thus, the initial taxdollars on your return and schedules. If near the top of the statement discussedliability for those taxes continues toyou do round to whole dollars, you above.accrue until the date a notice ofmust round all amounts. To round, drop

deficiency is mailed, the violation is Note: If you are claiming a refund oramounts under 50 cents and increase
corrected, or the tax is assessed, requesting an abatement, you may useamounts from 50 to 99 cents to the next
whichever comes first. Form 843, Claim for Refund anddollar. For example, $1.39 becomes $1

Request for Abatement, instead ofand $2.50 becomes $3. Completing the Form 4720.If you have to add two or more
amounts to figure the amount to enter Schedules
on a line, include cents when adding Before completing any of the schedules
the amounts and round off only the Specific Instructions forin this return, read the applicable
total. instructions. If any completed schedule Page 1

shows taxes owed, enter them on pagePenalties and Interest Question B. To avoid additional taxes1 of this return.
and penalties under sections 4941There are penalties for failure to file or The instructions for Schedules A through 4945, 4955, and 4958, and into pay tax. There are also penalties for through L describe acts or transactions some cases further initial taxes on thewillful failure to file, supply information subject to tax under Chapter 42. Also, foundation, organization, and relatedor pay tax, and for filing fraudulent go to www.irs.gov/charities/foundations/ persons, a foundation, organization,returns and statements, that apply to index.html for a list of exceptions that disqualified person, or manager mustpublic charities, private foundations, eliminate any tax liability that would correct the taxable event within themanagers, donors, donor advisors, otherwise be shown on Schedules A correction period. The taxable event isrelated persons, and self-dealers who and E. Do not complete Schedules A the act, failure to act, or transaction thatare required to file this return. See and E if exceptions apply to all the acts resulted in the liability for initial taxessections 6651, 7203, 7206, and 7207. or transactions. In general, question A under these provisions.Also, see section 6684 for penalties on page 1 and Schedules A, B, C, D,

that relate to tax liability under Chapter and E do not apply to public charities. Generally, the correction period
42. However, Schedule C does apply to begins on the date the event occurs

Interest at the underpayment rate some public charities including donor and ends 90 days after the mailing date
established under section 6621 is advised funds and certain supporting of a notice of deficiency, under section
charged for any unpaid tax. The organizations that are treated as private 6212, in connection with the second tier
interest on underpayments is in addition foundations for purposes of section tax imposed on that taxable event. That
to any penalties. 4943. See the instructions for Schedule time is extended by:
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• Any period in which a deficiency the organization in a financial position A personal benefit contract is (to the
cannot be assessed under section not worse than that in which it would be transferor) any life insurance, annuity,
6213(a) because a petition to the Tax if the disqualified person had been or endowment contract that benefits
Court for redetermination of the dealing under the highest fiduciary directly or indirectly the transferor, a
deficiency is pending, not extended by standards. member of the transferor’s family, or
any supplemental proceeding by the any other person designated by the
Tax Court under section 4961(b), transferor (other than an organizationIf, when the return is filed, the
regarding whether correction was described in section 170(c)).foundation, entity, managers,
made, and self-dealers, disqualified persons, For more information, see Notice• Any other period the IRS determines donors, donor advisors, or related 2000-24, which is on page 952 of
is reasonable and necessary to correct persons have corrected any acts or Internal Revenue Bulletin 2000-17 at
the taxable event. transactions resulting in liability for tax www.irs.gov/pub/irs-irbs/irb00-17.pdf.

under Chapter 42, answer “Yes” to
The taxable event will be treated as Line 11question B and give the following

occurring: information separately for each Enter the charitable remainder trust’s• For the tax on failure to distribute correction: unrelated business taxable income onincome, on the first day of the tax year • Schedule and item number of the act line 11. Charitable remainder trustsfor which there was a failure to or transaction that has been corrected, must attach a schedule that shows howdistribute income, • A description of the act or transaction their unrelated business taxable income• For the tax on excess business that resulted in the tax, was computed. The excise tax imposedholdings, on the first day on which there • A detailed description of the on a charitable remainder trust is equalwere excess business holdings, or correction made, to the trust’s unrelated business taxable• In any other case, on the date the • The amount of any political income.event occurred. expenditure recovered, Attached schedule. Charitable• Description of safeguards to preventGenerally, the term “correction” has remainder trusts may use Form 990-T
future political expenditures, andthe following meanings. as the attached schedule. If the trust• The date of correction. uses Form 990-T as the attached1. Section 4941 (Schedule A)

schedule, complete Form 990-T asUndoing the transaction to the extent For any acts or transactions the
follows:possible, but in any case placing the foundation, entity, managers,

private foundation in a financial position self-dealers, disqualified persons, 1. Write “ATTACHMENT TO FORM
not worse than that in which it would be donors, donor advisors, or related 4720” at the top of page 1.
if the disqualified person were dealing persons have not corrected, give the 2. Enter the trust’s name under
under the highest fiduciary standards. following information separately for “Name of organization” and complete

2. Section 4942 (Schedule B) each act: item D and E at the top of page 1.
Making sufficient qualifying distributions • Schedule and item number of the act 3. Complete Parts I and II. If a line
to compensate for deficient qualifying or transaction that has not been does not apply, leave it blank.
distributions for a prior tax year. corrected, 4. Complete any of the Schedules

3. Section 4943 (Schedule C) • A description of the act or on Form 990-T or other forms or attach
Action that results in the foundation no transaction, and a schedule as required by any line on
longer having excess business holdings • A detailed explanation of why which an entry is made for Parts I and
in a business enterprise. correction has not been made and what II. Also, attach any schedule as may be

4. Section 4944 (Schedule D) An steps are being taken to make the required on any Schedule on Form
investment is considered to be removed correction. 990-T or other form that you are
from jeopardy when the investment is required to complete. However, ifIf you are correcting deficientsold or otherwise disposed of, and the Schedule D (Form 1041) is required, dodistributions under section 4942 whereproceeds of such sale or other not complete Part V of Schedule Dan election under section 4942(h)(2)disposition are not investments that (Form 1041).was filed with the IRS, provide a copyjeopardize the carrying out of the 5. Enter the amount from line 34 ofof the election. See the instructions forfoundation’s exempt purposes. Form 990-T on Part I, line 11 of FormForm 990-PF, Part XIII, lines 4b and 4c5. Section 4945 (Schedule E) 4720. Do not complete Parts III-V or thefor more information.a. Recovering part or all of the signature area of Form 990-T.
expenditure to the extent recovery is Part I If you do not complete a Form 990-Tpossible, and where full recovery is not

as the attached schedule, then attach apossible, such additional corrective Line 8 schedule with the same information asaction as is prescribed by regulations,
Form 990-T and its Schedules (asor

If the organization has an entry discussed above) including all theb. Obtaining or making the report in
on this line, it must also file information that must be attached toquestion for a case that fails to comply
Form 8870.

TIP
Form 990-T and its Schedules, such aswith section 4945(h)(2) or (3)
other forms and attachments. Be sure(expenditure responsibility). Enter the total of all premiums paid
to enter the amount shown as unrelated6. Section 4955 (Schedule F) by the organization on any personal
business taxable income on Part I, lineRecovering part or all of the benefit contract if the payment of
11 of Form 4720.expenditure to the extent recovery is premiums is in connection with a

possible, establishment of safeguards transfer for which a deduction is not Part II-Ato prevent future political expenditures, allowed under section 170(f)(10)(A).
and where full recovery is not possible, Also, if there is an understanding or Columns (a) and (b). List the names,
such additional corrective action as is expectation that any person will directly addresses, and taxpayer identification
prescribed by the regulations. or indirectly pay any premium on a numbers of all persons who owe tax in

7. Section 4958 (Schedule I) personal benefit contract for the connection with the foundation or
Undoing the excess benefit to the transferor, include those premium organization, whether as managers,
extent possible and taking any payments in the amount entered on this self-dealers, disqualified persons,
additional measures necessary to place line. donors, donor advisors, or related
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persons, as shown in Schedules A, D, disqualified person, donor, donor • Lending of money or other extension
E, F, H, I, J, K, and L. advisor, or related person, under of credit between a private foundation

sections 4912, 4941, 4944, 4945, 4955, and a disqualified person,Column (c). For each person listed in
4958, 4966, and 4967 is joint and • Furnishing of goods, services, orcolumn (a), enter the sum of:
several. Therefore, if more than one facilities between a private foundation1. Taxes that person owes as a person owes tax on an act as a and a disqualified person,self-dealer, from Schedule A, Part II, manager, self-dealer, disqualified • Payment of compensation (orcolumn (d), and person, donor, donor advisor, or related payment or reimbursement of2. Tax for acts of self-dealing in person, they may apportion the tax expenses) by a private foundation to awhich the individual participated as a among themselves. However, when all disqualified person,manager, from Schedule A, Part III, managers, self-dealers, donors, donor • Transfer to, or use by or for thecolumn (d). advisors, related persons, or benefit of, a disqualified person of the
disqualified persons who are liable for income or assets of a privateColumn (d). Enter for each person
tax on a particular transaction under foundation, andlisted in column (a) the tax on jeopardy
sections 4912, 4941, 4944, 4945, 4955, • Agreement by a private foundation toinvestments from Schedule D, Part II,
4958, 4966, or 4967 pay less than the make any payment of money or othercolumn (d), that the individual took part
total tax due on that transaction, then property to a government official otherin as a foundation manager.
the IRS may charge the amount owed than an agreement to employ or makeColumn (e). Enter for each person to one or more of them regardless of a grant to that individual for any periodlisted in column (a) the tax on taxable the tax apportionment shown on this after the end of government service ifexpenditures from Schedule E, Part II, return. that individual will be endingcolumn (d), that the individual took part government service within a 90-dayin as a foundation manager. period.Part II-B

Column (f). Enter for each person Exceptions to self-dealing. Go toLine 2. If you filed Form 8868 for thislisted in column (a) the tax on political
http://www.irs.gov/irm/part7/return, subtract the payment(s) youexpenditures from Schedule F, Part II,
irm_07-027-015.html#d0e272 for amade with Form 8868 from the amountcolumn (d), that the individual took part
description of acts that are notyou owe. If you have overpaid, report ain as an organization or foundation
considered self-dealing.negative amount in parenthesis.manager.
Initial taxes on self-dealer. An initialColumn (g). Enter for each person Note: If there is more than one signer tax of 10% of the amount involved islisted in column (a) the tax on for this return, see Tax Payments on charged for each act of self-dealingdisqualifying lobbying expenditures page 3. between a disqualified person and afrom Schedule H, Part II, column (d),
private foundation for each year or partthat the individual took part in as an
of a year in the taxable period. Anyorganization manager.
disqualified person (other than aSchedule A—InitialColumn (h). For each person listed in foundation manager acting only as

column (a), enter the sum of: Taxes on Self-Dealing such) who takes part in the act of
1. Taxes that person owes as a self-dealing must pay the tax.(Section 4941)disqualified person, from Schedule I, Initial taxes on foundation managers.Part II, column (d), and When a tax is imposed on a foundationGeneral Instructions2. Tax on excess benefit manager for an act of self-dealing, thetransactions in which the organization Requirement. All organizations that tax will be 5% of the amount involved inmanager participated knowing that the answered “Yes” to question 1b or 1c in the act of self-dealing for each year ortransaction was improper, from Part VII-B of Form 990-PF, or “Yes” to part of a year in the taxable period.Schedule I, Part III, column (d). question 75b or 75c in Part VI-B of However, the total tax imposed for all

Form 5227, must complete Schedule A. years in the taxable period is limited toColumn (i).  Enter for each person Complete Parts I, II, and III of Schedule $20,000 for each act of self-dealing.listed in column (a) the tax on the entity A only in connection with acts that are The tax is imposed on any foundationmanager who approved or otherwise subject to the tax on self-dealing. manager who took part in the actcaused the entity to be a party to a
knowing that it was self-dealing exceptprohibited tax shelter transaction from Paying the tax and filing a Form
those foundation managers whoseSchedule J, Part II, column (d). 4720 is required for each year or part of
participation was not willful and wasa year in the taxable period that appliesColumn (j). Enter for each person due to reasonable cause. Anyto the act of self-dealing. Generally, thelisted in column (a) the tax on taxable foundation manager who took part intaxable period begins with the date ondistributions from sponsoring the act of self-dealing must pay the tax.which the self-dealing occurs and endsorganizations maintaining donor

on the earliest of:advised funds from Schedule K, Part II, Specific Instructions
column (d) that the individual took part • The date a notice of deficiency is

Part I. List each act of self-dealing inin as a manager. mailed under section 6212, in
Part I. Enter in column (d) the numberconnection with the initial tax imposedColumn (k). For each person listed in
designation from Form 990-PF, Parton the self-dealer,column (a), enter the:
VII-B, question 1a, or Form 5227, Part• The date the initial tax on the1.  Tax imposed on a donor, donor VI-B, question 75a, that applies to theself-dealer is assessed, oradvisor, or related person, from act. For example, “1a(1)” or “1a(4).”• The date correction of the act ofSchedule L, Part II, column (d), and
Part II. Enter in column (a) the namesself-dealing is completed.2. Tax on each fund manager who
of all disqualified persons who took partagreed to the making of a distribution of Self-dealing. Self-dealing includes in the acts of self-dealing listed in Parta prohibited benefit from Schedule L,

any direct or indirect: I. If more than one disqualified personPart III, column (d) that the individual • Sale, exchange, or leasing of took part in an act of self-dealing, eachtook part in as a manager.
property between a private foundation is individually liable for the entire tax in

Liability for tax. A person’s liability and a disqualified person (see connection with the act. But the
for tax as a manager, self-dealer, definitions in Form 990-PF instructions), disqualified persons who are liable for
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the tax may prorate the payment holdings do not include program-related
among themselves. Enter in column (c) investments (such as investments inSchedule C—Initial Tax
the tax to be paid by each disqualified small businesses in economically

on Excess Businessperson. depressed areas or in corporations to
assist in neighborhood renovations) asHoldings (Section 4943)Carry the total amount in column (d) defined in section 4944(c) and related

for each self-dealer to page 1, Part II-A, regulations. Also, business enterprise
column (c). General Instructions does not include a trade or business at

Private foundations are generally not least 95% of the gross income of whichPart III. Enter in column (a) the names
permitted to hold more than a 20% comes from passive sources. Log on toof all foundation managers who took
interest in an unrelated business http://www.irs.gov/irm/part7/part in the acts of self-dealing listed in
enterprise. They may be subject to an irm_07-027-017.html#d0e77.Part I, and who knew that they were
excise tax on the amount of any excessacts of self-dealing (except for Excess business holdings. Excess
holdings. For purposes of section 4943,foundation managers whose business holdings is the amount of
donor advised funds and certainparticipation was not willful and was stock or other interest in a business
supporting organizations aredue to reasonable cause). enterprise that the foundation would
considered private foundations. For have to dispose of to a person otherIf more than one foundation more information on the applicability of than a disqualified person in order formanager took part in the act of Schedule C to such organizations, see the foundation’s remaining holdings inself-dealing, knowing that it was such General rules on the permitted holdings the enterprise to be permitted holdingsan act, and participation was willful and of donor advised funds and certain (section 4943(c)(1)). Go to http://www.not due to reasonable cause, each is supporting organizations in a business irs.gov/irm/part7/irm_07-027-017.individually liable for the entire tax in enterprise on page 9. html#d0e179 for more information.connection with the act. But the
Requirement. If you answered “Yes” Sole proprietorships. In general, afoundation managers liable for the tax
to Form 990-PF, Part VII-B, question private foundation may not have anymay prorate the payment among
3b; Form 990, Part V, question 8; or permitted holdings in a businessthemselves. Enter in column (c) the tax
Form 5227, Part VI-B, question 77b, or enterprise that is a sole proprietorship.to be paid by each foundation manager.
otherwise had excess business For exceptions, go to http://www.irs.

Carry the total amount in column (d) holdings, complete a Schedule C for gov/irm/part7/irm_07-027-017.
for each foundation manager to page 1, each business enterprise in which the html#d0e77. For a definition of sole
Part II-A, column (c). foundation had excess business proprietorship, see Regulations section

holdings for its tax year beginning in 53.4943-10(e).
2010. Corporate voting stock. This stock

Schedule B—Initial Tax Taxes. A private foundation that has entitles a person to vote for the election
excess holdings in a business of directors. Treasury stock and stockon Undistributed Income enterprise may become liable for an that is authorized but unissued is not
excise tax based on the amount of voting stock for these purposes. See(Section 4942)
holdings. The initial tax is 10% of the Regulations sections 53.4943-3(b)(1)(ii)Complete Schedule B if you answered value of the excess holdings and is and 53.4943-3(b)(2)(ii).“Yes” to Form 990-PF, Part VII-B, imposed on the last day of each tax For a partnership (including a limitedquestion 2b. year that ends during the taxable partnership) or joint venture, the term
period. The excess holdings areAn initial excise tax of 30% is “profits interest” should be substituted
determined on the day during the taximposed on a private foundation’s for “voting stock.” For any
year when they were the largest.undistributed income on the first day of unincorporated business enterprise that

the second or any succeeding tax year is not a partnership, joint venture, orIf the foundation keeps the excess
after the tax year in connection with sole proprietorship, the term “beneficialbusiness holdings after the initial tax
which income remains undistributed. interest” should be substituted forhas been imposed, it becomes liable for

“voting stock.” See Regulations sectionan additional tax of 200% of theUse the 2010 Form 4720 to report
53.4943-3(c).remaining excess business holdingsthe initial tax on undistributed income

unless it disposes of them within thefor tax years beginning in 2009 or Nonvoting stock. Corporate equity
taxable period. However, if theearlier that remains undistributed at the interests that do not have voting power
foundation disposes of its excessend of the foundation’s current tax year should be classified as nonvoting stock.
business holdings during the correctionbeginning in 2010. The initial tax will Evidences of indebtedness (including
period, the additional tax will not benot apply to a private foundation’s convertible indebtedness), warrants,
assessed or, if assessed, will be abatedundistributed income: and other options or rights to acquire
and if collected, will be credited or• For any tax year it is an operating stock should not be considered equity
refunded. For information on thefoundation (as defined in section interests. See Regulations section
correction period, go to http://www.irs.4942(j)(3) and related regulations or in 53.4943-3(b)(2).
gov/irm/part7/irm_07-027-017.section 4942(j)(5)), or For a partnership (including a limitedhtml#d0e680.• To the extent it did not distribute an partnership) or joint venture, the term

amount solely because of an incorrect Business enterprise. In general, this “capital interest” should be substituted
valuation of assets, provided the means the active conduct of a trade or for “nonvoting stock.” For any
foundation satisfies the requirements of business, including any activity unincorporated business that is not a
section 4942(a)(2), or regularly conducted to produce income partnership, joint venture, or sole• For any year for which the initial tax from selling goods or performing proprietorship, references to nonvoting
was previously assessed or a notice of services, that is an unrelated trade or stock do not apply for computation of
deficiency was issued. business described in section 513. permitted holdings. See Regulations

section 53.4943-3(c)(4).Do not complete Schedule B for any The term “business enterprise” does
year for which any of the above not include a functionally related Attribution of business holdings. In
provisions apply to the undistributed business as defined in section determining the holdings in a business
income. 4942(j)(4). In addition, business enterprise of either a private foundation
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or a disqualified person, any stock or General rules on the permitted had more than a 75% voting stock
other interest owned directly or holdings of a private foundation in a interest (or more than a 75% profits or
indirectly by or for a corporation, business enterprise. No excess beneficial interest of any
partnership, estate, or trust is business holdings tax is imposed (a) if unincorporated business), or more than
considered owned proportionately by or a private foundation and all disqualified a 75% interest in the value of all
for its shareholders, partners, or persons together hold no more than outstanding shares of all classes of
beneficiaries. In general, this rule does 20% of the voting stock of a business stock (or more than a 75% capital
not apply to certain income interests or enterprise or (b) on nonvoting stock, if interest of a partnership or joint
remainder interests of a private all disqualified persons together do not venture) in the enterprise (the 15-year
foundation in a split-interest trust own more than 20% of the voting stock first phase expired on May 25, 1984);
described in section 4947(a)(2). See of the business enterprise. and
Regulations section 53.4943-8. • A 10-year period beginning on MayIf the private foundation and all

26, 1969, in all other cases in which thedisqualified persons together do notTaxable period. The taxable period foundation had excess businessown more than 35% of the enterprise’sbegins on the first day the foundation holdings on May 26, 1969. The 10-yearvoting stock, and effective control is inhas excess business holdings and ends first phase expired on May 25, 1979.one or more persons who are noton the earliest of:
disqualified persons in connection with During the second phase (the• The mailing date of a notice of
the foundation, then 35% may be 15-year period after the first phase), ifdeficiency, under section 6212, in
substituted for 20% wherever it appears the foundation’s disqualified personsconnection with the initial tax on excess
in the preceding paragraph. See hold more than 2% of the enterprise’sbusiness holdings related to those
sections 4943(c)(2) and 4943(c)(3). voting stock, the foundation will beholdings,

liable for tax if the foundation holdsIf a private foundation and all• The date the excess is eliminated, or more than 25% of the voting stock or ifdisqualified persons together had• The date the initial tax on excess the foundation and its disqualifiedholdings in a business enterprise ofbusiness holdings related to those persons together hold more than 50%more than 20% of the voting stock onholdings is assessed. of the voting stock.May 26, 1969, substitute that
percentage for 20% and for 35% (if theWhen a notice of deficiency is not However, during the second phase,
holding is greater than 35%), using themailed because the restrictions on if a foundation’s disqualified persons
principles of section 4943(c)(4) thatassessment and collection are waived purchase voting stock in a business
apply. However, the percentageor because the deficiency is paid, the enterprise after July 18, 1984, causing
substituted may not be more than 50%.date of filing the waiver or the date of the combined holdings of the

paying the tax, respectively, will be disqualified persons to exceed 2% ofThe percentage substituted under
treated as the end of the taxable the enterprise’s voting stock, thethe preceding paragraph is (a) subject
period. See Regulations section foundation has 5 years to reduce itsto reductions and limitations (see
53.4943-9. holdings in the enterprise to below itssections 4943(c)(4)(A)(ii) and

second phase limit before the increase4943(c)(4)(D)) and (b) applicable, bothExceptions to Tax on Excess will be treated as held by thein connection with the voting stock and,
Business Holdings foundation. See sections 4943(c)(4)(D)separately, in connection with the value

and 4943(c)(6).of all outstanding shares of all classes2% De minimis rule. A private
of stock (see section 4943(c)(4)(A)(iii)). The first-phase periods may befoundation will not be treated as having

suspended pending the outcome of anyInterests held by a privateexcess business holdings in any
judicial proceeding the privatefoundation (other than donorenterprise in which it, together with
foundation brings regarding reform oradvised funds and supportingrelated foundations as described in the
other procedure to excuse it fromorganizations) on May 26, 1969. Forinstructions for Form 990-PF (under the
compliance with its governingprivate foundations, other than donordefinition for “disqualified person” in the
instrument or similar instrument inadvised funds and supportingGeneral Instructions) owns not more
effect on May 26, 1969. See sectionorganizations considered to be privatethan 2% of the voting stock and not
4943(c)(4)(C) and Regulations sectionfoundations for purposes of sectionmore than 2% in value of all
53.4943-4.4943, that had business holdings onoutstanding shares of all classes of

May 26, 1969 (or holdings acquired bystock. Holdings acquired by trust or will.
trust or will as described below), that Holdings acquired under the terms of aDisposition of excess business were more than the current limits trust that was irrevocable on May 26,holdings within 90 days. Generally, permit, there are transitional rules that 1969, or under the terms of a willwhen a private foundation acquires permit the foundation to dispose of the executed by that date, are treated asexcess business holdings other than as excess over time without being subject held by the foundation on May 26,a result of purchase by the foundation to the tax on excess business holdings. 1969, except that the 15- and 10-year(such as an acquisition by a disqualified

periods of the first phase for theDuring the first phase, no excessperson), the foundation will not be
holdings start on the date of distributionbusiness holdings tax was imposed ontaxed on those excess holdings if it
under the trust or will instead of on Maya private foundation for interests helddisposes of enough of them so that it
26, 1969. See section 4943(c)(5) andsince May 26, 1969, if the foundationno longer has an excess. To avoid the
Regulations section 53.4943-5. Seehad excess holdings on that date. Thetax, the disposition must take place
section 4943(d)(1) and Regulationsfirst phase is:within 90 days from the date the
section 53.4943-8 for rules relating tofoundation knew, or had reason to • A 20-year period beginning on May
constructive holdings held in aknow, of the event that caused it to 26, 1969, if on that date the foundation
corporation, partnership, estate, or trusthave excess business holdings. That and all disqualified persons held more
for the benefit of the foundation.90-day period will be extended to than a 95% voting interest in the

include the period during which federal enterprise (the 20-year first phase Gifts or bequests of business
or state securities laws prevent the expired on May 25, 1989); holdings. Except as provided in the
foundation from disposing of those • A 15-year period beginning on May exception regarding Holdings acquired
excess business holdings. See 26, 1969, if on that date the foundation by trust or will (discussed above), there
Regulations section 53.4943-2(a). and all disqualified persons together is a special rule for private foundations
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that have excess business holdings as Readjustments, distributions, or • During the first phase if the first
a result of a change in holdings after changes in relative value of different phase is still in effect (see Regulations
May 26,1969. This rule applies if the classes of stock. See Regulations sections 53.4943-4(a), (b), and (c)).
change is other than by purchase by section 53.4943-4(d)(10) for special

Line 2. If the foundation is using thethe foundation or by disqualified rules whereby increases in the
rules or principles for determiningpersons (such as through gift or percentage of value of holdings in a
present holdings under sectionbequest) and the additional holdings corporation that result solely from
4943(c)(4) (or rules similar to that forresult in the foundation having excess changes in the relative values of

business holdings. In that case, the different classes of stock will not result donor advised funds and certain
foundation has 5 years to reduce these in excess business holdings. supporting organizations), refer to that
holdings or those of its disqualified section and Regulations sectionSee Regulations section
persons to permissible levels to avoid 53.4943-4(d) to determine which entries53.4943-6(d) for rules on treatment of
the tax. See section 4943(c)(6) and to record in columns (a) and (b). Enterincreases in holdings due to
Regulations section 53.4943-6. in column (a) the excess of thereadjustments, distributions, or

substituted combined voting level overredemptions.A private foundation that received an
the disqualified person voting level.unusually large gift or bequest of See Regulations section 53.4943-7
Enter in column (b) the excess of thebusiness holdings after 1969, and that for special rules for readjustments
substituted combined value level overhas made a diligent effort to dispose of involving grandfathered holdings.
the disqualified person value level.excess business holdings, may apply Exceptions from self-dealing taxes

for an additional 5-year period to on certain dispositions of excess If the foundation is using the rules orreduce its holdings to permissible levels business holdings. Section principles for determining permittedif certain conditions are met. See 101(I)(2)(B) of the Tax Reform Act of holdings under section 4943(c)(2), refersection 4943(c)(7). 1969 provides for a limited exception to that section to determine which
from self-dealing taxes for privateGeneral rules on the permitted entries to record in column (a). Enter in
foundations that dispose of certainholdings of donor advised funds and column (a) the percentage, using the
excess business holdings tocertain supporting organizations in a general rule (section 4943(c)(2)(A)) or
disqualified persons, as long as thebusiness enterprise. Rules similar to the 35% rule (see sectionsales price equals or is more than fairthose described above for interests 4943(c)(2)(B)), if applicable, ofmarket value.held by private foundations on May 26, permitted holdings the foundation may

1969, will be applied to determine if The excess business holdings have in the enterprise’s voting stock. If
donor advised funds or certain involved are interests that are subject the foundation determines the permitted
supporting organizations with interests to the section 4941 transitional rules for holdings under section 4943(c)(2)(B),
as of August 17, 2006, have any May 26, 1969, holdings. These attach a statement showing effective
excess business holdings. However, interests would also be subject to the control by a third party.
the date of August 17, 2006, will be excess business holdings tax if they
substituted for May 26, 1969. were not reduced by the required Line 3. Enter the value of any stock,

amount. interest, etc., in the business enterpriseDonor advised fund. In general, a
that the foundation is required todonor advised fund is a fund or account Specific Instructions dispose of so the foundation’s holdingsseparately identified by reference to

Complete columns (a) and (b) of in the enterprise are permitted. Seecontributions of a donor or donors that
Schedule C if sections 4943(c)(4), section 4943 and related regulations.is owned and controlled by a
4943(c)(3) (using the principles ofsponsoring organization and for which
4943(c)(4)), or 4943(c)(5) apply. A private foundation using thethe donor has or expects to have

section 4943(c)(4) rules, or a donorComplete column (a) and column (c)advisory privileges concerning the
advised fund or supporting organization(if applicable) if sections 4943(c)(2) ordistribution or investment of the funds.
using rules similar to that, has excess4943(c)(3) (using the principles ofSee Schedule K for further details.
holdings if line 1 is more than line 2 in4943(c)(2)) apply.

Sponsoring organization. A either column (a) or column (b). Do notComplete Schedule C for that daysponsoring organization is any include in column (b) the value of anyduring the tax year when thesection170(c) organization other than voting stock included in column (a).foundation’s excess holdings in thegovernmental entities (described in
enterprise were largest.section 170(c)(1) and (2)(A)) that is not A private foundation using the
Line 1. Enter in column (a) thea private foundation as defined in section 4943(c)(2) rules has excess
percentage of voting stock thesection 509(a)(3) that maintains one or holdings if line 1 is more than line 2 in
foundation holds in the businessmore donor advised funds. column (a) or if the private foundation
enterprise. holds nonvoting stock and allSupporting organizations. Only

If the foundation is using the rules or disqualified persons together own morecertain supporting organizations are
principles for determining present than 20% (or 35%, if applicable) of thesubject to the excess business holdings
holdings under section 4943(c)(4)(A) or enterprise’s voting stock, interest, etc.tax under section 4943. These include
(D) (or rules similar to that for donor In the latter case, enter in column (c)(1) Type III supporting organizations
advised funds and certain supporting the value of all nonvoting stock thethat are not functionally integrated and
organizations), enter in column (b) the foundation holds.(2) Type II supporting organizations that
percentage of value the foundationaccept any gift or contribution from a
holds in all outstanding shares of all Line 4. Enter the value of excessperson who by himself or in connection
classes of stock. holdings disposed of under the 90-daywith a related party controls the

rule in Regulations sectionsupported organization that the Type II Do not include in either column (a) or
53.4943-2(a)(1)(ii). If other conditionssupporting organization supports. (See (b) stock treated as held by disqualified
preclude imposition of tax on excessthe 2010 Instructions for Schedule A persons:
business holdings, include the value of(Form 990 or 990-EZ), Part I, question • Under section 4943(c)(6) or
the nontaxable amount on this line and11, for help in determining the type of Regulations sections 53.4943-6 and

your supporting organization.) 53.4943-10(d), or attach an explanation.
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act, except for foundation managers a. Type I, Type II, and Type III
whose participation was not willful and functionally integrated supportingSchedule D—Initial
was due to reasonable cause. Any organizations (as described in section

Taxes on Investments foundation manager who took part in 4942(g)(4)(B)) if a disqualified person of
making the investment must pay the the foundation controls such supportingThat Jeopardize tax. organization or the supported

organizations of such supportingCharitable Purpose Specific Instructions organizations, and(Section 4944) b. Type III supporting organizationsPart I. Complete this part for all
(as described in section 4943(f)(5)(B))taxable investments.General Instructions that are not functionally integrated with

Part II. Enter in column (a) the names its supported organizations; orRequirement. Complete Schedule D if of all foundation managers who took 5. For any purpose other thanyou answered “Yes” to Form 990-PF, part in making the investments listed in religious, charitable, scientific, literary,Part VII-B, question 4a or b, or Form Part I. See Initial taxes on foundation educational, or public purposes, or the5227, Part VI-B, question 78a or b. managers above. prevention of cruelty to children orReport each investment separately.
If more than one foundation animals.Paying tax and filing a Form 4720 are

manager is listed in column (a), each isrequired for each year or part of a year Exceptions. Section 4945(d)(4)(B)individually liable for the entire amountin the taxable period that applies to the provides an exception to taxableof tax in connection with theinvestments that jeopardize the expenditures that applies to certaininvestment. However, the foundationfoundation’s charitable purpose. grants to organizations when themanagers who are liable for the taxGenerally, the taxable period begins granting foundation exercisesmay prorate payment amongwith the date of the investment and expenditure responsibility described inthemselves. Enter in column (c) the taxends with the date corrective action is section 4945(h). Additional informationeach foundation manager will pay.completed, a notice of deficiency is on special rules and exceptions to themailed, or the initial tax is assessed, Carry the total amount in column (d) definition of taxable expenditures givenwhichever comes first. Therefore, in for each foundation manager to page 1, above can be found at http://www.irs.addition to investments made in 2010, Part II-A, column (d). gov/irm/part7/irm_07-027-019.html.include all investments subject to tax
Initial tax on foundation. An initialthat were made before 2010 if those
tax of 20% is imposed on each taxableinvestments were not removed from Schedule E—Initial expenditure of the foundation.jeopardy before 2010 and the initial tax
Initial tax on foundation managers.was not assessed before 2010. Taxes on Taxable
When a tax is imposed on a taxableTaxable investments. An investment Expenditures (Section expenditure of the foundation, a tax ofto be taxed on this schedule is an 5% of the expenditure will be imposed4945)investment by a private foundation that on any foundation manager whojeopardizes the carrying out of its agreed to the expenditure and whoexempt purposes (for example, if it is General Instructions knew that it was a taxable expenditure.determined that the foundation Foundation managers whoseRequirement. Complete Schedule E ifmanagers, in making the investment, participation was not willful and wasyou answered “Yes” to Form 990-PF,did not exercise ordinary business care due to reasonable cause are not liablePart VII-B, question 5b, or Form 5227,and prudence, under prevailing facts for the tax. Any foundation managerPart VI-B, question 79b. Completeand circumstances, in providing for the who took part in the expenditure and isParts I and II of Schedule E only forlong- and short-term financial needs of liable for the tax must pay the tax. Theexpenditures that are subject to tax.the foundation to carry out its exempt maximum total amount of tax on allNote. Also, see Schedule F, Initialpurposes). See Regulations section foundation managers for any oneTaxes on Political Expenditures.53.4944-1(a)(2). An investment is not taxable expenditure is $10,000. If moretaxed on this schedule if it is a Taxable expenditures. With certain than one foundation manager is liableprogram-related investment; that is, one exceptions, this means any amount a for tax on a taxable expenditure, allwhose primary purpose is one or more private foundation pays or incurs: those foundation managers are jointlyof those described in section and severally liable for the tax.1. To carry on propaganda or170(c)(2)(B) (religious, charitable,

otherwise influence any legislationeducational, etc.). A significant purpose Specific Instructionsthrough:of such an investment cannot be the
a. An attempt to influence general Part I. Complete this part for allproduction of income or the

public opinion or any segment of it, and taxable expenditures. Enter in columnappreciation of property. See section
b. Communication with any member (f) the number designation from Form4944(c) and Regulations section

or employee of a legislative body, or 990-PF, Part VII-B, question 5a, or53.4944-3.
with any other government official or Form 5227, Part VI-B, question 79a,

Initial taxes on foundation. The employee who may take part in that applies to the act; for example,
initial tax is 10% of the amount invested formulating legislation; “5a(1).”
for each year or part of a year in the 2. To influence the outcome of any Part II. Enter in column (a) the namestaxable period. specific public election, or to conduct, of all foundation managers who agreed
Initial taxes on foundation managers. directly or indirectly, any voter to make the taxable expenditure. See
When a tax is imposed on a jeopardy registration drive; Initial tax on foundation managers
investment of the foundation, the tax 3. As a grant to an individual for above. If more than one foundation
will be 10% of the investment for each travel, study, or other purposes; manager is listed in column (a), each is
year or part of a year in the taxable 4. As a grant to an organization not individually liable for the entire tax in
period, up to $10,000 for any one described in section 509(a)(1), (2), or connection with the expenditure.
investment. It is imposed on all (3) or that is not an exempt operating However, the foundation managers who
foundation managers who took part in foundation (as defined in section are liable for the tax may prorate the
the act, knowing that it was such an 4940(d)(2)). This includes grants to: payment among themselves. Enter in
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column (c) the tax each foundation Initial tax on organization managers schedule of excess lobbying
manager will pay. or foundation managers. An initial expenditures that must be attached to

tax of 21/2% of the amount involved (up Schedule C (Form 990 or 990-EZ). SeeCarry the total amount in column (d)
to $5,000 of tax on any one the instructions for Schedule C (Formfor each foundation manager to page 1,
expenditure) is imposed on any 990 or 990-EZ), Part II-A, for aPart II-A, column (e).
manager who agrees to an expenditure, discussion of the lobbying provisions,
knowing that it is a political expenditure, including how to figure the taxable
unless the agreement is not willful and amount.Schedule F—Initial
is due to reasonable cause.

Taxes on Political Any manager who agreed to the
expenditure must pay the tax. Schedule H—Taxes onExpenditures (Section

Disqualifying LobbyingSpecific Instructions4955)
Part I. Complete this part for all Expenditures (Section

General Instructions political expenditures. 4912)Part II. Enter in column (a) the namesRequirement. Complete Schedule F if
of all managers who took part inyou answered “Yes” to question 5a(2) General Instructionsmaking the political expenditures listedand 5b of Form 990-PF, Part VII-B.
in Part I. See Initial tax on organization Requirement. Schedule H must beComplete Schedule F if you entered an
managers or foundation managers completed by certain organizationsamount on line 2 of Schedule C (Form
above. whose section 501(c)(3) status is990 or 990-EZ), Part 1-A. Complete

revoked because of excess lobbyingSchedule F if you are otherwise a If more than one manager is listed in
activities.section 501(c)(3) organization that column (a), each is individually liable for

made a political expenditure. the entire amount of tax on the Exceptions. These taxes are not
expenditure. However, the managersPolitical expenditures. These include imposed on a private foundation
who are liable for the tax may prorateany amount paid or incurred by a (whose lobbying expenditures may be
payment among themselves. Enter insection 501(c)(3) organization that subject to the tax on taxable
column (c) the tax each manager willparticipates or intervenes in (including expenditures). These taxes also are not
pay.the publication or distribution of imposed on any organization for which

statements) any political campaign on Carry the total amount in column (d) a section 501(h) election was in effect
behalf of, or in opposition to, any for each manager to page 1, Part II-A, at the time of the lobbying expenditures
candidate for public office. The tax is column (f). or that was not eligible to make a
imposed even if the political section 501(h) election.
expenditure gives rise to a revocation Tax on organization. A tax of 5% ofof the organization’s section 501(c)(3) Schedule G—Tax on the lobbying expenditures is imposedstatus.

on the organization whose sectionExcess LobbyingThese taxes apply in the case of 501(c)(3) status is revoked because of
both public charities and private Expenditures (Section excess lobbying activities.
foundations. When tax is imposed

Tax on organization managers. A4911)under this provision in the case of a
tax of 5% of the lobbying expendituresprivate foundation, however, the Requirement. Schedule G must be is also imposed on any manager whoexpenditure in question will not be completed by eligible section 501(c)(3) willfully and without reasonable causetreated as a taxable expenditure under organizations that elected to be subject consented to the lobbying expenditures,section 4945. to the limitations on lobbying knowing that they would likely result inFor an organization formed primarily expenditures under section 501(h) and the organization no longer qualifyingto promote the candidacy or that made excess lobbying under section 501(c)(3).prospective candidacy of an individual expenditures as defined in section

There is no limit on the amount offor public office (or that is effectively 4911(b).
this tax that may be imposed againstcontrolled by a candidate or prospective Except as noted below, follow the either the organization or its managers.candidate and is used primarily for such line instructions on Schedule G. Any organization manager who agreedpurposes), amounts paid or incurred for

Affiliated groups. If you are a to the expenditure must pay the tax.any of the following purposes are
nonelecting member of an affiliateddeemed political expenditures:
group, you are not required to file Form Specific Instructions• Remuneration to the candidate or
4720.prospective candidate for speeches or Part I. Complete this part for all

If you are an electing member of another services; disqualifying lobbying expenditures.
affiliated group and are filing a separate• Travel expenses of the individual;

Part II. Enter in column (a) the namesreturn, enter on line 1 the amount from• Expenses of conducting polls,
of all organization managers who tookSchedule C (Form 990 or 990-EZ), Partsurveys, or other studies, or preparing
part in making disqualifying lobbyingII-A, column (a), line 1h. Enter on line 2papers or other material for use by the
expenditures listed in Part I. See Taxthe amount from Schedule C (Form 990individual;
on organization managers above.or 990-EZ), Part II-A, column (a), line• Expenses of advertising, publicity,

1i.and fundraising for such individual; and If more than one organization
• Any other expense which has the If you are an electing member of an manager is listed in column (a), each is
primary effect of promoting public affiliated group and are included in a individually liable for the entire amount
recognition or otherwise primarily group return, enter on line 1 your share of tax in connection with the
accruing to the benefit of the individual. of the excess grassroot lobbying expenditure. However, the managers
Initial tax on organization or expenditures of the affiliated group, and who are liable for the tax may prorate
foundation. The initial tax on the on line 2 your share of the excess payment among themselves. Enter in
organization or foundation is 10% of the lobbying expenditures of the affiliated column (c) the tax each manager will
amount involved. group. Take these amounts from the pay.
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Carry the total amount in column (d) Taxable period. Taxable period given (including services) by a
for each organization manager to page means the period beginning with the disqualified person.
1, Part II-A, column (g). date on which the excess benefit However, an economic benefit will

transaction occurs and ending on the not be treated as compensation for
earlier of: services unless the applicable

Schedule I—Initial Taxes 1. The date a notice of deficiency organization clearly indicates its intent
was mailed to the disqualified person to treat the economic benefit (whenon Excess Benefit for the initial tax on the excess benefit paid) as compensation for a disqualified
transaction, or person’s services. See RegulationsTransactions (Section

2. The date on which the initial tax section 53.4958-4(c) for more
4958) on the excess benefit transaction for information.

the disqualified person is assessed. Exception. Generally, section 4958
General Instructions does not apply to any fixed paymentExcess benefit transaction. An

made to a person under an initialRequirement. Complete Schedule I excess benefit transaction is any
contract. See Regulations sectionfor any Excess benefit transaction in transaction in which:
53.4958-4(a)(3) for details.which an Applicable organization 1. An excess benefit is provided by
Special rule. The initial and additionalprovides an Excess benefit to a the organization, directly or indirectly to,
taxes of this section do not apply if theDisqualified person. These terms are or for the use of, any disqualified
transaction described in 1 underdiscussed below. person, or
Excess benefit transaction wasApplicable organization. In 2. The amount of any economic
pursuant to a written contract in effectgeneral, an applicable organization is benefit provided to, or for the use of, a
on September 13, 1995, and at allany section 501(c)(3) (except a private disqualified person is determined in
times after that date until the time thatfoundation), any 501(c)(4), or any whole or in part by the revenues of the
the transaction occurs.501(c)(29) organization. organization and violates the private

However, if a written contract isinurement prohibition rules (to theAlso, an applicable organization
materially modified, it is treated as aextent provided in regulations).includes any organization that was a
new contract entered into as of the datesection 501(c)(3) (except a private
of the material modification. A materialUntil final regulations are issuedfoundation), 501(c)(4) or 501(c)(29)
modification includes amending theregarding the special rules fororganization at any time during a
contract to extend its term or torevenue sharing transactionsCAUTION

!
five-year period ending on the date of

increase the compensation payable to adescribed in 2 above, thesean excess benefit transaction (the
disqualified person.transactions will only be subject tolookback period).

section 4958 liability under the general Disqualified person. For purposes ofInitial taxes. Excise taxes are rule described in 1 above. this Schedule I, a disqualified personimposed under section 4958 on each
means:Supporting organizationexcess benefit transaction. If a

transactions occurring after July 25, 1. Any person (at any time duringmanager receives an excess benefit
2006. For any supporting organization, the 5-year period ending on the date offrom an excess benefit transaction, the
as defined in section 509(a)(3), any the transaction) in a position to exercisemanager may be liable for the tax on
grant, loan, compensation, or other substantial influence over the affairs ofdisqualified persons and the tax on the
similar payment provided to a the organization,organization manager. See Abatement
substantial contributor (defined later), 2. A family member of an individualon page 4 for information on
family member, or 35% controlled entity described in 1 above, andabatement, refund, or relief from this
will be considered an excess benefit 3. A 35% controlled entity of atax.
transaction. The amount of the excess person described in 1 or 2 above.Tax on disqualified persons. The benefit is the amount of such grant,tax is 25% of the excess benefit and is Family members. Family membersloan, compensation, or other similarpaid by any disqualified person who of a disqualified person described in 1payment. Also, any loan provided to aimproperly benefited from the excess above include a disqualified person’sdisqualified person that is not anbenefit transaction. spouse, ancestors, children,organization described in section

Tax on organization managers. If grandchildren, great grandchildren, and509(a)(1), (2), or (4) or a supported
tax is imposed on a disqualified person brothers and sisters (whether by whole-organization of the supporting
for any excess benefit transaction, then or half-blood). It also includes theorganization exempt under section
tax is also imposed on any manager spouse of the children, grandchildren,501(c)(4), (5), (6) and described in the
who knowingly participated in the great grandchildren, brothers, or sisterslast sentence of section 509(a) is
excess benefit transaction. The tax is (whether by whole- or half-blood).considered an excess benefit
10% of the excess, not to exceed transaction. 35% controlled entity. The term
$20,000 for each transaction. 35% controlled entity means:Donor advised fund transactions
Additional tax on the disqualified • A corporation in which a disqualifiedoccurring after August 17, 2006.
person. If the initial tax is imposed on person described in 1 or 2 above ownsAny grant, loan, compensation, or other
an excess benefit transaction and the more than 35% of the total combinedsimilar payment from any donor
transaction is not corrected within the voting power,advised fund to a donor, donor advisor,
taxable period, then any disqualified • A partnership in which such personsfamily member, or 35% controlled entity
person involved shall be liable for an own more than 35% of the profitsis an excess benefit transaction. The
additional tax equal to 200% of the interest, oramount of the excess benefit is the
excess benefit. • A trust or estate in which suchamount of such grant, loan,

persons own more than 35% of thecompensation, or other similarThis additional tax is abated
beneficial interest.payment.(refunded if collected) if the excess

benefit transaction is corrected within Excess benefit. Excess benefit In determining the holdings of a
the correction period (defined in means the excess of the economic business enterprise, any stock or other
Question B, under Specific Instructions benefit received from the applicable interest owned directly or indirectly shall
for Page 1 on page 4). organization over the consideration apply.
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For donor advised funds, Part II. Enter in column (a) the names 457(b), 408(a), 220(d), 408(b), 530, or
sponsoring organizations, and of all disqualified persons who took part 223(d) must report and pay tax due
certain supporting organization in the excess benefit transactions. If under 4965(a)(2) on Form 5330.
transactions occurring after August more than one disqualified person took Prohibited tax shelter transaction.17, 2006. The following persons will part in an excess benefit transaction, In general, a prohibited tax shelterbe considered disqualified persons each is individually liable for the entire transaction means any listedalong with certain family members and tax on the transaction. But the transaction (including a subsequently35% controlled entities associated with disqualified persons who are liable for listed transaction) and any prohibitedthem: the tax may prorate the payment reportable transaction.among themselves. Enter in column (c)• Donors of donor advised funds, the tax to be paid by each disqualified Listed transaction. A listed• Investment advisors of sponsoring person. transaction includes any transactionorganizations, and

that is the same as or substantiallyCarry the total amount in column (d)• Disqualified persons of a section
similar to one of the types offor each disqualified person to page 1,509(a)(3) supporting organization for
transactions that the IRS hasPart II-A, column (h).the organizations that organization
determined to be a tax avoidancesupports. Part III. Enter in column (a) the names transaction. These transactions areof all managers who knowingly tookFor certain supporting identified by notice, regulation, or otherpart in the excess benefit transactionsorganization transactions occurring form of published guidance as a listedlisted in Part I. If more than oneafter July 25, 2006. Substantial transaction. For existing guidance seemanager knowingly took part in ancontributors to supporting organizations Notice 2009-59, 2009-31 I.R.B. 170.excess benefit transaction, each iswill also be considered disqualified

individually liable for the entire tax in For updates to this list go to the IRSpersons along with their family
connection with the transaction. But the web page at www.irs.gov/businesses/members and 35% controlled entities.
managers liable for the tax may prorate corporations and click on Abusive Tax

Donor advised fund. See the the payment among themselves. Enter Shelters and Transactions. The listed
Schedule K instructions for a definition in column (c) the tax to be paid by each transactions in the above notices and
of donor advised fund. organization manager. rulings will also be periodically updated

in future issues of the Internal Revenue Investment advisor. Investment Carry the total amount in column (d)
Bulletin.advisor means for any sponsoring for each manager to page 1, Part II-A,

organization, any person compensated column (h). Subsequently listed transaction.by such organization (but not an A subsequently listed transaction is aemployee of such organization) for transaction that is identified inmanaging the investment of, or Schedule J—Taxes on published guidance as a listedproviding investment advice for assets transaction after the entity has enteredBeing a Party tomaintained in donor advised funds into the transaction and that was not amaintained by such sponsoring confidential transaction or transactionProhibited Tax Shelterorganization. with contractual protection at the timeTransactions (SectionSponsoring organization. See the the entity entered into the transaction.
Schedule K instructions for a definition 4965) Prohibited reportable transaction.of sponsoring organization. A prohibited reportable transaction is

Substantial contributor. In any confidential transaction or anyGeneral Instructions
general, a substantial contributor transaction with contractual protectionRequirement.means any person who contributed or that is a reportable transaction. See

1. Complete Schedule J if you arebequeathed an aggregate of more than Regulations sections 1.6011-4(b)(3)
an entity described in section 501(c),$5,000 to the organization, if that and (4), and the Instructions for Form
501(d), or 170(c) (other than the Unitedamount is more than 2% of the total 8886-T, Disclosure by Tax-Exempt
States) or an Indian tribal governmentcontributions and bequests received by Entity Regarding Prohibited Tax Shelter
(within the meaning of sectionthe organization before the end of the Transaction for more information.
7701(a)(40)) and you receivedtax year of the organization in which the

Allocation of net income andproceeds from or have net incomecontribution or bequest is received by
proceeds to a tax year. The netattributable to a prohibited tax shelterthe organization from such person. A
income and proceeds attributable to atransaction (PTST).substantial contributor includes the
prohibited tax shelter transaction must2. Complete Schedule J if you aregrantor of a trust.
be allocated to a particular tax year in aan entity manager of such an entity
manner consistent with the entity’swho approved the entity as (or
established method of accounting forotherwise caused the entity to be) aSpecific Instructions federal income tax purposes. If anparty to a PTST at any time during the
entity has not established a method ofPart I. List each excess benefit tax year and who knew (or had reason
accounting for federal income taxtransaction in Part I, column (c). Enter to know) that the transaction is a PTST.
purposes, the entity must use the cashthe date of the transaction in column (b)
receipts and disbursements method toSee the following guidance and anyand the amount of the excess benefit in
determine the amount and timing of netfuture guidance for details.column (d). Compute the tax on the
income and proceeds attributable to a• Notice 2006-65, 2006-31 I.R.B. 102excess benefit for disqualified persons
prohibited tax shelter transaction.• Notice 2007-18, 2007-9 I.R.B. 608and enter it in column (e). Compute any

• T.D. 9334, 2007-34 I.R.B. 382tax on the excess benefit for If an entity has an established• T.D. 9492, 2010-33 IRB 242organization managers and enter the method of accounting other than theamount in column (f). Managers of tax favored cash method, the entity may use the
 For organization managers, the tax retirement plans, individual cash method to determine the amount

is the lesser of 10% of the excess retirement arrangements, and of the net income and proceeds
TIP

benefit or $20,000. This tax is savings arrangements described in attributable to a prohibited tax shelter
computed on each transaction. sections 401(a), 403(a), 403(b), 529, transaction.
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1. Any organization described in liable for the tax must pay the tax. TheSpecific Instructions
section 170(b)(1)(A) (other than a maximum amount of tax on all fund

Part I. Complete this part for each disqualified supporting organization), managers for any one taxable
transaction if during the tax year, the 2. The sponsoring organization of distribution is $10,000. If more than one
entity received proceeds from or has such donor advised fund, or fund manager is liable for tax on a
net income attributable to a PTST. 3. Any other donor advised fund. taxable distribution, all such managers

are jointly and severally liable for theFigure the tax for each transaction
Sponsoring organization. A tax.as follows:
sponsoring organization is a section• If column (e) was answered “Yes,” Specific Instructions170(c) organization that is not athen enter the larger of the column (f)
government organization (as referred toor column (g) amount in column (h). Part I. Complete this part for all
in section 170(c)(1) and (2)(A)) or a• If column (e) was answered “No,” taxable distributions.
private foundation and maintains one orthen multiply the larger of the amount in Part II. Enter in column (a) the namesmore donor advised funds.column (f) or column (g) by 35% (.35) of all fund managers who agreed to

and enter the result in column (h). Donor advised fund.  A donor make the taxable distribution. If more
advised fund is a fund or account:After the tax has been figured for all than one fund manager is listed in

PTSTs entered on Schedule J, then 1. Which is separately identified by column (a) for one distribution, each is
total column (h) and enter the amount reference to contributions of a donor or individually liable for the entire tax in
on the Total line and on line 9 of Part I, donors, connection with that distribution.
page 1. 2. Which is owned and controlled by However, the fund managers who are

a sponsoring organization, and liable for the tax may prorate thePart II. Enter in column (a) the names
3. For which the donor (or any payment among themselves. Enter inof all entity managers who approved

person appointed or designated by the column (c) the tax each manager willthe entity as (or otherwise caused the
donor) has or expects to have advisory pay for each distribution for which suchentity to be) a party to a PTST at any
privileges concerning the distribution or manager owes a tax.time during the tax year and who knew
investment of the funds held in theor had reason to know that the Carry the total amount in column (d)
donor advised funds or accountstransaction is a PTST. for each fund manager to page 1, Part
because of the donor’s status as a II-A, column (j).Carry the total amount in column (d)
donor.for each manager to page 1, Part II-A,

column (i). Exception. A donor advised fund Schedule L—Taxes ondoes not include:
Prohibited Benefits1. A fund or account that makesSchedule K—Taxes on distributions only to a single identified Distributed From Donororganization or governmental entity, orTaxable Distributions of

2. Any fund or account for a person Advised Funds (SectionSponsoring described in 3 above that gives advice
4967)about which individuals receive grantsOrganizations

for travel, study, or similar purposes, if;
a. The person’s advisory privilegesMaintaining Donor General Instructions

are performed exclusively by such Requirement. A sponsoringAdvised Funds (Section person in their capacity as a committee
organization of donor advised fundsmember of which all the committee4966) that answered “Yes” to Form 990, Partmembers are appointed by the
V, line 9b, or that otherwise distributedsponsoring organization.General Instructions prohibited benefits under section 4967,b. No combination of persons with
must complete Schedule L. ReportRequirement. Complete Schedule K if advisory privileges, described in 3
each taxable distribution separately.you answered “Yes” to question 9a in above, or persons related to those in 3
Complete Parts I, II, and III of SchedulePart V of Form 990, or if you are a fund above, directly or indirectly control the
L only in connection with distributionsmanager of a sponsoring organization committee, and
made by a sponsoring organizationwho agreed to the making of a taxable c. All grants from the fund or
from a donor advised fund which resultsdistribution knowing that it was a account are awarded on an objective
in a prohibited benefit. (See instructionstaxable distribution. Report each and nondiscriminatory basis according
to Schedule K for definitions of thetaxable distribution separately. These to a procedure approved in advance by
terms sponsoring organization andterms are discussed below. the board of directors of the sponsoring
donor advised fund).organization. The procedure must beTaxable distribution. A taxable
Prohibited benefit. If any donor,designed to ensure that all grants meetdistribution is any distribution from a
donor advisor, or related party advisesthe requirements of section 4945(g)(1),donor advised fund to any natural
the sponsoring organization about(2), or (3).person or to any other person if:
making a distribution which results in a

1. The distribution is for any donor, donor advisor, or related partyTax on sponsoring organization. A
purpose other than one specified in receiving (either directly or indirectly) atax of 20% of the amount of each
section 170(c)(2)(B), or more than incidental benefit, then suchtaxable distribution is imposed on the

2. The sponsoring organization benefit is a prohibited benefit.sponsoring organization.
maintaining the donor advised fund Donor advisor. A donor advisor isTax on fund manager. If a tax isdoes not exercise expenditure

any person appointed or designated byimposed on a taxable distribution of theresponsibility with respect to such
a donor to advise a sponsoringsponsoring organization, a tax of 5% ofdistribution in accordance with section
organization on the distribution orthe distribution will be imposed on any4945(h).
investment of amounts held in thefund manager who agreed to the
donor’s fund or account. However, a taxable distribution does distribution knowing that it was a

not include a distribution from a donor taxable distribution. Any fund manager Related party. A related party
advised fund to: who took part in the distribution and is includes any family member or 35%
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controlled entity. See the General tax may prorate the payment among information to cities, states, the District
Instructions for Schedule I for a themselves. Enter in column (c) the tax of Columbia, and U.S. Commonwealths
definition of those terms. each manager will pay for each or possessions to administer their laws.

distribution for which such manager We may also disclose this informationTax on donor, donor advisor, or
owes a tax. to other countries under a tax treaty, torelated person.  A tax of 125% of the

federal and state agencies to enforcebenefit resulting from the distribution is Carry the total amount in column (d)
federal nontax criminal laws, or toimposed on both the party who advised for each donor, donor advisor, or
federal law enforcement andas to the distribution (which might be a related person to page 1, Part II-A,
intelligence agencies to combatdonor, donor advisor, or related party) column (k).
terrorism. If you do not file thisand the party who received such Part III. Enter in column (a) the names
information, you may be subject tobenefit (which might be a donor, donor of all fund managers who agreed to
interest, penalties, and/or criminaladvisor, or related party). The advisor make the distribution conferring the
prosecution.and the party who received the benefit prohibited benefit. If more than one

are jointly and severally liable for the You are not required to provide thefund manager is listed in column (a) for
tax. information requested on a form that isone distribution, each is individually

subject to the Paperwork Reduction ActTax on fund managers. If a tax is liable for the entire tax for that
unless the form displays a valid OMBimposed on a prohibited benefit distribution. However, the fund
control number. Books or recordsreceived by a donor, donor advisor, or managers who are liable for the tax
relating to a form or its instructionsrelated person, a tax of 10% of the may prorate the payment among
must be retained as long as theiramount of the prohibited benefit is themselves. Enter in column (c) the tax
contents may become material in theimposed on any fund manager who each manager will pay for each
administration of any Internal Revenueagreed to the distribution knowing that distribution for which such manager
law. Generally, tax returns and returnit would confer a prohibited benefit. Any owes a tax.
information are confidential, as requiredfund manager who took part in the Carry the total amount in column (d)
by section 6103.distribution and is liable for the tax must for each fund manager to page 1, Part

pay the tax. The maximum amount of The time needed to complete andII-A, column (k).
tax on all fund managers for any one file this form will vary depending on

Privacy Act and Paperworktaxable distribution is $10,000. If more individual circumstances. The
Reduction Act Notice.than one fund manager is liable for tax estimated average time is:
We ask for the information on this formon a taxable distribution, all such

Recordkeeping . . . . . . 55 hr., 0 min.to carry out the Internal Revenue lawsmanagers are jointly and severally
Learning about the lawof the United States. We need it toliable for the tax.
or the form . . . . . . . . . 16 hr., 18 min.ensure that you are complying withException. If a person engaged in an

these laws and to allow us to figure andexcess benefit transaction and received Preparing the form . . . 23 hr., 30 min.
collect the right amount of tax. Certaina prohibited benefit for the same

Copying, assembling,individuals who owe tax under Chaptertransaction, the person is taxed under and sending the form41 or 42 of the Internal Revenue Code,section 4958, and no additional tax is to the IRS . . . . . . . . . . 1 hr., 36 min.and who do not sign the Form 4720 ofimposed under section 4967 for the
the foundation or organization, must filesame transaction. If you have comments concerning
a separate Form 4720 showing the tax the accuracy of these time estimates orSpecific Instructions owed and the name of the foundation suggestions for making this form
or organization for which they owe tax. simpler, we would be happy to hearPart I. Complete this part for all
Sections 6001 and 6011 of the Internal from you. You can write to the Internalprohibited benefits.
Revenue Code require you to provide Revenue Service, Tax ProductsPart II. Enter in column (a) the names the requested information if the tax Coordinating Committee,of all donors, donor advisors, and applies to you. Section 6109 requires SE:W:CAR:MP:T:T:SP, 1111related persons who received a you to provide your identifying number. Constitution Ave. NW, IR-6526,prohibited benefit. If more than one Routine uses of this information include Washington, DC 20224. Do not senddonor, donor advisor, or related person disclosing it to the Department of the tax form to this address. Instead,is listed in column (a) for one Justice for civil and criminal litigation see Where To File on page 3.distribution, each is individually liable and to other federal agencies, as

for the entire tax for that distribution. provided by law. We may disclose the
However, the donors, donor advisors,
or related persons who are liable for the
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