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Department of the Treasury
Internal Revenue Service2004

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

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

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

deductions claimed by donors under the new
Contents Page Contents Page section 170(m)(1). Likewise, these additional

deductions are not required to be reported on• What’s New . . . . . . . . . . . . . . . 1 S Organizations in Foreign Schedule B (Form 990-PF) and donees are not
Countries and U.S. Possessions 14 required to comply with the substantiation• Purpose of Form . . . . . . . . . . . . 1

requirements of section 170(f)(8) with regard toT Public Interest Law Firms . . . . . . 14 any donor’s additional deductions.• Phone Help . . . . . . . . . . . . . . . . 2
• Special rules apply to charitableU Political Organizations . . . . . . . . 14• Photographs of Missing Children 2 contributions after 2004 of used motor
vehicles, boats, or airplanes with a claimedV Information Regarding Transfers• General Instructions . . . . . . . . . . 2 value of more than $500. See sectionAssociated With Personal Benefit
170(f)(12).Contracts . . . . . . . . . . . . . . . . . 14A Who Must File . . . . . . . . . . . . . . 2 • Generally, for tax years beginning after
December 31, 2003, Section 206 of theW Requirements for a ProperlyB Organizations Not Required To
Pension Funding Equity Act of 2004 (PublicCompleted Form 990 or FormFile . . . . . . . . . . . . . . . . . . . . . . 3 Law 108-218) changed the statutory income

990-EZ . . . . . . . . . . . . . . . . . . . 14 basis for exemption pertaining to smallC Exempt Organization Reference
insurance companies exempt under section• Specific Instructions for Form 990Chart . . . . . . . . . . . . . . . . . . . . 3 501(c)(15). A stock organization must now

and Table of Contents for these meet the following test to qualify for exemption:D Forms and Publications To File or Specific Instructions . . . . . . . . . . 17 1. Gross receipts for the year may notUse . . . . . . . . . . . . . . . . . . . . . 4
exceed $600,000, and• Specific Instructions for FormE Use of Form 990, or Form 2. Premiums must total more than 50% of990-EZ and Table of Contents for990-EZ, To Satisfy State the organization’s total gross receipts.these Specific Instructions . . . . . 36Reporting Requirements . . . . . . 5 Mutual companies must either meet the

• Index . . . . . . . . . . . . . . . . . . . . 45 above test, or an alternative test as statedF Other Forms as Partial Substitutes
below:for Form 990 or Form 990-EZ . . . 5

1. Gross receipts may not exceed
G Accounting Periods and Methods 5 $150,000, andWhat’s New

2. Premiums must equal more than 35% ofH When and Where To File . . . . . . 6 • The IRS has established a new,
the organization’s total gross receipts.subscription-based email service for tax

I Extension of Time To File . . . . . . 6 See pages 2 and 19.professionals and representatives of
tax-exempt organizations. Subscribers willJ Amended Return/Final Return . . 6 receive periodic updates from the IRS
regarding exempt organization tax law and Purpose of FormK Penalties . . . . . . . . . . . . . . . . . 6
regulations, available services, and other

Form 990 and Form 990-EZ are used byinformation. To subscribe, visit www.irs.gov/eo.L Contributions . . . . . . . . . . . . . . . 7 tax-exempt organizations, nonexempt• Form 990 and Form 990-EZ can be
charitable trusts, and section 527 politicalM Public Inspection of Returns, etc. 8 electronically filed. Visit www.irs.gov or call
organizations to provide the IRS with the1-800-555-4477 for more information. Also see
information required by section 6033.N Disclosures Regarding Certain Form 8453-EO, Exempt Organization

Information and Services An organization’s completed Form 990, orDeclaration and Signature for Electronic Filing,
Form 990-EZ, is available for public inspectionand Form 8879-EO, IRS e-file SignatureFurnished . . . . . . . . . . . . . . . . . 11
as required by section 6104. Schedule B (FormAuthorization for an Exempt Organization.

O Disclosures Regarding Certain 990, 990-EZ, or 990-PF), Schedule of• Section 882 of the American Jobs Creation
Contributors, is open for public inspection forAct of 2004 requires certain charities to file aTransactions and Relationships 11
section 527 organizations filing Form 990 ornew Form 8899, Notice of Income from

P Intermediate Sanction Form 990-EZ. For other organizations that fileDonated Intellectual Property, to report income
Form 990 or Form 990-EZ, parts of Schedule Bfrom qualified intellectual property.Regulations—Excess Benefit
may be open to public inspection. See theTransactions . . . . . . . . . . . . . . . 11 As previously required, donees should
instructions to Schedule B for more details.report all income from donated qualified

Q Erroneous Backup Withholding . . 14 intellectual property as income other than Some members of the public rely on Form
contributions (for example, royalty income from 990, or Form 990-EZ, as the primary or soleR Group Return . . . . . . . . . . . . . . 14 a patent). Charities are not required to report source of information about a particular
as contributions any of the additional organization. How the public perceives an

Cat. No. 22386X
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organization in such cases may be determined every organization exempt from tax under For additional information, including the
by the information presented on its return. section 501(a), including foreign organizations prohibition of involvement in the organization of
Therefore, please make sure the return is and cooperative service organizations a federal candidate or office holder, see
complete and accurate and fully describes the described in sections 501(e) and (f); child care section 527(e)(5).
organization’s programs and accomplishments. organizations described in section 501(k); and

Disregarded Entitiescharitable risk pools described in sectionUse the Form 990, and Form 990-EZ, to
501(n). A disregarded entity, as described insend a required election to the IRS, such as

Regulations sections 301.7701-1 throughthe election to capitalize costs under Section 501(c)(3), 501(e), (f), (k), and (n)
301.7701-3, is treated as a branch or divisionsection 266. organizations must also attach a completed
of its parent organization for federal taxSchedule A (Form 990 or 990-EZ) to their
purposes. Therefore, financial and otherForm 990 or Form 990-EZ.
information applicable to a disregarded entityPhone Help For purposes of these instructions, the term must be reported as the parent organization’s

If you have questions and/or need help “section 501(c)(3)” includes organizations information.
completing Form 990, or Form 990-EZ, please exempt under sections 501(e), (f), (k), and (n).
call 1-877-829-5500. This toll-free telephone Section 4947(a)(1) nonexemptSection 501(c)(15) Organizationsservice is available Monday through Friday. charitable trustsIn general, for tax years beginning after

Any nonexempt charitable trust (described inDecember 31, 2003, section 501(c)(15)
section 4947(a)(1)) not treated as a privateorganizations that have gross receipts ofPhotographs of Missing foundation is also required to file Form 990, or$25,000 or more for the tax year must file Form
Form 990-EZ, along with a completedChildren 990 or Form 990-EZ. However, any section
Schedule A (Form 990 or 990-EZ). See the501(c)(15) stock organization that does notThe Internal Revenue Service is a proud
discussion in General Instruction D forhave both (1) gross receipts equal to or lesspartner with the National Center for Missing
exceptions to filing Form 1041, U.S. Incomethan $600,000, and (2) premiums that equaland Exploited Children. Photographs of
Tax Return for Estates and Trusts.more than 50% of total gross receipts must filemissing children selected by the Center may

Form 1120-PC, U.S. Property and Casualtyappear in instructions on pages that would If an organization’s exemptionInsurance Company Income Tax Return, orotherwise be blank. You can help bring these
application is pendingForm 1120, U.S. Corporation Income Taxchildren home by looking at the photographs

Return, as appropriate. If the organization’s application for exemptionand calling 1-800-THE-LOST (1-800-843-5678)
is pending, check the “application pending” boxif you recognize a child. Any section 501(c)(15) mutual company
in the heading of the return and complete thethat does not meet the above test or does not
return.meet an alternate test requiring both (1) gross

General Instructions receipts equal to or less than $150,000, and (2) If the organization received a Form 990premiums that equal more than 35% of totalThe General Instructions apply to both Form Package but is not required to filegross receipts must file Form 1120-PC or Form990 and Form 990-EZ. See also the Specific
If the organization received a Form 9901120 (if the organization is not entitled toInstructions for each of these forms.
Package with a preaddressed label, we askinsurance reserves) instead of Form 990, as
that the organization file a return even if it isappropriate.

A. Who Must File not required to do so.Premiums consist of all amounts received • Attach the label to the name and addressas a consequence of entering into a contract ofFiling tests space on the return. See the Specificinsurance.
Instructions for Item C of Form 990 or FormIf the organization does not meet any of the

See the Gross receipts instruction in 990-EZ.exceptions listed in General Instruction B, and
General Instruction B. For reporting of • Check box K in the heading of the Form 990,its annual gross receipts are normally more
premiums, see instructions for Part I, line 2 and or Form 990-EZ, to indicate that thethan $25,000, it must file Form 990 or Form
Part VII, Line 93. organization’s gross receipts are normally not990-EZ. See the gross receipts discussion in

more than $25,000;General Instruction B. The anti-abuse rule found in section • Sign the return; and501(c)(15)(C), as amended, clarifies how grossIf the organization’s gross receipts during • Send it to the Ogden Service Center. Seereceipts (including premiums) from allthe year are less than $100,000 and its total
General Instruction H.members of a controlled group are aggregatedassets at the end of the year are less than • The organization does not have to completein calculating the above tests.$250,000, it may file Form 990-EZ instead of
Parts I through X of the Form 990, or Parts IForm 990. Even if the organization meets this

Political Organizations through V of the Form 990-EZ.test, it can still file Form 990.
In general, tax-exempt political organizationsOrganizations required to file Schedule A Following the above instructions will help usthat have gross receipts of $25,000 or more for(Form 990 or 990-EZ), Organization Exempt to update our records, and we will not have tothe tax year must file Form 990 or FormUnder Section 501(c)(3), that do not meet the contact the organization later to ask why no990-EZ. However, see General Instruction Bsupport tests discussed in the instructions for return was filed.for a list of tax-exempt political organizationsPart IV of that schedule should contact the
that are excepted from filing Form 990 or Form If the organization files a return this way, itService at the following address to re-evaluate
990-EZ. A qualified state or local political will not be mailed a Form 990 Package in latertheir determination-of-filing requirements.
organization (defined below) must file Form years and does not have to file Form 990, or
990 (not Form 990-EZ) only if it has gross Form 990-EZ, again until its gross receipts areInternal Revenue Service
receipts of $100,000 or more. normally more than $25,000. If the organizationTE/GE Customer Account Services Office

terminates or undergoes a substantialP.O. Box 2508 A qualified state or local political
contraction, see the instructions for line 79 ofCincinnati, OH 45201 organization is a political organization that
Form 990, or line 36 of Form 990-EZ.meets all of the following requirements.Combined Federal Campaign. Smaller

organizations applying to participate in the 1. The organization’s exempt functions are Exempt organizations that filed Form 990,
Combined Federal Campaign may submit a solely for the purpose of influencing or or Form 990-EZ, but are no longer required to
completed Form 990-EZ (instead of Form 990) attempting to influence the selection, file because they meet a specific exemption
to the Office of Personnel Management (OPM). nomination, election, or appointment of any (other than exemption 15 in General Instruction

individual to any state or local public office orHowever, these organizations must also B) should advise their area office so their filing
office in a state or local political organization.submit to OPM, attached to the Form 990-EZ, status can be updated.

2. The organization is subject to state lawpages 1 and 2 of Form 990 with the following
that requires it to report the information that is Exempt organizations that are not sure ofcompleted: Part I, lines 1a-1d and 13-15; Part
similar to that required on Form 8872. their area office may call the IRS at the PhoneII, all lines. These organizations should not

3. The organization files the required Help line, 1-877-829-5500. Exemptsend this Form 990 attachment to the IRS.
reports with the state. organizations that stop filing Form 990, or

Section 501(a), (e), (f), (k), and (n) 4. The state makes such reports public Form 990-EZ, without notifying their area office
organizations and the organization makes them open to may receive service center correspondence
Except for those types of organizations listed in public inspection in the same manner that inquiring about their returns. When responding
General Instruction B, an annual return on organizations must make Form 8872 available to these inquiries, these organizations should
Form 990, or Form 990-EZ, is required from for public inspection. give the specific reason for not filing.

-2- General Instructions for Form 990 and Form 990-EZ
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receipts test in 15c. See also General iii. Three (3) years old or more andFailure to file and its effect on
Instruction A if the organization received a averaged $25,000 or less in gross receipts forcontributions
Form 990 Package. the immediately preceding 3 tax yearsOrganizations that are eligible to receive tax

(including the year for which the return would13. A governmental unit or affiliate of adeductible contributions are listed in
be filed).governmental unit described in Rev. Proc.Publication 78, Cumulative List of

95-48, 1995-2 C.B. 418.Organizations described in Section 170(c) of
14. A political organization that is:the Internal Revenue Code of 1986. An

C. Exempt Organization• A state or local committee of a politicalorganization may be removed from this listing if
party;our records show that it is required to file Form Reference Chart

990, or Form 990-EZ, but it does not file a • A political committee of a state or local
return or advise us that it is no longer required candidate; To determine how the instructions for
to file. However, contributions to such an Form 990 and Form 990-EZ apply to• A caucus or association of state or local
organization may continue to be deductible by you, you must know the Code sectionofficials;

TIP

the general public until the IRS publishes a under which you are exempt.• An authorized committee (as defined in
notice to the contrary in the Internal Revenue section 301(6) of the Federal Election

Type of I.R.C.Bulletin. Campaign Act of 1971) of a candidate for
Organization Sectionfederal office;
Corporations Organized Under Act of• A national committee (as defined in

B. Organizations Not Required To Congress . . . . . . . . . . . . . . . . . . . 501(c)(1)section 301(14) of the Federal Election
Campaign Act of 1971) of a political party;File Title Holding Corporations . . . . . . . . . 501(c)(2)• A United States House ofNote: Organizations not required to file this

Charitable, Religious, Educational,Representatives or United States Senateform with the IRS may wish to use it to satisfy
Scientific, etc., Organizations . . . . . . 501(c)(3)campaign committee of a political partystate reporting requirements. For details, see

committee;General Instruction E. Civic Leagues and Social Welfare• Required to report under the Federal Organizations . . . . . . . . . . . . . . . . 501(c)(4)The following types of organizations exempt Election Campaign Act of 1971 as a politicalfrom tax under section 501(a) (section 527 for Labor, Agricultural, and Horticulturalcommittee (as defined in section 301(4) ofpolitical organizations) do not have to file Form Organizations . . . . . . . . . . . . . . . . 501(c)(5)such Act); or990, or Form 990-EZ, with the IRS. However, if • An organization described under section Business Leagues, etc. . . . . . . . . . . . 501(c)(6)the organization chooses to file a Form 990 or
6033(g)(3)(G).Form 990-EZ, it must also attach the schedules Social and Recreation Clubs . . . . . . . . 501(c)(7)15. An organization whose annual grossand statements described in the instructions for
receipts are normally $25,000 or less (but see Fraternal Beneficiary and Domestic 501(c)(8)these forms.
General Instruction A, if the organization Fraternal Societies and Associations & (10)1. A church, an interchurch organization of received a Form 990 Package).local units of a church, a convention or Voluntary Employees’ Beneficiary

a. Calculating gross receipts. Theassociation of churches, an integrated auxiliary Associations . . . . . . . . . . . . . . . . . 501(c)(9)
organization’s gross receipts are the totalof a church (such as a men’s or women’s

Teachers’ Retirement Fund Associations 501(c)(11)amount it received from all sources during itsorganization, religious school, mission society,
annual accounting period, without subtractingor youth group). Benevolent Life Insurance Associations,
any costs or expenses.2. Church-affiliated organizations that are Mutual Ditch or Irrigation Companies,

i. Form 990. Gross receipts are the sumexclusively engaged in managing funds or Mutual or Cooperative Telephone
of lines 1d, 2, 3, 4, 5, 6a, 7, 8a (both columns),maintaining retirement programs and are Companies, etc. . . . . . . . . . . . . . . 501(c)(12)
9a, 10a, and 11 of Part I. Gross receipts candescribed in Rev. Proc. 96-10, 1996-1

Cemetery Companies . . . . . . . . . . . . 501(c)(13)also be calculated by adding back the amountsC.B. 577.
on lines 6b, 8b (both columns), 9b, and 10b to3. A school below college level affiliated State Chartered Credit Unions, Mutual
the total revenue reported on line 12.with a church or operated by a religious order. Reserve Funds . . . . . . . . . . . . . . . 501(c)(14)

4. A mission society sponsored by, or ii. Form 990-EZ. Gross receipts are the
Insurance Companies or Associationsaffiliated with, one or more churches or church sum of lines 1, 2, 3, 4, 5a, 6a, 7a, and 8 of Part

Other Than Life . . . . . . . . . . . . . . . 501(c)(15)denominations, if more than half of the I. Gross receipts can also be calculated by
society’s activities are conducted in, or directed adding back the amounts on lines 5b, 6b, and Cooperative Organizations To Finance
at, persons in foreign countries. 7b to the total revenue reported on line 9. Crop Operations . . . . . . . . . . . . . . 501(c)(16)

5. An exclusively religious activity of any
Supplemental Unemployment BenefitExample. On line 9 of its Form 990-EZ forreligious order.

Trusts . . . . . . . . . . . . . . . . . . . . . 501(c)(17)the year 2004, Organization M reported6. A state institution whose income is
$50,000 as total revenue. M added back theexcluded from gross income under Employee Funded Pension Trusts
costs and expenses it had deducted on linessection 115. (created before 6/25/59) . . . . . . . . . 501(c)(18)
5b ($2,000); 6b ($1,500); and 7b ($500) to its7. An organization described in section Organizations of Past or Present 501(c)(19)total revenue of $50,000 and determined that501(c)(1). Section 501(c)(1) organizations are Members of the Armed Forces . . . . . & (23)its gross receipts for the tax year werecorporations organized under an Act of
$54,000.Congress that are: Black Lung Benefit Trusts . . . . . . . . . . 501(c)(21)

b. Gross receipts when acting as agent.• Instrumentalities of the United States, Withdrawal Liability Payment Funds . . . 501(c)(22)If a local chapter of a section 501(c)(8)and
fraternal organization collects insurance Title Holding Corporations or Trusts . . . 501(c)(25)• Exempt from federal income taxes.
premiums for its parent lodge and merely8. A private foundation exempt under State-Sponsored Organizationssends those premiums to the parent withoutsection 501(c)(3) and described in section Providing Health Coverage forasserting any right to use the funds or509(a). Use Form 990-PF, Return of Private High-Risk Individuals . . . . . . . . . . . 501(c)(26)otherwise deriving any benefit from collectingFoundation.
them, the local chapter should not include the State-Sponsored Workmen’s9. A black lung benefit trust described in
premiums in its gross receipts. The parent Compensation and Insurance andsection 501(c)(21). Use Form 990-BL,
lodge should report them instead. The same Reinsurance Organizations . . . . . . . 501(c)(27)Information and Initial Excise Tax Return for
treatment applies in other situations in whichBlack Lung Benefit Trusts and Certain Related Religious and Apostolic Associations . . 501(d)one organization collects funds merely as anPersons.
agent for another. Cooperative Hospital Service10. A stock bonus, pension, or profit-sharing

c. $25,000 gross receipts test. An Organizations . . . . . . . . . . . . . . . . 501(e)trust that qualifies under section 401. Use
organization’s gross receipts are consideredForm 5500, Annual Return/Report of Employee Cooperative Service Organizations ofnormally to be $25,000 or less if theBenefit Plan. Operating Educational Organizations 501(f)organization is:11. A religious or apostolic organization

Child Care Organizations . . . . . . . . . . 501(k)i. Up to a year old and has received, ordescribed in section 501(d). Use Form 1065,
donors have pledged to give, $37,500 or lessU.S. Return of Partnership Income. Charitable Risk Pools . . . . . . . . . . . . 501(n)during its first tax year;12. A foreign organization whose annual

Political Organizations . . . . . . . . . . . . 527gross receipts from sources within the U.S. are ii. Between 1 and 3 years old and
normally $25,000 or less (Rev. Proc. 94-17, averaged $30,000 or less in gross receipts
1994-1 C.B. 579). See the $25,000 gross during each of its first 2 tax years; or

-3-General Instructions for Form 990 and Form 990-EZ
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may apply. The Trust Fund Recovery Penalty from an HSA, Archer MSA or Medicare+Choice
D. Forms and Publications may be imposed on all persons (including MSA, original issue discount, distributions from

volunteers) who the IRS determines were pensions, annuities, retirement or profit-sharingTo File or Use
responsible for collecting, accounting for, and plans, IRAs, insurance contracts, etc., and

Personal computer. You can access the IRS paying over these taxes, and who acted proceeds from real estate transactions. Also,
website 24 hours a day, 7 days a week at willfully in not doing so. use certain of these returns to report amounts
www.irs.gov to: that were received as a nominee on behalf ofThis penalty does not apply to volunteer

another person.• Download forms, instructions, and unpaid members of any board of trustees or
publications. directors of a tax-exempt organization, if these Form 1120-POL. U.S. Income Tax Return for
• See answers to frequently asked tax members are solely serving in an honorary Certain Political Organizations.
questions. capacity, do not participate in the day-to-day or Form 1128. Application To Adopt, Change, or• Order IRS products online. financial activities of the organization, and do Retain a Tax Year.• Search publications online by topic or not have actual knowledge of the failure to Form 3115. Application for Change inkeyword. collect, account for, and pay over these taxes. Accounting Method.• Send us comments or request help via However, the preceding sentence does not
email. Form 4506-A. Request for Public Inspectionapply if it results in no person being liable for
• Sign up to receive local and national tax or Copy of Exempt or Political Organizationthe penalty.
news by email. IRS Form.The penalty is equal to the unpaid trust fund

Form 4562. Depreciation and Amortization.CD-ROM. Order Pub. 1796, IRS Federal Tax tax. See the instructions for Pub. 15 (Circular
Products on CD-ROM, and get: E), Employer’s Tax Guide, for more details, Form 4720. Return of Certain Excise Taxes
• Current year forms, instructions, and including the definition of responsible persons. on Charities and Other Persons Under
publications. Chapters 41 and 42 of the Internal RevenueForm 990-T. Exempt Organization Business• Prior year forms, instructions, and Code.Income Tax Return. Filed separately for
publications. organizations with gross income of $1,000 or Form 5500. Annual Return/Report of• Frequently requested forms that may be more from business unrelated to the Employee Benefit Plan. Employers whofilled in electronically, printed out for organization’s exempt purpose. The Form maintain pension, profit-sharing, or othersubmission, and saved for recordkeeping. 990-T is also filed to pay the section 6033(e)(2) funded deferred compensation plans are• The Internal Revenue Bulletin. proxy tax. For Form 990, see line 85 and its generally required to file the Form 5500. This

Buy the CD-ROM on the Internet at instructions; for Form 990-EZ, see line 35 and requirement applies whether or not the plan is
www.irs.gov/cdorders from the National its instructions. qualified under the Internal Revenue Code and
Technical Information Service (NTIS) for $22 whether or not a deduction is claimed for theForm 990-W. Estimated Tax on Unrelated
(no handling fee), or call 1-877-CDFORMS current tax year.Business Taxable Income for Tax-Exempt
(1-877-233-6767) toll free to buy the CD-ROM Organizations. Form 5768. Election/Revocation of Election by
for $22 (plus a $5 handling fee). an Eligible Section 501(c)(3) Organization ToForm 1040. U.S. Individual Income Tax
By phone and in person. You can order Make Expenditures To Influence Legislation.Return.
forms and publications 24 hours a day, 7 days Form 1041. U.S. Income Tax Return for Form 8282. Donee Information Return.
a week, by calling 1-800-TAX-FORM Estates and Trusts. Required of section Required of the donee of “charitable deduction
(1-800-829-3676). You can also get most 4947(a)(1) nonexempt charitable trusts that property” who sells, exchanges, or otherwise
forms and publications at your local IRS office. also file Form 990 or Form 990-EZ. However, if disposes of the property within 2 years after
Schedule A (Form 990 or 990-EZ). such a trust does not have any taxable income receiving the property.
Organization Exempt Under Section 501(c)(3) under Subtitle A of the Code, it can file Form The form is also required of any successor(Except Private Foundation), 501(e), 501(f), 990, or Form 990-EZ, and does not have to file donee who disposes of charitable deduction501(k), 501(n), or Section 4947(a)(1), Form 1041 to meet its section 6012 filing property within 2 years after the date that theNonexempt Charitable Trust. The Schedule A requirement. If this condition is met, complete donor gave the property to the original donee.(Form 990 or 990-EZ) is filed with Form 990, or Form 990, or Form 990-EZ, and do not file It does not matter who gave the property to theForm 990-EZ, for a section 501(c)(3) Form 1041. successor donee. It may have been the originalorganization that is not a private foundation A section 4947(a)(1) nonexempt charitable donee or another successor donee.(and including an organization described in trust that normally has gross receipts of not Form 8283. Noncash Charitablesection 501(e), 501(f), 501(k), or 501(n)). It is more than $25,000 (see the gross receipts Contributions.also filed with Form 990, or Form 990-EZ, for a discussion in General Instruction B) and has no

Form 8300. Report of Cash Payments Oversection 4947(a)(1) nonexempt charitable trust taxable income under Subtitle A must complete
$10,000 Received in a Trade or Business.that is not treated as a private foundation. An line 92 and the signature block on page 6 of
Used to report cash amounts in excess oforganization is not required to file Schedule A the Form 990. On the Form 990-EZ, complete
$10,000 that were received in a single(Form 990 or 990-EZ) if its gross receipts are line 43 and the signature block on page 2 of
transaction (or in two or more relatednormally $25,000 or less. See the gross the return. In addition, complete only the
transactions) in the course of a trade orreceipts discussion in General Instruction B. following items in the heading of Form 990 or
business (as defined in section 162).Schedule B (Form 990, 990-EZ, or 990-PF). Form 990-EZ:

Schedule of Contributors. Schedule B (Form However, if the organization receives a
990, 990-EZ, or 990-PF) is used by all charitable cash contribution in excess ofItem
organizations required to file Form 990, $10,000, it is not subject to the reportingA Tax year (fiscal year or short period, if
990-EZ, or 990-PF, to provide the contributor requirement since the funds were not receivedapplicable)
information required for line 1 of those forms. in the course of a trade or business.B Applicable checkboxes
Forms W-2 and W-3. Wage and Tax Form 8822. Change of Address. Used toC Name and address
Statement; and Transmittal of Wage and Tax notify the IRS of a change in mailing addressD Employer identification number (EIN)
Statements. that occurs after the return is filed.J Section 4947(a)(1) nonexempt charitable

trust box.Form W-9. Request for Taxpayer Identification Form 8868. Application for Extension of Time
Number and Certification. To File an Exempt Organization Return.

Form 1096. Annual Summary and Transmittal
Form 940. Employer’s Annual Federal Form 8870. Information Return for Transfersof U.S. Information Returns.
Unemployment (FUTA) Tax Return. Associated With Certain Personal Benefit

Form 1098 series.  Information returns to Contracts. Used to identify those personalForm 941. Employer’s Quarterly Federal Tax report student loan interest and tuition and benefit contracts for which funds wereReturn. Used to report social security, related expenses received. transferred to the organization, directly orMedicare, and income taxes withheld by an Form 1099 series. Information returns to indirectly, as well as the transferors for, andemployer and social security and Medicare report acquisitions or abandonments of beneficiaries of, those contracts.taxes paid by an employer. secured property, proceeds from broker and Form 8871. Political Organization Notice ofForm 943. Employer’s Annual Tax Return for barter exchange transactions, cancellation of Section 527 Status.Agricultural Employees. debt, dividends and distributions, certain
Form 8872. Political Organization Report ofTrust Fund Recovery Penalty. If certain government and state qualified tuition program
Contributions and Expenditures.excise, income, social security, and Medicare payments, taxable distributions from

taxes that must be collected or withheld are not cooperatives, interest payments, payments of Form 8899.  Notice of Income from Donated
collected or withheld, or these taxes are not long-term care and accelerated death benefits, Intellectual Property. Used to report income
paid to the IRS, a Trust Fund Recovery Penalty miscellaneous income payments, distributions from qualified intellectual property.
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Publication 463. Travel, Entertainment, Gift, return filed with a state will not fully satisfy that some of the information required by Form 990
and Car Expenses. state’s filing requirement if required information or Form 990-EZ. This substitution is not

is not provided, including any of the additional permitted if the organization files a DOL reportPublication 525. Taxable and Nontaxable
information discussed above, or if the state that consolidates its financial statements withIncome.
determines that the form was not completed by those of one or more separate subsidiaryPublication 526. Charitable Contributions.
following the applicable Form 990, or Form organizations.

Publication 538. Accounting Periods and 990-EZ, instructions or supplemental state
Methods. Employee benefit plans (sectioninstructions. If so, the organization may be

501(c)(9), (17), or (18))Publication 598. Tax on Unrelated Business asked to provide the missing information or to
Income of Exempt Organizations. submit an amended return. An employee benefit plan may be able to

substitute Form 5500 for part of Form 990 orPublication 910. IRS Guide to Free Tax Use of audit guides may be required
Form 990-EZ. The substitution can be made ifServices.

To ensure that all organizations report similar the organization filing Form 990, or FormPublication 946. How To Depreciate transactions uniformly, many states require 990-EZ, and the plan filing Form 5500, meet allProperty. that contributions, gifts, grants, etc., and the following tests:Publication 1771. Charitable Contributions— functional expenses be reported according to
1. The Form 990, or Form 990-EZ, filer isSubstantiation and Disclosure Requirements. the AICPA industry audit and accounting guide,

organized under section 501(c)(9), (17), orNot-for-Profit Organizations (New York, NY,
(18);AICPA, 2003), supplemented by Standards ofE. Use of Form 990, or Form 2. The Form 990, or Form 990-EZ, filerAccounting and Financial Reporting for
and Form 5500 filer are identical for financial990-EZ, To Satisfy State Reporting Voluntary Health and Welfare Organizations
reporting purposes and have identical receipts,(Washington, DC, National Health Council,Requirements disbursements, assets, liabilities, and equityInc., 1998, 4th edition).Some states and local government units will accounts;

accept a copy of Form 990, or Form 990-EZ, Donated services and facilities 3. The employee benefit plan does not
Schedule A (Form 990 or 990-EZ), and include more than one section 501(c)Even though reporting donated services and
Schedule B (Form 990, 990-EZ, or 990-PF) in organization, and the section 501(c)facilities as items of revenue and expense is
place of all or part of their own financial report organization is not a part of more than onecalled for in certain circumstances by the two
forms. The substitution applies primarily to employee benefit plan;publications named above, many states and
section 501(c)(3) organizations, but some of 4. The organization’s accounting year andthe IRS do not permit the inclusion of those
the other types of section 501(c) organizations the employee plan year are the same. If theyamounts in Parts I and II of Form 990 or Part I
are also affected. are not, you may want to change theof Form 990-EZ. The optional reporting of

organization’s accounting year, as explained inIf you use Form 990, or Form 990-EZ, to donated services and facilities is discussed in
General Instruction G, so it will coincide withsatisfy state or local filing requirements, such the instructions for Part III for both Form 990
the plan year.as those under state charitable solicitation and Form 990-EZ.

acts, note the following— Amended returns Allowable substitution areasDetermine state filing requirements If the organization submits supplemental
Whether an organization files Form 990, orYou should consult the appropriate officials of information or files an amended Form 990, or
Form 990-EZ, for a labor organization or for anall states and other jurisdictions in which the Form 990-EZ, with the IRS, it must also send a
employee benefit plan, the areas of Form 990,organization does business to determine their copy of the information or amended return to
or Form 990-EZ, for which other forms can bespecific filing requirements. “Doing business” in any state with which it filed a copy of Form
substituted are the same. These areas are:a jurisdiction may include any of the following: 990, or Form 990-EZ, originally to meet that

(a) soliciting contributions or grants by mail or state’s filing requirement. Form 990
otherwise from individuals, businesses, or If a state requires the organization to file an • Lines 13 through 15 of Part I (but completeother charitable organizations; (b) conducting amended Form 990, or Form 990-EZ, to lines 16 through 21);programs; (c) having employees within that correct conflicts with Form 990, or Form • Part II; andjurisdiction; (d) maintaining a checking 990-EZ, instructions, it must also file an • Part IV (but complete lines 59, 66, and 74,account; or (e) owning or renting property amended return with the IRS. columns (A) and (B)).there.

Method of accounting Form 990-EZMonetary tests may differ
Most states require that all amounts be • Lines 10 through 16 of Part I (but completeSome or all of the dollar limitations applicable reported based on the accrual method of

lines 17 through 21).to Form 990, or Form 990-EZ, when filed with accounting. See also General Instruction G. • Part II (but complete lines 25 through 27,the IRS may not apply when using Form 990,
Time for filing may differ columns (A) and (B)).or Form 990-EZ, in place of state or local

report forms. Examples of the IRS dollar The deadline for filing Form 990, or Form If an organization substitutes Form LM-2 or
limitations that do not meet some state 990-EZ, with the IRS differs from the time for LM-3 for any of the Form 990, or Form 990-EZ,
requirements are the $25,000 gross receipts filing reports with some states. Parts or line items mentioned above, it must
minimum that creates an obligation to file with attach a reconciliation sheet to show thePublic inspectionthe IRS (see the gross receipts discussion in relationship between the amounts on the DOLThe Form 990, or Form 990-EZ, informationGeneral Instruction B) and the $50,000 forms and the amounts on Form 990 or Formmade available for public inspection by the IRSminimum for listing professional fees in Part II 990-EZ. This is particularly true of themay differ from that made available by theof Schedule A (Form 990 or 990-EZ). relationship of disbursements shown on thestates. See the discussion for the required

DOL forms and the total expenses on line 17,Additional information may be schedule of contributors (Schedule B (Form
Part I, of both Form 990 and Form 990-EZ. Therequired 990, 990-EZ, or 990-PF)) in General
organization must make this reconciliationInstruction L.State or local filing requirements may require
because the cash disbursements section of theyou to attach to Form 990, or Form 990-EZ,
DOL forms includes nonexpense items. If theone or more of the following: (a) additional
organization substitutes Form LM-2, be sure toF. Other Forms as Partialfinancial statements, such as a complete
complete its separate schedule of expenses.Substitutes for Form 990 or Formanalysis of functional expenses or a statement

of changes in net assets; (b) notes to financial 990-EZ
statements; (c) additional financial schedules; G. Accounting Periods andExcept as provided below, the Internal(d) a report on the financial statements by an Revenue Service will not accept any form as a Methodsindependent accountant; and (e) answers to substitute for one or more parts of Form 990 oradditional questions and other information. Form 990-EZ. For more information about theseEach jurisdiction may require the additional

topics, see Pub. 538.material to be presented on forms they provide. Labor organizations (section 501(c)(5))
The additional information does not have to be

TIP
A labor organization that files Form LM-2,

submitted with the Form 990, or Form 990-EZ, Labor Organization Annual Report, or the Accounting periodsfiled with the IRS. shorter Form LM-3, Labor Organization Annual
Even if the Form 990, or Form 990-EZ, that Report, with the U.S. Department of Labor Calendar year. Use the 2004 Form 990, or

the organization files with the IRS is accepted (DOL) can attach a copy of the completed DOL Form 990-EZ, to report on the 2004 calendar
by the IRS as complete, a copy of the same form to Form 990, or Form 990-EZ, to provide year accounting period. A calendar year
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accounting period begins on January 1 and State reporting. If the organization prepares show reasonable cause for the additional time
ends on December 31. Form 990, or Form 990-EZ, for state reporting requested. See the instructions for Form 8868.

purposes, it may file an identical return with theFiscal year. If the organization has
IRS even though the return does not agreeestablished a fiscal year accounting period, J. Amended Return/Final Returnwith the books of account, unless the way oneuse the 2004 Form 990, or Form 990-EZ, to

To change the organization’s return for anyor more items are reported on the state returnreport on the organization’s fiscal year that
year, file a new return including any requiredconflicts with the instructions for preparingbegan in 2004 and ended 12 months later. A
attachments. Use the revision of Form 990, orForm 990, or Form 990-EZ, for filing with thefiscal year accounting period should normally
Form 990-EZ, applicable to the year beingIRS.coincide with the natural operating cycle of the
amended. The amended return must provideorganization. Be certain to indicate in the Example 1. The organization maintains its
all the information called for by the form andheading of Form 990, or Form 990-EZ, the books on the cash receipts and disbursements
instructions, not just the new or correcteddate the organization’s fiscal year began in method of accounting but prepares a state
information. Check the “Amended return” box2004 and the date the fiscal year ended in the return based on the accrual method. It could
in the heading of the return.year 2005. use that return for reporting to the IRS.

The organization may file an amendedShort period. Use the 2004 Form 990, or Example 2. A state reporting requirement
return at any time to change or add to theForm 990-EZ, to report on a short accounting requires the organization to report certain
information reported on a previously filed returnperiod (less than 12 months) that began in revenue, expense, or balance sheet items
for the same period. It must make the2004 and ended November 30, 2005, or differently from the way it normally accounts for
amended return available for public inspectionearlier. them on its books. A Form 990, or Form
for 3 years from the date of filing or 3 years990-EZ, prepared for that state is acceptableBecause the Form 990, or Form 990-EZ, for from the date the original return was due,for the IRS reporting purposes if the statethe year 2005 may not be distributed until the whichever is later.reporting requirement does not conflict with theyear 2006, use the prior year form, the 2004

Form 990, or Form 990-EZ, instructions. The organization must also send a copy ofForm 990, or Form 990-EZ, to report on a short
the information or amended return to any stateaccounting period that begins in the year 2005 An organization should keep a
with which it filed a copy of Form 990, or Formand ends November 30, 2005, or earlier. Strike reconciliation of any differences between its
990-EZ, originally to meet that state’s filingthe 2004 year on the form and show the year books of account and the Form 990, or Form
requirement.2005. 990-EZ, that is filed.

Use Form 4506-A to obtain a copy of aIf the organization changes its accounting Most states that accept Form 990, or Form
previously filed return. You can obtain blankperiod, it must file a return on Form 990, or 990-EZ, in place of their own forms require that
forms for prior years by callingForm 990-EZ, for the short period resulting all amounts be reported based on the accrual
1-800-TAX-FORM (1-800-829-3676).from the change. Write “Change of Accounting method of accounting. For further information,

Period” at the top of this short-period return. If the return is a final return, see the specificsee General Instruction E.
instructions for Form 990 for line 79, Part VI.If the organization changed its accounting
For Form 990-EZ, see the specific instructionsperiod within the 10-calendar-year period that H. When and Where To File for line 36, Part V.includes the beginning of the short period, and

File Form 990, or Form 990-EZ, by the 15thit had a Form 990, or Form 990-EZ, filing
day of the 5th month after the organization’srequirement at any time during that 10-year K. Penaltiesaccounting period ends. If the regular due dateperiod, it must also attach a Form 1128 to the
falls on a Saturday, Sunday, or legal holiday,short-period return. See Rev. Proc. 85-58, Against the organizationfile on the next business day. A business day is1985-2 C.B. 740.

Under section 6652(c)(1)(A), a penalty of $20 aany day that is not a Saturday, Sunday, orGroup return. When affiliated organizations
day, not to exceed the smaller of $10,000 orlegal holiday.authorize their central organization to file a
5% of the gross receipts of the organization forgroup return for them, the accounting period of If the organization is liquidated, dissolved,
the year, may be charged when a return is filedthe affiliated organizations and the central or terminated, file the return by the 15th day of
late, unless the organization can show that theorganization must be the same. See General the 5th month after the liquidation, dissolution,
late filing was due to reasonable cause.Instruction R. or termination.
Organizations with annual gross receipts

If the return is not filed by the due dateAccounting methods exceeding $1 million are subject to a penalty of
(including any extension granted), attach a $100 for each day the failure continues (with aUnless instructed otherwise, the organization
statement giving the reasons for not filing on maximum penalty with respect to any oneshould generally use the same accounting
time. Send the return to the: return of $50,000). The penalty begins on themethod on the return to figure revenue and

due date for filing the Form 990 or FormInternal Revenue Service Centerexpenses as it regularly uses to keep its books
990-EZ.Ogden, UT 84201-0027.and records. To be acceptable for Form 990, or

Form 990-EZ, reporting purposes, however, The penalty may also be charged if thePrivate delivery services. You can use
the method of accounting used must clearly organization files an incomplete return. Tocertain private delivery services designated by
reflect income. avoid having to supply missing informationthe IRS to meet the “timely mailing as timely

later, be sure to complete all applicable linefiling/paying” rule for tax returns and payments.Generally, the organization must file Form
items; answer “Yes,” “No,” or “N/A” (notThese private delivery services include only the3115 to change its accounting method. Notice
applicable) to each question on the return;following.96-30, 1996-1 C.B. 378, provides relief from
make an entry (including a zero when• DHL Express (DHL): DHL Same Dayfiling Form 3115 to section 501(c)
appropriate) on all total lines; and enter “None”Service, DHL Next Day 10:30 am, DHL Nextorganizations that change their methods of
or “N/A” if an entire part does not apply.Day 12:00 pm, DHL Next Day 3:00 pm, andaccounting to comply with the provisions of

DHL 2nd Day Service.SFAS 116, Accounting for Contributions Also, this penalty may be imposed if the
• Federal Express (FedEx): FedEx PriorityReceived and Contributions Made. In SFAS organization’s return contains incorrect
Overnight, FedEx Standard Overnight, FedEx116, the Financial Accounting Standards Board information. For example, an organization that
2Day, FedEx International Priority, FedExrevised certain generally accepted accounting reports contributions net of related fundraising
International First.principles relating to contributions received and expenses may be subject to this penalty.
• United Parcel Service (UPS): UPS Next Daycontributions awarded by not-for-profit Use of a paid preparer does not relieve theAir, UPS Next Day Air Saver, UPS 2nd Dayorganizations. organization of its responsibility to file aAir, UPS 2nd Day Air A.M., UPS Worldwide A not-for-profit organization that changes complete and accurate return.Express Plus, and UPS Worldwide Express.its method of accounting for federal income tax

Against responsible person(s)purposes to conform to the method provided in The private delivery service can tell you
SFAS 116 should report any adjustment how to get written proof of the mailing date. If the organization does not file a complete
required by section 481(a) on line 20 of Form return or does not furnish correct information,
990, or Form 990-EZ, as a net asset the IRS will send the organization a letter that

I. Extension of Time To Fileadjustment made during the year the change is includes a fixed time to fulfill these
made. The adjustment should be identified as Use Form 8868 to request an automatic requirements. After that period expires, the
the effect of changing to the method provided 3-month extension of time to file. Use Form person failing to comply will be charged a
in SFAS 116. The beginning of year statement 8868 also to apply for an additional (not penalty of $10 a day. The maximum penalty on
of financial position (balance sheet) should not automatic) 3-month extension if the original 3 all persons for failures with respect to any one
be restated to reflect any prior period months was not enough time. To obtain this return shall not exceed $5,000 (section
adjustments. additional extension of time to file, you must 6652(c)(1)(B)(ii)).

-6- General Instructions for Form 990 and Form 990-EZ



Page 7 of 46 Instructions for Form 990 and Form 990-EZ 16:47 -  5-JAN-2005

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

Any person who does not comply with the 2. Estimate in good faith the organization’sIF . . . THEN . . .
public inspection requirements, as discussed in goods or services given in return for donor’s
General Instruction M, will be assessed a contribution.Organizations advertise They must keep
penalty of $20 for each day that inspection was 3. Describe, but need not value, certaintheir fundraising events, samples of the
not permitted, up to a maximum of $10,000 for goods or services given donor’s employees oradvertising copy.
each return. The penalties for failure to comply partners.
with the public inspection requirements for 4. Inform the donor that a deductibleOrganizations use radio They must keep
applications is the same as those for annual charitable contribution deduction is limited asor television to make samples of:
returns, except that the $10,000 limitation does follows:their solicitations, (a) Scripts,
not apply (sections 6652(c)(1)(C) and (D)). Any (b) Transcripts, or
person who willfully fails to comply with the (c) Other evidence of Donor’s contributionpublic inspection requirements for annual on-air solicitations. Lessreturns or exemption applications will be
subject to an additional penalty of $5,000 Organization’s money, and goods or servicesOrganizations use They must keep(section 6685). given in returnoutside fundraisers, samples of the

fundraising materialsThere are also penalties—fines and Equals
used by the outsideimprisonment—for willfully not filing returns

Donor’s deductible charitable contribution.fundraisers.and for filing fraudulent returns and statements
with the IRS (sections 7203, 7206, and 7207).
States may impose additional penalties for For each fundraising event, organizations Exception: No disclosure statement isfailure to meet their separate filing must keep records to show that portion of any required if the organization gave:requirements. See also the discussion of the payment received from patrons that is not 1. Goods or services of insubstantial value,Trust Fund Recovery Penalty, General deductible; that is, the retail value of the goods 2. Certain membership benefits, orInstruction D. or services received by the patrons. See 3. An intangible religious benefit.“Disclosure statement for quid pro quo

contributions” below. See Regulations sections 1.170A-1,L. Contributions
1.170A-13, and 1.6115-1.Noncash contributions

Schedule B (Form 990, 990-EZ, or Certain goods or services disregarded forSee the instructions for Schedule B (Form 990,
substantiation and disclosure purposes.990-PF), Schedule of Contributors 990-EZ, or 990-PF).

Goods or services with insubstantialSchedule B (Form 990, 990-EZ, or 990-PF) is If the organization received a partially
value. Generally, under section 170, thea required attachment for the Form 990, completed Form 8283 from a donor, complete
deductible amount of a contribution is990-EZ, or 990-PF, and is used to report on it and return it so the donor can get a charitable
determined by taking into account the fairtax-deductible and non-tax-deductible contribution deduction. Keep a copy for your
market value, not the cost to the charity, of anycontributions. See the instructions for Schedule records. See also the reference to Form 8282
benefits received in return. However, the costB for the public inspection rules applicable to in General Instruction D.
to the charity may be used in determiningthat form. See also the Specific Instructions for

Substantiation and disclosure whether the benefits are insubstantial. Seeboth Form 990 and Form 990-EZ, under
below.Completing the Heading . . . where the requirements for charitable

instructions are keyed to items in the heading contributions Cost basis. If a taxpayer makes a
of Form 990 or Form 990-EZ. payment of $41.00 or more to a charity andAcknowledgment to substantiate charitable

receives only token items in return, the itemscontributions. An organization (donee)Solicitations of nondeductible have insubstantial value if they:should be aware that a donor of a charitablecontributions • Bear the charity’s name or logo, andcontribution of $250 or more cannot take an
Any fundraising solicitation by or on behalf of • Have an aggregate cost to the charity ofincome tax deduction unless the donor obtains
any section 501(c) or 527 organization that is $8.20 or less (“low-cost article” amount ofthe organization’s acknowledgment to
not eligible to receive contributions deductible section 513(h)(2)).substantiate the charitable contribution.
as charitable contributions for federal income Fair market value basis. If a taxpayerThe organization’s acknowledgment must:tax purposes must include an explicit makes a payment to a charitable organization
statement that contributions or gifts to it are not 1. Be written. in a fundraising campaign and receives
deductible as charitable contributions. The 2. Be contemporaneous. benefits with a fair market value of not more
statement must be in an easily recognizable 3. State the amount of any cash it than 2% of the amount of the payment, or $82,
format whether the solicitation is made in received. whichever is less, the benefits received have
written or printed form, by television or radio, or 4. State: insubstantial value in determining the
by telephone. This provision applies only to taxpayer’s contribution.a. Whether the organization gave the
those organizations whose annual gross donor any intangible religious benefits (no The dollar amounts given above arereceipts are normally more than $100,000 valuation needed). applicable to tax year 2004. They are adjusted(section 6113 and Notice 88-120, 1988-2 C.B. b. Whether or not the organization gave annually for inflation.454). the donor any goods or services in return for

When a donee organization provides athe donor’s contribution (a quid pro quoFailure to disclose that contributions are not donor only with goods or services havingcontribution).deductible could result in a penalty of $1,000 insubstantial value under Rev. Proc. 2003-85,5. Describe goods or services thefor each day on which a failure occurs. The 2003-49 I.R.B. 1184 (2003-2 C.B. 1184) (andorganization:maximum penalty for failures by any any successor documents), the
a. Received (no valuation needed).organization, during any calendar year, shall contemporaneous written acknowledgment
b. Gave (good faith estimate needed).not exceed $10,000. In cases where the failure may indicate that no goods or services were

to make the disclosure is due to intentional provided in exchange for the donor’s payment.Exception. An organization need not make adisregard of the law, more severe penalties Certain membership benefits. Othergood faith estimate of a quid pro quoapply. No penalty will be imposed if the failure goods or services that are disregarded forcontribution if the goods or services given to ais due to reasonable cause (section 6710). substantiation and disclosure purposes aredonor are:
annual membership benefits offered to a• Insubstantial in value,Keeping fundraising records for
taxpayer in exchange for a payment of $75 or• Certain membership benefits for $75 or lesstax-deductible contributions less per year that consist of:per year, orSection 501(c) organizations that are eligible to • Certain goods or services given to the 1. Any rights or privileges that the taxpayerreceive tax-deductible contributions under donor’s employees or partners. can exercise frequently during the membershipsection 170(c) of the Code must keep sample period such as:Disclosure statement for quid pro quocopies of their fundraising materials, such as:

contributions. If the organization receives a a. Free or discounted admission to the• Dues statements,
quid pro quo contribution of more than $75, an organization’s facilities or events,• Fundraising solicitations,
organization must provide a disclosure b. Free or discounted parking.• Tickets,
statement to the donor. The organization’s 2. Admission to events that are:• Receipts, or
disclosure statement must:• Other evidence of payments received in a. Open only to members, and are, per

connection with fundraising activities. 1. Be written. person,
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b. Within the “low-cost article” limitation. contributions made by a taxpayer to a donee determined by reference to the fair market
organization during a tax year equals $250 or value of similar or comparable goods or

Examples. more. services. Goods or services may be similar or
1. E offers a basic membership benefits comparable even though they do not have theContemporaneous. A written

package for $75. The package gives members unique qualities of the goods or services thatacknowledgment is contemporaneous if the
the right to buy tickets in advance, free parking, are being valued.donor obtains it on or before the earlier of:
and a gift shop discount of 10%. E’s $150 • The date the donor files the original return Goods or services.  Goods or services
preferred membership benefits package also for the tax year in which the contribution was mean:
includes a $20 poster. Both the basic and made; or • Cash,
preferred membership packages are for a • The due date (including extensions) for filing • Property,
12-month period and include about 50 the donor’s original return for that year. • Services,
productions. E offers F, a patron of the arts, the • Benefits, andSubstantiation of payroll contributions.preferred membership benefits in return for a • Privileges.An organization may substantiate a payrollpayment of $150 or more. F accepts the

contribution by: In consideration for.  A doneepreferred membership benefits package for • A pay stub, Form W-2, or other document organization provides goods or services in$300. E’s written acknowledgment satisfies the
showing a contribution to a donee organization; consideration for a taxpayer’s payment if, atsubstantiation requirement if it describes the
and the time the taxpayer makes the payment toposter, gives a good faith estimate of its fair • A pledge card or other document from the the donee organization, the taxpayer receives,market value ($20), and disregards the
donee organization stating that organization or expects to receive, goods or services inremaining membership benefits.
provides no goods or services for any payroll exchange for that payment.2. If F received only the basic membership
contributions.package for its $300 payment, E’s Goods or services a donee organization

The amount withheld from each payment ofacknowledgment need state only that no goods provides in consideration for a payment by a
wages to a taxpayer is treated as a separateor services were provided. taxpayer include goods or services provided in
contribution.3. G Theater Group performs four plays. a year other than the year in which the donor

Each play is performed twice. Nonmembers makes the payment to the donee organization.Substantiation of payments to a college
can purchase a ticket for $15. For a $60 or university for the right to purchase Intangible religious benefits. Intangiblemembership fee, however, members are tickets to athletic events. The right to religious benefits must be provided byoffered free admission to any of the purchase tickets for an athletic event is valued organizations organized exclusively forperformances. H makes a payment of $350 at 20% of the payment. religious purposes.and accepts this membership benefit. Because

Example. When a taxpayer pays $312.50of the limited number of performances, the
for the right to purchase tickets for an athletic Examples include:membership privilege cannot be exercised
event, the right is valued at $62.50. The • Admission to a religious ceremony, andfrequently. Therefore, G’s acknowledgment
remaining $250 is a charitable contribution that • De minimis tangible benefits, such as wine,must describe the free admission benefit and
the taxpayer must substantiate. provided in connection with a religiousestimate its value in good faith.

ceremony.Substantiation of matched payments.  If
Certain goods or services provided to a taxpayer’s payment to a donee organization Distributing organization as donee.  An

donor’s employees or partners. Certain is matched by another payor, and the taxpayer organization described in section 170(c), or an
goods or services provided to employees or receives goods or services in consideration for organization described as a Principal
partners of donors may be disregarded for its payment and some or all of the matching Combined Fund Organization for purposes of
substantiation and disclosure purposes. payment, those goods or services will be the Combined Federal Campaign, that receives
Describe such goods or services. A good faith treated as provided in consideration for the a payment made as a contribution is treated as
estimate is not needed. taxpayer’s payment and not in consideration a donee organization even if the organization

for the matching payment.Example. Museum J offers a basic distributes the amount received to one or more
membership benefits package for $40. It organizations described in section 170(c).Disclosure statement.  An organization
includes free admission and a 10% gift shop must provide a written disclosure statement to Penalties.  A charity that knowinglydiscount. Corporation K makes a $50,000 donors who make a payment, described as a provides a false substantiationpayment to J and in return, J offers K’s “quid pro quo contribution,” in excess of $75 acknowledgment to a donor may be subject toemployees free admission, a tee shirt with J’s (section 6115). This requirement is separate the penalties under section 6701 for aiding andlogo that costs J $4.50, and a 25% gift shop from the written substantiation abetting an understatement of tax liability.discount. Because the free admission is acknowledgment a donor needs for

Charities that fail to provide the requiredoffered in both benefit packages and the value deductibility purposes. While, in certain
disclosure statement for a quid pro quoof the tee shirts is insubstantial, K’s written circumstances, an organization may be able to
contribution of more than $75 will incur aacknowledgment need not value the free meet both requirements with the same written
penalty of $10 per contribution, not to exceedadmission benefit or the tee shirts. However, document, an organization must be careful to
$5,000 per fundraising event or mailing. Thebecause the 25% gift shop discount to K’s satisfy the section 6115 written disclosure
charity may avoid the penalty if it can show thatemployees differs from the 10% discount statement requirement in a timely manner
the failure was due to reasonable causeoffered in the basic membership benefits because of the penalties involved.
(section 6714).package, K’s written acknowledgment must Quid pro quo contribution.  A ‘‘quid prodescribe the 25% discount, but need not

quo contribution’’ is a payment that is givenestimate its value.
both as a contribution and as a payment for M. Public Inspection ofDefinitions. goods or services provided by the donee Returns, etc.Substantiation. It is the responsibility of organization.

the donor: Example. A donor gives a charity $100 in Through the IRS• To value a donation, and consideration for a concert ticket valued at $40 Use Form 4506-A to request:• To obtain an organization’s written (a quid pro quo contribution). In this example,
acknowledgment substantiating the donation. • A copy of an exempt or political$60 would be deductible. Because the donor’s

There is no prescribed format for the organization’s return, report, notice, orpayment exceeds $75, the organization must
organization’s written acknowledgment of a exemption application;furnish a disclosure statement even though the
donation. Letters, postcards, or • An inspection of a return, report, notice, ortaxpayer’s deductible amount does not exceed
computer-generated forms may be acceptable. exemption application at an IRS office.$75. Separate payments of $75 or less made
The acknowledgment must, however, provide at different times of the year for separate  The IRS can provide copies of exemptsufficient information to substantiate the fundraising events will not be aggregated for organization returns on a compact diskamount of the deductible contribution. purposes of the $75 threshold. (CD-ROM). Requesters can order the complete

The organization may either provide: Good faith estimate.  An organization set (all Forms 990 and 990-EZ or all Forms
• Separate statements for each contribution of may use any reasonable method in making a 990-PF filed for a year) or a partial set by state
$250 or more, or good faith estimate of the value of goods or or by month. For more information on the cost
• Furnish periodic statements substantiating services provided by an organization in and how to order CD-ROMs, call the TEGE
contributions of $250 or more. consideration for a taxpayer’s payment to that Customer Account Services toll-free number

Separate contributions of less than $250 organization. A good faith estimate of the value (1-877-829-5500) or write to the IRS in
are not subject to the requirements of section of goods or services that are not generally Cincinnati, OH at the address in General
170(f)(8), regardless of whether the sum of the available in a commercial transaction may be Instruction A.
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The IRS may not disclose portions of an • Any letter or other document issued by the request for inspection (normally not more than
exemption application relating to any trade IRS concerning the application. 2 weeks) and at a reasonable time of day.
secrets, etc. See the instructions for Schedule • May mail, within 2 weeks of receiving the“Application for tax exemption” does not
B (Form 990, 990-EZ, or 990-PF) that discuss request, a copy of its application for taxinclude:
the disclosure of that schedule. exemption and annual information returns to• Any application for tax exemption filed

the requester instead of allowing an inspection.before July 15, 1987, unless the organizationYou can only request Forms 990 or 990-EZ • May charge the requester for copying andfiling the application had a copy of thefor section 527 organizations for tax years
actual postage costs only if the requesterapplication on July 15, 1987;beginning after June 30, 2000.
consents to the charge.• In the case of a tax-exempt organizationYou may inspect a return, report, notice, or

other than a private foundation, the name and An organization that has a permanentexemption application at an IRS office free of
address of any contributor to the organization; office, but has no office hours, or very limitedcharge. You may also obtain a copy of these
or hours during certain times of the year, mustitems through the organization as discussed in • Any material that is not available for public make its documents available during thosethe following section.
inspection under section 6104. periods when office hours are limited, or notThrough the organization available, as though it were an organizationAnnual information return includes:

without a permanent office.• An exact copy of the Form 990, or FormPublic inspection and distribution of
990-EZ filed by a tax-exempt organization asreturns and reports for a political
required by section 6033.organization. Section 527 political Special rules relating to copies.• Any amended return the organization filesorganizations required to file Form 990, or

Time and place for providing copies inwith the IRS after the date the original return isForm 990-EZ, must, in general, make their
response to requests made in-person. Afiled.Form 8871, 8872, 990, or 990-EZ available for
tax-exempt organization must:public inspection in the same manner as The copy must include all information • Provide copies of required documents underannual information returns of section 501(c) furnished to the IRS on Form 990, or Form
section 6104(d) in response to a request madeorganizations and 4947(a)(1) nonexempt 990-EZ, as well as all schedules, attachments
in person at its principal, regional and districtcharitable trusts are made available. See the and supporting documents, except for the
offices during regular business hours.public inspection rules for “tax-exempt name and address of any contributor to the • Provide such copies to a requester on theorganizations” below. Generally, Form 8871 organization. See the instructions for Schedule
day the request is made, except for unusualand Form 8872 are available for inspection and B (Form 990, 990-EZ, or 990-PF).
circumstances (see below).printing from the Internet. The website address Annual returns more than 3 years old.

for both of these forms is http://eforms.irs.gov. Unusual circumstances.  In the case ofAn annual information return does not include
an in-person request, where unusualNote that a section 527 political any return after the expiration of 3 years from
circumstances exist so that fulfilling the requestorganization (and an organization filing Form the date the return is required to be filed
on the same business day causes an990-PF) must disclose their Schedule B (Form (including any extension of time that has been
unreasonable burden to the tax-exempt990, 990-EZ, or 990-PF), Schedule of granted for filing such return) or is actually
organization, the organization must provide theContributors. See the instructions for filed, whichever is later.
copies no later than the next business daySchedule B. If an organization files an amended return, following the day that the unusualThe penalties discussed in General however, the amended return must be made circumstances cease to exist, or the 5thInstruction K also apply to section 527 political available for a period of 3 years beginning on business day after the date of the request,organizations (Rev. Rul. 2000-49, 2000-44 the date it is filed with the IRS. whichever occurs first.I.R.B. 430). Local or subordinate organizations. For

Unusual circumstances include:Public inspection and distribution of rules relating to annual information returns of • Requests received that exceed theapplications for tax exemption and annual local or subordinate organizations, see
organization’s daily capacity to make copies;information returns of tax-exempt Regulations section 301.6104(d)-1(f)(2). • Requests received shortly before the end oforganizations. Under Regulations sections Regional or district offices. A regional or regular business hours that require an301.6104(d)-1 through 301.6104(d)-3, a district office is any office of a tax-exempt extensive amount of copying; ortax-exempt organization must: organization, other than its principal office, that • Requests received on a day when the• Make its application for recognition of has paid employees, whether part-time or organization’s managerial staff capable ofexemption and its annual information returns full-time, whose aggregate number of paid fulfilling the request is conducting specialavailable for public inspection without charge at hours a week are normally at least 120. duties, such as student registration orits principal, regional and district offices during

A site is not considered a regional or district attending an off-site meeting or convention,regular business hours.
office, however, if— rather than its regular administrative duties.• Make each annual information return

The only services provided at the siteavailable for a period of 3 years beginning on Agents for providing copies.  For rules
further exempt purposes (such as day care,the date the return is required to be filed relating to use of agents to provide copies, see
health care or scientific or medical research);(determined with regard to any extension of Regulations sections 301.6104(d)-1(d)(1)
andtime for filing) or is actually filed, whichever is and (2).

later. The site does not serve as an office for Request for copies in writing. A• Provide a copy without charge, other than a management staff, other than managers who tax-exempt organization must honor a writtenreasonable fee for reproduction and actual are involved solely in managing the exempt request for a copy of documents (or thepostage costs, of all or any part of any function activities at the site. requested part) required under section 6104(d)application or return required to be made
if the request:available for public inspection to any individual Special rules relating to public inspection.

1. Is addressed to, and delivered by mail,who makes a request for such copy in person Permissible conditions on public electronic mail, facsimile, or a private deliveryor in writing (except as provided in Regulations inspection.  A tax-exempt organization— service, as defined in section 7502(f), to asections 301.6104(d)-2 and -3). • May have an employee present in the room principal, regional, or district office of theDefinitions — during an inspection. organization; and
Tax-exempt organization is any • Must allow the individual conducting the 2. Sets forth the address to which the copy

organization that is described in section 501(c) inspection to take notes freely during the of the documents should be sent.
or (d) and is exempt from taxation under inspection.
section 501(a). The term tax-exempt • Must allow the individual to photocopy the Time and manner of fulfilling written
organization also includes any section document at no charge, if the individual requests.
4947(a)(1) nonexempt charitable trust or provides photocopying equipment at the place
nonexempt private foundation that is subject to of inspection. IF the organization THEN the organization
the reporting requirements of section 6033. Organizations that do not maintain

Application for tax exemption includes permanent offices.  A tax-exempt Receives a written Must mail the copy of
(except as described later): organization with no permanent office— request for a copy, the requested• Any prescribed application form (such as • Must make its application for tax exemption documents (or the
Form 1023 or Form 1024), and its annual information returns available for requested parts) within• All documents and statements the IRS inspection at a reasonable location of its 30 days from the date it
requires an applicant to file with the form, choice. receives the request.• Any statement or other supporting document • Must permit public inspection within a
submitted in support of the application, and reasonable amount of time after receiving a
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prepayment and a requester does not enclose If the local or subordinate organizationMails the copy of the Is deemed to have payment with a request, an organization must receives a written request for a copy of itsrequested document, provided the copy on the receive consent from a requester before annual information return, it must fulfill thepostmark date or private providing copies for which the fee charged for request by providing a copy of the group returndelivery mark (if sent by copying and postage exceeds $20. in the time and manner specified in thecertified or registered paragraph above, Request for copies in writing.Documents to be provided by regionalmail, the date of
and district offices.  Except as otherwise The requester has the option of requestingregistration or the date
provided, a regional or district office of a from the central or parent organization, at itsof the postmark on the
tax-exempt organization must satisfy the same principal office, inspection or copies of groupsender’s receipt).
rules as the principal office with respect to returns filed by the central or parent
allowing public inspection and providing copies organization. The central or parentRequires payment in Is required to provide of its application for tax exemption and annual organization must fulfill such requests in theadvance, the copies within 30 information returns. time and manner specified in the paragraphs,days from the date it

Special rules relating to public inspection andA regional or district office is not required,receives payment.
Special rules relating to copies above.however, to make its annual information return

available for inspection or to provide copies Failure to comply. If an organization failsReceives a request or Is deemed to have
until 30 days after the date the return is to comply with the requirements specified inpayment by mail, received it 7 days after
required to be filed (including any extension of this paragraph, the penalty provisions ofthe date of the
time that is granted for filing such return) or is sections 6652(c)(1)(C), 6652(c)(1)(D), andpostmark, absent
actually filed, whichever is later. 6685 apply.evidence to the contrary.

Documents to be provided by local and Making applications and returns widely
subordinate organizations. available. A tax-exempt organization is notReceives a request Is deemed to have
Applications for tax exemption. Except as required to comply with a request for a copy oftransmitted by electronic received it the day the
otherwise provided, a tax-exempt organization its application for tax exemption or an annualmail or facsimile, request is transmitted
that did not file its own application for tax information return if the organization has madesuccessfully.
exemption (because it is a local or subordinate the requested document widely available (see
organization covered by a group exemption below).Receives a written Must notify the letter) must, upon request, make available for An organization that makes its applicationrequest without payment requester of the public inspection, or provide copies of, the for tax exemption and/or annual informationor with an insufficient prepayment policy and application submitted to the IRS by the central return widely available must neverthelesspayment, when payment the amount due within 7 or parent organization to obtain the group make the document available for publicin advance is required, days from the date of exemption letter and those documents which inspection as required under Regulationsthe request’s receipt. were submitted by the central or parent section 301.6104(d)-1(a).organization to include the local or subordinate

Receives consent from May provide a copy of A tax-exempt organization makes itsorganization in the group exemption letter.
an individual making a the requested document application for tax exemption and/or an annualHowever, if the central or parent
request, exclusively by electronic information return widely available if theorganization submits to the IRS a list or

mail (the material is organization complies with the Internet postingdirectory of local or subordinate organizations
provided on the date the requirements and the notice requirementscovered by the group exemption letter, the
organization given below.local or subordinate organization is required to
successfully transmits Internet posting. A tax-exemptprovide only the application for the group
the electronic mail). organization can make its application for taxexemption ruling and the pages of the list or

exemption and/or an annual information returndirectory that specifically refer to it. The local or
widely available by posting the document on asubordinate organization must permit publicRequest for a copy of parts of a
World Wide Web page that the tax-exemptinspection, or comply with a request for copiesdocument. A tax-exempt organization must
organization establishes and maintains or bymade in person, within a reasonable amount offulfill a request for a copy of the organization’s
having the document posted, as part of atime (normally not more than 2 weeks) afterentire application for tax exemption or annual
database of similar documents of otherreceiving a request made in person for publicinformation return or any specific part or
tax-exempt organizations, on a World Wideinspection or copies and at a reasonable timeschedule of its application or return. A request
Web page established and maintained byof day. See Regulations sectionfor a copy of less than the entire application or
another entity. The document will be301.6104(d)-1(f) for further information.less than the entire return must specifically
considered widely available only if—identify the requested part or schedule. Annual information returns. A local or

(A) The World Wide Web page throughsubordinate organization that does not file itsFees for copies. A tax-exempt
which it is available clearly informs readers thatown annual information return (because it isorganization may charge a reasonable fee for
the document is available and providesaffiliated with a central or parent organizationproviding copies.
instructions for downloading it;that files a group return) must, upon request,

Before the organization provides the make available for public inspection, or provide (B) The document is posted in a formatdocuments, it may require that the individual copies of, the group returns filed by the central that, when accessed, downloaded, viewed andrequesting copies of the documents pay the or parent organization. printed in hard copy, exactly reproduces thefee. If the organization has provided an
image of the application for tax exemption orHowever, if the group return includesindividual making a request with notice of the
annual information return as it was originallyseparate schedules with respect to each localfee, and the individual does not pay the fee
filed with the IRS, except for any informationor subordinate organization included in thewithin 30 days, or if the individual pays the fee
permitted by statute to be withheld from publicgroup return, the local or subordinateby check and the check does not clear upon
disclosure; andorganization receiving the request may omitdeposit, the organization may disregard the

any schedules relating only to other (C) Any individual with access to therequest.
organizations included in the group return. Internet can access, download, view and printForm of payment—(A) Request made in the document without special computerThe local or subordinate organization mustperson. If a tax-exempt organization charges a hardware or software required for that formatpermit public inspection, or comply with afee for copying, it must accept payment by (other than software that is readily available torequest for copies made in person, within acash and money order for requests made in members of the public without payment of anyreasonable amount of time (normally not moreperson. The organization may accept other fee) and without payment of a fee to thethan 2 weeks) after receiving a request madeforms of payment, such as credit cards and tax-exempt organization or to another entityin person for public inspection or copies and atpersonal checks. maintaining the World Wide Web page.a reasonable time of day.

(B) Request made in writing. If a In a case where the requester seeks Reliability and accuracy. In order for the
tax-exempt organization charges a fee for inspection, the local or subordinate document to be widely available through an
copying and postage, it must accept payment organization may mail a copy of the applicable Internet posting, the entity maintaining the
by certified check, money order, and either documents to the requester within the same World Wide Web page must have procedures
personal check or credit card for requests time period instead of allowing an inspection. for ensuring the reliability and accuracy of the
made in writing. The organization may accept In such a case, the organization may charge document that it posts on the page and must
other forms of payment. the requester for copying and actual postage take reasonable precautions to prevent

Avoidance of unexpected fees. Where a costs only if the requester consents to the alteration, destruction or accidental loss of the
tax-exempt organization does not require charge. document when posted on its page. In the
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event that a posted document is altered, requirement will be subject to a penalty for Disqualified Person
destroyed or lost, the entity must correct or each day on which the offers or solicitations The vast majority of section 501(c)(3) or
replace the document. are made. The penalty imposed for a particular 501(c)(4) organization employees and

day is the greater of $1,000 or 50% of the totalNotice requirement. If a tax-exempt contractors will not be affected by these rules.
cost of the offers and solicitations made on thatorganization has made its application for tax Only the few influential persons within these
day that lacked the required disclosure (sectionexemption and/or an annual information return organizations are covered by these rules when
6711).widely available, it must notify any individual they receive benefits, such as compensation,

requesting a copy where the documents are fringe benefits, or contract payments. The IRS
available (including the address on the World calls this class of covered individualsO. Disclosures Regarding CertainWide Web, if applicable). If the request is made ‘‘disqualified persons.’’ A disqualified person,

Transactions and Relationshipsin person, the organization must provide such regarding any transaction, is any person who
notice to the individual immediately. If the was in a position to exercise substantialIn their annual returns on Schedule A (Form
request is made in writing, the notice must be influence over the affairs of the applicable990 or 990-EZ), section 501(c)(3)
provided within 7 days of receiving the request. tax-exempt organization at any time during aorganizations must disclose information

5-year period ending on the date of theregarding their direct or indirect transfers to,Tax-exempt organization subject to
transaction. Persons who hold certain powers,and other direct or indirect relationships with,harassment campaign. If the Director EO
responsibilities, or interests are among thoseother section 501(c) organizations (exceptExamination (or designee) determines that the
who are in a position to exercise substantialother section 501(c)(3) organizations) ororganization is being harassed, a tax-exempt
influence over the affairs of the organization.section 527 political organizations (sectionorganization is not required to comply with any
This would include, for example, voting6033(b)(9)). This provision helps prevent therequest for copies that it reasonably believes is
members of the governing body, and personsdiversion or expenditure of a section 501(c)(3)part of a harassment campaign.
holding the power of:organization’s funds for purposes not intendedWhether a group of requests constitutes a • Presidents, chief executive officers, or chiefby section 501(c)(3). All section 501(c)(3)harassment campaign depends on the relevant operating officers.organizations must maintain records regardingfacts and circumstances such as: • Treasurers and chief financial officers.all such transfers, transactions, and

A sudden increase in requests; an relationships. See also General Instruction K A disqualified person also includes certainextraordinary number of requests by form regarding penalties. family members of a disqualified person, andletters or similarly worded correspondence;
35% controlled entities of a disqualified person.hostile requests; evidence showing bad faith or

deterrence of the organization’s exempt Who is not a disqualified person? The rulesP. Intermediate Sanction
purpose; prior provision of the requested also clarify which persons are not consideredRegulations—Excess Benefitdocuments to the purported harassing group; to be in a position to exercise substantialTransactionsand a demonstration that the organization influence over the affairs of an organization.
routinely provides copies of its documents Final Regulations that interpret the benefit They include:
upon request. limitation provisions of section 4958 were • An employee who receives benefits that total

issued in January of 2002. These rules are less than the ‘‘highly compensated’’ amountA tax-exempt organization may disregard
important to the exempt organization ($90,000 in 2004) and who does not hold theany request for copies of all or part of any
community as a whole, and for ensuring executive or voting powers just mentioned; isdocument beyond the first two received within
compliance in this area. The new rules provide not a family member of a disqualified person;any 30-day period or the first four received
a roadmap by which an organization may steer and is not a substantial contributor;within any 1-year period from the same
clear of situations that may give rise to • Tax-exempt organizations described inindividual or the same address, regardless of
inurement. section 501(c)(3); andwhether the Director EO Examination (or

• Section 501(c)(4) organizations with respectdesignee) has determined that the organization Under section 4958, any disqualified person to transactions engaged in with other sectionis subject to a harassment campaign. who benefits from an excess benefit 501(c)(4) organizations.transaction with an applicable tax-exemptA tax-exempt organization may apply for a
organization is liable for a 25% tax on the Who else may be considered a disqualifieddetermination that it is the subject of a
excess benefit. The disqualified person is also person? Other persons not described aboveharassment campaign and that compliance
liable for a 200% tax on the excess benefit if can also be considered disqualified persons,with requests that are part of the campaign
the excess benefit is not corrected by a certain depending on all the relevant facts andwould not be in the public interest by
date. Also, organization managers who circumstances.submitting a signed application to the Director
participate in an excess benefit transactionEO Examination (or designee) for the area Facts and circumstances tending toknowingly, willfully, and without reasonablewhere the organization’s principal office is show substantial influence:cause are liable for a 10% tax on the excesslocated. • The person founded the organization.benefit, not to exceed $10,000 for allIn addition, the organization may suspend • The person is a substantial contributor to theparticipating managers on each transaction.compliance with any request it reasonably organization under the section 507(d)(2)(A)

believes to be part of the harassment definition, only taking into account contributionsApplicable Tax-Exempt Organization
campaign until it receives a response to its to the organization for the past 5 years.These rules only apply to certain ‘‘applicable’’application for a harassment campaign • The person’s compensation is primarilysection 501(c)(3) and 501(c)(4) organizations.determination. However, if the Director EO based on revenues derived from activities ofAn applicable tax-exempt organization is aExamination (or designee) determines that the the organization that the person controls.section 501(c)(3) or a section 501(c)(4)organization did not have a reasonable basis • The person has or shares authority to controlorganization that is tax-exempt under sectionfor requesting a determination that it was or determine a substantial portion of the501(a), or was such an organization at anysubject to a harassment campaign or organization’s capital expenditures, operatingtime during a 5-year period ending on the dayreasonable belief that a request was part of the budget, or compensation for employees.of the excess benefit transaction.campaign, the officer, director, trustee, • The person manages a discrete segment or
employee, or other responsible individual of the An applicable tax-exempt organization does activity of the organization that represents a
organization remains liable for any penalties for not include: substantial portion of the activities, assets,
not providing the copies in a timely fashion. • A private foundation as defined in section income, or expenses of the organization, as
See Regulations section 301.6104(d)-3. 509(a). compared to the organization as a whole.

• A governmental entity that is exempt from • The person owns a controlling interest
(or not subject to) taxation without regard to (measured by either vote or value) in aN. Disclosures Regarding Certain section 501(a) or relieved from filing an annual corporation, partnership, or trust that is a

Information and Services return under Regulations section disqualified person.
1.6033-2(g)(6). • The person is a nonstock organizationFurnished • Certain foreign organizations. controlled directly or indirectly by one or moreA section 501(c) organization that offers to sell disqualified persons.or solicits money for specific information or a An organization is not treated as a section

routine service for any individual that could be 501(c)(3) or 501(c)(4) organization for any Facts and circumstances tending to
obtained by such individual from a federal period covered by a final determination that the show no substantial influence:
government agency free or for a nominal organization was not tax-exempt under section • The person is an independent contractor
charge must disclose that fact conspicuously 501(a), but only if the determination was not whose sole relationship to the organization is
when making such offer or solicitation. Any based on private inurement or one or more providing professional advice (without having
organization that intentionally disregards this excess benefit transactions. decision-making authority) with respect to
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transactions from which the independent Section 4958 applies only to person’s gross income for income tax
contractor will not economically benefit. post-September 1995 transactions. Section purposes, the applicable tax-exempt
• The person has taken a vow of poverty. 4958 applies to excess benefit transactions organization is not required to indicate its intent
• Any preferential treatment the person occurring on or after September 14, 1995. to provide an economic benefit as
receives based on the size of the person’s Section 4958 does not apply to any transaction compensation for services. (For example:
donation is also offered to others making occurring pursuant to a written contract that employer provided health benefits, and
comparable widely solicited donations. was binding on September 13, 1995, and at all contributions to qualified plans under section
• The direct supervisor of the person is not a times thereafter before the transaction occurs. 401(a).)
disqualified person. What is reasonable compensation? What benefits are disregarded? The• The person does not participate in any Reasonable compensation is the valuation following economic benefits are disregarded formanagement decisions affecting the standard that is used to determine if there is an purposes of section 4958:organization as a whole or a discrete segment excess benefit in the exchange of a disqualified • Nontaxable fringe benefits: An economicof the organization that represents a person’s services for compensation. benefit that is excluded from income undersubstantial portion of the activities, assets, section 132.Reasonable compensation is the value thatincome, or expenses of the organization, as • Benefits to volunteer: An economic benefitwould ordinarily be paid for like services by likecompared to the organization as a whole. provided to a volunteer for the organization ifenterprises under like circumstances. This is

the benefit is provided to the general public inWhat about persons who staff affiliated the section 162 standard that will apply in
exchange for a membership fee or contributionorganizations? In the case of multiple determining the reasonableness of
of $75 or less per year.affiliated organizations, the determination of compensation. The fact that a bonus or
• Benefits to members or donors: Anwhether a person has substantial influence is revenue-sharing arrangement is subject to a
economic benefit provided to a member of anmade separately for each applicable cap is a relevant factor in determining the
organization due to the payment of atax-exempt organization. A person may be a reasonableness of compensation.
membership fee, or to a donor as a result of adisqualified person with respect to transactions For determining the reasonableness of deductible contribution, if a significant numberwith more than one organization. compensation, all items of compensation of nondisqualified persons make similar

provided by an applicable tax-exemptExcess Benefit Transaction payments or contributions and are offered a
organization in exchange for the performance similar economic benefit.An excess benefit transaction is a transaction of services are taken into account in • Benefits to a charitable beneficiary: Anin which an economic benefit is provided by an determining the value of compensation (except economic benefit provided to a person solelyapplicable tax-exempt organization, directly or for certain economic benefits that are as a member of a charitable class that theindirectly, to or for the use of any disqualified disregarded, as discussed in What benefits are applicable tax-exempt organization intends toperson, and the value of the economic benefit disregarded? below). Items of compensation benefit as part of the accomplishment of itsprovided by the organization exceeds the value include: exempt purpose.of the consideration (including the performance • All forms of cash and noncash • Benefits to a governmental unit: A transferof services) received for providing such benefit. compensation, including salary, fees, bonuses, of an economic benefit to or for the use of a
severance payments, and deferred andTo determine whether an excess benefit governmental unit, as defined in section
noncash compensation;transaction has occurred, all consideration and 170(c)(1), if exclusively for public purposes.• The payment of liability insurance premiumsbenefits exchanged between a disqualified

Is there an exception for initial contracts?for, or the payment or reimbursement by theperson and the applicable tax-exempt
Section 4958 does not apply to any ‘‘fixedorganization of taxes or certain expensesorganization, and all entities it controls, are
payment’’ made to a person pursuant to anunder section 4958, unless excludable fromtaken into account. For purposes of
initial contract. This is a very importantincome as a de minimis fringe benefit underdetermining the value of economic benefits, the
exception, since it would potentially apply, forsection 132(a)(4). (A similar rule applies in thevalue of property, including the right to use
example, to all initial contracts with new,private foundation area.) Inclusion inproperty, is the fair market value. Fair market
previously unrelated officers and contractors.compensation for purposes of determiningvalue is the price at which property, or the right

reasonableness under section 4958 does notto use property, would change hands between An ‘‘initial contract’’ is a binding writtencontrol inclusion in income for income taxa willing buyer and a willing seller, neither contract between an applicable tax-exemptpurposes.being under any compulsion to buy, sell or organization and a person who was not a• All other compensatory benefits, whether ortransfer property or the right to use property, disqualified person immediately prior tonot included in gross income for income taxand both having reasonable knowledge of entering into the contract.purposes.relevant facts.
A ‘‘fixed payment’’ is an amount of cash or• Taxable and nontaxable fringe benefits,

An excess benefit can occur in an other property specified in the contract, orexcept fringe benefits described in section 132.
exchange of compensation and other determined by a fixed formula that is specified• Foregone interest on loans.
compensatory benefits in return for the in the contract, which is to be paid orWritten intent required to treat benefitsservices of a disqualified person, or in an transferred in exchange for the provision ofas compensation. An economic benefit is notexchange of property between a disqualified specified services or property.treated as consideration for the performance ofperson and the exempt organization. services unless the organization providing the A ‘‘fixed formula’’ may, in general,

benefit clearly indicates its intent to treat theWhen does an excess benefit transaction incorporate an amount that depends upon
benefit as compensation when the benefit isusually occur? An excess benefit transaction future specified events or contingencies, as
paid.occurs on the date the disqualified person long as no one has discretion when calculating

receives the economic benefit from the the amount of a payment or deciding whetherAn applicable tax-exempt organization (or
organization for federal income tax purposes. to make a payment (such as a bonus).entity that it controls) is treated as clearly
However, when a single contractual indicating its intent to provide an economic Treatment as new contract. A bindingarrangement provides for a series of benefit as compensation for services only if the written contract providing that it may becompensation payments or other payments to organization provides written substantiation terminated or cancelled by the applicablea disqualified person during the disqualified that is contemporaneous with the transfer of tax-exempt organization without the otherperson’s tax year, any excess benefit the economic benefits under consideration. party’s consent (except as a result oftransaction with respect to these payments Ways to provide contemporaneous written substantial non-performance) and withoutoccurs on the last day of the taxpayer’s tax substantiation of its intent to provide an substantial penalty, is treated as a newyear. economic benefit as compensation include: contract, as of the earliest date that any• The organization produces a signed writtenIn the case of the transfer of property termination or cancellation would be effective.

employment contract;subject to a substantial risk of forfeiture, or in Also, a contract in which there is a ‘‘material• The organization reports the benefit asthe case of rights to future compensation or change,’’ which includes an extension or
compensation on an original Form W-2, Formproperty, the transaction occurs on the date the renewal of the contract (except for an
1099 or Form 990, or on an amended formproperty, or the rights to future compensation extension or renewal resulting from the
filed prior to the start of an IRS examination; oror property, is not subject to a substantial risk exercise of an option by the disqualified• The disqualified person reports the benefitof forfeiture. Where the disqualified person person), or a more than incidental change to
as income on the person’s original Form 1040elects to include an amount in gross income in the amount payable under the contract, is
or on an amended form filed prior to the start ofthe tax year of transfer under section 83(b), the treated as a new contract as of the effective
an IRS examination.excess benefit transaction occurs on the date date of the material change. Treatment as a

the disqualified person receives the economic Exception. To the extent the economic new contract may cause the contract to fall
benefit for federal income tax purposes. benefit is excluded from the disqualified outside the initial contract exception, and it
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thus would be tested under the fair market reasonableness. In some cases, an such facts, the transaction would be an excess
value standards of section 4958. organization may find it impossible or benefit transaction. Knowing does not mean

impracticable to fully implement each step of having reason to know. The organizationRebuttable Presumption of the rebuttable presumption process described manager ordinarily will not be considered
Reasonableness above. In such cases, the organization should knowing if, after full disclosure of the factual
Payments under a compensation arrangement try to implement as many steps as possible, in situation to an appropriate professional, the
are presumed to be reasonable and the whole or in part, in order to substantiate the organization manager relied on the
transfer of property (or right to use property) is reasonableness of benefits as timely and as professional’s reasoned written opinion on
presumed to be at fair market value, if the well as possible. If an organization does not matters within the professional’s expertise or if
following three conditions are met. satisfy the requirements of the rebuttable the manager relied on the fact that the

presumption of reasonableness, a facts and requirements for the rebuttable presumption of1. The transaction is approved by an
circumstances approach will be followed, using reasonableness have been satisfied.authorized body of the organization (or an
established rules for determining Participation by an organization manager isentity it controls) which is composed of
reasonableness of compensation and benefit willful if it is voluntary, conscious, andindividuals who do not have a conflict of
deductions in a manner similar to the intentional. An organization manager’sinterest concerning the transaction.
established procedures for section 162 participation is due to reasonable cause if the2. Prior to making its determination, the
business expenses. manager has exercised responsibility on behalfauthorized body obtained and relied upon

of the organization with ordinary business careappropriate data as to comparability. There is a Section 4958 Taxes and prudence.special safe harbor for small organizations. If
Tax on disqualified persons. An excise taxthe organization has gross receipts of less than Correcting an Excess Benefitequal to 25% of the excess benefit is imposed$1 million, appropriate comparability data Transactionon each excess benefit transaction between anincludes data on compensation paid by three

 A disqualified person corrects an excessapplicable tax-exempt organization and acomparable organizations in the same or
benefit transaction by undoing the excessdisqualified person. The disqualified personsimilar communities for similar services.
benefit to the extent possible, and by takingwho benefited from the transaction is liable for3. The authorized body adequately
any additional measures necessary to placethe tax. If the 25% tax is imposed and thedocuments the basis for its determination
the organization in a financial position notexcess benefit transaction is not correctedconcurrently with making that determination.
worse than that in which it would be if thewithin the taxable period, an additional exciseThe documentation should include:
disqualified person were dealing under thetax equal to 200% of the excess benefit isa. The terms of the approved transaction highest fiduciary standards. The organization isimposed.and the date approved; not required to rescind the underlyingb. The members of the authorized body If a disqualified person makes a payment of agreement; however, the parties may need towho were present during debate on the less than the full correction amount, the 200% modify an ongoing contract with respect totransaction that was approved and those who tax is imposed only on the unpaid portion of the future payments.voted on it; correction amount. If more than one

A disqualified person corrects an excessc. The comparability data obtained and disqualified person received an excess benefit
benefit by making a payment in cash or cashrelied upon by the authorized body and how from an excess benefit transaction, all such
equivalents equal to the correction amount tothe data was obtained; disqualified persons are jointly and severally
the applicable tax-exempt organization. Thed. Any actions by a member of the liable for the taxes.
correction amount equals the excess benefitauthorized body having a conflict of interest; To avoid the imposition of the 200% tax, a plus the interest on the excess benefit; theand disqualified person must correct the excess interest rate may be no lower than thee. Documentation of the basis for the benefit transaction during the taxable period. applicable Federal rate. There is an anti-abusedetermination before the later of the next The taxable period begins on the date the rule to prevent the disqualified person frommeeting of the authorized body or 60 days after transaction occurs and ends on the earlier of effectively transferring property other than cashthe final actions of the authorized body are the date the statutory notice of deficiency is or cash equivalents.taken, and approval of records as reasonable, issued or the section 4958 taxes are assessed.

accurate and complete within a reasonable Property.  With the agreement of theThis 200% tax may be abated if the excess
time thereafter. applicable tax-exempt organization, abenefit transaction subsequently is corrected

disqualified person may make a payment byduring a 90-day correction period.Special rebuttable presumption rule for returning the specific property previously
Tax on organization managers. An excisenonfixed payments. As a general rule, in the transferred in the excess benefit transaction.
tax equal to 10% of the excess benefit may becase of a nonfixed payment, no rebuttable The return of the property is considered a
imposed on the participation of an organizationpresumption arises until the exact amount of payment of cash (or cash equivalent) equal to
manager in an excess benefit transactionthe payment is determined, or a fixed formula the lesser of:
between an applicable tax-exempt organizationfor calculating the payment is specified, and • The fair market value of the property on the
and a disqualified person. This tax, which maythe three requirements creating the date the property is returned to the
not exceed $10,000 with respect to any singlepresumption have been satisfied. However, if organization, or
transaction, is only imposed if the 25% tax isthe authorized body approves an employment • The fair market value of the property on the
imposed on the disqualified person, thecontract with a disqualified person that includes date the excess benefit transaction occurred.
organization manager knowingly participated ina nonfixed payment (e.g., discretionary bonus)

Insufficient payment.  If the paymentthe transaction, and the manager’swith a specified cap on the amount, the
resulting from the return of the property is lessparticipation was willful and not due toauthorized body may establish a rebuttable
than the correction amount, the disqualifiedreasonable cause. There is also joint andpresumption as to the nonfixed payment when
person must make an additional cash paymentseveral liability for this tax. An organizationthe employment contract is entered into by, in
to the organization equal to the difference.manager may be liable for both the tax oneffect, assuming that the maximum amount

disqualified persons and on organization Excess payment.  If the payment resultingpayable under the contract will be paid, and
managers in appropriate circumstances. from the return of the property exceeds thesatisfying the requirements giving rise to the

correction amount described above, therebuttable presumption for that maximum An organization manager is any officer,
organization may make a cash payment to theamount. director, or trustee of an applicable tax-exempt
disqualified person equal to the difference.organization, or any individual having powersAn IRS challenge to the presumption of

or responsibilities similar to officers, directors,reasonableness. The Internal Revenue Churches and Section 4958
or trustees of the organization, regardless ofService may refute the presumption of  The regulations make it clear that the IRS willtitle. An organization manager is notreasonableness only if it develops sufficient apply the procedures of section 7611 whenconsidered to have participated in an excesscontrary evidence to rebut the probative value initiating and conducting any inquiry orbenefit transaction where the manager hasof the comparability data relied upon by the examination into whether an excess benefitopposed the transaction in a mannerauthorized body. This provision gives transaction has occurred between a churchconsistent with the fulfillment of the manager’staxpayers added protection if they faithfully find and a disqualified person.responsibilities to the organization. Forand use contemporaneous persuasive
example, a director who votes against givingcomparability data when they provide the Revenue Sharing Transactions
an excess benefit would ordinarily not bebenefits. Proposed intermediate sanction regulations
subject to this tax.Organizations that do not establish a were issued in 1998. The proposed regulations

presumption of reasonableness. An A person participates in a transaction had special provisions covering ‘‘any
organization may still comply with section 4958 knowingly if the person has actual knowledge transaction in which the amount of any
even if it did not establish a presumption of of sufficient facts so that, based solely upon economic benefit provided to or for the use of a
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disqualified person is determined in whole or in and may not be included in the group return. organized for the primary purpose of carrying
part by the revenues of one or more activities See General Instruction B for a list of on exempt function activities.
of the organization. . .’’ —so-called organizations not required to file. A political organization does not need to be
‘‘revenue-sharing transactions.’’ Rather than formally chartered or established as aEvery year, each local organization must
setting forth additional rules on corporation, trust, or association. A separateauthorize the central organization in writing to
revenue-sharing transactions, the final bank account in which political campaign fundsinclude it in the group return and must declare,
regulations reserve this section. Consequently, are deposited and disbursed only for politicalunder penalty of perjury, that the authorization
until the Service issues new regulations for this campaign expenses can qualify as a politicaland the information it submits to be included in
reserved section on revenue-sharing organization.the group return are true and complete.
transactions, these transactions will be

If the central organization prepares a groupevaluated under the general rules (i.e., the fair
return for its affiliated organizations, check themarket value standards) that apply to all V. Information Regarding Transfers
“Yes” box in item H(a), in the heading of Formcontractual arrangements between applicable Associated With Personal Benefit990, and indicate the number of organizationstax-exempt organizations and their disqualified
for which the group return is filed in item H(b). Contractspersons.

Filers of Form 990 that engaged in activitiesFor item H(c), check “Yes,” to indicate thatRevocation of Exemption and Section involving personal benefit contracts mustthe group return includes all affiliated4958 declare in Part X, Information Regardingorganizations covered by the group ruling. If
Section 4958 does not affect the substantive Transfers Associated With Personal Benefityou answer “No” to H(c), attach a list showing
standards for tax exemption under section Contracts, whether or not they:the name, address, and employer identification
501(c)(3) or section 501(c)(4), including the number (EIN) of each affiliated organization 1. Received any funds, directly or
requirements that the organization be included in the group return. If either box in indirectly, to pay premiums on a “personal
organized and operated exclusively for exempt H(a) or H(d) is checked “Yes,” enter the benefit contract.”
purposes, and that no part of its net earnings four-digit group exemption number (GEN). Do 2. Paid any premiums, directly or indirectly,
inure to the benefit of any private shareholder not confuse the four-digit GEN number to be on a personal benefit contract.
or individual. The legislative history indicates reported for item I with the nine-digit EIN
that in most instances, the imposition of this number reported in item D of the form’s Filers of Form 990-EZ must make this
intermediate sanction will be in lieu of heading. declaration in a statement attached to
revocation. IRS has indicated that the following their form.The central organization should send the CAUTION

!
four factors will be considered in determining annual information required to maintain a If premiums were paid on a personal benefitwhether to revoke an applicable tax-exempt group exemption letter to the: contract, the organization must report theseorganization’s exemption status where an Internal Revenue Service Center payments on Form 8870 and pay an exciseexcess benefit transaction has occurred: Ogden, UT 84201-0027 tax, equal to premiums paid, with Form 4720.• Whether the organization has been involved

An affiliated organization covered by ain repeated excess benefit transactions; Section 170(f)(10)(F)(iii) requires agroup ruling may file a separate return instead• The size and scope of the excess benefit charitable organization to report annually itsof being included in the group return. In suchtransaction; premium payments on a personal benefitcase, check the “Yes” box in item H(d), in the• Whether, after concluding that it has been contract with respect to a transferor and toheading of Form 990, and enter the GENparty to an excess benefit transaction, the identify the beneficiaries of those contracts. Anumber in item I.organization has implemented safeguards to transferor of funds to a charitable organization
prevent future recurrences; and Parts IV-A and IV-B of Form 990 do not receives no charitable contribution deduction if• Whether there was compliance with other have to be completed on group returns. the organization, directly or indirectly pays, or
applicable laws. has previously paid, any premium on a

personal benefit contract with respect to theS. Organizations in Foreign transferor, or there is an understanding orQ. Erroneous Backup Withholding Countries and U.S. Possessions expectation that any person will directly or
Recipients of dividend or interest payments indirectly pay any premium on a personalRefer to General Instruction B for the filinggenerally must certify their correct taxpayer benefit contract with respect to the transferorexemption for foreign organizations withidentification number to the bank or other payer (section 170(f)(10)(A)).$25,000 or less in gross receipts from U.S.on Form W-9. If the payer does not get this

sources. A “personal benefit contract,” generally, isinformation, it must withhold part of the
any life insurance, annuity, or endowmentReport amounts in U.S. dollars and statepayments as “backup withholding.” If the
contract that benefits, directly or indirectly, thewhat conversion rate you use. Combineorganization was subject to erroneous backup
transferor, a member of the transferor’s family,amounts from within and outside the Unitedwithholding because the payer did not realize it
or any other person designated by theStates and report the total for each item. Allwas an exempt organization and not subject to
transferor (other than an organizationinformation must be written in English.this withholding, it can claim credit on Form
described in section 170(c)). A charitable990-T for the amount withheld. See the
organization is an organization described inInstructions for Form 990-T. Claims for refund T. Public Interest Law Firms section 170(c).must be filed within 3 years after the date the

A public interest law firm exempt under sectionoriginal return was due; 3 years after the date Section 170(f)(10)(F)(i) imposes on a
501(c)(3) or 501(c)(4) must attach a statementthe organization filed it; or 2 years after the charitable organization an excise tax equal to
that lists the cases in litigation, or that havedate the tax was paid, whichever is later. the premiums paid by the organization on any
been litigated during the year. For each case, personal benefit contract, if the payment of
describe the matter in dispute and explain how premiums is in connection with a transfer forR. Group Return the litigation will benefit the public generally. which a deduction is not allowed under section
Also attach a report of all fees sought andIf a parent organization wants to file a group 170(f)(10)(A). For purposes of this excise tax,
recovered in each case. See Rev. Proc. 92-59,return for two or more of its subsidiaries, it section 170(f)(10)(F)(ii) provides that premium
1992-2 C.B. 411.must use Form 990. The parent organization payments made by any other person, pursuant

cannot use a Form 990-EZ for the group to an understanding or expectation described
return. in section 170(f)(10)(A), are treated as madeU. Political Organizations by the charitable organization.A central, parent, or “like” organization can

A political organization subject to section 527 isfile a group return on Form 990 for two or more For more information on the reportinga party, committee, association, fund, or otherlocal organizations that are: requirements of section 170(f)(10), see Noticeorganization (whether or not incorporated) 2000-24, 2000-17 I.R.B. 952 (2000-1 C.B. 952)1. Affiliated with the central organization at organized and operated primarily for the and Announcement 2000-82, 2000-42 I.R.B.the time its annual accounting period ends, purpose of directly or indirectly accepting 385 (2000-2 C.B. 385).2. Subject to the central organization’s contributions or making expenditures, or both,
general supervision or control, for an exempt function.

3. Exempt from tax under a group W. Requirements for a ProperlyThe exempt function of a politicalexemption letter that is still in effect, and
organization is influencing or attempting to Completed Form 990 or Form4. Have the same accounting period as the
influence the selection, nomination, election orcentral organization. 990-EZappointment of an individual to a federal, state,

If the parent organization is required to file or local public office or office in a political Public inspection. In general, all information
a return for itself, it must file a separate return organization. A political organization must be the organization reports on or with its Form
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990, or Form 990-EZ, including attachments, Recordkeeping. The organization’s records entering the required information on the
will be available for public inspection. Note, should be kept for as long as they may be appropriate line on Form 990 or Form 990-EZ.
however, the public inspection rules for the needed for the administration of any provision Assembling Form 990 or Form 990-EZ.
Schedule B (Form 990, 990-EZ, or 990-PF), a of the Internal Revenue Code. Usually, records Before filing the Form 990, or Form 990-EZ,
required attachment for organizations that file that support an item of income, deduction, or assemble the package of forms and
Form 990 or Form 990-EZ. Make sure the credit must be kept for 3 years from the date attachments in the following order:
forms and attachments are clear enough to the return is due or filed, whichever is later. • Form 990 or Form 990-EZ.
photocopy legibly. Keep records that verify the organization’s • Schedule A (Form 990 or 990-EZ). The

basis in property for as long as they areSignature. To make the return complete, an requirement to attach Schedule A (Form 990 or
needed to figure the basis of the original orofficer of the organization authorized to sign it 990-EZ) applies to all section 501(c)(3)
replacement property.must sign in the space provided. For a organizations and all section 4947(a)(1)

corporation, or association, this officer may be nonexempt charitable trusts that file Form 990The organization should also keep copies
the president, vice president, treasurer, or Form 990-EZ.of any returns it has filed. They help in
assistant treasurer, chief accounting officer, or • Schedule B (Form 990, 990-EZ, or 990-PF).preparing future returns and in making
other corporate, or association officer, such as • Attachments to Form 990 or Form 990-EZ.computations when filing an amended return.
a tax officer. A receiver, trustee, or assignee • Attachments to Schedule A (Form 990 orRounding off to whole dollars. You may
must sign any return he or she files for a 990-EZ).round off cents to whole dollars on the return
corporation or association. For a trust, the • Attachments to Schedule B (Form 990,and schedules. If you do round to whole
authorized trustee(s) must sign. 990-EZ, or 990-PF).dollars, you must round all amounts. To round,

Attachments.  Use the schedules on thedrop amounts under 50 cents and increaseGenerally, anyone who is paid to
official form unless you need more space. Ifamounts from 50 to 99 cents to the next dollar.prepare the return must sign it in the
you use attachments, they must:For example, $1.39 becomes $1 and $2.50Paid Preparer’s Use Only area.

TIP

becomes $3. 1. Show the form number and tax year;
The paid preparer must: 2. Show the organization’s name and EIN;If you have to add two or more amounts to• Sign the return in the space provided for the 3. Identify clearly the Part or line(s) tofigure the amount to enter on a line, includepreparer’s signature. which the attachments relate;cents when adding the amounts and round off• Enter the preparer’s social security number 4. Include the information required by theonly the total.(SSN), preparer tax identification number form and use the same format as the form;Completing all lines. Unless the organization(PTIN), or employer identification number 5. Follow the same Part and line sequenceis permitted to use certain DOL forms or Form(EIN), only if the Form 990, or Form 990-EZ, is as the form; and5500 as partial substitutes for Form 990, orfor a section 4947(a)(1) nonexempt charitable 6. Be on the same size paper as the form.Form 990-EZ (see General Instruction F), dotrust that is not filing Form 1041.

not leave any applicable lines blank or attach• Complete the required preparer information.
any other forms or schedules instead of• Give a copy of the return to the organization.

Leave the paid preparer’s space blank if the
return was prepared by a regular employee of
the filing organization.
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� Checklist for a properly completed return.

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

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

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

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

Have an officer of the organization sign the return.

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

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

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

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

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

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

Do not check the Final Return box in the heading of the Form 990 or 990-EZ unless your organization has ceased
operations.
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• A disregarded entity, as described inA trust Amendment to the trust Regulations sections 301.7701-1 throughagreement signed by the 301.7701-3, however, may use the EIN of thetrustee.Specific Instructions for organization in Part IX if the disregarded entity
does not have its own EIN. See GeneralForm 990 An association Amendment to the articles of Instruction A and the instructions for Part IX.

association, constitution, bylaws,See also the General Instructions that apply to
Item E—Telephone numberor other organizing document,both Form 990 and Form 990-EZ.

with the signatures of at least Enter a telephone number of the organization
Contents Page two officers/members. that members of the public and government

regulators may use during normal businessCompleting the Heading of Form 990 . . . . . 17
hours to obtain information about theFinal return and amended return.Part I—Revenue, Expenses, and Changes in organization’s finances and activities. If theOrganizations should file final returns whenNet Assets . . . . . . . . . . . . . . . . . . . . . . 18 organization does not have a telephonethey cease to be section 501(a) organizations
number, enter the telephone number of anPart II—Statement of Functional Expenses 22 or section 527 organizations; for example,
organization official who can provide suchwhen they cease operations and dissolve. SeePart III—Statement of Program Service information.the instructions for line 79 that discussAccomplishments . . . . . . . . . . . . . . . . . . 25

liquidations, dissolutions, terminations, or Item F—Accounting method
Part IV—Balance Sheets . . . . . . . . . . . . . 25 substantial contractions. An organization must indicate the method of
Parts IV-A and IV-B—Reconciliation accounting used in preparing this return. SeeIf the return is an amended return, check
Statements . . . . . . . . . . . . . . . . . . . . . . 27 General Instruction G.the box. There are amended return

requirements when filing with a state. SeePart V—List of Officers, Directors, Trustees, Item G—WebsiteGeneral Instructions E and J.and Key Employees . . . . . . . . . . . . . . . . 27 Show the organization’s website address if aApplication pending. If the organization’s website is available. Otherwise, write ‘‘N/A’’Part VI—Other Information . . . . . . . . . . . . 28 application for exemption is pending, check this (not applicable). Consider adding your emailbox and complete the return.Part VII—Analysis of Income-Producing address to your website.
Activities . . . . . . . . . . . . . . . . . . . . . . . . 33 Item C—Name and address Item H—Group return, etc.
Part VIII—Relationship of Activities to the If we mailed the organization a Form 990 See General Instruction R. Attach the requiredAccomplishment of Exempt Purposes . . . . . 34 Package with a preaddressed mailing label, list, if applicable, or you will be contacted later

please attach the label in the name andPart IX—Information Regarding Taxable for the missing information.
address space on the return. Using the labelSubsidiaries and Disregarded Entities . . . . . 34 Item I—Group exemption numberhelps us avoid errors in processing the return.

Part X—Information Regarding Transfers If any information on the label is wrong, draw a The group exemption number (GEN) is a
Associated With Personal Benefit Contracts 34 line through that part and correct it. number assigned by the IRS to the central/

parent organization of a group that has a groupExclusion Codes . . . . . . . . . . . . . . . . . . . 35 If the organization operates under a name
ruling.different from its legal name, give the legal

name of the organization but identify its Enter the four-digit group exemption
alternate name, after the legal name, by writing number if you checked a “Yes” box in item H(a)
‘‘aka’’ (also known as) and the alternate name and H(d). Contact the central/parentCompleting the Heading of
of the organization. However, if the organization if you are unsure of the GENForm 990 organization has changed its name, follow the assigned.

The instructions that follow are keyed to items instructions for Name change in Item B —
Item J—Type of organizationin the heading for Form 990. Checkboxes.
If the organization is exempt under sectionIf the organization receives its mail in care 501(c), check the applicable box and insert,of a third party (such as an accountant or anItem A—Accounting period within the parentheses, the number thatattorney), enter on the street address lineUse the 2004 Form 990 to report on a calendar identifies the type of section 501(c)“C/O” followed by the third party’s name andyear accounting period beginning January 1, organization the filer is. See the chart instreet address or P.O. box.2004, and ending December 31, 2004. General Instruction C. The term “section

Include the suite, room, or other unit 501(c)(3)” includes organizations exempt under
number after the street address. If the Post sections 501(e), (f), (k), and (n). Check theUse the 2004 Form 990 also to report on an
Office does not deliver mail to the street applicable box if the organization is a sectionaccounting period other than a calendar year
address and the organization has a P.O. box, 527 political organization. See General(either a fiscal year that began in 2004 or a
show the box number instead of the street Instruction U.short period (less than 12 months) that began
address.in 2004). You must show the month and day in If the organization is a section 4947(a)(1)

2004 that your fiscal year began, or the short For foreign addresses, enter information in nonexempt charitable trust, check the
period began. You must also show the day, the following order: City, province or state, and applicable box. Note also the discussion
month, and year your fiscal year, or short the name of the country. Follow the foreign regarding Schedule A (Form 990 or 990-EZ)
period, ended. See General Instruction G. country’s practice in placing the postal code in and Form 1041 in General Instruction D and

the address. Please do not abbreviate the the instructions to line 92 of Form 990.
country name.

Item B—Checkboxes Item K—Gross receipts of $25,000 or
If a change in address occurs after the lessAddress change, name change, and initial return is filed, use Form 8822 to notify the IRS

Check this box if the organization’s grossreturn. Check the appropriate box if the of the new address.
receipts are normally not more than $25,000.organization changed its address since it filed

Item D—Employer identification However, see General Instruction A, if youits previous return, or if this is the first time the
received a Form 990 Package, and note thenumberorganization is filing either a Form 990 or a
discussion on gross receipts in GeneralForm 990-EZ. The organization should have only one federal
Instruction B.employer identification number (EIN). If it has

more than one and has not been advisedIf the tax-exempt organization has changed Item L—Calculating gross receipts
which to use, notify the:its name, attach the following documents: The organization’s gross receipts are the total Internal Revenue Service Center amount it received from all sources during its Ogden, UT 84201-0027IF the THEN attach these annual accounting period, without subtractingState what numbers the organization has, theorganization is documents. . . any costs or expenses. See the gross receiptsname and address to which each number was. . . discussion in General Instruction B.assigned, and the address of its principal
office. The IRS will advise the organization Item M—Schedule B (Form 990,

A corporation Amendment to the articles of which number to use. 990-EZ, or 990-PF)
incorporation with proof of filing • A section 501(c)(9) voluntary employees’ Whether or not the organization enters anywith the state of incorporation.

beneficiary association must use its own EIN amount on line 1d of Form 990, the
and not the EIN of its sponsor. organization must either check the box in item
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M or attach Schedule B (Form 990, 990-EZ, or If a contributor gives more than $40, that
Part I—Revenue, Expenses, and990-PF). Your return will be incomplete if you person would be making a larger contribution,

do not either check the box in item M or file the difference between the book’s retail valueChanges in Net Assets or Fund
Schedule B (Form 990, 990-EZ, or 990-PF). of $16 and the amount actually given. Rev.BalancesSee the instructions for Schedule B (Form 990, Rul. 67-246, 1967-2 C.B. 104, explains this

All organizations filing Form 990 with the IRS990-EZ, or 990-PF), Schedule of Contributors, principle in detail. See also the line 9
or any state must complete Part I. Some statesfor more information. instructions and Pub. 526.
that accept Form 990 in place of their own

Report the expenses that relate directly toforms require additional information.“Contributor” includes individuals,
the sale of the book on line 9b. Report thefiduciaries, partnerships, corporations,

Line 1—In General expenses of raising contributions (shown withinassociations, trusts, and exempt
TIP

the parentheses on line 9a and again on lineorganizations.
1a) in Fundraising, column (D), Part II, and onContributions, gifts, grants, and
line 15 of Part I.similar amounts received

Guidelines for meeting the schedule of • On lines 1a through 1c, report amounts At the time of any solicitation orcontributor requirements of Schedule B received as voluntary contributions; that is, payment, organizations that are eligible
(Form 990, 990-EZ, or 990-PF) payments, or the part of any payment, for to receive tax-deductible contributionsCAUTION

!
which the payer (donor) does not receive full should advise patrons of the amount deductible
retail value (fair market value) from theSection 501(c)(3) org., meeting the 1/3 for federal tax purposes. See General
recipient (donee) organization.support test of 170(b)(1)(A) Instruction L.• Report gross amounts of contributionsIf . . .
collected in the charity’s name by fundraisers.A section 501(c)(3) organization Contributions can arise from special
• Report all expenses of raising contributionsthat met the 1/3 support test of the events when items of only nominal
in Fundraising, column (D), Part II, and on lineregulations under 509(a)(1)/ value are given or offered15 of Part I. You must show on line 30170(b)(1)(A) did not receive a If an organization offers goods or services ofprofessional fundraising fees relating to thecontribution of the greater of $5,000 only nominal value through a special event orgross amounts of contributions collected in theor 2% of the amount on line 1d of distributes free, unordered, low-cost items tocharity’s name by fundraisers.

Form 990, from any one patrons, report the entire amount received for• Report the value of noncash contributions at
contributor,* such benefits as a contribution on line 1athe time of the donation. For example, report

(direct public support). Report all relatedthe gross value of a donated car at the time theThen . . expenses in Fundraising, column (D), Part II.car was received as a donation.The organization should check the See General Instruction L for a definition of• For grants, see Grants that are equivalent tobox in item M to certify that it is not benefits that have a nominal or insubstantialcontributions, on the following page.required to attach Schedule B value.
(Form 990, 990-EZ, or 990-PF). Reporting for line 1, in accordance with

SFAS 116, is acceptable for Form 990 Section 501(c)(3) organizationsOtherwise purposes, but not required by IRS. However, Correctly dividing gross receipts from specialComplete and attach Schedule B see General Instruction E. events into revenue and contributions is(Form 990, 990-EZ, or 990-PF).
especially important for a section 501(c)(3)An organization that receives a grant to be
organization that claims public support asSection 501(c)(7), (8), or (10) organization paid in future years should, according to SFAS
described in section 509(a)(1)/170(b)(1)(A)(vi)If . . . 116, report the grant’s present value on line 1.
or section 509(a)(2). In the public supportA section 501(c)(7), (8), or (10) Accruals of present value increments to the
computations of these Code sections, theorganization did not receive any unpaid grant should also be reported on line 1
revenue portion of gross receipts may be (a)contribution or bequest for use in future years.
excluded entirely, (b) treated as public support,exclusively for religious, charitable,
or (c) if the revenue represents unrelated tradeContributions can arise from specialscientific, literary, or educational
or business income, treated as nonpublicevents when an excess payment ispurposes, or the prevention of support.received for items offeredcruelty to children or animals (and

did not receive any noncharitable Section 501(c)(3) organizations mustFundraising activities relate to soliciting and
contributions of $5,000 or more as separate gross receipts from special eventsreceiving contributions. However, special

into revenue and contributions when preparingfundraising activities such as dinners,described below under general
the Support Schedule in Part IV-A of Scheduledoor-to-door sales of merchandise, carnivals,rule),
A (Form 990 or 990-EZ).and bingo games can produce both

Then . . contributions and revenue.
The organization should check the Section 501(c)(9), (17), and (18)

If a buyer at such a “special event,” paysbox in item M to certify that it is not organizations
more for goods or services than their retailrequired to attach Schedule B These organizations provide participants withvalue, report, as a contribution, both on line 1a(Form 990, 990-EZ, or 990-PF). life, sickness, accident, welfare, andand on line 9a (within the parentheses), any

unemployment insurance, pensions, or similarOtherwise amount paid in excess of the retail value. This
benefits, or a combination of these benefits.Complete and attach Schedule B situation usually occurs when organizations
When such an organization receives paymentsseek public support through solicitation(Form 990, 990-EZ, or 990-PF).
from participants or their employers to provideprograms that are in part special events or
these benefits, report the payments on line 2All other Form 990 or Form 990-EZ activities and are in part solicitations for
as program service revenue, rather than onorganizations (general rule) contributions. The primary purpose of such
line 1 as contributions.solicitations is to receive contributions and not

The organization did not show as to sell the merchandise at its retail value even Donations of services are notthough this might produce a profit.If . . . part of line 1d of the Form 990, a contributionscontribution of $5,000 or more from Example. An organization announces that In Part I, do not include as contributions on lineany one contributor,* anyone who contributes at least $40 to the 1 the value of services donated to the
organization can choose to receive a bookThen . . organization, or items such as the free use of
worth $16 retail value. A person who givesThe organization should check the materials, equipment, or facilities. See the
$40, and who chooses the book, is reallybox in item M to certify that it is not instructions for Part III and for Part VI, line 82,
purchasing the book for $16 and also making a for the optional reporting of such amounts inrequired to attach Schedule B
contribution of $24. The contribution of $24, Parts III and VI.(Form 990, 990-EZ, or 990-PF).
which is the difference between the buyer’s
payment and the $16 retail value of the book, Any unreimbursed expenses of officers,Otherwise
would be reported on line 1a and again on line employees, or volunteers do not belong on theComplete and attach Schedule B
9a (within the parentheses). The revenue Form 990 or Form 990-EZ. See the instructions(Form 990, 990-EZ, or 990-PF).
received ($16 retail value of the book) would for charitable contributions and employee* Total a contributor’s gifts of $1,000 or more to
be reported in the right-hand column on line business expenses in Pub. 526 and Pub. 463,determine if a contributor gave $5,000 or more. Do

not include smaller gifts. 9a. respectively.
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Membership dues. Report on line 1a the governmental unit itself would be indirectGrants that are equivalent to
membership dues and assessments that and insubstantial as compared to the publiccontributions
represent contributions from the public rather benefit.Grants that encourage an organization
than payments for benefits received orreceiving the grant to carry on programs or
payments from affiliated organizations. See the Line 1d—Total contributions, etc.activities that further its exempt purposes are
instructions for line 3. Enter the total of amounts reported on lines 1agrants that are equivalent to contributions.
Government contributions (grants). Report through 1c. In the entry spaces in theReport them on line 1. The grantor may require
government grants on line 1c if they represent description column for line 1d, enter thethat the programs of the grant recipient
contributions, or on line 2 (and on line 93(g) of separate totals for cash and noncash(grantee) conform to the grantor’s own policies
Part VII), if they represent fees for services. contributions, gifts, grants, and similar amountsand may specify the use of the grant, such as
See the instructions under the heading, Grants received. The total of the two amounts mustuse for the restoration of a historic building or a
that are equivalent to contributions, above and equal the total on line 1d.voter registration drive.
the instructions for line 1c below.

Report as cash contributions, etc., onlyA grant is still equivalent to a contribution if Commercial co-venture. Report amounts contributions, etc., received in the form of cash,the grant recipient provides a service or makes contributed by a commercial co-venture on line checks, money orders, credit card charges,a product that benefits the grantor incidentally. 1a as a contribution received directly from the wire transfers, and other transfers and depositsSee examples in the line 1c instructions. public. These are amounts received by an to a cash account of the organization. If yourHowever, a grant is a payment for services, organization (donee) for allowing an outside organization records pledges as contributions,and not a contribution, if the grant requires the organization (donor) to use the donee’s name etc., at the time the pledges are made (rathergrant recipient to provide that grantor with a in a sales promotion campaign. In such a than when the pledges are collected), includespecific service, facility, or product rather than campaign, the donor advertises that it will as cash contributions, etc., only those pledgesto give a direct benefit primarily to the general contribute a certain dollar amount to the donee actually collected in cash during the year andpublic or to that part of the public served by the organization for each unit of a particular pledges uncollected at the end of the year thatorganization. In general, do not report as product or service sold or for each occurrence are reasonably expected to be paid in cash in acontributions any payments for a service, of a specific type. later year. Report all other contributions, etc.,facility, or product that primarily give some
Contributions received through special as noncash contributions, etc., in the spaceeconomic or physical benefit to the payer
events. Report contributions received through provided. Be sure to include as a noncash(grantor).
special events on line 1a. See the preceding contribution donated items like cars and

Example. A public interest organization line 1 instructions and the instructions for line clothing valued as of the time of their receipt
described in section 501(c)(4) makes a grant to 9. even if these items were made available for
another organization to conduct a nationwide sale immediately after they were received. SeeLine 1b—Indirect public supportsurvey to determine voter attitudes on issues of General Instruction L and Schedule B (FormEnter the total contributions received indirectlyinterest to the grantor. The grantor plans to use 990, 990-EZ, or 990-PF), and lines 1 and 1afrom the public through solicitation campaignsthe results of the survey to plan its own for a discussion of noncash contributions.conducted by federated fundraising agenciesprogram for the next 3 years. Under these Noncash contributions do not include donatedand similar fundraising organizations (such ascircumstances, since the survey serves the services, which may be reported on line 82 anda United Way organization and certaingrantor’s direct needs and benefits the grantor in the narrative section of Part III.sectarian federations). These organizationsmore than incidentally, the grant to the

Schedule of contributors. Attach Schedule Bnormally conduct fundraising campaigns withinorganization making the survey is not a
(Form 990, 990-EZ, or 990-PF). See Generala single metropolitan area or some part of acontribution. The grant recipient should not
Instruction L and the Specific Instructions forparticular state and allocate part of the netreport the grant as a contribution but should
Completing the Heading of Form 990, Item M.proceeds to each participating organization onreport it on line 2 as program service revenue.

the basis of the donors’ individual designations Lines 2 through 11Treat research to develop products for the and other factors.
payer’s use or benefit as directly serving the Include on line 1b amounts contributed by Do not enter any contributions on linespayer. However, generally, basic research or other organizations closely associated with the 2 through 11. Enter all contributions onstudies in the physical or social sciences reporting organization. This includes line 1. If you enter contributions on linesshould not be treated as serving the payer’s CAUTION

!
contributions received from a parent 2 through 11, you will be unable to completeneeds. organization, subordinate, or another Part VII correctly. Line 105 (the sum of
organization with the same parent. NationalSee Regulations section 1.509(a)-3(g) to amounts entered in columns (B), (D), and (E)
organizations that share in fundraisingdetermine if a grant is a contribution reportable for lines 93 through 103 of Part VII, Analysis of
campaigns conducted by their local affiliateson line 1, or a revenue item reportable Income-Producing Activities) should match the
should report the amount they receive on lineelsewhere on Form 990. total of amounts entered for correlating lines 2
1b. through 11 of Part I. See the instructions forLine 1a—Direct public support Part VII.Line 1c—Government contributions

Contributions, gifts, grants, and similar (grants) Line 2—Program service revenueamounts received. Enter the gross amounts The general line 1 instructions, under the including Medicare, Medicaidof contributions, gifts, grants, and bequests heading, Grants that are equivalent to payments and government fees andthat the organization received directly from the contributions, above apply to this item in contractspublic. Include: particular. A grant or other payment from a• All donated items. For example, a car is Enter the total of program service revenuegovernmental unit is treated as a contribution ifdonated to an organization. Immediately after (exempt function income) as reported in Partits primary purpose is to enable the donee tothe organization receives the donated car, the VII, lines 93(a) through (g), columns (B), (D),provide a service to, or maintain a facility for,organization sells the car. The organization and (E). Program services are primarily thosethe direct benefit of the public rather than toincludes the value of the car as of the time of that form the basis of an organization’sserve the direct and immediate needs of theits receipt as a contribution on line 1a and exemption from tax. For a more detailedgrantor even if the public pays part of theincludes it in the total on line 1d as a noncash description of program services, refer to theexpense of providing the service or facility.contribution. instructions for Part II, column (B), Program
The following are examples of• All funds or the entire value of noncash services.

governmental grants and other payments thatitems raised by an outside fundraiser in a
Examples. A hospital would report on thisare treated as contributions:charity’s name and not just the amount actually

line all of its charges for medical servicesreceived by the charity. For example, a 1. Payments by a governmental unit for the
(whether to be paid directly by the patients orcorporation solicits and sells cars in a charity’s construction or maintenance of library or
through Medicare, Medicaid, or othername. When a car is received, its entire value hospital facilities open to the public.
third-party reimbursement), hospital parking lotis reported as a contribution. 2. Payments under government programs
fees, room charges, laboratory fees for hospital• Amounts received from individuals, trusts, to nursing homes or homes for the aged in
patients, and related charges for services.corporations, estates, and foundations, or order to provide health care or other services

raised by an outside professional fundraiser. to their residents. A section 501(c)(15) organization would
• Include contributions and grants from public 3. Payments to child placement or child report on this line all of its insurance premiums
charities and other exempt organizations that guidance organizations under government received. The amount reported here for
are neither fundraising organizations nor programs serving children in the community. insurance premiums should correlate with the
affiliates of the filing organization. The general public gets the primary and direct amounts reported on Line 93, Columns B, D
• See the instructions for line 1b. benefit from these payments and any benefit to and E.
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Program service revenue. Program service Organizations described in section related to rental property and depreciation if it
revenue includes income earned by the 501(c)(5), (6), or (7) generally provide benefits is recorded in the organization’s books and
organization for providing a government that have a reasonable relationship to dues, records. Report in column (B) of Part II
agency with a service, facility, or product that although benefits to members may be indirect. (Program services) any rental expenses
benefited that government agency directly allocable to rental income reportable asDues or assessments received that exceed
rather than benefiting the public as a whole. program service revenue on line 2.the value of available membership benefits.
See the line 1c instructions for reporting Whether or not membership benefits are used, Line 6c—Net rental income or (loss)guidelines when payments are received from a dues received by an organization, to the extent

Subtract line 6b from line 6a. Show any loss ingovernment agency for providing a service, they are more than the monetary value of the
parentheses.facility, or product for the primary benefit of the membership benefits available to the dues

general public. payer, are a contribution that should be Line 7—Other investment income
reported on line 1a. See Rev. Rul. 54-565,Program service revenue also includes: Enter the amount of investment income not
1954-2 C.B. 95 and Rev. Rul. 68-432, 1968-2tuition received by a school; revenue from reportable on lines 4 through 6 and describe
C.B. 104.admissions to a concert or other performing the type of income in the space provided or in

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

reduced-rate admissions to events theProgram-related investments. Program losses) from sale of assets other thanorganization sponsors, the use of its facilities,service revenue also includes income from inventoryand discounts on articles or services that bothprogram-related investments. These
Report, on lines 8a through 8c, all sales ofmembers and nonmembers can buy. In figuringinvestments are made primarily to accomplish
securities in column (A). Use column (B) tothe value of membership benefits, do notan exempt purpose of the investing
report sales of all other types of investmentsinclude intangible benefits, such as the right toorganization rather than to produce income.
(such as real estate, royalty interests, orattend meetings, vote or hold office in theExamples are scholarship loans and low
partnership interests) and all otherorganization, and the distinction of being ainterest loans to charitable organizations,
noninventory assets (such as program-relatedmember of the organization.indigents, or victims of a disaster.
investments and fixed assets used by the

Rental income from an exempt function is Line 4—Interest on savings and organization in its related and unrelated
another example of program-related temporary cash investments activities).
investment income. When an organization Enter the amount of interest income from On line 8a, for each column, enter the totalrents to an unaffiliated exempt organization at savings and temporary cash investments gross sales price of all such assets. Total theless than fair rental value for the purpose of reportable on line 46. So-called dividends or cost or other basis (less depreciation) andaiding that tenant’s exempt function, the earnings received from mutual savings banks, selling expenses and enter the result on linereporting organization should report such rental money market funds, etc., are actually interest 8b. On line 8c, enter the net gain or loss.income as program service revenue on line 2. and should be entered on line 4.

On lines 8a and 8c, also report capital gainsSee also the instructions for line 6a. For
Line 5—Dividends and interest from dividends, the organization’s share of capitalpurposes of this return, report all rental income

gains and losses from a partnership, andsecuritiesfrom an affiliated organization on line 2.
capital gains distributions from trusts. IndicateEnter the amount of dividend and interestUnrelated trade or business activities.
the source on the schedule described below.income from equity and debt securities (stocksUnrelated trade or business activities (not

and bonds) of the type reportable on line 54. Combine the gain and/or loss figuresincluding any special events or activities) that
Include amounts received from payments on reported on line 8c, columns (A) and (B) andgenerate fees for services may also be
securities loans, as defined in section report that total on line 8d. Do not include anyprogram service activities. A social club, for
512(a)(5). Do not include any capital gains unrealized gains or losses on securities carriedexample, should report as program service
dividends that are reportable on line 8. See the at market value in the books of account. Seerevenue the fees it charges both members and
instructions for line 2 for reporting income from the instructions for line 20.nonmembers for the use of its tennis courts
program-related investments.and golf course. For reporting sales of securities on Form

990, you may use the more convenientSales of inventory items by hospitals, Line 6a—Gross rents
average cost basis method to figure thecolleges, and universities. Books and Enter on line 6a the rental income received for
organization’s gain or loss. When a security isrecords maintained in accordance with the year from investment property reportable
sold, compare its sales price with the averagegenerally accepted accounting principles for on line 55. Do not include on line 6a rental
cost basis of the particular security tohospitals, colleges, and universities are more income related to the reporting organization’s
determine gain or loss. However, generally, forspecialized than books and records maintained exempt function (program service). Report
reporting sales of securities on Form 990-T, doaccording to those accounting principles for such income on line 2. For example, an
not use the average cost basis to determineother types of organizations that file Form 990. exempt organization whose exempt purpose is
gain or loss.Accordingly, hospitals, colleges, and to provide low-rental housing to persons with

universities may report, as program service Nonpublicly traded securities andlow income would report that rental income as
revenue on line 2, sales of inventory items noninventory items. Attach a scheduleprogram service revenue on line 2. Rental
otherwise reportable on line 10a. In that event, showing the sale or exchange of nonpubliclyincome received from an unaffiliated exempt
show the applicable cost of goods sold as traded securities and the sale or exchange oforganization is generally considered as
program service expense on line 13 of Part I other assets that are not inventory items. Theunrelated to the reporting organization’s
and in column (B) of Part II. All other schedule should show security transactionsexempt purpose and reportable on line 6a.
organizations, however, should not report sales separately from the sale of other assets. ShowHowever, note an exception given in the
of inventory items on line 2. for each of these assets:instructions for line 2 when the reporting

• Date acquired and how acquired,organization aids an unaffiliated organizationLine 3—Membership dues and • Date sold and to whom sold,with its exempt function.assessments • Gross sales price,Only for purposes of completing this return,Enter members’ and affiliates’ dues and • Cost, other basis, or if donated, value at timethe reporting organization must report anyassessments that are not contributions. acquired (state which),rental income received from an affiliated • Expense of sale and cost of improvementsDues and assessments received that exempt organization as program service made after acquisition, andcompare reasonably with available benefits. revenue on line 2. • If depreciable property, depreciation sinceWhen dues and assessments are received that
Line 6b—Rental expenses acquisition.compare reasonably with membership benefits

received, report such dues and assessments Enter the expenses paid or incurred for the Publicly traded securities. On the attached
on line 3. income reported on line 6a. Include interest schedule, for sales of publicly traded securities
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through a broker, total the gross sales price, II, column (D), relate to contributions raised An example of this schedule of special
the cost or other basis, and the expenses of through fundraising. events might appear in columnar form as
sale on all such securities sold, and report follows:Example. At a special event, an
lump-sum figures in place of the detailed organization received $100 in gross receipts Special Events (and the
reporting required by the above paragraph. number of occasions that (A) (B) (C) Allfor goods valued at $40. The organization
Publicly traded securities include common and the event occurred): # # # Other Totalentered gross revenue of $40 on line 9a (in the
preferred stocks, bonds (including right-hand column) and entered a contribution
governmental obligations), and mutual fund of $60 on both line 1a and line 9a (within the Gross Receipts $xx $xx $xx $xx $xx
shares that are listed and regularly traded in an parentheses). The contribution of $60 was the Less: Contributions xx xx xx xx xxover-the-counter market or on an established difference between the gross revenue of $40

Gross Revenue xx xx xx xx xxexchange and for which market quotations are and the gross receipts of $100.
published or otherwise readily available. Less: Direct Expenses xx xx xx xx xxThe expenses directly relating to the sale of

the goods would be reported on line 9b. Net Income or (loss) $xx $xx $xx $xx $xxLines 9a through 9c—Special events
However, all expenses of raising contributionsand activities
would be reported in column (D), Fundraising, If you use the above schedule, report theOn the appropriate line, enter the gross Part II and not on line 9b. total for Contributions on line 1a of Form 990revenue, expenses, and net income (or loss)

and on line 9a (within the parentheses). ReportFor more details about contributionsfrom all special events and activities, such as
the totals for Gross Revenue, in the right-handreceived through fundraising, and contributionsdinners, dances, carnivals, raffles, bingo
column, on line 9a; Direct Expenses on line 9b;and revenue received through special events,games, other gaming activities, and
and Net Income or (loss) on line 9c.see the line 1 instructions. See also Generaldoor-to-door sales of merchandise.

Instruction L and its references.
These activities only incidentally Lines 10a through 10c—Gross profitSales or gifts of goods or services of only

accomplish an exempt purpose. Their sole or or (loss) from sales of inventorynominal value. If the goods or services given
primary purpose is to raise funds that are other or offered at special events have only nominal Enter the gross sales (less returns andthan contributions to finance the organization’s value, include all of the receipts as allowances), cost of goods sold, and grossexempt activities. This is done by offering contributions on line 1a and all of the related profit or (loss) from the sale of inventory items.goods or services that have more than a expenses as fundraising expenses on line 15 These sales do not include items sold atnominal value (compared to the price charged) and in column (D) of Part II. See General special events that are reportable on line 9.for a payment that is more than the direct cost Instruction L for a description of nominal or Sales of inventory items reportable on line 10of those goods or services. insubstantial benefits. are sales of those items the organization

The gross revenue from gaming activities makes to sell to others or buys for resale.An activity may generate only
and other special events must be reported in Sales of investments on which the organizationcontributions. An activity that generates only
the right-hand column on line 9a without expected to profit by appreciation and sale arecontributions, such as a solicitation campaign
reduction for cash or noncash prizes, cost of not reported here. Report sales of investmentsby mail, is not a special event and should not
goods sold, compensation, fees, or other on line 8.be reported on line 9.
expenses. Check the box for gaming if the Contributions from such an activity are On line 10a, report gross sales revenueorganization conducted directly, or through a reportable on line 1, and the related fundraising from sales of inventory items, whether thepromoter, any amount of gaming during the expenses are reportable in column (D), Part II. sales activity is an exempt function of theyear.

organization or an unrelated trade or business.The proceeds of solicitation campaigns in
Gaming includes (but is not limited to): which the names of contributors and other On line 10b, report the cost of goods soldbingo, pull tabs, instant bingo, raffles, respondents are entered in a drawing for the related to the sales of such inventory. Thescratch-offs, charitable gaming tickets, awarding of prizes (so-called “sweepstakes” or usual items included in cost of goods sold arebreak-opens, hard cards, banded tickets, jar “lotteries”) are contributions, reportable on line direct and indirect labor, materials and suppliestickets, pickle cards, Lucky Seven cards, 1, and the related expenses are fundraising consumed, freight-in, and a proportion ofNevada Club tickets, casino nights, “Las expenses, reportable in column (D) of Part II. overhead expenses. Marketing and distributionVegas” nights, and coin-operated gambling However, raffles and lotteries in which a costs are not included in cost of goods sold butdevices. Coin-operated gambling devices payment of at least a specified minimum are reported in Part II, column (B), Programinclude slot machines, electronic video slot or amount is required for each entry are special services.line games, video poker, video blackjack, video events, reportable on line 9, unless the prizes

keno, video bingo, video pull tab games, etc. awarded have only nominal value. Reporting Attached schedule. In an attached schedule,
payments in their entirety as contributions give a breakdown of items sold; (e.g., sales ofCharacterizing any required payment as a
when gifts or services given are nominal in food, souvenirs, electronic equipment,“donation” or “contribution” on tickets or on
value is discussed above. uniforms, or educational publications).advertising or solicitation materials does not
Attached schedule. Attach a schedule listingaffect how such payments should be reported Line 11—Other revenuethe three largest fundraising events, ason Form 990 or Form 990-EZ. As discussed in

Enter the total amount from Part VII, linesmeasured by gross receipts. If gaming isthe instructions for line 1, the amount of the
103(a) through (e) (Other revenue), columnsconducted, treat different types of gamingcontribution is the excess of the amount paid
(B), (D), and (E). This figure represents theseparately to determine the three largestover the retail value of the goods or services
total income from all sources not covered byevents. For example, treat bingo and pull tabsreceived by the payer. See also Pub. 526.
lines 1 through 10 of Part I. Examples ofas separate fundraising events. Describe eachSpecial events may generate both revenue income includible on line 11 are interest onof these events by listing the type of event andand contributions. Special events sometimes notes receivable not held as investments or asthe number of occasions that the eventgenerate both contributions and revenue. program-related investments (defined in theoccurred and show (for each event):When a buyer pays more than the retail value line 2 instructions); interest on loans to officers,1. Gross receipts,of the goods or services furnished, enter: directors, trustees, key employees, and other2. Contributions included in gross receipts• As gross revenue, on line 9a (in the employees; and royalties that are not(see Special events may generate bothright-hand column), the retail value of the investment income or program servicerevenue and contributions, above),goods or services, revenue.3. Gross revenue (gross receipts less• As a contribution, on both line 1a and line 9a

contributions),(within the parentheses), the amount received Lines 13 through 15—Program4. Direct expenses, andthat exceeds the retail value of the goods or services, management and general,5. Net income or (loss) ( gross revenueservices given. and fundraising expensesless direct expenses).
Report on line 9b only the expenses directly Section 4947(a)(1) nonexempt charitableFor gaming, direct expenses include: cash andattributable to the goods or services the buyer trusts and section 501(c)(3) and (4)noncash prizes, compensation to bingo callersreceives from a special event. Fundraising organizations. Complete Part II and thenand workers, rental of gaming equipment, costexpenses attributable to contributions, reported enter on lines 13 through 15 the appropriateof bingo supplies such as pull tab deals, etc.on both line 1a and line 9a (within the amounts from the totals for columns (B), (C),parentheses), are reportable in Part II, column Include the same information, in total and (D) reported on line 44, Part II.(D), Fundraising. If you include an expense on figures, for all other special events held that

line 9b, do not report it again on line 10b or in were not among the three largest. Indicate the All other organizations. All other
Part II. Expenses reported on line 10b relate to type and number of the events not listed organizations are not required to complete
sales of inventory. Expenses reported in Part individually (e.g., three dances and two raffles). lines 13 through 15 of the Form 990.
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not represent membership dues reportable as For reporting to the IRS only, use theLine 16—Payments to affiliates
“Other expenses” on line 43 (see instructions organization’s normal accounting method toThis expense classification is used to report
above) may be reported either on line 16 or report total expenses in column (A) and tocertain types of payments to organizations
line 22 and explained in the required segregate them into functions under columns“affiliated with” (closely related to) a reporting
attachment. (B), (C), and (D). However, for state reportingagency.

requirements, see General Instructions E andPayments to affiliated state or national Line 17—Total expenses G. If the accounting system does not provideorganizations. Dues paid by the local charity Organizations using only column (A) of Part II for this type of segregation, a reasonableto its affiliated state or national (parent) should enter the total of line 16 and line 44 of method of allocation may be used. Theorganization are usually reported on line 16. column (A), Part II, on line 17. Other amounts reported should be accurate and theReport on this line predetermined quota organizations should enter the total of lines 13 method of allocation documented in thesupport and dues (excluding membership dues through 16. Organizations using Form 5500 or organization’s records.of the type described below) by local agencies an approved DOL form as a partial substitute Report, in the appropriate column,to their state or national organizations for for Form 990 should enter the total expense expenses that are directly attributable to aunspecified purposes; that is, general use of figure from Form 5500, or from the required particular functional category. In general,funds for the national organization’s own reconciliation schedule if Form LM-2 or LM-3 is allocate expenses that relate to more than oneprogram and support services. used. See General Instruction F. functional category. For example, allocatePurchases from affiliates. Purchases of
employees’ salaries on the basis of eachLine 18—Excess or (deficit) for thegoods or services from affiliates are not
employee’s time. For some shared expensesyearreported on line 16 but are reported as
such as occupancy, supplies, and depreciationexpenses in the usual manner. Enter the difference between lines 12 and 17. If
of office equipment, use an appropriate basisline 17 is more than line 12, enter theExpenses for providing goods or services for each kind of cost. However, you shoulddifference in parentheses.to affiliates. In addition to payments made report some other shared expenses in column

directly to affiliated organizations, expenses (C) only. The column instructions belowLine 19—Net assets or fund balances,
incurred in providing goods or services to discuss allocating expenses.beginning of yearaffiliates may be reported on line 16 if:

Enter the balance at the beginning of the year Column (A)—Total1. The goods or services provided are not
as reported in column (A) of line 73 (or fromrelated to the program services conducted by For column (A), total each line item of columnsForm 5500 or an approved DOL form ifthe organization furnishing them (e.g., when a (B), (C), and (D) in Part II. Except for expensesGeneral Instruction F applies). The balance atlocal organization incurs expenses in the you report on lines 6b, 8b, 9b, 10b, or 16 ofthe beginning of the year for line 19 was theproduction of a solicitation film for the state or Part I, you should use column (A) to report allend of the year balance for line 21 and 73 asnational organization); and expenses the organization paid or incurred.reported on the organization’s prior year return.2. The costs involved are not connected Column (B)—Program serviceswith the management and general or Line 20—Other changes in net assets

Program services are mainly those activitiesfundraising functions of the reporting or fund balances
that the reporting organization was created toorganization. For example, when a local Attach a schedule explaining any changes in conduct and which, along with any activitiesorganization gives a copy of its mailing list to net assets or fund balances between the commenced subsequently, form the basis ofthe state or national organization, the expense beginning and end of the year that are not the organization’s current exemption from tax.of preparing the copy provided may be accounted for by the amount on line 18. They may be self-funded or funded out ofreported on line 16, but not expenses of Amounts to report here include adjustments of contributions, accumulated income, investmentpreparing and maintaining the local earlier years’ activity; unrealized gains and income, or any other source. Fundraisingorganization’s master list. losses on investments carried at market value; expenses should not be reported as program

and any difference between fair market valueFederated fundraising agencies. These related expenses even though one of the
and book value of property given as an awardagencies (see the instructions for line 1b) functions of the organization is to solicit
or grant. See General Instruction G regardingshould include in their own support the full contributions for other organizations.
the reporting of a section 481(a) adjustment toamount of contributions received in connection Program services can also include theconform to SFAS 116.with a solicitation campaign they conduct, even organization’s unrelated trade or businessthough donors designate specific agencies to Line 21—Net assets or fund balances, activities. For example, publishing a magazinereceive part or all of their individual end of year is a program service even though thecontributions. These fundraising organizations magazine contains both editorials and articlesEnter the total of lines 18, 19, and 20. This totalshould report the allocations to participating that further the organization’s exempt purposefigure must equal the amount reported for theagencies as grants and allocations (line 22) and advertising, the income from which isend of the year in column (B) of line 73.and quota support payments to their state or taxable as unrelated business income.national organization as payments to affiliates

If an organization receives a grant to do(line 16). Part II—Statement of Functional research, produce an item, or perform aVoluntary awards or grants to affiliates. Do Expenses service, either to meet the grantor’s specificnot report on line 16 voluntary awards or grants
needs or to benefit the public directly, the costsIn General—made by the reporting agency to its state or
incurred represent program service expenses.national organization for specified purposes. Column (A) Do not treat these costs as fundraisingReport these awards or grants on line 22,
expenses, even if you report the grant on line 1All organizations must complete column (A)Grants and allocations.
as a contribution.unless they are using an approved DOL formMembership dues paid to other or Form 5500 as a partial substitute for Formorganizations. Report membership dues paid Column (C)—Management and general990. See General Instruction F.to obtain general membership benefits, such Use column (C) to report the organization’s

as regular services, publications, and Columns (B), (C), and (D) expenses for overall function and
materials, from other organizations as “Other management, rather than for its direct conductThese columns are optional for all
expenses” on line 43. This is the case, for of fundraising activities or program services.organizations except section 4947(a)(1)
example, if a charitable organization pays dues Overall management usually includes thenonexempt charitable trusts and section
to a trade association comprised of otherwise salaries and expenses of the chief officer of the501(c)(3) and (4) organizations. Section
unrelated members. organization and that officer’s staff. If part of4947(a)(1) nonexempt charitable trusts and
Attached schedule. Attach a schedule listing their time is spent directly supervising programsection 501(c)(3) and (4) organizations must
the name and address of each affiliate that services and fundraising activities, theircomplete columns (B), (C), and (D).
received payments reported on line 16. Specify salaries and expenses should be allocatedIn Part II, the organization’s expenses arethe amount and purpose of the payments to among those functions.designated by object classification (e.g.,each affiliate. salaries, legal fees, supplies, etc.) and Other expenses to report in column (C)

Properly distinguishing between allocated into three functions: program services include those for meetings of the board of
payments to affiliates and grants and (column (B)); management and general directors or similar group; committee and staff
allocations is especially important if you (column (C)); and fundraising (column (D)). meetings (unless held in connection with

TIP

use Form 990 for state reporting purposes. These functions are explained below in the specific program services or fundraising
See General Instruction E. If you use Form 990 instructions for the columns. Do not include in activities); general legal services; accounting
only for reporting to the IRS, payments to Part II any expense items you must report on (including patient accounting and billing);
affiliated state or national organizations that do lines 6b, 8b, 9b, 10b, or 16 in Part I. general liability insurance; office management;
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auditing, personnel, and other centralized 1. Indicate the cost center, the expenses of made. Cash grants include only grants and
services; preparation, publication, and which are being allocated, on line 43, as allocations paid by cash, checks, money
distribution of an annual report; and investment “Allocation of (specify) expenses”; orders, wire transfers, and other charges
expenses (however, report rental income 2. Enter a decrease of $5,000 on the same against funds on deposit at a financial
expenses on line 6b and program-related line in the column (A), Total, representing the institution.
income expenses in column (B)). special event expenses that were already Reporting for line 22, in accordance with

reported on line 9b in Part I; SFAS 116, is acceptable for Form 990You should report only general expenses in 3. Enter $70,000 on the same line in purposes, but not required by IRS. However,column (C). Do not use this column to report column (B), Program services; see General Instruction E.costs of special meetings or other activities that 4. Enter $10,000 on the same line in
An organization that makes a grant to berelate to fundraising or specific program column (D), Fundraising; and

paid in future years should, according to SFASservices. 5. Enter a decrease of $85,000 on the
116, report the grant’s present value on line 22.same line in column (C), Management and

Column (D)—Fundraising Accruals of present value increments to thegeneral, to represent the allocations to
unpaid grant should also be reported on line 22Fundraising expenses are the total expenses functional areas other than management and
in future years.incurred in soliciting contributions, gifts, grants, general.

etc. Report as fundraising expenses all Attached schedule. Attach a schedule of
expenses, including allocable overhead costs, amounts reported on line 22. Any grants orLine (A) (B) (C) (D)
incurred in: (a) publicizing and conducting allocations reported on line 22 that were

25 – 43a . . . . . . $ 150,000 $ — $150,000 $ —fundraising campaigns; (b) soliciting bequests approved during the year, but not paid by the43b Allocation of
and grants from foundations or other due date for filing Form 990 (includingthe $100,000
organizations, or government grants reportable indirect cost extensions), must be identified and listed

center expenseson line 1c; (c) participating in federated separately in the schedule for line 22. Show on
reported in (C) . . (5,000) 70,000 (85,000) 10,000fundraising campaigns; (d) preparing and the schedule: (a) each class of activity; (b)
44 . . . . . . . . . $ 145,000 $ 70,000 $ 65,000 $ 10,000distributing fundraising manuals, instructions, grantee’s name, address, and the amount

and other materials; and (e) conducting special given; and (c) (in the case of grants to
After making these allocations, the columnevents that generate contributions reportable individuals) relationship of grantee if related by

(C) total (line 44, column (C)) would beon line 1a, in addition to revenue reportable in blood, marriage, adoption, or employment
$65,000, consisting of the $50,000 actualthe right-hand column on line 9a. However, (including employees’ children) to any person
management and general expense amountreport any expenses that are directly or corporation with an interest in the
and the $15,000 allocation of the aggregateattributable to revenue shown on line 9a (i.e., organization, such as a creator, donor, director,
cost center expenses to management andthe direct expenses incurred in furnishing the trustee, officer, etc.
general.goods or services sold) on line 9b. On the schedule, classify activities in moreThe above is an example of a one-step detail than in such broad terms as charitable,allocation that shows how to report theAllocating indirect expenses educational, religious, or scientific. Forallocation in Part II. This reporting methodColleges, universities, hospitals, and other example, identify payments for nursingwould actually be needed more for multipleorganizations that accumulate indirect services, laboratory construction, orstep allocations involving two or more costexpenses in various cost centers (such as the fellowships.centers. The total expenses of the first wouldexpenses of operating and maintaining the If property other than cash is given, alsobe allocated to the other functions, including anphysical plant) that are reallocated to the show on the schedule: (a) a description of theallocation of part of these expenses to theprogram services and other functional areas of property; (b) its book value and how the booksecond cost center. The expenses of thethe organization in single or multiple steps may value was determined; (c) its fair market valuesecond cost center would then be allocated tofind it easier to report these expenses in the and how the fair market value was determined;other functions and any remaining cost centersfollowing optional manner: (d) the date of the gift. If the fair market valueto be allocated, and so on. The greater the

of the property when the organization gave it isFirst, report the expenses of these indirect number of these cost centers that are allocated
the measure of the award or grant, record anycost centers on lines 25 through 43 of column out, the more difficult it is to preserve the object
difference between fair market value and book(C), Management and general, along with the classification identity of the expenses of each
value in the organization’s books of accountexpenses properly reportable in that column. cost center (e.g., salaries, interest, supplies,
and on line 20.etc.). Using the reporting method described

Second, allocate the total expenses for above avoids this problem. Colleges, universities, and primary andeach cost center to columns (B), (C), and (D) secondary schools are not required to list theThe intent of the above instructions is(Program services, Management and general, names of individuals who were providedonly to facilitate reporting indirectand Fundraising) as a separate item entry on scholarships or other financial assistanceexpenses by both object classificationline 43, Other expenses. Enter the name of the CAUTION
!

whether they are the recipients of federal grantand function. These instructions do not permitcost center on line 43. If any of the cost money or not. Instead, these organizationsthe allocation to other functions of expensescenter’s expenses are to be allocated to the must (a) group each type of financial aidthat should be reported as management andexpenses listed in Part I (such as the expenses provided; (b) indicate the number of individualsgeneral expenses.attributable to special events and activities), who received the aid; and (c) specify theenter these expenses as a negative figure in Line 22—Grants and allocations aggregate dollar amount.columns (A) and (C). This prevents reporting
Enter the amount of awards and grants tothe same expense in both Parts I and II. If part Line 23—Specific assistance to
individuals and organizations selected by theof the total cost center expenses are to be individualsfiling organization. United Way and similarallocated to columns (B), Program services, Enter the amount of payments to, or for thefundraising organizations should includeand (D), Fundraising, enter these expenses as benefit of, particular clients or patients,allocations to member agencies.positive amounts in these columns and as including assistance rendered by others at theReport voluntary awards and grants tosingle negative amounts in column (C), expense of the filing organization. Do notaffiliated organizations for specific (restricted)Management and general. Do not make any include grants to other organizations that selectpurposes or projects also on line 22, but notentries in column (A), Total, for these offsetting the person(s) to receive the assistancerequired payments to affiliates reportable onentries. available through the use of the grant funds.line 16. For example, report a payment to a hospital toExample. An organization reports in column Report scholarship, fellowship, and cover the medical expenses of a particular(C) $50,000 of its actual management and research grants to individuals on line 22. individual on line 23, but do not report ageneral expenses and $100,000 of expenses Certain other payments to, or for the benefit of, contribution to a hospital to provide someof an indirect cost center that are allocable in individuals may be reportable on line 23 service to the general public or to unspecifiedpart to other functions. The total of lines 25 instead. See the instructions for line 23 for charity patients on this line. Also, do notthrough 43 of column (C) would be $150,000 details. include scholarship, fellowship, or researchbefore the indirect cost center allocations were

grants to individuals even though selected byReport only the amount of actual grants andmade. Assume that $10,000 (of the $100,000
the grantor organization. Report these grantsawards on line 22. Report expenses incurred intotal expenses of the cost center) was
on line 22 instead.selecting recipients, or monitoring complianceallocable to fundraising; $70,000 to various

with the terms of a grant or award, on lines 25program services; $15,000 to management Attached schedule. Attach a schedule
through 43.and general functions; and $5,000 to special showing the total payments for each particular

events and activities. To report this in Part II In the spaces provided, give separate totals class of activity, such as food, shelter, and
under this alternate method: for cash and noncash grants and allocations clothing for indigents or disaster victims;
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medical, dental, and hospital fees and charges; solicitation of contributions by the organization Line 40—Conferences, conventions,
and direct cash assistance to indigents. For itself. and meetings
payments to indigent families, do not identify Enter the total expenses incurred by theLine 31—Accounting feesthe individuals. organization in conducting meetings related toEnter the total accounting and auditing fees its activities. Include such expenses as theLine 24—Benefits paid to or for charged by outside firms and individuals who rental of facilities, speakers’ fees andmembers are not employees of the reporting expenses, and printed materials. Include theorganization.For an organization that provides benefits to registration fees (but not travel expenses) paid
members or dependents (such as for sending any of the organization’s staff toLine 32—Legal feesorganizations exempt under section 501(c)(8), conferences, meetings, or conventionsEnter the total legal fees charged by outside(9), or (17)), attach a schedule. Show amounts conducted by other organizations. However, dofirms and individuals who are not employees ofof: (a) death, sickness, hospitalization, or not include on this line the salaries and travelthe reporting organization. Do not include anydisability benefits; (b) unemployment expenses of the reporting organization’s ownpenalties, fines, or judgments imposed againstcompensation benefits; and (c) other benefits officers, directors, trustees, and employeesthe organization as a result of legal(state their nature). Do not report the cost of who participate.proceedings. Report those expenses on lineemployment-related benefits the organization

43, Other expenses.provides its officers and employees on this line. Line 41—Interest
Report those expenses on lines 27 and 28. Enter the total interest expense for the year.Line 33—Supplies

Do not include any interest attributable to rentalLine 25—Compensation of officers, Enter the total for office, classroom, medical,
property (reportable on line 6b) or anyand other supplies used during the year, asdirectors, etc. mortgage interest treated as occupancydetermined by the organization’s normalEnter the total compensation paid to officers, expense on line 36.method of accounting for supplies.directors, trustees, and key employees for the
Line 42—Depreciation, depletion, etc.year. In Part V, give the name and Line 34—Telephone

compensation (if any) of each officer, director, If the organization records depreciation,Enter the total telephone, telegram, and similartrustee, and key employee, along with the depletion, and similar expenses, enter the totalexpenses for the year.other information requested. If no for the year. Include any depreciation
compensation was paid, enter zero. See the (amortization) of leasehold improvements. TheLine 35—Postage and shipping
Part V instructions for a definition of “key organization is not required to use the ModifiedEnter the total amount of postage, parcelemployee.” Accelerated Cost Recovery System (MACRS)delivery, trucking, and other delivery expenses,

to compute the depreciation reported on FormForm 941 must be filed to report income tax including the cost of shipping materials. Include
990 or Form 990-EZ. If the organizationwithholding and social security and Medicare the costs of outside mailing services on this
records depreciation using MACRS, attachtaxes. The organization must also file Form line.
Form 4562, or a schedule showing the same940 to report Federal unemployment taxes
information required by Form 4562. If theLine 36—Occupancyunless the organization is not subject to these
organization does not use MACRS, attach aEnter the total amount paid or incurred for thetaxes. See Pub.15 (Circular E) for details. See
schedule showing how depreciation wasuse of office space or other facilities, heat,also the discussion of the Trust Fund Recovery
computed.light, power, and other utilities (other thanPenalty given in General Instruction D.

telephone expenses reported on line 34), For an explanation of acceptable methodsLine 26—Other salaries and wages outside janitorial services, mortgage interest, for computing depreciation, see Pub. 946.
Enter the total of employees’ salaries not property insurance, real estate taxes, and If the organization claims a deduction forreported on line 25. similar expenses. depletion, attach a schedule explaining the

Occupancy expenses paid or incurred for deduction.Line 27—Pension plan contributions
program-related income, reportable on line 2,Enter the employer’s share of contributions to Line 43—Other expensesare included on line 36. Do not subtract rentalqualified and nonqualified pension plans for the Show the type and amount of each significantincome received from renting or sublettingyear. Complete Form 5500 for the expense for which a separate line is notrented space from the amount reported fororganization’s plan and file as a separate provided. Report all other miscellaneousoccupancy expense on line 36. If the activitiesreturn. If the organization has more than one expenses as a single total. Expenses thatof the organization’s tenant are related to theplan, complete a form for each plan. File the might be reported here include investmentreporting organization’s exempt purpose,form by the last day of the 7th month after the counseling and other professional fees, but notreport rental income as program-serviceplan year ends. See General Instruction D for a professional fundraising fees, accounting fees,revenue and allocable occupancy expenses ondiscussion of Form 5500. or legal fees. These are reportable on lines 30line 36. However, if the tenant’s activities are

through 32.not program related, report such rental incomeLine 28—Other employee benefits
on line 6a and related rental expenses on Other expenses includible on line 43 are:Enter the organization’s contributions to
line 6b. penalties, fines, and judgments; unrelatedemployee benefit programs (such as

business income taxes; insurance and realinsurance, health, and welfare programs) that Do not include, as an occupancy expense,
estate taxes not attributable to rental propertyare not an incidental part of a pension plan depreciation (reportable on line 42) or any
or reported as occupancy expenses; and anyincluded on line 27. Report expenses for salaries of the reporting organization’s own
marketing and distribution costs not includedemployee events such as a picnic or holiday employees (reportable on line 26).
on other lines of Part II. Attach a schedule ifparty on line 28.

Line 37—Equipment rental and more space is needed.
Line 29—Payroll taxes maintenance State reporting—miscellaneous expenses.
Enter the amount of federal, state, and local Enter the cost of renting and maintaining office Some states that accept Form 990, or Form
payroll taxes for the year but only those taxes equipment and other equipment, except for 990-EZ, in satisfaction of their filing
that are imposed on the organization as an automobile and truck expenses reportable on requirements may require that certain types of
employer. This includes the employer’s share lines 35 and 39. miscellaneous expenses be itemized
of social security and Medicare taxes, the regardless of amount. See GeneralLine 38—Printing and publicationsFederal unemployment tax (FUTA), state Instruction E.
unemployment compensation taxes, and other Enter the printing and related costs of

Line 44—Total functional expensesstate and local payroll taxes. Do not include producing the reporting organization’s own
taxes withheld from employees’ salaries and newsletters, leaflets, films, and other Add lines 22 through 43 and enter the totals on
paid to the various governmental units such as informational materials on this line. Also line 44 in columns (A), (B), (C), and (D). Report
federal and state income taxes and the include the cost of any purchased publications. the total amounts for columns (B), (C), and (D)
employees’ shares of social security and However, do not include any expenses, such in Part I, lines 13 through 15.
Medicare taxes. as salaries or postage, for which a separate

Reporting of joint costsline is provided in Part II.Line 30—Professional fundraising Organizations that included in program service
fees Line 39—Travel expenses (column (B) of Part II) any joint costs
Enter the organization’s fees to outside Enter the total travel expenses, including from a combined educational campaign and
fundraisers who are paid primarily for transportation costs (fares, mileage fundraising solicitation must disclose how the
solicitation campaigns they conducted or for allowances, and automobile expenses), meals total joint costs of all such combined activities
consultation services connected with a and lodging, and per diem payments. were reported in Part II. Organizations
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answering “Yes” to the joint-cost question Line 47—Accounts receivable•  Section 501(c)(3) and (4) organizations,following line 44 must furnish the relevant Enter the total accounts receivable (reduced byand section 4947(a)(1) nonexemptfinancial data in the spaces provided. the allowance for doubtful accounts) from thecharitable trusts, must show the amount
sale of goods and/or the performance ofof grants and allocations to others and services. Report claims against vendors orAn organization conducts a combined must enter the total expenses for each refundable deposits with suppliers or otherseducational campaign and fundraising program service reported. here, if not significant in amount. Otherwise,solicitation when it solicits contributions (by
report them on line 58, Other assets. Report•  For all other organizations, completingmail, telephone, broadcast media, or any other
any receivables due from officers, directors,the “Expenses” column (and the “Grantsmeans) and includes, with the solicitation, trustees, or key employees on line 50. Reportand allocations” entry) in Part III iseducational material or other information that receivables (including loans and advances)optional.furthers a bona fide nonfundraising exempt due from other employees on line 58.

purpose of the organization.
4 Attach a schedule that lists the Line 48—Pledges receivable

organization’s other program services.Expenses attributable to providing Enter the total pledges receivable recorded as
information regarding the organization itself, its of the beginning and end of the year. Do not•  The detailed information required for the

include the amount of pledges estimated to beuse of past contributions, or its planned use of four largest services is not necessary for
uncollectible.contributions received are not program service this schedule.

expenses and should not be included in
Line 49—Grants receivable•  Section 501(c)(3) and (4) organizations,column (B). This is true whether or not the

and section 4947(a)(1) nonexempt Enter the total grants receivable fromorganization accounts for joint costs in
charitable trusts, however, must show the governmental agencies, foundations, and otheraccordance with the AICPA’s Statement of
expenses attributable to their program organizations as of the beginning and end ofPosition 98-2, Accounting for Costs of

the year. Organizations that follow SFAS 116services.Materials and Activities of Not-for-Profit
may report the present value of the grantsOrganizations and State and Local
receivable as of each balance sheet date.5 The organization may show the amountGovernment Entities that Include Fund Raising.

of any donated services, or use ofAny method of allocating joint costs to program Line 50—Receivables from officers,materials, equipment, or facilities itservice expenses must be reasonable under directors, trustees, and key employeesreceived or utilized in connection with athe facts and circumstances of each case.
Report all receivables due from officers,specific program service.Most states with reporting requirements for
directors, trustees, and key employees, and allcharitable and other organizations that solicit •  Disclose the applicable amounts of any secured and unsecured loans to such persons,contributions either require or allow the donated services, etc., on the lines for the on line 50 and in an attached schedule

reporting of joint costs according to Statement discussed below. Report interest from suchnarrative description of the appropriate
of Position 98-2 standards. receivables on line 11. For a definition of “keyprogram service.

employee,” see the instructions in Part V.
•  Do not include these amounts in the

When receivables should be reportedexpense column in Part III.
Part III—Statement of Program separately. In the required schedule, report

•  See the instructions for line 82. each receivable separately even if more thanService Accomplishments
one loan was made to the same person or theA program service is a major (usually ongoing)
same terms apply to all loans. Report salaryobjective of an organization, such as advances, and other advances for the personalPart IV—Balance Sheetsadoptions, recreation for the elderly, use and benefit of the recipient, andAll organizations, except those that meet onerehabilitation, or publication of journals or receivables subject to special terms, or arisingof the exceptions in General Instruction F, mustnewsletters. from nontypical transactions, as separate loanscomplete all of Part IV and may not submit a for each officer, director, trustee, and keysubstitute balance sheet. Failure to complete employee.Step Action Part IV may result in penalties for filing an

incomplete return. See General Instruction K. If When receivables should be reported as a
1 State the organization’s primary exempt there is no amount to report in column (A), single total. In the required schedule, report

purpose. Beginning of year, place a zero in that column. receivables that are subject to the same terms
and conditions (including credit limits and rateSee General Instruction E for details on
of interest) as receivables due from the general2 All organizations must describe their completing a Form 990, or Form 990-EZ, to be
public (occurring in the normal course of theexempt purpose achievements for each filed with any state or local governmental
organization’s operations) as a single total forof their four largest program services (as agency.
all the officers, directors, trustees, and keymeasured by total expenses incurred). If

When a schedule is required to be attached employees. Report travel advances for officialthere were four or fewer of such activities,
for any line item in Part IV, it is only for the business of the organization as a single total.describe each program service activity. end-of-year balance sheet figure reported in

Schedule format. For each outstanding loan,column (B). Give the end-of-year figures for•  Describe program service
or other receivable that must be reportedany receivables or depreciable assets and theaccomplishments through measurements
separately, the attached schedule should showrelated allowances for doubtful accounts orsuch as clients served, days of care, the following information (preferably inaccumulated depreciation reported within thetherapy sessions, or publications issued. columnar form):description column.

•  Describe the activity’s objective, for both 1. Borrower’s name and title,
Line 45—Cash—non-interest-bearingthis time period and the longer-term goal, 2. Original amount,

3. Balance due,if the output is intangible, such as in a Enter the total of non-interest-bearing checking
4. Date of note,accounts, deposits in transit, change funds,research activity.
5. Maturity date,petty cash funds, or any other

•  Give reasonable estimates for any 6. Repayment terms,non-interest-bearing account. Do not include
statistical information if exact figures are 7. Interest rate,advances to employees or officers or
not readily available. Indicate that this 8. Security provided by the borrower,refundable deposits paid to suppliers or others.
information is estimated. 9. Purpose of the loan, and

Line 46—Savings and temporary cash 10. Description and fair market value of the•  Be clear, concise, and complete in your investments consideration furnished by the lender (e.g.,description. Avoid adding an attachment. cash—$1,000; or 100 shares of XYZ, Inc.,Enter the total of interest-bearing checking
common stock—$9,000).accounts, savings and temporary cash

3 If part of the total expenses of any investments, such as money market funds,
program service consists of grants and commercial paper, certificates of deposit, and The above detail is not required for
allocations reported on line 22, show the U.S. Treasury bills or other governmental receivables or travel advances that may be
amount of grants and allocations in the obligations that mature in less than 1 year. reported as a single total. However, report and
space provided and include the grants Report the income from these investments on identify those totals separately on the
and allocations in the “Expenses” column. line 4. attachment.
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corporate stocks, etc.). Do not include amounts outstanding at the end of the year, attach aLine 51—Other notes and loans
reported on line 46. Report dividends and schedule that shows, for each loan, the namereceivable
interest from these securities on line 5. and title of the lender and the informationEnter the combined total of notes receivable

specified in items 2 through 10 of theand net loans receivable. For notes and loans Line 55—Investments—land, instructions for line 50.that represent program-related investments buildings, and equipment
(defined in the line 2 instructions), report the Line 64a—Tax-exempt bond liabilitiesEnter the book value (cost or other basis lessinterest income on line 2. For all other notes accumulated depreciation) of all land, Enter the amount of tax-exempt bonds (orand loans receivable included on line 51, report buildings, and equipment held for investment other obligations) issued by the organization onthe income on line 11. purposes, such as rental properties. Attach a behalf of a state or local governmental unit, or
Notes receivable. Enter the amount of all schedule listing these fixed assets held as by a state or local governmental unit on behalf
notes receivable not listed on line 50 and not investments at the end of the year. Show for of the organization, and for which the
acquired as investments. Attach a schedule each item or category listed, the cost or other organization has a direct or indirect liability.
similar to that called for in the instructions for basis, accumulated depreciation, and book Tax-exempt bonds include state or local bonds
line 50. The schedule should also identify the value. Report the income from these assets on and any obligations, including direct borrowing
relationship of the borrower to any officer, line 6a. from a lender, or certificates of participation,
director, trustee, or key employee of the the interest on which is excluded from theLine 56—Investments—otherorganization. income of the recipient for federal income tax

Enter the amount of all other investmentNotes receivable from loans by a credit purposes under section 103.
holdings not reported on line 54 or 55. Attach aunion to its members and scholarship loans by

For all such bonds and obligationsschedule listing and describing each of thesea section 501(c)(3) organization do not have to
outstanding at any time during the year, attachinvestments held at the end of the year. Showbe itemized. However, identify these loans as
a schedule showing for each separate issue:the book value for each and indicate whethersuch on a schedule and indicate the total
(a) the purpose of the issue; (b) the amount ofthe investment is listed at cost or end-of-yearamount of such loans that are outstanding.
the issue outstanding; and (c) the unexpendedmarket value. Report the income from theseFor a note receivable from another bond proceeds, if any. Also indicate whetherassets on line 7. Do not includeorganization exempt under the same any portion of any bond-financed facility wasprogram-related investments. See theparagraph of section 501(c) as the filing used by a third party (other than ainstructions for line 58.organization, list only the name of the borrower governmental unit or section 501(c)(3)

and the balance due. For example, a section Line 57—Land, buildings, and organization), and, if so, state the percentage
501(c)(3) organization would have to provide equipment of space used by the third party.
the full details of a loan to a section 501(c)(4) Enter the book value (cost or other basis less If the tax-exempt bond or obligation is in theorganization but would have to provide only the accumulated depreciation) of all land, form of a mortgage, include the amount of thename of the borrower and the balance due on buildings, and equipment owned by the mortgage on line 64a, and not on line 64b. Fora note from a loan to another section 501(c)(3) organization and not held for investment. This such mortgage, include in the above listing, theorganization. includes any property, plant, and equipment maturity date of the debt, repayment terms,Loans receivable. Enter the gross amount of owned and used by the organization in interest rate, and any security provided by theloans receivable, less the allowance for conducting its exempt activities. Attach a organization.doubtful accounts, from the normal activities of schedule listing these fixed assets held at the
the filing organization such as loans by a credit Line 64a does not, however, refer toend of the year and showing, for each item or
union to its members or scholarship loans by a situations where the organization only has acategory listed, the cost or other basis,
section 501(c)(3) organization. A schedule of contingent liability, as it would if it were aaccumulated depreciation, and book value.
these loans is not required. guarantor of tax-exempt bonds issued by a

Line 58—Other assets related entity. Contingent liabilities, such asReport loans to officers, directors, trustees,
List and show the book value of each category those that arise from guarantees, should beand key employees on line 50. Report loans to
of assets not reportable on lines 45 through 57. included as an entry in the separately attachedother employees on line 58.
Attach a separate schedule if more space is schedule required for line 64a.

Line 52—Inventories for sale or use needed.
Line 64b—Mortgages and other notesEnter the amount of materials, goods, and One type of asset reportable on line 58 is payablesupplies purchased, manufactured by the program-related investments. These are

organization, or donated and held for future Enter the amount of mortgages and otherinvestments made primarily to accomplish an
sale or use. notes payable at the beginning and end of theexempt purpose of the filing organization rather

year. Attach a schedule showing, as of the endthan to produce income.Line 53—Prepaid expenses and
of the year, the total amount of all mortgagesdeferred charges Line 59—Total assets payable and, for each nonmortgage note

Enter the amount of short-term and long-term payable, the name of the lender and the otherEnter the total of lines 45 through 58. The
prepayments of expenses attributable to one or information specified in items 2 through 10 ofamounts on line 59 must equal the amounts on
more future accounting periods. Examples the instructions for line 50. The scheduleline 74 for both the beginning and end of the
include prepayments of rent, insurance, and should also identify the relationship of theyear.
pension costs, and expenses incurred for a lender to any officer, director, trustee, or keyLine 60—Accounts payable andsolicitation campaign of a future accounting employee of the organization.

accrued expensesperiod.
Line 65—Other liabilitiesEnter the total of accounts payable to suppliersLine 54—Investments—securities

and others and accrued expenses, such as List and show the amount of each liability notEnter the book value, which may be market salaries payable, accrued payroll taxes, and reportable on lines 60 through 65. Attach avalue, of securities held as investments. Check interest payable. separate schedule if more space is needed.the appropriate box to indicate whether the
securities are reported at cost or fair market Line 61—Grants payable Lines 67 through 69—Net assets
value. When valuing securities at fair market Enter the unpaid portion of grants and awards The Financial Accounting Standards Boardvalue, use commonly accepted valuation that the organization has made a commitment issued Financial Statements of Not-for-Profitmethods. (See Regulations section 20.2031-2.) to pay other organizations or individuals, Organizations (SFAS 117). SFAS 117 providesAttach a schedule that lists the securities held whether or not the commitments have been standards for external financial statementsat the end of the year. Indicate whether the communicated to the grantees. certified by an independent accountant forsecurities are listed at cost (including the value certain types of nonprofit organizations. SFASLine 62—Deferred revenuerecorded at the time of receipt in the case of 117 does not apply to credit unions, voluntarydonated securities) or end-of-year market Include revenue that the organization has employees’ beneficiary associations,value. Debt securities of the U.S., state, and received but not yet earned as of the balance supplemental unemployment benefit trusts,municipal governments, corporate stocks and sheet date under its method of accounting. section 501(c)(12) cooperatives, and otherbonds, and other publicly traded securities member benefit or mutual benefitLine 63—Loans from officers,(defined in the instructions for line 8) do not organizations.directors, trustees, and key employeeshave to be listed individually, except for stock
holdings that represent 5% or more of the Enter the unpaid balance of loans received While some states may require reporting in
outstanding shares of stock of the same class. from officers, directors, trustees, and key accordance with SFAS 117, IRS does not (see
However, show separate totals for each type of employees. See the instructions for Part V for General Instruction E). However, a Form 990,
security (U.S. Government obligations, the definition of “key employee.” For loans or Form 990-EZ, return prepared in
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accordance with SFAS 117 will be acceptable Give the preferred address at whichLine 72—Retained earnings or
to IRS. officers, etc., want the Internal Revenueaccumulated income, endowment, or

Service to contact them.Organizations that follow SFAS 117. If the other funds
organization follows SFAS 117, check the box Use an attachment if there are moreFor corporations, enter the balance in the
above line 67. Classify and report net assets in persons to list in Part V.retained earnings, or similar account, minus
three groups—unrestricted, temporarily the cost of any corporate treasury stock. For Show all forms of cash and noncash
restricted, and permanently restricted—based trusts, enter the balance per books in the compensation received by each listed officer,
on the existence or absence of donor-imposed accumulated income or similar account. For etc., whether paid currently or deferred.
restrictions and the nature of those restrictions. those organizations using fund accounting, If you pay any other person, such as aShow the sum of the three classes of net enter the total of the fund balances for the management services company, for theassets on line 73. On line 74, add the amounts permanent and term endowment funds as well services provided by any of your officers,on lines 66 and 73 to show total liabilities and as balances of any other funds not reported on directors, trustees, or key employees, reportnet assets. This figure should be the same as lines 70 and 71. the compensation and other items in Part V asthe figure for Total assets on line 59.

if you had paid the officers, etc., directly.Line 73—Total net assets or fundLine 67—Unrestricted A failure to fully complete Part V canbalances
Enter the balances per books of the subject both the organization and theFor organizations that follow SFAS 117, enterunrestricted class of net assets. Unrestricted individuals responsible for such failure tothe total of lines 67 through 69. For all othernet assets are neither permanently restricted penalties for filing an incomplete return. Seeorganizations, enter the total of lines 70nor temporarily restricted by donor-imposed General Instruction K. In particular, enteringthrough 72. Enter the beginning-of-the-yearstipulations. All funds without donor-imposed the phrase on Part V, “Information availablefigure on line 73, column (A), in Part I, line 19.restrictions must be classified as unrestricted, upon request,” or a similar phrase, is notThe end-of-the-year figure on line 73, columnregardless of the existence of any board acceptable.(B) must agree with the figure on line 21 ofdesignations or appropriations. The organization may also provide anPart I.

attachment to explain the entire 2004Line 68—Temporarily restricted
Line 74—Total liabilities and net compensation package for any person listed inEnter the balance per books for the temporarily assets/fund balances Part V.restricted class of net assets. Donors’
Enter the total of lines 66 and 73. This amount Each person listed in Part V should reporttemporary restrictions may require that
must equal the amount for total assets reported the listed compensation on his or her incomeresources be used in a later period or after a
on line 59 for both the beginning and end of the tax return unless the Code specificallyspecified date (time restrictions), or that
year. excludes any of the payments from income tax.resources be used for a specified purpose

See Pub. 525 for details.(purpose restrictions), or both.
A “key employee” is any person havingLine 69—Permanently restricted Parts IV-A and IV-B— responsibilities or powers similar to those ofEnter the total of the balances for the Reconciliation Statements officers, directors, or trustees. The termpermanently restricted class of net assets. includes the chief management andUse these reconciliation statements toPermanently restricted net assets are (a) administrative officials of an organization (suchreconcile the differences between the revenueassets, such as land or works of art, donated as an executive director or chancellor) butand expenses shown on the organization’swith stipulations that they be used for a does not include the heads of separateaudited financial statements prepared inspecified purpose, be preserved, and not be departments or smaller units within anaccordance with SFAS 117 and the revenuesold or (b) assets donated with stipulations that organization.and expenses shown on the organization’sthey be invested to provide a permanent Form 990. A chief financial officer and the officer insource of income. The latter result from gifts

charge of administration or program operationsand bequests that create permanent If the organization did not receive an
are both key employees if they have theendowment funds. audited financial statement for 2004 (or the
authority to control the organization’s activities,fiscal year for which it is completing this FormOrganizations that do not follow SFAS 117. its finances, or both. The “heads of separate990) and prepared the return in accordanceIf the organization does not follow SFAS 117, departments” reference applies to personswith SFAS 117, it does not need to completecheck the box above line 70 and report such as the head of the radiology departmentParts IV-A or IV-B and should instead enteraccount balances on lines 70 through 72. or coronary care unit of a hospital or the head“N/A” on line a of each Part.Report net assets or fund balances on line 73. of the chemistry, history, or English departmentComplete line 74 to report the sum of the total These two Parts do not have to be at a college. These persons are managersliabilities and net assets. completed on group returns. within their specific areas but not for the

Some states that accept Form 990, or Form organization as a whole and, therefore, are notOn line d(1) of Parts IV-A and IV-B, include
990-EZ, as their basic reporting form may key employees.only those investment expenses netted against
require a separate statement of changes in net investment income in the revenue portion of Column (B)assets/fund balances. See General the organization’s audited financial statements.

In column (B), a numerical estimate of theInstruction E. Do not include program-related investment
average hours per week devoted to theexpenses or other expenses reported asLine 70—Capital stock, trust principal, position is required for a complete answer.program service expenses in the auditedor current funds Statements such as “as needed,” “as required,”statement of activities.For corporations, enter the balance per books or “40+” are unacceptable.

for capital stock accounts. Show par or stated Column (C)value (or for stock with no par or stated value, Part V—List of Officers, Directors, For each person listed, report salary, fees,total amount received upon issuance) of all
Trustees, and Key Employees bonuses, and severance payments paid.classes of stock issued and, as yet,

Include current-year payments of amountsList each person who was an officer, director,uncancelled. For trusts, enter the amount in the
reported or reportable as deferredtrustee, or key employee (defined below) of thetrust principal or corpus account. For
compensation in any prior year.organization or disregarded entity described inorganizations continuing to use the fund

Regulations sections 301.7701-1 throughmethod of accounting, enter the fund balances Column (D)
301.7701-3 at any time during the year even iffor the organization’s current restricted and

Include in this column all forms of deferredthey did not receive any compensation fromunrestricted funds.
compensation and future severance paymentsthe organization.Line 71—Paid-in or capital surplus, or (whether or not funded; whether or not vested;

Enter a zero in columns (B), (C), (D), or (E) and whether or not the deferred compensationland, bldg., and equipment fund
if no hours were entered in column (B) and no plan is a qualified plan under section 401(a)).Enter the balance per books for all paid-in compensation, contributions, expenses and Include also payments to welfare benefit planscapital in excess of par or stated value for all other allowances were paid during the on behalf of the officers, etc. Such plansstock issued and uncancelled. If stockholders reporting year, or deferred for payment to a provide benefits such as medical, dental, lifeor others gave donations that the organization future accounting period. insurance, severance pay, disability, etc.records as paid-in capital, include them here.

Reasonable estimates may be used if preciseReport any current-year donations you Aid in the processing of your return by
cost figures are not readily available.included on line 71 in Part I, line 1. Enter the grouping together, preferably at the end of your

fund balance for the land, building, and list, those who received no compensation. Be Unless the amounts were reported in
equipment fund on this line. careful not to repeat names. column (C), report, as deferred compensation
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in column (D), salaries and other compensation Control exists if the 50% test is met by any However, if your exempt organization
earned during the period covered by the return, one group of persons even if collectively the changes its legal structure, such as from a trust
but not yet paid by the date the organization 50% test is not met. to a corporation, you must file a new exemption
files its return. application to establish that the new legal entityWhether or not any elements of ownership

qualifies for exemption.or control are present, a related organizationColumn (E)
also includes: Line 78—Unrelated business incomeEnter both taxable and nontaxable fringe • A supporting organization operated in Political organizations described in section 527benefits (other than de minimis fringe benefits connection with the filing organization where are not required to answer this question.described in section 132(e)). Include expense one of the purposes of the supporting

allowances or reimbursements that the Check “Yes” on line 78a if theorganization is to benefit or further the
recipients must report as income on their organization’s total gross income from all of itspurposes of the filing organization; and
separate income tax returns. Examples include unrelated trades and businesses is $1,000 or• A supported organization operated in
amounts for which the recipient did not account more for the year. Gross income is the amountconnection with the filing organization where
to the organization or allowances that were of gross receipts less the cost of goods sold.one of the purposes of the filing organization is
more than the payee spent on serving the See Pub. 598 for a description of unrelatedto benefit or further the purposes of the
organization. Include payments made under business income and the Form 990-T filingsupported organization.
indemnification arrangements, the value of the requirements for section 501(c), (e), (f), (k),

For example, a hospital auxiliary that raisespersonal use of housing, automobiles, or other and (n) organizations having such income.
funds for Hospital Y or coordinates the effortsassets owned or leased by the organization (or Form 990-T is not a substitute for Form 990.of that hospital’s volunteer staff would be aprovided for the organization’s use without Report on Form 990, or Form 990-EZ, items ofsupporting organization of Hospital Y and,charge), as well as any other taxable and income and expense that are also reported onthus, a related organization, even if the hospitalnontaxable fringe benefits. See Pub. 525 for Form 990-T when the organization is requireddoes not own or control the auxiliary. Hospitalmore information. to file both forms.Y, in turn, would be a supported organization of

Line 75—Compensation from related the auxiliary. In any case where the $10,000 All tax-exempt organizations must pay
and $100,000 minimums were met, theorganizations estimated taxes with respect to their
hospital must report (on an attachment to its unrelated business income if theyAnswer “Yes” to this question if any officer, CAUTION

!
return) the compensation paid by the auxiliary expect their tax liability to be $500 or more.director, trustee, or key employee received
to the officer, director, trustee, or key employee Use Form 990-W to compute this tax.total compensation of more than $100,000
of the hospital. The same reportingfrom your organization and all related Line 79—Liquidation, dissolution,requirement would apply to compensation paidorganizations (as defined below) and more termination, or substantial contractionby Hospital Y to an officer, etc., of the auxiliary.than $10,000 of this compensation was

For a complete liquidation of a corporation orprovided by the related organization. For this
termination of a trust, check the “Final return”purpose, “compensation” includes any amount Part VI—Other Information box in the heading on page 1 of the form. Ifthat would be reportable in column (C), (D), or • Section 501(c)(3) organizations and section there was a liquidation, dissolution,(E) of Part V if provided by the filing

4947(a)(1) nonexempt charitable trusts must termination, or substantial contraction, attach aorganization.
also complete and attach a Schedule A (Form statement explaining what took place.

Report any compensation paid by a related 990 or 990-EZ) to their Form 990 or Form On the attached statement, show whetherorganization for only that period where a 990-EZ. See General Instruction D for the assets have been distributed and the datecontrol or other relationship existed between information on Schedule A (Form 990 or of distribution. Also attach a certified copy ofthe organizations. Report compensation paid 990-EZ). any resolution, or plan of liquidation orby a related organization in the same period • Answer “Yes,” “No,” or “N/A” to each termination, etc., with all amendments or(calendar or fiscal year) as compensation paid question. supplements not already filed. In addition,by the Form 990 filer.
attach a schedule listing the names andLine 76—Change in activities

Organizations answering “Yes” must attach addresses of all persons who received theAttach a statement to explain any significanta schedule that lists, for each officer, director, assets distributed in liquidation or termination,changes in the kind of activities thetrustee, or key employee receiving such the kinds of assets distributed to each one, andorganization conducts to further its exemptcompensation, the name and EIN of each each asset’s fair market value.purpose. Include new or modified activities notrelated organization that provided the A “substantial contraction” is a partiallisted as current or planned in thecompensation and the amount each provided. liquidation or other major disposition of assetsorganization’s application for recognition ofUse the same format as required by columns except transfers for full consideration orexemption, or not yet reported to the IRS by a(C) through (E) of Part V. distributions from current income.letter to its Director EO Examination or by an
Providing information on compensation attachment to the organization’s return for any A “major disposition of assets” means any

received from related organizations does not earlier year. Also include any major program disposition for the tax year that is:
violate the disclosure provisions of section activities that are being discontinued. 1. At least 25% of the fair market value of7216(a). See also section 6033(a)(1).

the organization’s net assets at the beginningLine 77—Changes in organizing or
A “related organization” is any entity of the tax year; orgoverning documents

(whether tax-exempt or taxable) that the filing 2. One of a series of related dispositionsAttach a conformed copy of any changes to theorganization directly or indirectly owns or begun in earlier years that add up to at leastarticles of incorporation, or association,controls, or that directly or indirectly owns or 25% of the net assets the organization had atconstitution, trust instrument, or othercontrols the filing organization. For example, if the beginning of the tax year when the firstorganizing document, or to the bylaws or otherOrganization A owns 90% of B, and B owns disposition in the series was made. Whether agoverning document. If you are filing80% of C, then A would directly own 90% of B major disposition of assets took place throughelectronically, conformed copies of changes toand indirectly own 72% (90% of 80%) of C. a series of related dispositions depends on thethese documents should be sent to the IRS in
facts in each case.“Owns” means holding (directly or Cincinnati, OH at the address in General

indirectly) 50% or more of the voting Instruction A. See Regulations section 1.6043-3 formembership rights, voting stock, profits A “conformed” copy is one that agrees with special rules and exceptions.interest, or beneficial interest. the original document and all amendments to
Line 80—Relation to otherit. If the copies are not signed, they must be“Control” means that:
organizationsaccompanied by a written declaration signed1. Fifty percent (50%) or more of the filing

by an officer authorized to sign for the Answer “Yes” if most (more than 50%) of theorganization’s officers, directors, trustees, or
organization, certifying that they are complete organization’s governing body, officers,key employees are also officers, directors,
and accurate copies of the original documents. directors, trustees, or membership are alsotrustees, or key employees of the second

officers, directors, trustees, or members of anyorganization being tested for control; Photocopies of articles of incorporation
other organization.2. The filing organization appoints 50% or showing the certification of an appropriate state

more of the officers, directors, trustees, or key official do not have to be accompanied by such Disregard any coincidental overlap of
employees of the second organization; or a declaration. See Rev. Proc. 68-14, 1968-1 membership with another organization; that is,

3. Fifty percent (50%) or more of the filing C.B. 768, for details. When a number of when membership in one organization is not a
organization’s officers, directors, trustees, or changes are made, attach a copy of the entire condition of membership in another
key employees are appointed by the second revised organizing instrument or governing organization. For example, assume that a
organization. document. majority of the members of a section 501(c)(4)
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civic organization also belong to a local incurred for the following purposes are political expenses, and membership dues, or similar
chamber of commerce described in section expenditures: amounts, on line 85 of Form 990.
501(c)(6). The civic organization should • Remuneration to such individual (a Section 6033(e) notice and reporting
answer “No” on line 80 if it does not require its candidate or prospective candidate) for requirements and proxy tax. Section 6033(e)
members to belong to the chamber of speeches or other services; requires certain section 501(c)(4), (5), and (6)
commerce. • Travel expenses of such individual; organizations to tell their members what• Expenses of conducting polls, surveys, orAlso disregard affiliation with any statewide portion of their membership dues were

other studies, or preparing papers or otheror nationwide organization. Thus, the civic allocable to the political or lobbying activities of
material for use by such individual;organization in the above example would still the organization. If an organization does not• Expenses of advertising, publicity, andanswer “No” on line 80 even if it belonged to a give its members this information, then the
fundraising for such individual; andstate or national federation of similar organization is subject to a proxy tax. The tax• Any other expense that has the primaryorganizations. A local labor union whose is reported on Form 990-T.
effect of promoting public recognition ormembers are also members of a national labor

However, if the organization meetsotherwise primarily accruing to the benefit oforganization would answer “No” on line 80.
Exception 1 or 2, it is excluded from the notice,such individual.

Line 81—Expenditures for political reporting, and proxy tax requirements of
An organization is effectively controlled by a section 6033(e). See also Rev. Proc. 98-19,purposes candidate or prospective candidate only if such 1998-1 C.B. 547.

individual has a continuing, substantialPolitical organizations described in Exception 1. Section 6033(e)(3) exceptioninvolvement in the day-to-day operations orsection 527 are not required to answer for organizations whose dues aremanagement of the organization.this question.CAUTION
!

nondeductible. (Check “Yes” for line 85a.)
A determination of whether the primary

A political expenditure is one intended to 1. All organizations exempt from tax underpurpose of an organization is promoting the
influence the selection, nomination, election, or section 501(a), other than section 501(c)(4),candidacy or prospective candidacy of an
appointment of anyone to a federal, state, or (5), and (6) organizations.individual for public office is made on the basis
local public office, or office in a political 2. Local associations of employees’ andof all the facts and circumstances. See section
organization, or the election of Presidential or veterans’ organizations described in section4955 and Regulations section 53.4955.
Vice Presidential electors. It does not matter 501(c)(4), but not section 501(c)(4) social

Use Form 4720 to figure and report thewhether the attempt succeeds. welfare organizations.
excise taxes. 3. Labor unions and other laborAn expenditure includes a payment,

organizations described in section 501(c)(5),distribution, loan, advance, deposit, or gift of Line 82—Donated services or facilities but not section 501(c)(5) agricultural andmoney, or anything of value. It also includes a Because Form 990, or Form 990-EZ, is open to horticultural organizations.contract, promise, or agreement to make an public inspection, you may want the return to 4. Section 501(c)(4), (5), and (6)expenditure, whether or not legally show contributions the organization received in organizations that receive more than 90% ofenforceable. the form of donated services or the use of their dues from:
All section 501(c) organizations. An exempt materials, equipment, or facilities at less than a. Section 501(c)(3) organizations,organization that is not a political organization fair rental value. If so, and if the organization’s b. State or local governments,must file Form 1120-POL if it is treated as records either show the amount and value of c. Entities whose income is exempt fromhaving political organization taxable income such items or give a clearly objective basis for tax under section 115, orunder section 527(f)(1). an estimate, the organization may choose to d. Organizations described in 1 through 3,

enter this optional information on line 82b. TheIf a section 501(c) organization establishes above.
IRS does not require any organization to keepand maintains a section 527(f)(3) separate 5. Section 501(c)(4) and (5) organizations
such records. However, do not include thesegregated fund, it is the fund’s responsibility that receive more than 90% of their annual
value of such items in Part I or II, or in theto file its own Form 1120-POL if the fund meets dues from:
expense column in Part III. You may indicatethe Form 1120-POL filing requirements. Do not

a. Persons,the value of donated services or use ofinclude the segregated fund’s receipts,
b. Families, ormaterials, equipment, or facilities in Part III inexpenditures, and balance sheet items on the
c. Entities who each paid annual dues ofthe narrative description of program servicesForm 990, or Form 990-EZ, of the section

$86 or less in 2004 (adjusted annually forrendered. See the instructions for Part III.501(c) organization that establishes and
inflation). See Rev. Proc. 2003-85, 2003-49maintains the fund. When answering questions
I.R.B. 1184 (2003-2 C.B. 1184).Line 83—Public inspection81a and 81b on its Form 990, this section

6. Any organization that receives a privaterequirements501(c) organization should disregard the
letter ruling from the IRS stating that thepolitical expenses and Form 1120-POL filing Answer “Yes” only if the organization complied
organization satisfies the section 6033(e)(3)requirement of the segregated fund. with its public inspection obligations described
exception.in General Instruction M.However, when a section 501(c) 7. Any organization that keeps records to

organization transfers its own funds, to a substantiate that 90% or more of its membersLine 83b—Disclosure requirements for
separate segregated section 527(f)(3) fund for cannot deduct their dues (or similar amounts)quid pro quo contributionsuse as political expenses, the 501(c) as business expenses whether or not any partSee General Instruction L.organization must report the transferred funds of their dues are used for lobbying purposes.
as its own political expenses on its Form 990 8. Any organization that is not aLine 84a—Solicitations ofor Form 990-EZ. membership organization.contributions
Section 501(c)(3) organizations. A section

All organizations that qualify under section501(c)(3) organization will lose its tax-exempt Special rules treat affiliated social170(c) to receive contributions that arestatus if it engages in political activity. welfare organizations, agricultural anddeductible as charitable contributions for
horticultural organizations, andA section 501(c)(3) organization must pay a CAUTION

!
federal income tax purposes, enter “N/A.” See

business leagues as parts of a singlesection 4955 excise tax for any amount paid or General Instruction L.
organization for purposes of meeting theincurred on behalf of, or in opposition to, any
nondeductible dues exception. See Rev. Proc.candidate for public office. The organization Line 85—Section 501(c)(4), (5), or (6)
98-19.must pay an additional excise tax if it fails to organizations

correct the expenditure timely. Exception 2. Section 6033(e)(1) $2,000Reporting membership dues, lobbying, and
A manager of a section 501(c)(3) in-house lobbying exception. (Check “Yes”political expenses under section 6033(e).

organization who knowingly agrees to a for line 85b.) An organization satisfies theOnly certain organizations that are tax-exempt
political expenditure must pay a section 4955 $2,000 in-house lobbying exception if it:under:
excise tax, unless the agreement is not willful • Section 501(c)(4) (social welfare 1. Did not receive a waiver for proxy tax
and there is reasonable cause. A manager who organizations), owed for the prior year.
does not agree to a correction of the political • Section 501(c)(5) (agricultural and 2. Did not make any political expenditures
expenditure may have to pay an additional horticultural organizations), or or foreign lobbying expenditures during the
excise tax. • Section 501(c)(6) (business leagues) 2004 reporting year,

When a section 501(c)(3) organization are subject to (a) the section 6033(e) notice 3. Made lobbying expenses during the
promotes a candidate for public office (or is and reporting requirements, and (b) a potential 2004 reporting year consisting only of in-house
used or controlled by a candidate or proxy tax. These organizations must report direct lobbying expenses totaling $2,000 or
prospective candidate), amounts paid or their total lobbying expenses, political less, but excluding:
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a. Any allocable overhead expenses, and and that otherwise qualifies as a lobbyingThe organization: The IRS may permit a activity.b. All direct lobbying expenses of any local (a) Makes a reasonable waiver of the proxy tax.
council regarding legislation of direct interest to estimate of dues Treat all hours spent by a person in

allocable to connection with direct contact lobbying as laborthe organization or its members.
nondeductible lobbying hours allocable to lobbying activities.
and political activities, Do not treat the hours spent by a personDues notices. An organization that checked and who engages in research and other“No” for both lines 85a and 85b, and is thus (b) Agrees to adjust its background activities related to direct contactestimate in the followingresponsible for reporting on line 85c through lobbying, but who makes no direct contact withyear*,85h, must send dues notices to its members at a legislator, or covered executive branch

the time of assessment or payment of dues, *A facts and circumstances test determines whether or official, as direct contact lobbying.
not a reasonable estimate was made in good faith.unless the organization chooses to pay the

De minimis rule. If less than 5% of aproxy tax instead of informing its members of person’s time is spent on lobbying activities,
the nondeductible portion of its dues. These Allocation of costs to lobbying activities and there is no direct contact lobbying, an
dues notices must reasonably estimate the and influencing legislation. An organization organization may treat that person’s time spent
dues allocable to the nondeductible lobbying that is subject to the lobbying disclosure rules on lobbying activities as zero.
and political expenditures reported on line 85d. of section 6033(e) must use a reasonable

Influencing legislation means:allocation method to determine its total costs of • Any attempt to influence legislation throughits direct lobbying activities; that is, costs toIF . . . THEN . . . a lobbying communication; andinfluence: • All activities, such as research and• Legislation, andThe organization’s The organization must: coordination for the purpose of making or• The actions of a covered executive branchlobbying and political (a) Allocate all supporting a lobbying communication, even ifofficial through direct communication (e.g.,expenses are more than membership dues to its not yet made.President, Vice President, or cabinet-levelits membership dues for lobbying and political
officials, and their immediate deputies) A lobbying communication is anythe year, activities, and
(sections 162(e)(1)(A) and (D)). communication with any member or employee(b) Carry forward any

of a legislative body, or any other governmentReasonable methods of allocating costs toexcess lobbying and
official participating in the formulation of thedirect lobbying activities include, but are notpolitical expenses to the
legislation that:limited to:next tax year. • Refers to specific legislation and reflects a• The ratio method,
view on that legislation, or• The gross-up and alternative gross-upThe organization: The organization need • Provides support for views in a prior lobbyingmethods, and(a) Had only de minimis not disclose to its communication.• A method applying the principles of sectionin-house expenses membership the

263A. Purpose for engaging in an activity is($2,000 or less) and no allocation of dues, etc.,
See Regulations sections 1.162-28 and based on all the facts and circumstances. If another nondeductible to its lobbying and

1.162-29 and the special rules and definitions organization’s lobbying communication was forlobbying or political political activities.
for these allocation methods given below. a lobbying and a nonlobbying purpose, theexpenses; or

organization must make a reasonableAn organization that is subject to the
allocation of costs to influencing legislation.(b) Paid a proxy tax, lobbying disclosure rules of section 6033(e)

instead of notifying its must also determine its total costs of: Correction of prior year lobbying costs.
members on the • De minimis in-house lobbying, If in a prior year, an organization treated costs
allocation of dues to • Grassroots lobbying, and incurred for a future lobbying communication
lobbying and political • Political activities. as a lobbying cost to influence legislation, but
expenses*; or There are no special rules related to after the organization filed a timely return, it

determining these costs. appears the lobbying communication will not
(c) Established that be made under any foreseeable circumstance,All methods. For all the allocation
substantially all of its the organization may apply these costs tomethods, include labor hours and costs of
membership dues, etc., reduce its current year’s lobbying costs, but notpersonnel whose activities involve significant
are not deductible by below zero. The organization may carryjudgment with respect to lobbying activities
members, forward any amount of the costs not used to(lobbying personnel).

reduce its current year’s lobbying costs to*(such as political campaign or grassroots lobbying
subsequent years.expenses) Special rules and definitions.
Example: Ratio method. X OrganizationRatio and gross-up methods.
incurred:

1. May use even if volunteers conduct
1. 6,000 labor hours for all activities,Members of the organization cannot take a activities.
2. 3,000 labor hours for lobbying activitiestrade or business expense deduction on their 2. May disregard labor hours and costs of

(three employees),tax returns for the portion of their dues, etc., clerical or support personnel (other than
3. $300,000 for operational costs, andlobbying personnel) under the ratio method.allocable to the organization’s lobbying and
4. No third-party lobbying costs.political activities.

Alternative gross-up method.
• Disregard labor hours, and

Proxy tax. X Organization allocated its lobbying costs as• Costs of clerical or support personnel (other
follows:than lobbying personnel).

IF . . . THEN . . .
Third-party costs are those paid to: Lobbying

• Outside parties for conducting lobbying labor hrs.
The organization’s The organization is 3,000activities, × $300,000 + 0 = $150,000actual lobbying and liable for a proxy tax on 6,000• Dues paid to another membership
political expenses are the excess and reports it Total labor Total Allocable Costsorganization that were declared to be
more than it estimated on Form 990-T. hrs. costs of third-party allocable tonondeductible lobbying expenses, and
in its dues notices, operations costs lobbying• Travel and entertainment costs for lobbying

activities
activities.

The organization: All the members’ dues Direct contact lobbying is a: Examples: Gross-up method and(a) Elects to pay the remain eligible for a • Meeting, Alternative gross-up method.proxy tax, and section 162 trade or • Telephone conversation, A and B are employees of Y Organization.(b) Chooses not to give business expense • Letter, or 1. A’s activities involve significantits members a notice deduction. • Similar means of communication that is judgment with respect to lobbying activities.allocating dues to with a: 2. A’s basic lobbying labor costs (excludinglobbying and political
1. Legislator (other than a local legislator), employee benefits) are $50,000.activities,

or 3. B performs clerical and support activities
2. Covered executive branch official for A.
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4. B’s labor costs (excluding employee • Dues paid to another organization that were Example:
benefits) in support of A’s activities are used to lobby. • Membership dues: $100,000 for the 2004
$15,000. reporting year,In-house expenditures include:

5. Allocable third-party costs are $100,000. • Organization’s timely notices to members—• Salaries, and
25% of membership dues nondeductible, and• Other expenses of the organization’s officialsIf Y Organization uses the gross-up method

and staff (including amounts paid or incurred • Line 85e entry—$25,000.to allocate its lobbying costs, Y multiplies 175%
for the planning of legislative activities).times its basic labor costs (excluding employee

Line 85f—Taxable lobbying andbenefits) for all of the lobbying of its personnel In-house expenditures do not include:
political expendituresand adds its allocable third-party lobbying • Any payments to other taxpayers engaged in

costs as follows: The taxable amount reportable on line 85f islobbying or political activities as a trade or
the amount of dues, etc.:business.

175% × $65,000 + $100,000 = $213,750 • Any dues paid to another organization that 1. Allocable to the 2004 reporting year,
are allocable to lobbying or political activities.Basic lobbying labor Allocable Costs allocable and

costs of A + B third-party costs to lobbying 2. Attributable to lobbying and politicalactivities Line 85c—Dues, assessments, and
expenditures that the organization did notsimilar amounts receivedIf Y Organization uses the alternative timely notify its members were nondeductible.

gross-up method to allocate its lobbying costs, Enter the total dues, assessments, and similar
Y multiplies 225% times its basic labor costs amounts allocable to the 2004 reporting year. If the amount on line 85c (dues, etc.) is(excluding employee benefits) for all of the

greater than the amount on line 85d (lobbyingThe term “dues” means the amount thelobbying hours of its “lobbying personnel” and
& political expenses), then:organization requires a member to pay in orderadds its third-party lobbying costs as follows:

to be recognized as a member.
225% × $50,000 +  $100,000 = $212,500 Line 85d (lobbying & political expenses)Payments that are similar to dues include:

LessBasic lobbying labor Allocable Costs allocable 1. Members’ voluntary payments,
costs of A third-party costs to lobbying

2. Assessments to cover basic operating Line 85e (dues shown in notices)activities
costs, and

EqualsSection 263A cost allocation method. The 3. Special assessments to conduct
examples that demonstrate this method are lobbying and political activities. Line 85f (taxable lobbying & political expenses)
found in Regulations section 1.162-28(f).

If the amount on line 85c (dues, etc.) is less
Line 85d—Lobbying and politicalLine 85a—Section 6033(e)(3) than the amount on line 85d (lobbying &
expenditures political expenses), then:exception for nondeductible dues
Include on line 85d the total amount ofIf your organization meets any of the criteria of
expenses paid or incurred during the 2004 Line 85c (dues, etc.)Exception 1 in the line 85 instructions, answer
reporting year in connection with: Less“Yes” to question 85a. By doing so, you are

1. Influencing legislation;declaring that substantially all of the Line 85e (dues shown in notices)2. Participating or intervening in anyorganization’s membership dues were
political campaign on behalf of (or in oppositionnondeductible. Skip lines 85b through 85h. Equals
to) any candidate for any public office;Line 85b—In-house lobbying  Line 85f (taxable lobbying & political3. Attempting to influence any segment of

expenditures expenses), andthe general public with respect to elections,
An organization is exempt from the notice, legislative matters, or referendums; or
reporting, and proxy tax liability rules of section 4. Communicating directly with a covered Line 85d (lobbying & political expenses)
6033(e) if it meets Exception 2, the $2,000 executive branch official in an attempt to Less
in-house lobbying exception. Both exceptions influence the official actions or positions of

Line 85c (dues, etc.)are discussed in the instructions for line 85. such official.
An organization should answer “Yes” to Equals

Also include on line 85d:question 85b if it met all of the requirements of
The excess amount to be carried over to the1. Excess lobbying and politicalException 2. Skip lines 85c through 85h.
following tax year and reported on line 85dexpenditures carried over from the precedingIf the organization’s in-house direct (lobbying & political expenses), or itstax year.lobbying expenditures during the 2004

equivalent, on the year 2005 Form 990.2. An amount equal to the taxable lobbyingreporting year were $2,000 or less, but the
and political expenditures reported on line 85forganization also paid or incurred other
for the preceding tax year, if the organization See Examples given below.lobbying or political expenditures during the
received a waiver of the proxy tax imposed on2004 reporting year, or received a waiver for
that amount. Lines 85g and 85h—Proxy tax andproxy tax owed for the prior year, it should

waiversanswer “No” to question 85b and complete Do not include:lines 85c through 85h. However, the $2,000 or An organization must pay the section 6033(e)
1. Any direct lobbying of any local councilless of in-house direct lobbying expenditures proxy tax on the amount reported on line 85f

or similar governing body with respect toshould not be included in the total on line 85d. unless it has the option to check “Yes” on line
legislation of direct interest to the organization 85h.Definitions. or its members.

Grassroots lobbying refers to attempts to 2. In-house direct lobbying expenditures, if If the amount on line 85f is zero, or less thaninfluence any segment of the general public the total of such expenditures is $2,000 or less zero, enter on:regarding legislative matters or referendums. (excluding allocable overhead). Line 85g N/A
3. Political expenditures for which theDirect lobbying includes attempting to

Line 85h N/Asection 527 tax has been paid (on Forminfluence:
1120-POL).• Legislation through communication with

legislators and other government officials, and If the organization sent dues notices to its• Reduce the current year’s lobbying• The official actions or positions of covered members at the time of assessment orexpenditures, but not below zero, by costsexecutive branch officials through direct previously allocated in a prior year to lobbying payment of dues that reasonably estimated thecommunication. activities that were cancelled after a return dues allocable to the nondeductible lobbying
Direct lobbying does not include reporting those costs was filed. and political expenditures reported on line 85d,

attempting to influence: • Carry forward any amounts not used as a enter on:• Any local council on legislation of direct reduction to subsequent years. Line 85g Nointerest to the organization or its members, and
Line 85h YesLine 85e—Dues declared• The general public regarding legislative

matters (grassroots lobbying). nondeductible in notices to members Include the amount from the 2004 Form 990,
Other lobbying includes: Enter the total amount of dues, etc., allocable line 85f, on the year 2005 Form 990, line 85d,

• Grassroots lobbying, to the 2004 reporting year that members were or its equivalent.
• Foreign lobbying, notified were nondeductible under section
• Third-party lobbying, and 162(e).
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paid or incurred in the 2005 reporting year and sole purpose of meeting losses and expenses.
reportable on line 85d (or the equivalent line) of For purposes of section 501(c)(12), the termIf the organization did not send these dues
the year 2005 Form 990. “gross income” means gross receipts withoutnotices, enter on:

reduction for any cost of goods sold.See the instructions for lines 85g and 85hLine 85g Yes
for the treatment of the $300. For a mutual or cooperative electric orLine 85h No

telephone company, “gross income” does notLine 86—Section 501(c)(7)Report the proxy tax on Form 990-T. include amounts received or accrued asorganizations “qualified pole rentals.”
Gross receipts test. A section 501(c)(7)Underreporting of lobbying expenses. An For a mutual or cooperative telephone
organization may receive up to 35% of itsorganization is subject to the proxy tax for the company, “gross income” also does not include
gross receipts, including investment income,2004 reporting year for underreported lobbying amounts received or accrued either from
from sources outside its membership andand political expenses only to the extent that another telephone company for completing
remain tax-exempt. Part of the 35% (up to 15%these expenses (if actually reported) would long distance calls to or from or between the
of gross receipts) may be from public use of ahave resulted in a proxy tax liability for that telephone company’s members, or from the
social club’s facilities.year. A waiver of proxy tax for the tax year only sale of display listings in a directory furnished

applies to reported expenditures. to the telephone company’s members.Gross receipts are the club’s income from
its usual activities and include:An organization that underreports its Line 88• Charges,lobbying and political expenses is also subject Answer “Yes” to this question if at any time• Admissions,to the section 6652(c) daily penalty for filing an during the year, the organization owned a 50%• Membership fees,incomplete or inaccurate return. or greater interest in a taxable corporation or• Dues,

partnership or an entity disregarded as• Assessments, andExamples
separate from the organization under• Investment income (such as dividends, Organizations A and B: Regulations sections 301.7701-2 andrents, and similar receipts), and normal

1. Reported on the calendar year basis. 301.7701-3. If an organization answers “Yes”recurring capital gains on investments.
2. Incurred only grassroots lobbying on line 88, complete Part IX, Information

Gross receipts do not include:expenses (did not qualify for the under $2,000 Regarding Taxable Subsidiaries and• Capital contributions (see Regulationsin-house lobbying exception (de minimis rule)). Disregarded Entities.
section 1.118-1),3. Allocated dues to the tax year in which

Line 89a—Section 501(c)(3)• Initiation fees, orreceived.
organizations: Disclosure of excise• Unusual amounts of income (such as the

For Organization A—Dues, assessments, sale of the clubhouse). taxes imposed under section 4911,
and similar amounts received in 2004 were 4912, or 4955College fraternities or sororities or othergreater than its lobbying expenses for 2004. Section 501(c)(3) organizations must discloseorganizations that charge membership

any excise tax imposed during the year underinitiation fees, but not annual dues, doWorkpapers (for 2004 Form 990) — CAUTION
!

Organization A section 4911 (excess lobbying expenditures),include initiation fees in their gross receipts.
4912 (disqualifying lobbying expenditures), or,1. Total dues, assessments, etc.,  If the 35% and 15% limits do not affect the
unless abated, 4955 (political expenditures).received . . . . . . . . . . . . . . . . . . $800 club’s exempt status, include the income
See sections 4962 and 6033(b).shown on line 86b on the club’s Form 990-T.2. Lobbying expenses paid or incurred $600

Line 89b—Section 501(c)(3) andInvestment income earned by a section3. Less: Total nondeductible amount of
501(c)(7) organization is not tax-exemptdues notices . . . . . . . . . . . . . . . 100 100 501(c)(4) organizations: Disclosure of
income unless it is set aside for: section 4958 excess benefit4. (Subtract line 3 from both lines 1 and • Religious,2) . . . . . . . . . . . . . . . . . . . . . $700 $500 transactions and excise taxes• Charitable, Sections 6033(b) and 6033(f) require section5. Taxable amount of lobbying expenses • Scientific,

(smaller of the two amounts on line 4) $500 501(c)(3) and (4) organizations to report the• Literary, amount of taxes imposed under section 4958The amounts on lines 1, 2, 3, and 5 of • Educational purposes, or (excess benefit transactions) involving thethe workpapers were entered on lines • Prevention of cruelty to children or animals. organization, unless abated, as well as any85c through 85f of the 2004 Form 990.
TIP

 If the combined amount of an other information the Secretary may require
Because dues, etc., received were greater organization’s gross investment income (that is concerning those transactions. See General

than lobbying expenses, there is no carryover not set aside for charitable purposes) and other Instruction P for a discussion of excess benefit
of excess lobbying expenses to line 85d of the unrelated business income exceeds $1,000, it transactions.
year 2005 Form 990. must report the investment income and other

Attach a statement describing any excessunrelated business income on Form 990-T.See the instructions for lines 85g and 85h benefit transaction, the disqualified person or
for the treatment of the $500. Nondiscrimination policy. A section persons involved, and whether or not the

501(c)(7) organization is not exempt fromFor Organization B—Dues, assessments, excess benefit transaction was corrected.
income tax if any written policy statement,and similar amounts received in 2004 were

Line 89c—Taxes imposed onincluding the governing instrument and bylaws,less than its lobbying expenses for 2004.
allows discrimination on the basis of race, organization managers or disqualified

Workpapers (for 2004 Form 990) — color, or religion. persons
Organization B

However, section 501(i) allows social clubs For line 89c, enter the amount of taxes
1. Total dues, assessments, etc., to retain their exemption under section imposed on organization managers orreceived . . . . . . . . . . . . . . . . . . $400 501(c)(7) even though their membership is disqualified persons under sections 4912,
2. Lobbying expenses paid or incurred $600 limited (in writing) to members of a particular 4955, and 4958, unless abated.

religion, if the social club:3. Less: Total nondeductible amount of Line 89d—Taxes reimbursed by thedues notices . . . . . . . . . . . . . . . 100 100 1. Is an auxiliary of a fraternal beneficiary organizationsociety exempt under section 501(c)(8), and4. (Subtract line 3 from both lines 1 and
For line 89d, enter the amount of tax on line2. Limits its membership to the members2) . . . . . . . . . . . . . . . . . . . . . $300 $500
89c that was reimbursed by the organization.of a particular religion; or the membership5. Taxable amount of lobbying expenses Any reimbursement of the excise tax liability oflimitation is:(smaller of the two amounts on line 4) $300
a disqualified person or organization managera. A good-faith attempt to further the
will be treated as an excess benefit unless (1)teachings or principles of that religion, andThe amounts on lines 1, 2, 3, and 5 of the organization treats the reimbursement asb. Not intended to exclude individuals of athe workpapers were entered on lines compensation during the year theparticular race or color.85c through 85f of the 2004 Form 990.

TIP
reimbursement is made, and (2) the total

Because dues, etc., received were less compensation to that person, including theLine 87—Section 501(c)(12)than lobbying expenses, excess lobbying reimbursement, is reasonable.organizationsexpenses of $200 must be carried forward to
Line 90a—List of statesline 85d of the year 2005 Form 990 (excess of One of the requirements that an organization

$600 of lobbying expenses over $400 dues, must meet to qualify under section 501(c)(12) List each state with which the organization is
etc., received). The $200 will be included along is that at least 85% of its gross income consists filing a copy of this return in full or partial
with the other lobbying and political expenses of amounts collected from members for the satisfaction of state filing requirements.
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The codes for unrelated business distinction between government grants thatLine 90b—Number of employees
activity have been revised. Use the represent contributions and payments fromEnter the number of employees on your payroll
codes shown in the 2004 Instructions government agencies for a service, product, orCAUTION

!
during the pay period including March 12,

for Form 990-T. facility that primarily benefited the government2004, as shown on your Form 941 or Form 943
agencies.(January-March calendar quarter return only). Column (B)

Do not include household employees, persons Report on line 2 of Part I (program serviceIn column (B), enter any revenue received fromwho received no pay during the pay period, revenue) the sum of the entries in columns (B),activities unrelated to the exempt purpose ofpensioners, or members of the Armed Forces. (D), and (E) for lines 93(a) through (g).the organization. See the Instructions for Form
990-T and Pub. 598 for a discussion of what isLine 92—Section 4947(a)(1) Lines 94 through 96—Dues,unrelated business income. If you enter annonexempt charitable trusts assessments, interest, and dividendsamount in column (B), then you must enter a

Section 4947(a)(1) nonexempt charitable trusts In the appropriate columns, report the revenuebusiness code in column (A).
that file Form 990 instead of Form 1041 must received for these line items. General

Column (C)complete this line. The trust should include instructions for lines 94 through 96 are given in
exempt-interest dividends received from a In column (C), enter an exclusion code from the instructions for Part I, lines 3 through 5.
mutual fund or other regulated investment the Exclusion Codes list on the last page of the

Lines 97 and 98—Rental income (loss)company as well as tax-exempt interest Specific Instructions for Form 990 to identify
received directly. any revenue excludable from unrelated Report net rental income from investment

business income. If more than one exclusion property on these lines. Also report here rental
code applies to a particular revenue item, use income from unaffiliated exempt organizations.

Part VII—Analysis of the lowest numbered exclusion code that Report rental income, however, from an
applies. If nontaxable revenues from several exempt function (program service) on line 93.Income-Producing Activities
sources are reportable on the same line in Refer to the instructions for Part I, line 6. APolitical organizations described in section 527 column (D), use the exclusion code that more detailed discussion of rental income isare not required to complete this Part. applies to the largest revenue source. If the list given in the Instructions for Form 990-T and
of exclusion codes does not include an item ofAn organization is exempt from income Pub. 598.
revenue that is excludable from unrelatedtaxes only if its primary purpose is to engage in

Rents from real property are usuallybusiness income, enter that item in column (E)the type of activity for which it claims
excluded in computing unrelated businessand see the instructions for column (E).exemption.
taxable income, as are incidental amounts

Column (D) (10% or less) of rental income from personalAn exempt organization is subject to a tax
property leased with real property (mixedon unrelated business taxable income if such For column (D), identify any revenue received
lease). In a mixed lease where the rentincome is from a trade or business that is that is excludable from unrelated business
attributable to personal property is more thanregularly carried on by the organization and is income. If you enter an amount in column (D),
50% of the total rent, neither rent from real ornot substantially related to the organization’s you must enter an exclusion code in
personal property is excluded from unrelatedperformance of its exempt purpose or function. column (C).
business taxable income. The exclusion alsoGenerally, a tax-exempt organization with

Column (E) does not apply when the real or personalgross income of $1,000 or more for the year
For column (E), report any revenue from property rentals depend wholly or partly on thefrom an unrelated trade or business must file
activities related to the organization’s exempt income or profits from leased property, otherForm 990-T and pay any tax due.
purpose; (i.e., income received from activities than an amount based on a fixed percentage

In Part VII, show whether revenue, also that form the basis of the organization’s or percentage of gross receipts or sales.
reportable on lines 2 through 11 of Part I, was exemption from taxation). Also report here any

The rental exclusion from unrelatedreceived from activities related to the revenue that is excludable from gross income
business taxable income does not apply toorganization’s purpose or activities unrelated to other than by Code section 512, 513, or 514,
debt-financed real property. In general,its exempt purpose. Enter gross amounts such as interest on state and local bonds that
debt-financed property is any property that theunless indicated otherwise. Show also any is excluded from tax by section 103. Explain in
organization finances by debt and holds torevenue excludable from the definition of Part VIII how any amount reported in column
produce income instead of for exemptunrelated business taxable income. (E) related to the accomplishment of the
purposes. An exempt organization’s incomeorganization’s exempt purposes.The sum of amounts entered in columns from debt-financed property is treated as

(B), (D), and (E) for lines 93 through 103 of Lines 93(a) through (g)—Program unrelated business taxable income and is
Part VII should match amounts entered for subject to tax in the same proportion as theservice revenue
correlating lines 2 through 11 of Part I. Use the property remains financed by the debt. IfList the organization’s revenue-producingfollowing table to verify the relationship of Part substantially all (85% or more) of any propertyprogram service activities on these lines.VII with Part I. is used for an organization’s exempt purposes,Program service activities are primarily those

the property is not treated as debt-financedthat form the basis of an organization’sContributions that are reportable on property. The rules for debt-financed propertyexemption from tax. Enter in the appropriatelines 1a through 1d of Part I are not do not apply to rents from personal property.columns, gross revenue from each programreportable in Part VII.
TIP

service activity and the business and exclusion Lines 99 through 102
codes that identify this revenue. See theAmounts in Part VII Correspond to In the appropriate columns, report the revenueexplanation of program service revenue in theon Line Amounts in Part received for these line items. Generalinstructions for Part I, line 2. For 501(c)(15)I on Line

instructions for lines 99 through 102 are givenreporting of insurance premiums received,
 93(a) through (g) . . . . . . . . . . . . . . . . . . 2 in the instructions for Part I, lines 7 through 10.refer to instructions for Part I, Line 2. 94 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3
 95 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 Lines 103(a) through (e)—OtherLine 93(f)—Medicare and Medicaid
 96 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 revenuepayments
 97 and 98 . . . . . . . . . . . . . . . . . . . . . . . 6c List any “Other revenue” activity on these lines.Enter the revenue received from Medicare and 99 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

These activities are discussed in theMedicaid payments. See the Examples of100 . . . . . . . . . . . . . . . . . . . . . . . . . . . 8d
instructions for line 11, Part I. In theprogram service revenue in the instructions for101 . . . . . . . . . . . . . . . . . . . . . . . . . . . 9c
appropriate columns, enter the revenuePart I, line 2.102 . . . . . . . . . . . . . . . . . . . . . . . . . . . 10c
received from these activities. Select103(a) through (e) . . . . . . . . . . . . . . . . . . 11 Line 93(g)—Fees and contracts from applicable business and exclusion codes.105 (plus line 1d, Part I) . . . . . . . . . . . . . . 12 government agencies Report as “Other revenue,” on line 11 of Part I,
the total revenue entered in columns (B), (D),In the appropriate columns, enter grossCompleting Part VII and (E) for lines 103(a) through (e).revenue earned from fees and contract

payments by government agencies for a
Column (A) Line 105—Totalservice, facility, or product that benefited the
In column (A), identify any unrelated business government agency primarily, either Enter the total revenue reported on line 104 for
income reportable in column (B) by selecting a economically or physically. Do not include columns (B), (D), and (E). The amount
business code from the Codes for Unrelated government grants that enabled your reported on line 105, plus the amount on line
Business Activity in the 2004 Instructions for organization to benefit the public directly and 1d of Part I, should equal the amount entered
Form 990-T. primarily. See Part I, line 1c instructions for the for “Total revenue” on line 12 of Part I.
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students’ training and related to the exempt return, enter in Column (D) the amount on line
Part VIII—Relationship of purpose of the organization. 12, Total revenue, that is attributable to the

disregarded entity. Enter in Column (E) theActivities to the Accomplishment Because M also reported interest from state
amount on line 59, Total assets, Column (B),bonds in column (E) of Part VII, M explained inof Exempt Purposes that is attributable to the disregarded entity.Part VIII that such interest was excluded fromTo explain how an amount entered in Part VII,

gross income by Code section 103.column (E), was related or exempt function
income, show the line number of the amount in If you need additional space, see Part X—Information Regardingcolumn (E) and give a brief description of how Attachments in General Instruction W.

Transfers Associated Withthe activity reported in column (E) specifically
contributed to the accomplishment of the Personal Benefit ContractsPart IX—Information Regardingorganization’s exempt purposes (other than by See General Instruction V which alsoproviding funds for such purposes). Activities Taxable Subsidiaries and discusses the reporting requirements for thisthat generate exempt-function income are Part.Disregarded Entitiesactivities that form the basis of the
organization’s exemption from tax. Column (A). Enter the name, address, and If, in connection with any transfer of funds

EIN of each taxable corporation or partnershipAlso give the line number and an to a charitable organization, the organization
and each disregarded entity in which theexplanation for any income entered in column directly or indirectly pays premiums on any
organization held a 50% or greater interest at(E) that is specifically excluded from gross personal benefit contract, or there is an
any time during the year. If a disregarded entityincome other than by Code sections 512, 513, understanding or expectation that any person
does not have its own EIN, state that it usesor 514. If no amount is entered in column (E), will directly or indirectly pay such premiums,
the organization’s EIN.do not complete Part VIII. the organization must report the premiums it

Example. M, an organization described in Columns (D) and (E). Enter the corporation’s paid and the premiums paid by others, but
section 501(c)(3), operates a school for the or partnership’s total income and end-of-year treated as paid by the organization, on Form
performing arts. Admission is charged at total assets as reported on each entity’s federal 8870. The organization must report and pay an
student performances. M reported admission tax return for the year ending within the year excise tax, equal to premiums paid, on Form
income in column (E) of Part VII and explained covered by the parent organization’s Form 990. 4720.
in Part VIII that performances before an Since the financial information of a disregarded
audience were an essential part of the entity is reported on its parent organization’s
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Exclusion Codes

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

16—

General Exceptions

Debt-financed Income
Income exempt from debt-financed
(section 514) provisions because at least

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

01—

30—

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

02—

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

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

31—

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

03—

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

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

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

32—

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

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

04—

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

33—

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

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

34—

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

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

05—

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

35—

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

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

06—

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

36—

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

37—

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

07—

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

24—

Income from hospital services described in
section 513(e)

08—

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

09—
Social Clubs and VEBAs

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

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

10—

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

38—

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

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

11—

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

12—

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

27—

Special Rules

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

13—

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

39—

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

28—

Trade or Business
41— Gross income from an unrelated activity

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

Modifications and Exclusions
14—

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

29—

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

15—

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

40— Annual dues not exceeding $124 (subject
to inflation) paid to a section 501(c)(5)
agricultural or horticultural organization
(section 512(d))

85% of the use of the property is for the
organization’s exempt purposes (Note:
This code is only for income from the
15% or less non-exempt purpose use.)
(section 514(b)(1)(A))

Other
42— Receipt of qualified sponsorship

payments described in section 513(i)
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Application pending. If the organization’s Item G—Accounting method
application for exemption is pending, check this Indicate the method of accounting used inSpecific Instructions for box and complete the return. preparing this return. See General

Instruction G.Form 990-EZ Item C—Name and address
See also the General Instructions that apply to If we mailed the organization a Form 990
both Form 990 and Form 990-EZ. Item H—Schedule B (Form 990,Package with a preaddressed mailing label,

990-EZ, or 990-PF)attach the label in the name and addressContents Page
space on the organization’s return. Using the Whether or not the organization enters any

Completing the Heading of Form 990-EZ . . . 36 label helps us avoid errors in processing the amount on line 1 of Form 990-EZ, the
return. If any information on the label is wrong, organization must either check the box in itemPart I—Revenue, Expenses, and Changes in
draw a line through that part and correct it. H or attach Schedule B (Form 990, 990-EZ, orNet Assets . . . . . . . . . . . . . . . . . . . . . . 37

990-PF). Failure to either check the box in itemIf the organization operates under a namePart II—Balance Sheets . . . . . . . . . . . . . 40 H or file Schedule B (Form 990, 990-EZ, ordifferent from its legal name, give the legal
990-PF) will result in a determination that thePart III—Statement of Program Service name of the organization but identify its
return is incomplete. See the instructions forAccomplishments . . . . . . . . . . . . . . . . . . 41 alternate name, after the legal name, by writing
Schedule B (Form 990, 990-EZ, or 990-PF),‘‘aka’’ (also known as) and the alternate namePart IV—List of Officers, Directors, Trustees, Schedule of Contributors, for more information.of the organization. However, if theand Key Employees . . . . . . . . . . . . . . . . 41

organization has changed its name, follow the
Part V—Other Information . . . . . . . . . . . . 42 instructions for Name change in Item B— “Contributor” includes individuals,

Checkboxes. fiduciaries, partnerships, corporations,
associations, trusts, and exempt

TIP
Include the suite, room, or other unitCompleting the Heading of Form organizations.number after the street address. If the Post

990-EZ Office does not deliver mail to the street
address and the organization has a P.O. box,The instructions that follow are keyed to items
show the box number instead of the streetin the heading for Form 990-EZ. Guidelines for meeting the schedule of
address. contributor requirements of Schedule BItem A—Accounting period

(Form 990, 990-EZ, or 990-PF) If the organization receives its mail in careUse the 2004 Form 990-EZ to report on a
of a third party (such as an accountant or ancalendar year accounting period beginning
attorney), enter on the street address line Section 501(c)(3) org., meeting the 1/3January 1, 2004, and ending December 31,
“C/O” followed by the third party’s name and support test of 170(b)(1)(A)2004.
street address or P.O. box.

Use the 2004 Form 990-EZ to report on an
A section 501(c)(3) organization thatFor foreign addresses, enter information inaccounting period other than a calendar year
met the 1/3 support test of thethe following order: City, province or state, and(either a fiscal year that began in 2004 or a
regulations under 509(a)(1)/the name of the country. Follow the foreignshort period (less than 12 months) that began

If . . . 170(b)(1)(A) did not receive acountry’s practice in placing the postal code inin 2004). You must show the month and day in
the address. Please do not abbreviate the contribution of the greater of $5,0002004 that your fiscal year began, or the short
country name. or 2% of the amount on line 1 ofperiod began. You must also show the day,

month, and year your fiscal year or short period Form 990-EZ, from any oneIf a change of address occurs after the
ended. See General Instruction G. contributor,*return is filed, use Form 8822 to notify the IRS

of the new address.Item B—Checkboxes Then . .
The organization should check theAddress change, name change, and initial Item D—Employer identification
box in item H to certify that it is notreturn. Check the appropriate box if the number
required to attach Schedule B (Formorganization changed its address since it filed The organization should have only one federal 990, 990-EZ, or 990-PF).its previous return, or if this is the first time the employer identification number (EIN). If theorganization is filing either a Form 990 or a Otherwiseorganization has more than one EIN and hasForm 990-EZ. not been advised which to use, notify the Complete and attach Schedule B

If the tax-exempt organization has changed Internal Revenue Service Center, Ogden, UT (Form 990, 990-EZ, or 990-PF).
its name, attach the following documents: 84201-0027. State what numbers the

Section 501(c)(7), (8), or (10) organizationorganization has, the name and address to
which each number was assigned, and theIF the THEN attach these documents. .
address of its principal office. The IRS will A section 501(c)(7), (8), or (10)organization
advise the organization which number to use.is . . . organization did not receive any

contribution or bequest for use
A section 501(c)(9) voluntary exclusively for religious, charitable,A corporation An amendment to the articles of
employees’ beneficiary associationincorporation with proof of filing scientific, literary, or educationalmust use its own EIN and not the EIN If . . .CAUTION

!
with the state of incorporation. purposes, or the prevention ofof its sponsor.

cruelty to children or animals (and
A trust An amendment to the trust did not receive any noncharitableItem E—Telephone number

agreement signed by the trustee. contributions of $5,000 or more asEnter a telephone number of the organization
described below under generalthat members of the public and government
rule),An association An amendment to the articles of regulators may use during normal business

association, constitution, bylaws, hours to obtain information about the Then . .or other organizing document, organization’s finances and activities. If the The organization should check thealong with signatures of at least organization does not have a telephone box in item H to certify that it is nottwo officers/members. number, enter the telephone number of an
required to attach Schedule B (Formorganization official who can provide such
990, 990-EZ, or 990-PF).information.Final return and amended return.

Organizations should file final returns when OtherwiseItem F—Group exemption numberthey cease to be section 501(a) organizations Complete and attach Schedule B
The group exemption number (GEN) is aor section 527 organizations; for example, (Form 990, 990-EZ, or 990-PF).
number assigned by the IRS to the central/when they cease operations and dissolve. See
parent organization of a group that has a group All other Form 990 or Form 990-EZthe instructions for line 36 that discuss
ruling. organizations (general rule)liquidations, dissolutions, terminations, or

substantial contractions. If the organization is covered by a group
The organization did not show asIf the return is an amended return, check exemption letter, enter the four-digit group

If . . . part of line 1 of the Form 990-EZ, athe box. There are amended return exemption number. Contact the central/parent
contribution of $5,000 or more fromrequirements when filing with a state. See organization if you are unsure of the GEN
any one contributor,*General Instructions E and J. assigned.
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organizations, or raised by an outside the entire amount received for such benefits as
Then . . professional fundraiser. a contribution on line 1. Report all related

The organization should check the • Report the value of noncash contributions at expenses on lines 12 through 16.
box in item H to certify that it is not the time of the donation. For example, report See General Instruction L for a definition ofrequired to attach Schedule B (Form the gross value of a donated car as of the time benefits that have a nominal or insubstantial990, 990-EZ, or 990-PF). the car was received as a donation. value.• Report all related expenses on lines 12Otherwise 3. Section 501(c)(3) organizations. Thesethrough 16. You must show on line 13Complete and attach Schedule B organizations must compute the amounts ofprofessional fundraising fees relating to the
(Form 990, 990-EZ, or 990-PF). revenue and contributions received fromgross amounts of contributions collected in the

* Total a contributor’s gifts of $1,000 or more to special events according to the abovecharity’s name by fundraisers.determine if a contributor gave $5,000 or more. Do instructions when preparing their Support
 Reporting for line 1, in accordance withnot include smaller gifts. Schedule in Part IV-A of Schedule A (Form 990

SFAS 116, Accounting for Contributions or 990-EZ).
Received and Contributions Made, isItem I—Website 4. Grants equivalent to contributions.acceptable for Form 990-EZ, or Form 990,Show the organization’s website address if a Grants made to encourage an organizationpurposes, but not required by the IRS.website is available. Otherwise, write ‘‘N/A’’ receiving the grant to carry on programs orHowever, see General Instruction E.(not applicable). Consider adding your email activities that further the grant recipient’s

An organization that receives a grant to beaddress to your website. exempt purposes are grants that are equivalent
paid in future years should, according to SFAS to contributions. Report them on line 1. TheItem J—Type of organization 116, report the grant’s present value on line 1. grantor may specify which of the recipient’s
Accruals of present value increments to theIf the organization is exempt under section activities the grant may be used for, such as an
unpaid grant should also be reported on line 1501(c), check the applicable box and insert, adoption program or a disaster relief project.
in future years.within the parentheses, the number that A grant is still equivalent to a contribution ifidentifies the type of section 501(c) 1. Contributions can arise from special the grant recipient performs a service, ororganization the filer is. See the chart in events when an excess payment is received produces a work product, that benefits theGeneral Instruction C. The term “section for items offered. Fundraising activities relate grantor incidentally (but see line 1, instruction501(c)(3)” includes organizations exempt under to soliciting and receiving contributions. B1, below).sections 501(e), (f), (k), and (n). Check the box However, special fundraising activities such as 5. Contributions received through otherif the organization is a section 527 political dinners, door-to-door sales of merchandise, fundraising organizations. Contributionsorganization. See General Instruction U. carnivals, and bingo games can produce both received indirectly from the public throughcontributions and revenue. Report as aIf the organization is a section 4947(a)(1) solicitation campaigns conducted by federatedcontribution, both on line 1 and on line 6anonexempt charitable trust, check the fundraising agencies (such as United Way) are(within the parentheses), any amount receivedapplicable box. Note also the discussion included on line 1.through such a “special event” that is greaterregarding Schedule A (Form 990 or 990-EZ)

6. Contributions received from associatedthan the fair market value (retail value) of theand Form 1041 in General Instruction D and
organizations. Include on line 1 amountsmerchandise or services furnished by thethe instructions for line 43.
contributed by other organizations closelyorganization to the contributor.

Item K—Gross receipts of $25,000 or associated with the reporting organization. This
This situation usually occurs when includes contributions received from a parentless organizations seek support from the public organization, subordinate, or anotherCheck this box if the organization’s gross through solicitation programs that are in part organization having the same parent.receipts are normally not more than $25,000. special events or activities and are in part

7. Contributions from a commercialHowever, if the organization received a Form solicitations for contributions. The primary
co-venture. Include amounts contributed by a990 Package, see General Instruction A and purpose of such solicitations is to receive
commercial co-venture on line 1. Thesethe discussion on gross receipts in General contributions and not to sell the merchandise at
contributions are amounts received by theInstruction B. its retail value even though this might produce
organization for allowing an outsidea profit.Item L—Calculating gross receipts organization (donor) or individual to use the

Example. An organization announces thatOnly those organizations with gross receipts of recipient organization’s name in a sales
anyone who contributes at least $40 to theless than $100,000 and total assets of less promotion campaign.
organization can choose to receive a bookthan $250,000 at the end of the year can use 8. Contributions or grants fromworth $16 retail value. A person who givesthe Form 990-EZ. If the organization does not governmental units. A grant, or other$40, and who chooses the book, is reallymeet these requirements, it must file Form 990. payment from a governmental unit, is treatedpurchasing the book for $16 and also making aThe organization’s gross receipts are the total as a grant equivalent to a contribution if itscontribution of $24. The contribution of $24,amount it received from all sources during its primary purpose is to enable the recipient towhich is the difference between the buyer’sannual accounting period, without subtracting provide a service to, or maintain a facility for,payment and the $16 retail value of the book,any costs or expenses. See the gross receipts the direct benefit of the public rather than towould be reported on line 1 and again on linediscussion in General Instruction B. serve the direct and immediate needs of the6a (within the parentheses). The revenue

grantor (even if the public pays part of thereceived ($16 retail value of the book) would
expense of providing the service or facility).be reported in the right-hand column on linePart I—Revenue, Expenses, and (See also line 1, instruction B1,  below.)6a. Any expenses directly relating to the sale ofChanges in Net Assets or Fund 9. Contributions in the form of membershipthe book would be reported on line 6b. Any

Balances dues. Include on line 1 membership dues andfundraising expenses relating to the
assessments to the extent they arecontribution of $24 would be reported on linesAll organizations filing Form 990-EZ with the
contributions and not payments for benefits12 through 16.IRS or any state must complete Part I. Some
received. (See line 3, instruction C1.)states that accept Form 990-EZ in place of If a contributor gives more than $40, that

their own forms may require additional person would be making a larger contribution, B. What is not included on line 1information. See General Instruction E. the difference between the book’s retail value
1. Grants that are payments for services areof $16 and the amount actually given. See alsoLine 1. Contributions, Gifts, Grants, not contributions. A grant is a payment forthe instructions for line 6 and Pub. 526.and Similar Amounts Received services, and not a contribution, when the

At the time of any solicitation or terms of the grant provide the grantor with a
payment, organizations that are eligible specific service, facility, or product, rather thanA. What is included on line 1
to receive tax-deductible contributions providing a benefit to the general public or thatCAUTION

!
• Report amounts received as voluntary

should advise patrons of the amount deductible part of the public served by the grant recipient.contributions; (i.e., payments, or the part of any
for federal tax purposes. See General The recipient organization would report such apayment, for which the payer (donor) does not
Instruction L. grant as income on line 2 (program servicereceive full retail value (fair market value) from

revenue).the recipient (donee) organization). 2. Contributions can arise from special
• Enter the gross amounts of contributions, events when items of only nominal value 2. Donations of services. Do not include the
gifts, grants, and bequests that the are given or offered. If an organization offers value of services donated to the organization,
organization received from individuals, trusts, goods or services of only nominal value or items such as the free use of materials,
corporations, estates, affiliates, foundations, through a special event, or distributes free, equipment, or facilities, as contributions on line
public charities, and other exempt unordered, low-cost items to patrons, report 1. However, for the optional reporting of such

-37-Specific Instructions for Form 990-EZ



Page 38 of 46 Instructions for Form 990 and Form 990-EZ 16:47 -  5-JAN-2005

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

amounts, see the instruction for donated rather than benefiting the public as a whole. 4. Other investment income. Include, for
services in Part III. See line 1, instruction A8, for reporting example, royalty income from mineral interests

guidelines when payments are received from a owned by the organization.Any unreimbursed expenses of officers,
government agency for providing a service,employees, or volunteers do not belong on the B. What is not included on line 4facility, or product for the primary benefit of theForm 990 or Form 990-EZ. See the instructions

1. Capital gains dividends and unrealizedgeneral public.for charitable contributions and employee
gains and losses. Do not include on this linebusiness expenses in Pub. 526 and 463, Line 3—Membership Dues and any capital gains dividends. They are reportedrespectively. Assessments on line 5. Also do not include unrealized gains

3. Section 501(c)(9), (17), and (18) and losses on investments carried at marketEnter members’ and affiliates’ dues andorganizations. These organizations provide value. See the instructions for line 20.assessments that are not contributions. Seeparticipants with life, sickness, accident, also General Instruction L. 2. Exempt function revenue (programwelfare and unemployment insurance, service). Do not include on line 4 amountspension(s), or similar benefits, or a A. What is included on line 3 that represent income from an exempt functioncombination of these benefits. When such an (program service). Report these amounts on1. Dues and assessments received thatorganization receives payments from line 2 as program service revenue. Reportcompare reasonably with the benefits ofparticipants, or their employers, to provide expenses related to this income on lines 12membership. When the organization receivesthese benefits, report the payments on line 2 through 16.dues and assessments that compareas program service revenue, rather than on
reasonably with membership benefits, report An organization whose exempt purpose isline 1 as contributions.
such dues and assessments on line 3. to provide low-rental housing to persons with

C. How to value noncash contributions low income receives exempt function income2. Organizations that generally match dues
from such rentals. An organization receivesSee General Instruction L and Schedule B and benefits. Organizations described in
exempt function income if it rents or sublets(Form 990, 990-EZ, or 990-PF). section 501(c)(5), (6), or (7) generally provide
rental space to a tenant whose activities arebenefits with a reasonable relationship to dues,D. Schedule of contributors related to the reporting organization’s exemptalthough benefits to members may be indirect.Attach Schedule B (Form 990, 990-EZ, or purpose. Exempt function income also arises

990-PF). See General Instruction L and the when an organization rents to an unaffiliatedB. Examples of membership benefits
Specific Instructions for Completing the exempt organization at less than fair rentalThese include subscriptions to publications;Heading of Form 990-EZ, Item H. value for the purpose of helping thatnewsletters (other than one about the

unaffiliated organization carry out its exemptorganization’s activities only); free orLine 2—Program Service Revenue
purpose. Report rental income received inreduced-rate admissions to events theIncluding Medicare, Medicaid these instances on line 2 and not on line 4.organization sponsors; use of its facilities; andPayments, and Government Fees and

Only for purposes of completing this return,discounts on articles or services that bothContracts treat income from renting property to affiliatedmembers and nonmembers can buy. In figuring
Enter the total program service revenue exempt organizations as exempt functionthe value of membership benefits, disregard
(exempt function income). Program services income and include such income on line 2 assuch intangible benefits as the right to attend
are primarily those that form the basis of an program service revenue.meetings, vote, or hold office in the
organization’s exemption from tax. organization, and the distinction of being a Lines 5a–c—Gains (or Losses) From
1. Examples. A clinic would include on line 2 member of the organization. Sale of Assets Other Than Inventoryall of its charges for medical services (whether

C. What is not included on line 3to be paid directly by the patients or through
A. What is included on line 5Medicare, Medicaid, or other third-party 1. Dues or assessments received that

reimbursement), laboratory fees, and related Report on line 5a all sales of securities andexceed the value of available membership
charges for services. sales of all other types of investments (such asbenefits. Whether or not membership benefits

real estate, royalty interests, or partnershipare used, dues received by an organization, toProgram service revenue also includes
interests) as well as sales of all otherthe extent they exceed the monetary value oftuition received by a school; revenue from
noninventory assets (such as program-relatedthe membership benefits available to the duesadmissions to a concert or other performing
investments and fixed assets used by thepayer, are a contribution that should bearts event or to a museum; royalties received
organization in its related and unrelatedreported on line 1.as author of an educational publication
activities).distributed by a commercial publisher; 2. Dues received primarily for the Total the cost or other basis (lesspayments received by a section 501(c)(9) organization’s support. If a member pays depreciation) and selling expenses and enterorganization from participants or employers of dues primarily to support the organization’s the result on line 5b. On line 5c, enter the netparticipants for health and welfare benefits activities, and not to obtain benefits of more gain or loss. Report capital gains dividends, thecoverage; and registration fees received in than nominal monetary value, those dues are a organization’s share of capital gains and lossesconnection with a meeting or convention. contribution to the organization includible on from a partnership, and capital gains2. Program-related investment income. line 1. distributions from trusts on lines 5a and 5c.Program service revenue also includes income
Indicate the source on the schedule describedLine 4—Investment Incomefrom program-related investments. These
below.investments are made primarily to accomplish

For this return, you may use the morean exempt purpose of the investing A. What is included on line 4
convenient way to figure the organization’sorganization rather than to produce income.

1. Interest on savings and temporary cash gain or loss from sales of securities byExamples are scholarship loans and
investments. Include the amount of interest comparing the sales price with thelow-interest loans to charitable organizations,
received from interest-bearing checking average-cost basis of the particular securityindigents, or victims of a disaster. Rental
accounts, savings, and temporary cash sold. However, generally, the average-costincome received from an exempt function is
investments, such as money market funds, basis is not used to figure the gain or loss fromanother example of program-related
commercial paper, certificates of deposit, and sales of securities reportable on Form 990-T.investment income. See also the instructions
U.S. Treasury bills or other governmentalfor line 4. B. What is not included on line 5obligations that mature in less than 1 year.

3. Unrelated trade or business activities. Do not include on line 5 any unrealized gainsSo-called dividends or earnings received from
Unrelated trade or business activities (not or losses on securities that are carried in themutual savings banks, money market funds,
including any special events or activities) that books of account at market value. See theetc., are actually interest and should be
generate fees for services may also be instructions for line 20.included on this line.
program service activities. A social club, for

C. Attached schedule2. Dividends and interest from securities.example, should report as program service
Include the amount of dividend and interestrevenue the fees it charges both members and 1. Nonpublicly traded securities andincome from equity and debt securities (stocksnonmembers for the use of its tennis courts noninventory items. Attach a schedule toand bonds) on this line. Include amountsand golf course. show the sale or exchange of nonpubliclyreceived from payments on securities loans, as4. Government fees and contracts. Program traded securities and the sale or exchange ofdefined in section 512(a)(5).service revenue includes income earned by the other assets that are not inventory items. The

organization for providing a government 3. Gross rents. Include gross rental income schedule should show security transactions
agency with a service, facility, or product that received during the year from investment separately from the sale of other assets. Show
benefited that government agency directly property. for these assets:
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• Date acquired and how acquired, Example. At a special event, an An example of this schedule of special
• Date sold and to whom sold, organization received $100 in gross receipts events might appear in columnar form as
• Gross sales price, for goods valued at $40. The organization follows:
• Cost, other basis, or if donated, value at time entered gross revenue of $40 on line 6a and Special Events (and the (A) (B) (C) All Total
acquired (state which), entered a contribution of $60 on both line 1 and number of occasions that # # # Other
• Expense of sale and cost of improvements within the parentheses on line 6a. The the event occurred):
made after acquisition, and contribution was the difference between the Gross Receipts $xx $xx $xx $xx $xx• Depreciation since acquisition, if depreciable gross revenue of $40 and the gross receipts of

Less: Contributions xx xx xx xx xxproperty. $100.
Gross Revenue xx xx xx xx xx2. Publicly traded securities. For sales of 2. Raffles or lotteries. Report as revenue, on

publicly traded securities through a broker, you line 6a, any amount received from raffles or Less: Direct Expenses xx xx xx xx xx
may total the gross sales price, the cost or lotteries that require payment of a specified Net Income or (loss) $xx $xx $xx $xx $xxother basis, and the expenses of sale, and minimum amount for each entry, unless the
report lump-sum figures in place of providing prizes awarded have only nominal value. See If you use this format, report the total for
the detailed reporting required in the above line 6, instruction B1 and B2, below. Contributions on line 1 of Form 990-EZ and on
paragraph. line 6a (within the parentheses). Report the3. Direct expenses. Report on line 6b only the

totals for Gross Revenue, in the right-handPublicly traded securities include common direct expenses attributable to the goods or
column, on line 6a; Direct Expenses on line 6b;and preferred stocks, bonds (including services the buyer receives from a special
and Net Income or (loss) on line 6c.governmental obligations), and mutual fund event. If you include an expense on line 6b, do

shares that are listed and regularly traded in an not report it again on line 7b. Report cost of Lines 7a–c—Gross Sales of Inventory
over-the-counter market or on an established goods related to the sale of inventory on line

1. Sales of inventory. Include on line 7a theexchange and for which market quotations are 7b. Fundraising expenses attributable to
gross sales (less returns and allowances) ofpublished or otherwise readily available. contributions reported on line 6a (within the
inventory items, whether the sales activity is anparentheses), and also on line 1, areLines 6a–c—Special Events and exempt function or an unrelated trade orreportable on lines 12 through 16.Activities business. Include all inventory sales except

B. What is not included on line 6On the appropriate line, enter the gross sales of goods at special events, which are
revenue, expenses, and net income (or loss) reportable on line 6.1. Sales or gifts of goods or services offrom all special events and activities, such as 2. Cost of goods sold. On line 7b, report theonly nominal value. If the goods or servicesdinners, dances, carnivals, raffles, bingo cost of goods sold related to sales of suchoffered at the special event have only nominalgames, other gaming activities, and inventory. The usual items included in cost ofvalue, include all of the receipts asdoor-to-door sales of merchandise. goods sold are direct and indirect labor,contributions on line 1 and all of the related

These activities only incidentally materials and supplies consumed, freight-in,expenses on lines 12 through 16. See General
accomplish an exempt purpose. Their sole or and a proportion of overhead expenses.Instruction L for a description of nominal or
primary purpose is to raise funds that are other Marketing and distribution expenses are notinsubstantial benefits.
than contributions to finance the organization’s includible in cost of goods sold. Include those2. Sweepstakes, raffles, and lotteries.exempt activities. expenses on lines 12 through 16.Report as a contribution, on line 1, the

3. Investments. Do not include on line 7 salesThis is done by offering goods or services proceeds of solicitation campaigns in which the
of investments on which the organizationthat have more than a nominal value names of contributors and other respondents
expected to profit by appreciation and sale.(compared to the price charged) for a payment are entered in a drawing for prizes.
Report sales of these investments on line 5.that is more than the direct cost of those goods

When a minimum payment is required foror services. See line 1 instructions A1 and A2 Line 8—Other Revenueeach raffle or lottery entry and prizes of onlyfor a discussion on contributions reportable on
nominal value are awarded, report any amount Enter the total income from all sources notline 1 and revenue reportable on line 6. See
received as a contribution. Report the related covered by lines 1 through 7. Examples ofalso General Instruction L.
expenses on lines 12 through 16. types of income includible on line 8 are interest

Calling any required payment a “donation” on notes receivable not held as investments or3. Activities that generate onlyor “contribution” on tickets, advertising, or as program-related investments (defined in thecontributions are not special events. Ansolicitation materials does not change how line 2 instructions); interest on loans to officers,activity that generates only contributions, suchthese payments should be reported on Form directors, trustees, key employees, and otheras a solicitation campaign by mail, is not a990-EZ. employees; and royalties that are notspecial event. Any amount received should beThe gross revenue from gaming activities investment income or program serviceincluded on line 1 as a contribution. Relatedand other special events must be reported in revenue.expenses are reportable on lines 12 throughthe right-hand column on line 6a without 16. Line 10—Grants and Similar Amountsreduction for cash or noncash prizes, cost of
Paidgoods sold, compensation, fees, or other C. Attached schedule

expenses. Be sure to check the box for gaming Reporting for line 10 in accordance with SFASAttach a schedule listing the three largest
if the organization conducted directly, or 116, is acceptable for Form 990-EZ purposes,fundraising events, as measured by gross
through the promoter, any amount of gaming but not required by IRS. However, see Generalreceipts. If gaming is conducted, treat different
during the year. Instruction E.types of gaming separately to determine the

Gaming includes (but is not limited to): An organization that makes a grant to bethree largest events. For example, treat bingo
bingo, pull tabs, instant bingo raffles, paid in future years should, according to SFASand pull tabs as separate fundraising events.
scratch-offs, charitable gaming tickets, 116, report the grant’s present value on line 10.Describe each of these events by listing the
break-opens, hard cards, banded tickets, jar Accruals of present value increments to thetype of event and the number of occasions that
tickets, pickle cards, Lucky Seven cards, unpaid grant should also be reported on line 10the event occurred and show (for each event):
Nevada Club tickets, casino nights, Las Vegas in future years.1. Gross receipts,
nights and coin-operated gambling devices. 2. Contributions included in gross receipts A. What is included on line 10Coin-operated gambling devices include slot (see line 6, instruction A1, above), Enter the amount of actual grants and similarmachines, electronic video slot or line games, 3. Gross revenue (gross receipts less amounts paid to individuals and organizationsvideo poker, video blackjack, video keno, video contributions), selected by the filing organization. Includebingo, video pull tab games, etc. 4. Direct expenses, and scholarship, fellowship, and research grants to

5. Net income or (loss) ( gross revenueA. What is included on line 6 individuals.
less direct expenses).

1. Gross revenue/contributions. When an 1. Specific assistance to individuals.
For gaming, direct expenses include: cash andorganization receives payments for goods or Include on this line the amount of payments to,
noncash prizes, compensation to bingo callersservices offered through a special event, enter: or for the benefit of, particular clients or
and workers, rental of gaming equipment, cost patients, including assistance by others at the1. As gross revenue, on line 6a (in the
of bingo supplies such as pull tab deals, etc. expense of the filing organization.right-hand column), the retail value of the

goods or services, Furnish the same information, in total 2. Payments, voluntary awards, or grants to
2. As a contribution, on both line 1 and line figures, for all other special events held that affiliates. Include on line 10 certain types of

6a (within the parentheses), any amount are not among the largest three. Indicate the payments to organizations “affiliated with”
received that exceeds the retail value of the type and number of the events not listed (closely related to) the reporting organization.
goods or services given. individually (e.g., three dances and two raffles). These payments include predetermined quota
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support and dues payments by local who received the aid; and (c) specify the Line 15—Printing, Publications,
organizations to their state or national aggregate dollar amount. Postage, and Shipping
organizations. Enter the printing and related costs ofLine 11—Benefits Paid To or For producing the reporting organization’s ownIf the organization uses Form 990-EZ Members newsletters, leaflets, films, and otherfor state reporting purposes, be sure to

For an organization that gives benefits to informational materials on this line. Include thedistinguish between payments toCAUTION
!

members or dependents (such as costs of outside mailing services on this line.affiliates and awards and grants. See General
organizations exempt under section 501(c)(8), Also include the cost of any purchasedInstruction E.
(9), or (17)), enter the amounts paid for: (a) publications as well as postage and shipping

B. What is not included on line 10 death, sickness, hospitalization, or disability costs not reportable on lines 5b, 6b, or 7b. Do
benefits; (b) unemployment compensation not include any expenses, such as salaries, for1. Administrative expenses. Do not include
benefits; and (c) other benefits. Do not include, which a separate line is provided.on this line expenses made in selecting
on this line, the cost of employment-relatedrecipients or monitoring compliance with the Line 16—Other Expensesbenefits the organization gives its officers andterms of a grant or award. Enter those Include here such expenses as penalties,employees. Report them on line 12.expenses on lines 12 through 16. fines, and judgments; unrelated business

2. Purchases of goods or services from income taxes; insurance and real estate taxesLine 12—Salaries, Other
affiliates. Do not report the cost of goods or not attributable to rental property or reported asCompensation, and Employee Benefits
services purchased from affiliates on line 10. occupancy expenses; depreciation onEnter the total salaries and wages paid to allReport these as expenses on lines 12 through investment property; travel and transportationemployees and the fees paid to officers,16. costs; interest expense; and expenses fordirectors, and trustees. Include the total of the conferences, conventions, and meetings.3. Membership dues paid to another employer’s share of the contributions the
organization. Report membership dues that Some states that accept Form 990-EZ inorganization paid to qualified and nonqualified
the organization pays to another organization satisfaction of their filing requirements maypension plans and the employer’s share of
for general membership benefits, such as require that certain types of miscellaneouscontributions to employee benefit programs
regular services, publications, and materials on expenses be itemized. See General Instruction(such as insurance, health, and welfare
line 16, as “Other expenses.” E.programs) that are not an incidental part of a

pension plan. Complete the Form 5500 return ifC. Attached schedule Line 18—Excess or (Deficit) for the
you are required to file it. YearAttach a schedule to explain the amounts

reported on line 10. Show on this schedule: Also include in the total the amount of Enter the difference between lines 9 and 17. If
• Each class of activity, federal, state, and local payroll taxes for the line 17 is more than line 9, enter the difference
• The grantee’s name and address, year that are imposed on the organization as in parentheses.
• The amount given, and an employer. This includes the employer’s

Line 19—Net Assets or Fund Balances• The relationship of the grantee (in the case share of social security and Medicare taxes,
at Beginning of Yearof grants to individuals) if the relationship is by Federal unemployment tax (FUTA), state

blood, marriage, adoption, or employment unemployment compensation tax, and other Enter the amount from the prior year’s balance
(including employees’ children) to any person state and local payroll taxes. Taxes withheld sheet or from Form 5500 or an approved DOL
or corporation with an interest in the from employees’ salaries and paid over to the form if General Instruction F applies.
organization, such as a creator, donor, director, various governmental units (such as Federal

Line 20—Other Changes in Net Assetstrustee, officer, etc. and state income taxes and the employees’
or Fund Balancesshare of social security and Medicare taxes)Any grants reported on line 10 that were

are part of the employees’ salaries included on Attach a statement explaining any changes inapproved during the year, but not paid by the
line 12. Report expenses paid or incurred for net assets or fund balances between thedue date for filing Form 990-EZ (including
employee events such as a picnic or holiday beginning and end of the year that are notextensions), must be identified and listed
party on this line. accounted for by the amount on line 18.separately in the line 10 schedule.

Amounts to report here include adjustments of
Give the name and address of each affiliate Line 13—Professional Fees and Other earlier years’ activity; unrealized gains and

that received any payment reported on line 10. losses on investments carried at market value;Payments to Independent Contractors
Specify both the amount and purpose of these and any difference between fair market valueEnter the total amount of legal, accounting,payments. and book value of property given as an awardauditing, other professional fees (such as fees

or grant. See General Instruction G regardingClassify activities on this schedule in more for fundraising or investment services) and
the reporting of a section 481(a) adjustment todetail than by using such broad terms as related expenses charged by outside firms and
conform to SFAS 116.charitable, educational, religious, or scientific. individuals who are not employees of the

For example, identify payments to affiliates; organization. Do not include any penalties,
payments for nursing services; fellowships; or fines, or judgments imposed against the Part II—Balance Sheetspayments for food, shelter, or medical services organization as a result of legal proceedings.

All organizations, except those that meet onefor indigents or disaster victims. For payments Report and identify those expenses on line 16.
of the exceptions in General Instruction F, mustto indigent families, do not identify the Report fees paid to directors and trustees on
complete columns (A) and (B) of Part II of theindividuals. line 12.
return and may not submit a substitute balanceIf an organization gives property other than sheet. Failure to complete Part II may result inLine 14—Occupancy, Rent, Utilities,cash and measures an award or grant by the penalties for filing an incomplete return. If thereand Maintenanceproperty’s fair market value, also show on this is no amount to report in column (A), Beginningschedule: Enter the total amount paid or incurred for the of year, put a zero in that column. See General• A description of the property, use of office space or other facilities, heat, Instruction K.• The book value of the property, light, power, and other utilities, outside

Some states require more information. See• How you determined the book value, janitorial services, mortgage interest, real
General Instruction E for more information• How you determined the fair market value, estate taxes and property insurance
about completing a Form 990-EZ to be filedand attributable to rental property, and similar
with any state or local government agency.• The date of the gift. expenses. Do not subtract from rental

expenses reported on line 14 any rentalAny difference between a property’s fair Line 22—Cash, Savings, and
income received from renting or sublettingmarket value and book value should be Investmentsrented space. See the instructions for lines 2recorded in the organization’s books of account Include all interest and non-interest bearingand 4 to determine whether such income isand on line 20. accounts such as petty cash funds, checkingreportable as exempt function income or

Colleges, universities, and primary and accounts, savings accounts, money marketinvestment income. However, report on line 14
secondary schools are not required to list the funds, commercial paper, certificates ofany rental expenses for rental income reported
names of individuals who were provided deposit, U.S. Treasury bills, and otheron lines 2 and 4. If the organization records
scholarships or other financial assistance government obligations. Also include the bookdepreciation on property it occupies, enter the
whether they are the recipients of federal grant value of securities held as investments, and alltotal for the year.
money or not. Instead, these organizations other investment holdings including land and

For an explanation of acceptable methodsmust (a) group each type of financial aid buildings held for investment. Report the
for computing depreciation, see Pub. 946.provided; (b) indicate the number of individuals income from these investments on line 4.
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General Instruction K. In particular, enteringLine 23—Land and Buildings •  Section 501(c)(3) and (4) the phrase on Part IV, “Information availableEnter the book value (cost or other basis less organizations, and section upon request,” or a similar phrase, is notaccumulated depreciation) of all land and 4947(a)(1) nonexempt charitable acceptable.buildings owned by the organization and not trusts, must show the amount ofheld for investment. The organization may also provide angrants and allocations to others and attachment to explain the entire 2004must enter the total expenses forLine 24—Other Assets compensation package for any person listed in
each program service reported. Part IV.Enter the total of other assets along with a
•  For all other organizations,description of those assets. Amounts to include Key employee. A “key employee” is any

here are (among others) receivable accounts, completing the “Expenses” column person having responsibilities or powers similar
inventories, and prepaid expenses. to those of officers, directors, or trustees. The(and the “Grants” entry) in Part III is

term includes the chief management andoptional.
Line 25—Total Assets administrative officials of an organization (such

as an executive director or chancellor) butEnter the amount of total assets. If the 4 Attach a schedule that lists the
does not include the heads of separateend-of-year total assets entered in column (B) organization’s other program services.
departments or smaller units within anare $250,000 or more, Form 990 must be filed
organization.•  The detailed information requiredinstead of Form 990-EZ.

for the three largest services is not A chief financial officer and the officer in
necessary for this schedule.Line 27—Net Assets or Fund Balances charge of administration or program operations

are both key employees if they have theSubtract line 26 (total liabilities) from line 25 •  Section 501(c)(3) and (4)
authority to control the organization’s activities,(total assets) to determine net assets. Enter organizations, and section
its finances, or both. The “heads of separatethis net asset amount on line 27. The amount 4947(a)(1) nonexempt charitable departments” reference applies to personsentered in column (B) should agree with the trusts, however, must show the such as the heads of the radiology departmentnet asset or fund balance amount on line 21. expenses attributable to their or coronary care unit of a hospital or the head

program services.States that accept Form 990-EZ as their of the chemistry or history or English
basic report form may require a separate department at a college. These persons are
statement of changes in net assets. See 5 The organization may show the managers within their specific areas but not for
General Instruction E. the organization as a whole and, therefore, areamount of any donated services, or

not key employees.use of materials, equipment, or
facilities it received or utilized in Column (B)Part III—Statement of Program connection with a specific program

In column (B), a numerical estimate of theservice.Service Accomplishments average hours per week devoted to the
A program service is a major (usually ongoing) position is required for a complete answer.•  Disclose the applicable amounts
objective of an organization, such as Statements such as “as needed” or “asof any donated services, etc., on
adoptions, recreation for the elderly, required,” or “40+” are unacceptable.the lines for the narrative
rehabilitation, or publication of journals or description of the appropriate Column (C)newsletters. program service.

For each person listed, report salary, fees,
bonuses, and severance payments paid.•  Do not include these amounts inStep Action
Include current-year payments of amountsthe expense column in Part III.
reported or reportable as deferred

•  See the instructions for line 1, B2.1 State the organization’s primary compensation in any prior year.
exempt purpose.

Column (D)
Include in this column all forms of deferredPart IV—List of Officers, Directors,2 All organizations must describe their
compensation and future severance paymentsexempt purpose achievements for Trustees, and Key Employees
(whether or not funded; whether or not vested;each of their three largest program List each person who was an officer, director, and whether or not the deferred compensationservices (as measured by total trustee, or key employee (defined below) of the plan is a qualified plan under section 401(a)).expenses incurred). If there were organization at any time during the year even if Include also payments to welfare benefit plans

three or fewer of such activities, they did not receive any compensation from on behalf of the officers, etc. Such plans
describe each program service the organization. provide benefits such as medical, dental, life
activity. Enter a zero in columns (B), (C), (D), or (E) insurance, severance pay, disability, etc.

if no hours were entered in column (B) and no Reasonable estimates may be used if precise•  Describe program service
compensation, contributions, expenses, and cost figures are not readily available.accomplishments through
other allowances were paid during the Unless the amounts were reported inmeasurements such as clients reporting year, or deferred for payment to a column (C), report, as deferred compensationserved, days of care, therapy future accounting period. in column (D), salaries and other compensationsessions, or publications issued.

Aid in the processing of your return by earned during the period covered by the return,
•  Describe the activity’s objective, grouping together, preferably at the end of your but not yet paid by the date the organization
for both this time period and the list, those who received no compensation. Be files its return.

careful not to repeat names.longer-term goal, if the output is
Column (E)intangible, such as in a research Give the preferred address at which
Enter both taxable and nontaxable fringeactivity. officers, etc., want the Internal Revenue
benefits (other than de minimis fringe benefitsService to contact them.•  Give reasonable estimates for any described in section 132(e)). Include amounts

Use an attachment if there are more thanstatistical information if exact that the recipients must report as income on
four persons to list in Part IV.figures are not readily available. their separate income tax returns. Examples

Show all forms of cash and noncashIndicate that this information is include amounts for which the recipient did not
compensation received by each listed officer, account to the organization or allowances thatestimated.
etc., whether paid currently or deferred. were more than the payee spent on serving the

•  Be clear, concise, and complete in organization. Include payments made underIf you pay any other person, such as a
your description. Avoid adding an indemnification arrangements, the value of themanagement services company, for the
attachment. personal use of housing, automobiles, or otherservices provided by any of your officers,

assets owned or leased by the organization (ordirectors, trustees, or key employees, report
provided for the organization’s use without3 If part of the total expenses of any the compensation and other items in Part IV as
charge), as well as any other taxable andif you had paid the officers, etc., directly.program service consists of grants
nontaxable fringe benefits. See Pub. 525 forreported on line 10, show the amount A failure to fully complete Part IV can
more information.of the grants in the space provided subject both the organization and the

and include the grants in the individuals responsible for such failure to Form 941 must be filed to report income tax
“Expenses” column. penalties for filing an incomplete return. See withholding and social security and Medicare
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taxes. The organization must also file Form 990-EZ when the organization is required to file a. Persons,
940 to report Federal unemployment tax, both forms. b. Families, or
unless the organization is not subject to these c. Entities who each paid annual dues of

All tax-exempt organizations must paytaxes. See Pub. 15 (Circular E) for more $86 or less in 2004 (adjusted annually for
estimated taxes with respect to theirinformation. See also the Trust Fund Recovery inflation). See Rev. Proc. 2003-85, 2003-49
unrelated business income if theyPenalty discussion in General Instruction D. CAUTION

!
I.R.B. 1184 (2003-2 C.B. 1184).

expect their tax liability to be $500 or more. 6. Any organization that receives a private
Use Form 990-W to compute this tax. letter ruling from the IRS stating that thePart V—Other Information organization satisfies the section 6033(e)(3)Section 6033(e) tax for lobbying• Section 501(c)(3) organizations and section exception.expenditures4947(a)(1) nonexempt charitable trusts must 7. Any organization that keeps records to
If you check “No” to line 35a, you are certifyingalso complete and attach a Schedule A (Form substantiate that 90% or more of its members
that the organization was not subject to the990 or 990-EZ) to their Form 990-EZ. See cannot deduct their dues (or similar amounts)
notice and reporting requirements of sectionGeneral Instruction D for information on as business expenses whether or not any part
6033(e) and that the organization had noSchedule A (Form 990 or 990-EZ). of their dues are used for lobbying purposes.
lobbying and political expenditures potentially• Answer “Yes,” “No,” or “N/A” to each 8. Any organization that is not a
subject to the proxy tax.question. membership organization.

• The organization must attach a statement Section 6033(e) notice and reporting
regarding personal benefit contracts. See requirements and proxy tax. Section 6033(e) Special rules treat affiliated socialGeneral Instruction V. requires certain section 501(c)(4), (5), and (6) welfare organizations, agricultural and

organizations to tell their members the portionLine 33—Change in Activities horticultural organizations, andCAUTION
!

of their membership dues that were allocable business leagues as parts of a singleAttach a statement to explain any significant to the political or lobbying activities of the organization for purposes of meeting thechanges in the kind of activities the organization. If an organization does not give nondeductible dues exception. See Rev. Proc.organization conducts to further its exempt its members this information, then the 98-19.purpose. Include new or modified activities not organization is subject to a proxy tax. The tax
listed as current or planned in the is reported on Form 990-T. Exception 2. Section 6033(e)(1) $2,000
organization’s application for recognition of in-house lobbying exception. AnIf you check “Yes” on line 35a to declareexemption or not already made known to the organization satisfies the $2,000 in-housethat your organization had reportable sectionIRS by a letter to its Director EO Examination lobbying exception if it:6033(e) lobbying and political expenses in theor by an attachment to the organization’s return

1. Did not receive a waiver for proxy tax2004 reporting year (and potential liability forfor any earlier year. Also include any major
owed for the prior year.the proxy tax):program activities that are being discontinued.

2. Did not make any political expenditures1. Complete lines 85a-h, page 5, of FormLine 34—Changes in Organizing or or foreign lobbying expenditures during the990 (note instructions), and
2004 reporting year,Governing Documents 2. Attach page 5 to Form 990-EZ.

3. Incurred lobbying expenses during theAttach a conformed copy of any changes to the
2004 reporting year consisting only of in-housearticles of incorporation, or association, Only certain organizations that are tax
direct lobbying expenses totaling $2,000 orconstitution, trust instrument, or other exempt under sections:
less, but excluding:organizing document, or to the bylaws or other • 501(c)(4) (social welfare organizations)

governing document. If you are filing a. Any allocable overhead expenses, and• 501(c)(5) (agricultural and horticultural
electronically, conformed copies of these organizations), or b. All direct lobbying expenses of any local
documents should be sent to the IRS in • 501(c)(6) (business leagues) council regarding legislation of direct interest to
Cincinnati, OH at the address in General are subject to (a) the section 6033(e) notice the organization or its members.
Instruction A. and reporting requirements, and (b) a potential

proxy tax. Definitions.A “conformed copy” is one that agrees with
the original document and all amendments to If your organization is not tax-exempt Grassroots lobbying refers to attempts toit. If the copies are not signed, they must be under sections 501(c)(4), (5), or (6), check influence any segment of the general publicaccompanied by a written declaration signed “No” on line 35a, unless there was regarding legislative matters or referendums.by an officer authorized to sign for the unrelated business income.
organization, certifying that they are complete Direct lobbying includes attempting toIf the organization meets Exception 1 or 2and accurate copies of the original documents. influence:below, it is excluded from the notice, reporting, • Legislation through communication withPhotocopies of articles of incorporation and proxy tax requirements of section 6033(e),

legislators and other government officials, andshowing the certification of an appropriate state and you should check “No” to line 35a, unless • The official actions or positions of coveredofficial need not be accompanied by such a the organization had $1,000 or more of
executive branch officials through directdeclaration. See Rev. Proc. 68-14, 1968-1 C.B. unrelated business income. See also Rev.
communication.768, for details. When a number of changes Proc. 98-19, 1998-1 C.B. 547.

are made, attach a copy of the entire revised Direct lobbying does not includeException 1. Section 6033(e)(3) exceptionorganizing instrument or governing document. attempting to influence:for nondeductible dues.
However, if your exempt organization • Any local council on legislation of direct1. All organizations exempt from tax under

changes its legal structure, such as from a trust interest to the organization or its members, andsection 501(a), other than section 501(c)(4),
to a corporation, you must file a new exemption • The general public regarding legislative(5), and (6) organizations.
application to establish that the new legal entity matters (grassroots lobbying).2. Local associations of employees’ and
qualifies for exemption. veterans’ organizations described in section Other lobbying includes:

501(c)(4), but not section 501(c)(4) socialLine 35—Unrelated Business Income • Grassroots lobbying,welfare organizations.and Lobbying Proxy Tax • Foreign lobbying,3. Labor unions and other labor • Third-party lobbying, andorganizations described in section 501(c)(5),Unrelated business income • Dues paid to another organization that werebut not section 501(c)(5) agricultural and
used to lobby.Political organizations described in section 527 horticultural organizations.

are not required to answer this question. 4. Section 501(c)(4), (5), and (6) In-house expenditures include:
organizations that receive more than 90% ofCheck “Yes” on line 35a if the • Salaries, and
their dues from:organization’s total gross income from all of its • Other expenses of the organization’s officials

unrelated trades and businesses is $1,000 or a. Section 501(c)(3) organizations, and staff (including amounts paid or incurred
more for the year. Gross income is gross b. State or local governments, for the planning of legislative activities).
receipts less the cost of goods sold. See Pub. c. Entities whose income is exempt from

In-house expenditures do not include:598 for a description of unrelated business tax under section 115, or
• Any payments to other taxpayers engaged inincome and the 2004 Instructions for Form d. Organizations described in 1 through 3,
lobbying or political activities as a trade or990-T for the Form 990-T filing requirements. above.
business.Form 990-T is not a substitute for Form 5. Section 501(c)(4) and (5) organizations

990-EZ. Items of income and expense reported that receive more than 90% of their annual • Any dues paid to another organization that
on Form 990-T must also be reported on Form dues from: are allocable to lobbying or political activities.
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does not agree to a correction of the political • Repayment terms,Line 36—Liquidation, Dissolution,
expenditure may have to pay an additional • Interest rate,Termination, or Substantial
excise tax. • Security provided by the borrower,Contraction • Purpose of the loan, andWhen an organization promotes aIf there was a liquidation, dissolution, • Description and fair market value of thecandidate for public office (or is used ortermination, or substantial contraction, attach a consideration furnished by the lender (e.g.,controlled by a candidate or prospectivestatement explaining what took place. cash—$1,000; or 100 shares of XYZ, Inc.,candidate), amounts paid or incurred for theFor a complete liquidation of a corporation common stock—$9,000).following purposes are political expenditures:or termination of a trust, check the “Final • Remuneration to such individual (a The above detail is not required forReturn” box in the heading of the return. On candidate or prospective candidate) for receivables or travel advances that may bethe attached statement, show whether the speeches or other services; reported as a single total. However, report andassets have been distributed and the date. • Travel expenses of such individual; identify those totals separately in theAlso attach a certified copy of any resolution, • Expenses of conducting polls, surveys, or attachment.or plan of liquidation or termination, etc., with other studies, or preparing papers or otherall amendments or supplements not already Line 39—Section 501(c)(7)material for use by such individual;filed. In addition, attach a schedule listing the Organizations• Expenses of advertising, publicity, andnames and addresses of all persons who fundraising for such individual; and Gross receipts test. A section 501(c)(7)received the assets distributed in liquidation or • Any other expense that has the primary organization may receive up to 35% of itstermination; the kinds of assets distributed to effect of promoting public recognition or gross receipts, including investment income,each one; and each asset’s fair market value. otherwise primarily accruing to the benefit of from sources outside its membership and

A “substantial contraction” is a partial such individual. remain tax-exempt. Part of the 35% (up to 15%
liquidation or other major disposition of assets of gross receipts) may be from public use of aAn organization is effectively controlled by aexcept transfers for full consideration or social club’s facilities.candidate or prospective candidate only if suchdistributions from current income. individual has a continuing, substantial Gross receipts are the club’s income from

A “major disposition of assets” means any involvement in the day-to-day operations or its usual activities and include:
disposition for the tax year that is: management of the organization. • Charges,

1. At least 25% of the fair market value of • Admissions,A determination of whether the primary
the organization’s net assets at the beginning • Membership fees,purpose of an organization is promoting the
of the tax year; or • Dues,candidacy or prospective candidacy of an

2. One of a series of related dispositions • Assessments, andindividual for public office is made on the basis
begun in earlier years that add up to at least • Investment income (such as dividends,of all the facts and circumstances. See section
25% of the net assets the organization had at rents, and similar receipts), and normal4955 and Regulations section 53.4955.
the beginning of the tax year when the first recurring capital gains on investments.Use Form 4720 to figure and report thesedisposition in the series was made. Whether a excise taxes.major disposition of assets took place through

Gross receipts do not include:Line 38—Loans To or From Officers,a series of related dispositions depends on the
• Capital contributions (see Regulationsfacts in each case. Directors, Trustees, and Key
section 1.118-1),EmployeesSee Regulations section 1.6043-3 for • Initiation fees, or

Enter the end-of-year unpaid balance ofspecial rules and exceptions. • Unusual amounts of income (such as the
secured and unsecured loans made to or sale of the clubhouse).Line 37—Expenditures for Political received from officers, directors, trustees, and

Purposes College fraternities or sororities or otherkey employees. For example, if the
organizations that charge membershiporganization borrowed $1,000 from one officerPolitical organizations described in section
initiation fees, but not annual dues, doand loaned $500 to another, none of which has527 are not required to answer this CAUTION

!
include initiation fees in their gross receipts.been repaid, report $1,500 on line 38b.question.

 If the 35% and 15% limits do not affect theFor loans outstanding at the end of theA political expenditure is one intended to
club’s exempt status, include the incomeyear, attach a schedule as described below.influence the selection, nomination, election, or
shown on line 39b on the club’s Form 990-T.Report any interest expense on line 16 and anyappointment of anyone to a federal, state, or

interest income on line 2, 4, or 8, depending onlocal public office, or office in a political Investment income earned by a section
the nature of the receivable that created theorganization, or the election of Presidential or 501(c)(7) organization is not tax-exempt
interest income.Vice Presidential electors. It does not matter income unless it is set aside for:

whether the attempt succeeds. When loans should be reported separately. • Religious,
In the required schedule, report each loan • Charitable,An expenditure includes a payment,
separately, even if more than one loan was • Scientific,distribution, loan, advance, deposit, or gift of
made to or received from the same person, or • Literary,money, or anything of value. It also includes a
the same terms apply to all loans made. Salary • Educational purposes, orcontract, promise, or agreement to make an
advances and other advances for the personal • Prevention of cruelty to children or animals.expenditure, whether or not legally
use and benefit of the recipient, andenforceable.  If the combined amount of an
receivables subject to special terms or arising organization’s gross investment income andAll section 501(c) organizations. An exempt
from nontypical transactions, must be reported other unrelated business income exceedsorganization that is not a political organization
as separate loans for each officer, director, $1,000, it must report the investment incomemust file Form 1120-POL if it is treated as
trustee, and key employee. and other unrelated business income on Formhaving political organization taxable income
When loans should be reported as a single 990-T.under section 527(f)(1).
total. In the required schedule, report Nondiscrimination policy. A sectionIf a section 501(c) organization establishes receivables that are subject to the same terms 501(c)(7) organization is not exempt fromand maintains a section 527(f)(3) separate and conditions (including credit limits and rate income tax if any written policy statement,segregated fund, see the specific instructions of interest) as receivables due from the general including the governing instrument and bylaws,for line 81, Form 990. public (occurring in the normal course of the allows discrimination on the basis of race,Section 501(c)(3) organizations. A section organization’s operations) as a single total for color, or religion.501(c)(3) organization will lose its tax-exempt all the officers, directors, trustees, and key

status if it engages in political activity. However, section 501(i) allows social clubsemployees. Report travel advances for official
to retain their exemption under sectionA section 501(c)(3) organization must pay a business of the organization as a single total.
501(c)(7) even though their membership issection 4955 excise tax for any amount paid or Schedule format. For each outstanding loan limited (in writing) to members of a particularincurred on behalf of, or in opposition to, any or other receivable that must be reported religion, if the social club:candidate for public office. The organization separately, the attached schedule should show

must pay an additional excise tax if it fails to 1. Is an auxiliary of a fraternal beneficiarythe following information (preferably in
correct the expenditure timely. society exempt under section 501(c)(8), andcolumnar form):

2. Limits its membership to the membersA manager of a section 501(c)(3) • Borrower’s name and title,
of a particular religion; or the membershiporganization who knowingly agrees to a • Original amount,
limitation is:political expenditure must pay a section 4955 • Balance due,

excise tax, unless the agreement is not willful • Date of note, a. A good-faith attempt to further the
and there is reasonable cause. A manager who • Maturity date, teachings or principles of that religion, and

-43-Specific Instructions for Form 990-EZ



Page 44 of 46 Instructions for Form 990 and Form 990-EZ 16:47 -  5-JAN-2005

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

b. Not intended to exclude individuals of a other information the Secretary may require a disqualified person or organization manager
particular race or color. concerning those transactions. See General will be treated as an excess benefit unless (1)

Instruction P for a discussion of excess benefit the organization treats the reimbursement as
Line 40a—Section 501(c)(3) transactions. compensation during the year the
organizations: Disclosure of excise reimbursement is made, and (2) the total

Attach a statement describing any excesstaxes imposed under section 4911, compensation to that person, including the
benefit transaction, the disqualified person or reimbursement, is reasonable.4912, or 4955 persons involved, and whether or not the

Section 501(c)(3) organizations must disclose excess benefit transaction was corrected.
Line 41—List of statesany excise tax imposed during the year under

section 4911 (excess lobbying expenditures), List each state with which the organization isLine 40c—Taxes imposed on
4912 (disqualifying lobbying expenditures), or, filing a copy of this return in full or partialorganization managers or disqualified
unless abated, 4955 (political expenditures). satisfaction of state filing requirements.personsSee sections 4962 and 6033(b).

For line 40c, enter the amount of taxes
Line 43—Section 4947(a)(1)Line 40b—Section 501(c)(3) and imposed on organization managers or
nonexempt charitable trusts501(c)(4) organizations: Disclosure of disqualified persons under sections 4912,

4955, and 4958, unless abated.section 4958 excess benefit Section 4947(a)(1) nonexempt charitable trusts
transactions and excise taxes that file Form 990-EZ instead of Form 1041

Line 40d—Taxes reimbursed by the must complete this line. The trust shouldSections 6033(b) and 6033(f) require section
organization include exempt-interest dividends received501(c)(3) and (4) organizations to report the

from a mutual fund or other regulatedamount of taxes imposed under section 4958 For line 40d, enter the amount of tax on line
investment company as well as tax-exempt(excess benefit transactions) involving the 40c that was reimbursed by the organization.
interest received directly.organization, unless abated, as well as any Any reimbursement of the excise tax liability of

Privacy Act and Paperwork Reduction Act Notice. We ask for the information on this form to carry out the Internal Revenue laws of the United
States. You are required to give us the information. We need it to ensure that you are complying with these laws. Section 6109 requires return
preparers to provide their identifying numbers on the return.

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

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

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

form to the IRS

990 98 hr., 31 min. 15 hr., 4 min. 21 hr., 4 min. 1 hr., 4 min.

990-EZ 29 hr., 10 min. 11 hr., 33 min. 14 hr., 24 min. 32 min.

Schedule A (Form 990 or 990-EZ) 50 hr., 42 min. 9 hr., 26 min. 10 hr., 40 min. –0–

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

We welcome comments on forms. If you have comments concerning the accuracy of these time estimates or suggestions for making these
forms simpler, we would be happy to hear from you. You can write to the Internal Revenue Service, Tax Products Coordinating Committee,
SE:W:CAR:MP:T:T:SP, 1111 Constitution Ave. NW, IR-6406, Washington, DC 20224.

Do not send the form to this address. Instead, see When and Where To File in General Instruction H.
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Accounting fees . . . . . . . . . . . . . . 24, 40 Definitions . . . . . . . . . . . . . . . . . . . . . . . . 8 Fundraising records for tax-deductible Maintenance expense . . . . . . . . . . . . 40

contributions . . . . . . . . . . . . . . . . . . . . 7Accounting method . . . . . . . 5, 6, 17, 36 Depletion expense . . . . . . . . . . . . . . . . 24 Management and general
Funds, current . . . . . . . . . . . . . . . . . . . 27 expenses . . . . . . . . . . . . . . . . . . . . . . 22Accounting period . . . . . . . . . . 5, 17, 36 Depreciation expense . . . . . . . . . . . . . 24

Medicare and MedicaidAccounting periods and methods . . . . 5 Direct expenses . . . . . . . . . . . . . . . . . . 39
payments . . . . . . . . . . . . . . . . . . . . . . 33Accounts payable . . . . . . . . . . . . . . . . 26 Disclosure requirements for charitable

G Meetings, expense of . . . . . . . . . . . . . 24contributions . . . . . . . . . . . . . . . . . . . . 7Accounts receivable . . . . . . . . . . . . . . 25
Gaming . . . . . . . . . . . . . . . . . . . . . 21, 39 Members benefits . . . . . . . . . . . . 24, 40Disclosure statement . . . . . . . . . . . . . . 8Activities, analysis of
GEN (Group exemption Membership assessments . . . . . 20, 38income-producing . . . . . . . . . . . . . . 33 Disclosures regarding certain

number) . . . . . . . . . . . . . . . . . . . 17, 36information and services Membership dues . . . . . 19, 20, 22, 37,Activities, change in . . . . . . . . . . 28, 42
General Instructions (See also Table offurnished . . . . . . . . . . . . . . . . . . . . . . 11 38, 40Address and name . . . . . . . . . . . 17, 36 Contents) . . . . . . . . . . . . . . . . . . . . . . . 2Disclosures regarding certain Miscellaneous expenses, reporting forAddress, change . . . . . . . . . . . . . 17, 36 Gifts . . . . . . . . . . . . . . . . . . . . . 18, 19, 37transactions and state . . . . . . . . . . . . . . . . . . . . . . . . . . 24Address, Website . . . . . . . . . . . . 17, 37 Government contributions . . . . . 19, 37relationships . . . . . . . . . . . . . . . . . . . 11 Mortgages payable . . . . . . . . . . . . . . . 26Administrative expenses . . . . . . . . . . 40 Government fees andDisqualified persons . . . . 11, 12, 32, 44Affiliated organizations . . . . . . . . . . . . 12 contracts . . . . . . . . . . . . . . . 19, 33, 38Disregarded benefits . . . . . . . . . . . . . . 12Affiliates . . . . . . . . . . . . . . . . . . . . . 22, 39 Government grants . . . . . . . . . . . . . . . 19Disregarded entities . . . . . . . . 2, 17, 34 NAgencies, federated fundraising . . . . 22 Grants . . . . . . . . . . . . . . . . 18, 19, 37, 39Dissolution . . . . . . . . . . . . . . . . . . 28, 43 Name and address . . . . . . . . . . . 17, 36Agent, acting as . . . . . . . . . . . . . . . . . . . 3 Grants and allocations . . . . . . . . . . . . 23Dividends . . . . . . . . . . . . . . . . 20, 33, 38 Name change . . . . . . . . . . . . . . . . 17, 36Amended returns . . . . . . . . . 5, 6, 17, 36 Grants equivalent toDocuments, changes in Net assets . . . . . . . . . . . . . 22, 26, 27, 41Analysis of Income-Producing contributions . . . . . . . . . . . . . . . 19, 37organizing . . . . . . . . . . . . . . . . . 28, 42 Nondeductible dues . . . . . . . . . . 29, 31Activities . . . . . . . . . . . . . . . . . . . . . . 33 Grants payable . . . . . . . . . . . . . . . . . . . 26Donations . . . . . . . . . . . . . . 5, 18, 29, 37 Nondiscrimination policy . . . . . . 32, 43Application pending . . . . . . . . . 2, 17, 36 Grants receivable . . . . . . . . . . . . . . . . 25Dues . . . . 20, 22, 29, 31, 33, 37, 38, 40 Notes payable . . . . . . . . . . . . . . . . . . . 26Assessments . . . . . . . . . . 20, 31, 33, 38 Grants, government . . . . . . . . . . . . . . 19Dues notices . . . . . . . . . . . . . . . . . 30, 42 Notes receivable . . . . . . . . . . . . . . . . . 26Assets, net . . . . . . . . . . . . . . . . . . 26, 40 Gross receipts . . . . . . 3, 17, 32, 37, 43Dues, membership . . . . 19, 20, 22, 37,Assets, other . . . . . . . . . . . . . . . . 26, 41 Gross receipts, calculating . . . . . . . 3, 1738, 40
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