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DecadeinReview,1991-2000

by MargaretRiley
T he number of nonprofit organizations filing
Form 990-T, Exempt Organization Business
Income Tax Return, declined between Tax
Y ears 1999 and 2000, from 42,151 to 38,567, the
second consecutive year that the number of filings
fell. Organizations reporting “unrelated business
income” (UBI) filed 9 percent fewer returnsfor
2000. Returnswith grossUBI of $10,000 or less,
the threshold for exemption from filing return
schedules and reporting detailed information on
deductions, decreased by 15 percent; thosewith
gross UBI over $10,000 decreased by 4 percent. The
section, “Fluctuationsin Form 990-T Filings,” which
appearslater inthisarticle, discusses annual changes
in the number of returnsfiled from 1991-2000 and
how they were influenced by the type of filer and
size of gross UBI.

Even though 9 percent fewer returnswerefiled
for 2000, aggregate gross UBI rose by 9 percent,
amounting to $8.4 hillion. However, the percentage
changes between 1999 and 2000 in the amount of
gross UBI reported by organizationsin the smaller
and larger gross UBI size classes mentioned above
were-13 percent and +9 percent, respectively. Orga-
nizations reporting gross UBI over $10,000 repre-
sented 61 percent of Form 990-T filers, and were
responsiblefor 99 percent of total grossincome.

After offsetting total gross UBI with $7.7 billion
of deductions, the resulting unrelated business tax-
ableincome (less deficit) for 2000 was $0.7 billion.
Organizations reporting unrel ated business (positive)
taxable income numbered 19,336, about half of all
filers, and taxable income dropped by 4 percent from
that reported for 1999. Both the unrelated business
incometax and total tax (which takesinto account
certain credits and other taxes) also dropped by 4
percent. In addition to the declinesin total taxable
income and taxes, aggregate unrel ated business
deficits grew by 20 percent. Figure A containsthe
major financial statistics cited above, plus other
selected datafrom Forms 990-T filed for Tax Years
1999 and 2000.

Selected Items from Exempt Organization Business
Income Tax Returns, Tax Years 1999-2000

[Money amounts are in thousands of dollars]

Percentage
change,
Item 1999 2000 1999
to
2000
@ @ ()
Number of returns, total..........c...ccccceee | 42,151 38,567 -85
With gross unrelated business
income of $10,000 or lesst................. 17,781 15,069 -15.3
With gross unrelated business
income over $10,000%.............ccccceunee 24,369 23,498 -3.6
With unrelated business
taxable income ..........ccceeiiiinnn 20,718 19,336 -6.7
Without unrelated business
taxable income ..o 21,433 19,231 -10.3
Gross unrelated business income......... 7,722,135 8,413,385 +9.0
Total deductions? ........ccovvveeceiciciceneenn 6,834,850 7,703,052 +12.7
Unrelated business taxable
income (less deficit) ......cccovvvriiiinnne 887,284 710,333 -19.9
Unrelated business taxable income......] 1,484,921 1,427,441 -3.9
DEFICIt oo 597,637 717,109 +20.0
Unrelated business income tax.............. 423,065 405,826 -4.1
TOtal tAX.weeiieiiiieiiieeeesie e 421,746 402,904 -4.5

Margar et Rileyisastatisticianwiththe Special Sudies
Special ProjectsSection. Thisarticlewaspreparedunder
thedirection of BarryW. Johnson, Chief.

1 Organizations with gross unrelated business income between $1,000 (the
filing threshold) and $10,000 were required to report only totals for expenses
and deductions (except for the specific deduction and net operating loss
carryover, which all organizations reported separately).

’ Excludes cost of sales and services, which was subtracted from gross
receipts from sales and services in computing gross profit from sales and
services (GPSS). GPSS is a component of gross unrelated business income
(upon which the filing requirement is based). Total cost of sales and services
was $2.2 billion for 1999 and $2.3 billion for 2000.

NOTES: Detail may not add to totals because of rounding. See the
Explanation of Selected Terms section of this article for definitions of gross
unrelated business income, total deductions, unrelated business taxable
income (less deficit), unrelated business income tax, and total tax.

Backgr ound

Cefiniti onof Urel at edBusi ness | ncone

Nonprofit organizations that are granted Federa tax
exemption based on their mission-related purposes
are alowed, within certain limits, to generate income
from unrel ated business activities; however, the
income from these activitiesis subject to taxation.
Unrelated businessincomeis produced from an
activity that isboth conducted on aregular basisand
not directly related to an organization’ s tax-exempt
mission. Thefact that the income may be used for
furthering an organization’ s exempt purposes does
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not alter the definition [1]. Any profits from an
organization’ s unrelated business activities are taxed
at regular corporate or trust incometax rates[2].
There are certain exclusionsto thisincome taxation;
some examples are engaging in business activitiesin
which substantially all of the work is performed by
volunteer labor; selling merchandise that the organi-
zation received as a gift or contribution; and
operating certain games of chance, as specified inthe
Internal Revenue Code (IRC).

For mB90- TRequi renent s

Organizations that are described in IRC sections
220(e), 401(a), 408(e), 408A, 501(c)(2)-(27),529(a),
and 530(a) must file aForm 990-T if they received
$1,000 or more of grossincomefrom business
activitiesthat were considered unrelated to the
purposesfor whichthey received tax-exempt status.
(The varioustypes of tax-exempt organizations
subject to the unrelated businessincome tax provi-
sions are described by Code section in the Appendix
tothisarticle.) IRC section 501(d) religious and
apostolic organizations, farmers’ cooperatives, and
section 4941(a)(1) “ nonexempt charitabletrusts’
report taxes on forms other than Form 990-T.

Most tax-exempt organizations are required to
file an annual Form 990, Return of Organization
Exempt From Income Tax, or Form 990-EZ, Short
Form Return of Organization Exempt FromIncome
Tax (used by organizations with annual grossre-
ceiptsof lessthan $100,000 and total end-of-year
assets of lessthan $250,000) [3]. The Form 990-T is
required only for atax year in which an organization
has unrelated businessincome. While specific tax-
payer information reported on an exempt
organization's Form 990/990-EZ “information re-
turn” can be disclosed to the public, specific taxpayer
information reported on its Form 990-T “tax return”
cannot. Under disclosure rules governing therelease
of taxpayer information, only aggregate totalsfrom
Form 990-T can be presented inthisarticle.

The Internal Revenue Service required organiza-
tions having accounting periods beginning in 2000
(and, therefore, ending between December 2000 and
November 2001, for full-year returnfilers) tofilea
2000 Form 990-T to report unrel ated businessincome
of $1,000 (the filing threshold) or more. The associ-
ated required due dates for filing Tax Y ear 2000

Forms 990-T generally spanned May 2001 to April
2002, but extensions of timeto file beyond thisperiod
routinely were granted to many organizations. For
al Internal Revenue Code (IRC) section 220(e),
401(a), 408(e), 408A, and 530(a) trusts, therequired
accounting period was Calendar Y ear 2000, and the
filing date was April 15, 2001. Corresponding to the
required filing dates, the Tax Y ear 2000 study sample
wasdrawnfrom Forms990-T processed by IRS
throughout Calendar Y ears 2001 and 2002. (Seethe
Data Sources and Limitations section of thisarticle
for detailed information on the study sample.) Be-
cause of the various accounting periods of the orga-
nizations filing a 2000 return, the financial activities
covered in this article span the period January 2000
through November 2001, although the mgjority of
activities occurred during Calendar Y ear 2000.

Any returnsfiled by organizations with gross
unrelated businessincome (UBI) below the $1,000
filing requirement threshold were excluded from the
statistics presented in thisarticle. Some of these
returnswere filed inadvertently; otherswerefiled for
aspecific reason, such asto claim arefund of Form
1099 backup withholding of tax that waswithheld
erroneoudly on interest or dividend payments be-
cause the payer did not realize that the payee was a
tax-exempt organization. Organizationswith gross
UBI between $1,000 and $10,000 were required to
report only totalsfor expenses and deductions (ex-
cept for the * specific deduction” and “ net operating
loss deduction,” which all organizations reported
separately). Organizations with gross UBI over
$10,000 were required to report more detailed ex-
pensesand deductions.

Saigicd Tl es

At theend of thisarticle, Tax Year 2000 statistics
covering selected financia data (including gross UBI,
total deductions, unrelated business taxable income
(UBT]I), and total income tax) are shownin Tables 1-
5. Tables6 and 7 provide data on detailed sources of
UBI and deductions, respectively. Statistics shownin
Table 1 are distributed by type of organization based
on Internal Revenue Code sections. Tables?2, 4, 6,
and 7 are distributed by size of grossUBI; Table 4 is
aso distributed by type of entity. Table 3isdistrib-
uted by size of UBTI, while Table 5 is distributed by
unrelated business activity or industrial grouping.
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Taxabl el ncone and Taxes, 2000
Based on $1.4 hillion of total unrelated business
taxable income (UBT]) collectively reported for
2000, the associated unrel ated business income tax
(UBIT) was $405.8 million. After adjusting UBIT
for certain credits and other taxes, the resulting total
tax reported was $402.9 million [4]. Total tax takes
into account the unrelated businessincometax, plus
$1.6 million of alternative minimum tax and $3.5
million of “proxy tax” on certain nondeductible
lobbying and political expenditures, minus $8.0
million of tax credits[5, 6]. Tax creditsincluded the
foreign tax credit ($3.9 million), general business
credit ($2.7 million), credit for prior-year minimum
tax ($1.0 million), and “other” credits ($0.4 million)
[7]. Total tax can alsoinclude recapture taxes, but
no organi zations reported recapture taxes for 2000.
The proxy tax isrequired to be reported on Form
990-T andisincluded in total tax, but it has no con-
nection to the unrelated businessincometax or an
organization’ s involvement in unrelated business
activities. (Seethe definition of proxy tax in the

Explanation of Selected Terms section of thisarticle.)
The $3.5 million of proxy tax shown in the total tax
computation aboveisonly that reported by Form 990-T
filerswith gross unrel ated businessincome above the
$1,000 filing threshold, acriterion for selection for
the Statistics of Income (SOI) sample. Proxy tax
reported by organizations that had no UBI or those
that had UBI below thefiling threshold is not included.

According to unpublished data available from
the IRS Business Returns Transaction File, atotal of
$12.1 million of proxy tax was reported on 618
returnsfor Tax Y ear 2000. About 66 percent of
these returns were filed solely to report the proxy tax
(i.e., noincome from unrel ated business activities
was reported) and, therefore, were not included in the
unrel ated businessincometax return study.

Nonprofi t Chari tabl eQ gani zati ons

As shown in Figure B, nonprofit “charitable” organi-
zations described as tax-exempt under |RC section
501(c)(3) made up 30 percent of all Tax Y ear 2000
Form 990-T filersand reported $4.8 billion of gross

Exempt Organization Business Income Tax Returns: Sources of Gross Unrelated Business Income

(UBI), Tax Year 2000
Money amounts are in thousands of dollars]

Percentage of IRC section Percentage of Column (3) as
Item All exempt total gross UBI 501(c)(3) total gross UBI a percentage of
organizations in column (1) organizations in column (3) column (1)

1 2 3) 4 (5)
Number of returnS.......cccccciiiiiiii, 38,567 N/A 11,497 N/A 29.8
Total gross unrelated business income (UBI)..........c.ccccceeueeed 8,413,385 100.0 4,780,148 100.0 56.8
Gross profit (less loss) from sales and services................cce..l 4,070,311 48.4 2,981,034 62.4 73.2
Capital gain netincome............cccceevevrnnnennne 659,245 7.8 174,974 37 26.5
Net capital 0SS (truSts ONlY)........cccooviieririiiicreseeeeeeen 468 (1) 209 (1) 44.7
Net gain (less loss), noncapital assets 2..........cccveeeeveeiiiieerineeend) 470 () 183 (1) 38.9
Income (less loss) from partnerships and S corporations. 327,235 3.9 209,635 4.4 64.1
Rental iNCome 3. 213,655 2.5 137,510 29 64.4
Unrelated debt-financed income............ccccvevvennes 417,969 5.0 288,725 6.0 69.1
Investment income (less loss).......... 659,448 7.8 N/A N/A N/A
Income from controlled organizations...................... 198,754 2.4 98,677 21 49.6
Exploited exempt activity income, except advertising... 135,216 1.6 62,887 1.3 46.5
Advertising iNCOMe...........cccooevviiiiiiiiiiecs 1,325,650 15.8 609,732 12.8 46.0
Other iNCOMe (I€SS 10SS)......ccvirreriieiieiieieeeese e 405,900 4.8 217,001 4.5 53.5

N/A - Not applicable.
1 Less than 0.05 percent.

2 Property other than capital assets generally included property of a business nature, in contrast to personal property and investment property, which were capital assets.

3 Income from real property and personal property leased with real property.

4Repor'{ed by Internal Revenue Code section 501(c)(7), (9), and (17) organizations only.
sAnnuities, interest, rents, and royalties.

NOTE: Column detail may not add to totals because of rounding.
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unrelated businessincome (UBI), or 57 percent of
the total $8.4 hillion reported by al exempt organiza
tions[8]. Over the 1992-2000 tax-year period,
section 501(c)(3) nonprofit charitable organi zations
consistently accounted for more than half of total
gross UBI reported annually by all organizations on
Form 990-T. For 1991, they accounted for 49
percent of total grossUBI [9]. This section will
concentrateon someof thereporting characteristics
of nonprofit charitable organizations, including the
extent to which their dollar shares of various sources
of UBI contributed to the respective aggregate total
amounts of UBI reported by all Form 990-T filers.
The next section of thisarticle contains adiscussion
of several figuresthat present datafor 1991-2000 on
gross UBI and other mgjor financial items. The data
are categorized by section 501(c)(3) organizations
and selected other types of organizations, based on
the IRC section that described their exemption.

Thesection
501(c)(3) population of
Form 990-T filerstypi-
cally is dominated by
hospitals and medical
centers, schools, col-
leges, universities, and
related educational
organizations; artsand
cultural organizations,
including museums and
performing artsorgani-
zations; and human
servicesorganizations
[10]. Many other types of nonprofit charitable orga-
nizations file Forms 990-T aswell, and include,
predominantly, organizations with activities related
to the environment; animals; mental health; housing
and shelter; recreation and sports; scientific and
technological research; and religion.

According to SOI statisticsfor the 2000 tax year,
230,159 section 501(c)(3) nonprofit charitableorga-
nizations filed the informational Form 990 or Form
990-EZ [11]. About 5 percent of these section
501(c)(3) Form 990/990-EZ filersalso filed Form
990-T to report unrel ated businessincome and taxes.

Thelargest single source of unrelated business
income reported by nonprofit charitable organiza-
tionsfor 2000 was gross profit (lessloss) from sales

Actvitiesrd aedto
sal esandservi ces, and
adverti si ng, produced

three-quartersof
secti on501(c) (3
cherities gosslB for
Tax Year 2000.

and services. (Definitionsof thisand other sources
of UBI listed in Figure B can be found in the Expla-
nation of Selected Terms section of thisarticle.) Not
only did charities' income from sales and services
make up 62 percent of their total gross UBI, it also
accounted for 73 percent of gross profit (lessloss)from
sales and services reported by all Form 990-T filers.

The next largest UBI source reported by the
charitieswas advertising income, which amounted to
46 percent of the total advertising income reported
by dl exempt organizations. Activitiesrelated to
sales and services, and advertising, produced three-
quartersof section 501(c)(3) charities' grossUBI for
Tax Year 2000. Asemphasized by column (5) of
Figure B, nonprofit charitable organizations also
accounted for relatively large percentages of most of
the remaining income sources shown in column (1).

Capital gain net income was one of the least
important sources of unrelated businessincomefor
the charitable organizations. It amounted to less than
27 percent of capital gain net income reported by all
organi zations and made up only 4 percent of chari-
ties' grossUBI. Typically, section 501(c)(3)
nonprofits do not rely heavily on investmentsfor
producing income, both UBI and nontaxable mis-
sion-related income. Also, unless anonprofit charity
incurred debt to finance the purchase of aninvest-
ment, theincome produced from theinvestment
generally was not taxable.

Asoriginaly reported in an SOI Bulletin article
on 1999 Form 990-T data, it was discovered that
filers were over-reporting the amount of the “ net
operating loss deduction” (NOLD) [12]. (Seethe
definition of Net Operating Loss Deduction in the
Explanation of Selected Terms section of thisar-
ticle) The NOLD should have been reported only
when taxable income was positive, and it should
have been limited to the amount of the taxablein-
come. Rather than limiting the NOLD to the amount
that was appropriate to offset any positive taxable
income, many filers were reporting the entire amount
of their net operating loss carryover from prior years
activities. Reporting the entire amount of prior
years net operating losses resulted in aggregate
Form 990-T deficitsthat were extremely inflated.

Figure Cillustrates the differences, for Tax Year
2000, between the amount of NOLD initially re-
ported on Form 990-T and the correct amount of
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FigureC

Net Operating Loss Deduction (NOLD), As
Reported on Form 990-T and As Corrected,
Tax Year 2000

NOLD ($ millions)

2,500
OAs reported
W As corrected
2,000 F—
1,500
1,000
500 —
0 | — —
All filers * IRC section All other filers

501(c)(3) filers

Type of exempt organization

1Includes any Form 990-T filers that were tax-exempt under
Internal Revenue Code (IRC) sections 220(e), 401(a), 408(e), 408A,
501(c)(2)-(27), 529(a), and 530(a). See the Appendix to this article
for a listing of the types of tax-exempt organizations, by the IRC
section describing them.

NOLD that should have been reported. The aggre-
gate total of NOLD reported by all organizations
amounted to $2,245.0 million, which was subse-
guently changed to the correct amount of $181.2
million. Seventy percent of the aggregate total of
NOLD that was initialy reported was attributable to
section 501(c)(3) nonprofit chartable organi zations.
They reported an NOLD amount of $1,580.1 million,
whichwas corrected to $125.4 million.

Correctionsthat were madeto NOLD amounts
did not affect positive unrelated business taxable
income; they only reduced reported deficits. There-
fore, the over-reporting of the NOLD did not reduce
an organization's tax liability, but it did drastically
inflate deficits. The deficit amounts shown in Figure
A and elsewherein this article are after correctionsto
thereported NOL D amounts.

H uct uati onsi nForm®30-TH | i ngs
Figures D, E, and F present atime-series of Form
990-T returnsfiled for 1991-2000. Thesefigures, in

section of this article, contain plotted linesfor IRC
section 501(c)(3) nonprofit charitable organization
filersand for other types of filers tax-exempt under
selected |RC sections. Each of Figures D through J
also contains a broken plotted line for al filers,
except section 501(c)(3) organizations. Thisisdone
to give the reader avisual depiction of how section
501(c)(3) filerscompareto the rest of thefiling
population. Nonprofit charitable organizations
generally command more public interest than any
other type of organization granted exemption from
incometax by the IRS.

Overal, the year-to-year fluctuationsin Form
990-T filings shown in Figure D are attributable, in
large part, to section 408(e) “traditional” Individua
Retirement Account (IRA) trusts. (Roth IRA trusts,
which are described in IRC section 408A, arein-
cluded with “all filers” in Figure D. Roth IRA trusts
with gross UBI of $1,000 or more were required to
File Form 990-T beginning with Tax Y ear 1998.)
Excluding the section 408(€) IRA trusts, the number
of returnsfiled annually by section 501(c)(3) non-
profit charitable organizations and other types of
filersrepresented in Figure D wasfairly stable over
the 10-year period [13].

Organizations described in IRC sections 408(e),
501(c)(3), 501(c)(6) (businessleagues, chambersof
commerce, andreal estate boards), and 501(c)(7)
(recreational and socia clubs) consistently werethe
top four groups of Form 990-T filersand accounted
for 71 percent to 80 percent of annual filings during
the 1991-2000 period. The section 501(c)(9) volun-
tary employees' beneficiary organizations, which
made up only 3 percent or less of Form 990-T filers
each year, are included in Figure D to highlight the
fact that they filed only asmall percentage of returns,
but accounted for amuch larger proportion of total
unrelated business taxable income (UBTI) and unre-
lated businessincometax (UBIT), asshownin
FiguresH and J, respectively.

Figure E portrays a similar time seriesfor the
Form 990-T filing population that had gross unre-
lated businessincome (UBI) of $10,000 or less. The
filings of the population that had greater amounts of
gross UBI areillustrated in Figure F. Itisclearly
evident that the fluctuations in aggregate filings
shown in Figure D are driven by the section 408(€)
IRA truststhat reported smaller amounts of gross
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All Form 990-T Filers, by Selected Internal Revenue Code (IRC) Sections, Tax Years 1991-2000

Number of returns
50,000

40,000
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20,000
A —7/
10,000 = \D\
K- o e »
o W - o Y P °
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Tax year
— T Allfilers —&—IRC section 501(c)(3) filers
- - == - - Allfilers, except IRC section 501(c)(3) —B——IRC section 408(e) filers
—>*— |RC section 501(c)(6) filers —O0——|RC section 501(c)(7) filers
—&— |RC section 501(c)(9) filers

!Includes any Form 990-T filers that were tax-exempt under Internal Revenue Code (IRC) sections 220(e), 401(a), 408(e), 408A, 501(c)(2)-(27), 529(a), and
530(a). See the Appendix to this article for a listing of the types of tax-exempt organizations, by the IRC section describing them.

Form 990-T Filers With Gross Unrelated Business Income of $10,000 or Less, by Selected Internal
Revenue Code (IRC) Sections, Tax Years 1991-2000

Number of returns
25,000

20,000
15,000

10,000

5,000
H
0® . g ¢ g ¢ ¢
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Tax year
—— All filerst —24——|RC section 501(c)(3) filers
== == = = Al filers, except IRC section 501(c)(3) —HEF—IRC section 408(e) filers
—¥— IRC section 501(c)(6) filers —0—IRC section 501(c)(7) filers
—&— |IRC section 501(c)(9) filers

*Includes any Form 990-T filers who were tax-exempt under Internal Revenue Code (IRC) sections 220(e), 401(a), 408(e), 408A, 501(c)(2)-(27), 529(a), and
530(a). See the Appendix to this article for a listing of the types of tax-exempt organizations, by the IRC section describing them.
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e

Form 990-T Filers With Gross Unrelated Business Income Over $10,000, by Selected Internal

Revenue Code (IRC) Sections,Tax Years 1991-2000

Number of returns
30,000

15,000
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10,000
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25,000
20000 D/ﬁ/ﬁ/ﬁ/_ﬁ_/i/i/i__—i\i
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——O0— o
—k— —5—

o;e *: * —»

. > 45‘—

1991 1992 1993 1994 1995

1996 1997 1998

Tax year

——All filerst

All filers, except IRC section 501(c)(3)
—X¥—IRC section 501(c)(6) filers
—&—|RC section 501(c)(9) filers

—2A—IRC section 501(c)(3) filers
—H—IRC section 408(e) filers
—0——IRC section 501(c)(7) filers

YIncludes any Form 990-T filers who were tax-exempt under Internal Revenue Code (IRC) sections 220(e), 401(a), 408(e), 408A, 501(c)(2)-(27), 529(a), and 530(a). See
the Appendix to this article for a listing of the types of tax-exempt organizations, by the IRC section describing them.

UBI. Thefiling pattern of organizations with gross
UBI over $10,000 fluctuated somewhat during the
1991-2000 period, but the relatively small number of
returnsfiled by IRA trusts charted in Figure F had
little impact on the filing pattern shown in Figure D
for al section 408(e) organizations.

Partnership income consistently makesup a
substantial portion of the smaller section 408(e) IRA
trusts’ grossUBI. Sizeablegainsor lossesfrom
partnerships can affect whether their total gross UBI
isbelow or above the $1,000 threshold for filing
Form990-T [14]. Section408(e) IRA trusts' Form
990-T filings shown in Figure E rose or fell in tan-
dem with the amount of partnership incomereceived
by these types of organizations. For instance, for
1998, the number of returnsfiled by section 408(e)
IRA trustswith gross UBI of $10,000 or lessgrew by
105 percent, and their aggregate partnership income
increased by 266 percent. For 1999, the number of
returns filed and the amount of aggregate partnership
income received by these types of organizationsfell
32 percent and 52 percent, respectively.

Alecageof Fornm®90- TH nanci al S ati sti cs,
1991- 2000
Figures G through J contain respective time-series
datafor 1991-2000 on gross unrel ated business
income (UBI), total deductions, unrelated business
taxable income (UBTI), and unrelated business
incometax (UBIT). Thegraphswere constructed
using constant dollar amounts[15]. Thedatain
Figures G through J are segmented by al filers;
Internal Revenue Code (1RC) section 501(c)(3)
nonprofit charitable organizations; all filers, except
section 501(c)(3) organi zations; section 501(c)(6)
businessleagues, chambers of commerce, and real
estate boards; section 501(c)(7) recreational and
social clubs; section 501(c)(9) voluntary employees
beneficiary associations (VEBA's); and section
401(a) qualified pension, profit-sharing, and stock-
bonus plans (hereinafter referred to as“ pension
trusts’).

Section 401(a) pension trusts are charted in place
of section 408(e) IRA trustsin Figures G-J. Unlike

the section 408(e) I RA trusts, the number of returns
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filed by pension trusts during the 1991-2000 period
had very little influence on the pattern of aggregate
Form 990-T filings shown in Figures D-F. Con-
versely, section 408(€) | RA trusts contributed rela-
tively little to aggregate amounts of gross UBI,
deductions, taxableincome, and tax graphed in
Figures G-J, while pension trusts had anotable
impact on aggregate amounts of taxable income and
tax shownin Figures| and Jfor selected years during
the 1991-2000 period.

“Qutliers,” returnsthat contained unique charac-
teristicsthat were considered anomalousto the general
population of returnsfiled for agiven year, or returns
that contained very large dollar amounts and were
not filed consistently over the 10-year period, have
been excluded from Figures G through J. For ex-
ample, atax-exempt association, which reported the

Gross UBI ($ millions)
8500

6,800 [
5,100

3,400 F

1,700

largest amounts of gross UBI and total deductionsfor
each of Tax Years1991-1997, had itstax-exempt
status terminated beginning with Tax Y ear 1998
[16]. Thereturnsfiled by this organization for 1991-
1997 are not included in Figures G-J. In all, there
were eight tax-exempt entities that filed at least one
return during the 1991-2000 period that was consid-
ered to be an outlier. Any returnsfiled by these eight
entitieswere excluded from the statistics used to
construct thetime seriesshown in Figures G-J.

GossUrel at edBusi ness| ncone (LB )

Asillustrated in Figure G, the gross UBI of section
501(c)(3) nonprofit charitable organi zations grew
steadily during Tax Y ears 1991-2000, nearly tripling
over the 10-year period, from $1,638 million to
$4,618 million, after adjustment for inflation and the

Gross Unrelated Business Income (UBI) Reported on Form 990-T, by Selected Internal Revenue Code
(IRC) Sections, Tax Years 1991-2000, in Constant Dollars?

1995

1996 1997

Tax year

—— All filers?

——O——IRC section 501(c)(7) filers
——O—IRC section 401(a) filers

------ All filers, except IRC section 501(c)(3) —¥—— IRC section 501(c)(6) filers

—4A——|RC section 501(c)(3) filers

—&—— IRC section 501(c)(9) filers

2000 and other tax years included in Figure G.

1Constant dollars were derived using the 1996 chain-type price indexes issued by the Bureau of Economic Analysis (BEA), Department of Commerce. The
indexes are available from BEA's Web site, www.bea.gov. Tax Year 2000 is the base year in this figure. See note, below, regarding the exclusion of "outliers" from

2Includes any Form 990-T filers that were tax-exempt under Internal Revenue Code (IRC) sections 220(e), 401(a), 408(e), 408A, 501(c)(2)-(27), 529(a), and
530(a). See the Appendix to this article for a listing of the types of tax-exempt organizations, by the IRC section describing them.

NOTE: There were eight tax-exempt entities that filed at least one return that was considered to be an "outlier" for purposes of analyzing data from the 1991-2000
reporting period. The outliers are validly filed returns, but they contained unique characteristics that were considered anomalous to the general population of returns
filed for a given year, or they contained very large dollar amounts and were not filed each year over the 10-year period. The returns of these eight organizations
have been excluded from the 1991-2000 time series presented in Figures G-J, in order to avoid skewing of the multi-year financial data being analyzed. For
consistency, these outliers were also excluded from the 1991-2000 time-series in Figures D-F, even though their presence would not have distorted the data

presented. Other figures and tables in this article contain data from all validly filed returns.
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removal of outliers. These organizations reported far
more income from unrel ated business activities
annually than any other type of organization. After
the nonprofit charitable organizations, the section
501(c)(6),501(c)(7), and 501(c)(9) organizations
have traditionally accounted for the next largest
proportions of gross UBI.

The unrelated businessincome of section
501(c)(7) recreational and social clubsrose dightly
and steadily each year during the 1991-2000 period.
Thesameistruefor the section 501(c)(6) business
|eagues, chambers of commerce, and real estate
boards, except for aslight downturn for 1998. The
relatively stable amounts of gross UBI reported by
these organi zations throughout the 1991-2000 period
contrasts with the steep growth exhibited by the
section 501(c)(3) charitable organizations.

Tax Years 1991-2000, in Constant Dollars?

Total deductions ($ millions)
8,500

6,800
5,100

3,400

Compared to other types of organizationsin-
cluded in Figure G, section 401(a) and section
501(c)(9) filers' respective annual amountsof gross
UBI were much more variable throughout the period,
and these two groups of filers carried much less
weight than the section 501(c)(3) charitiesin shaping
the pattern of annual changesin aggregate gross UBI
over the 10-year period. Even though the section
401(a) trusts historically did not account for alarge
portion of total gross UBI, they, along with the chari-
tiesand VEBA's, figure prominently in the UBTI and
UBIT time-series data contained in Figures | and J.

Total Ceducti ons

The total deductions graph lines contained in Figure
H for &l filers, and for each of the sections
501(c)(3), 501(c)(6), and 501(c)(7) filers, form

Total Deductions Reported on Form 990-T, by Selected Internal Revenue Code (IRC) Sections,

1,700
Sg e k2 - X 2
0 éﬁ ® . ® ® —% ¥ %
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Tax year

— @ All filers?

—O——RC section 501(c)(7) filers
—<0——|RC section 401(a) filers

""" All filers, except section 501(c)(3)

—2—|RC section 501(c)(3) filers
—¥——IRC section 501(c)(6) filers
—&——|RC section 501(c)(9) filers

from 2000 and other tax years included in Figure H.

1Constant dollars were derived using the 1996 chain-type price indexes issued by the Bureau of Economic Analysis (BEA), Department of Commerce. The
indexes are available from BEA's Web site, www.bea.gov. Tax Year 2000 is the base year in this figure. See note, below, regarding the exclusion of “outliers"

?|ncludes any Form 990-T filers that were tax-exempt under Internal Revenue Code (IRC) sections 220(e), 401(a), 408(e), 408A, 501(c)(2)-(27), 529(a), and
530(a). See the Appendix to this article for a listing of the types of tax-exempt organizations, by the IRC section describing them.

NOTE: There were eight tax-exempt entities that filed at least one return that was considered to be an "outlier" for purposes of analyzing data from the 1991-
2000 reporting period. The outliers are validly filed returns, but they contained unique characteristics that were considered anomalous to the general population of
returns filed for a given year, or they contained very large dollar amounts and were not filed each year over the 10-year period. The returns of these eight
organizations have been excluded from the 1991-2000 time series presented in Figures G-J, in order to avoid skewing of the multi-year financial data being
analyzed. For consistency, these outliers were also excluded from the 1991-2000 time-series in Figures D-F, even though their presence would not have distorted

the data presented. Other figures and tables in this article contain data from all validly filed returns.
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patterns very similar to those shown for the respec-
tivetypes of filers' gross UBI shownin Figure G.
Thisis not the case with the section 501(c)(9) VEBA
trustsand section 401(a) pensiontrusts, however.
Compared to these organizations annual gross UBI
fluctuations presented in Figure G, the annual
amounts of their total deductions plotted in Figure H
remained relatively flat from 1991 to 2000.

Traditionally, tax-exempt trusts, by the nature of
their operations, are more limited than most tax-
exempt corporate entitiesin the types and amount of
deductionsthey can claim to offset income, whichis
one factor in explaining the fairly stable expenses
reported by the section 501(c)(9) and section 401(a)
trusts. For example, trust investment portfoliosare
usually overseen by only one or two trust managers,
so deductions for salaries and wages, asignificant
deduction item for many corporate nonprofits, are
relatively small for exempt trusts. Their morelim-
ited deductions are part of the reason why the section
501(c)(9) VEBA trusts and section 401(a) pension
trustsaccount for significantly greater proportions of
aggregate UBTI and UBIT, depicted in Figures | and
J, than they do of aggregate gross UBI and total
deductions, depicted in Figures G and H. Other
factorsinfluencing Form 990-T filers' UBTI and
UBIT are discussed in the next section on “Unrelated
Business Taxable Income and Tax.”

Using Tax Y ear 2000 as an example, section
501(c)(9) VEBA trusts' total deductions comprised
only 5 percent of the aggregate total reported by all
Form 990-T filers, and their gross UBI accounted for
11 percent of aggregate gross UBI. After offsetting
their UBI with deductions, the VEBA's accounted
for 38 percent of UBTI and 36 percent of UBIT. In
addition, the VEBA' sratio of deductionsto gross
UBI was 44 percent. By comparison, the total-
deductions-to-gross-UBI ratiofor section 501(c)(3)
charitieswas 101 percent for 2000.

A situation similar to that for the VEBA trusts
existsfor the section 401(a) pensiontrusts. For 2000,
they accounted for lessthan 1 percent of total deduc-
tions and 2 percent of aggregate gross UBI, and their
total-deductions-to-gross-UBI ratiofor that year was
36 percent. After offsetting their UBI with deduc-
tions, the pension trustsaccounted for 8 percent of
UBTI and 9 percent of UBIT. For any given year
during the 1991-2000 period, pension trustsac counted

for no more than 1 percent of total deductionsand
lessthan 5 percent of gross UBI, whiletheir propor-
tionate shares of UBTI and UBIT were much greater.
A particularly notable example of thisis Tax Year
1995. Pension trustsaccounted for well under 1
percent of total deductions and only 3 percent of
aggregate gross UBI reported for 1995, but their
shares of UBTI and UBIT were 20 percent and 23
percent, respectively.

Uhr el at ed Busi ness Taxabl e | ncone and Tax

The graphic displays of unrelated business taxable
income (UBTI) and unrelated business income tax
(UBIT) contained in Figures | and J are nearly
identical, not surprising given the causal relationship
between these two financial dataitems. Large
proportions of aggregate UBTI and UBIT were
attributableto section 501(c)(3) and 501(c)(9)
organizations from 1991 to 2000, and section 401(a)
organizations accounted for sizeable proportionsfor
selected yearsthroughout the period. Overall,
sections501(c)(6) and 501(c)(7) organi zations
accounted for more moderate sharesof UBTI and
UBIT, and did not play as significant arolein year-
to-year changesin thesefinancia dataitemsasdid
the af orementioned organizations. Organizations
deductions, applicable tax rates, and types of financial
activities are all factors that influence their taxable
incomes and tax liahilities reported on Form 990-T.

Influence of Organizations' Deductions

As noted earlier, disparities in the amounts of
deductions the different types of organizations are
allowed to use to offset unrelated businessincome
affect the amount of income that is ultimately taxable
to the organizations. Tax Year 1997 isagood
exampleto highlight this. In current 1977 dollars,
section 501(c)(3) charitieswith (positive) UBTI
reported $1,008.5 million of aggregate gross UBI

and $731.5 million of total deductions. The section
501(c)(9) VEBA trustswith UBTI reported $508.6
million of aggregate gross UBI (about half that
reported by the nonprofit charities) and only $52.7
million of total deductions (less than one-tenth of that
reported by the charities). Asaresult, thetaxable
income of the charitiesfor 1997 was $276.9 million,
while that for the VEBA’s was $455.8 million. In
addition to the disparity between the total-deduc-
tions-to-gross-UBI ratios of thesetwo types of
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Unrelated Business Taxable Income (UBTI) Reported on Form 990-T, by Selected Internal Revenue

Code (IRC) Sections, Tax Years 1991-2000, in Constant Dollars *

UBTI ($ millions)
1,350

1,080

1991 1992 1993 1994 1995
Tax year

1996 1997 1998 1999 2000

—@— Allfilers?

—O—IRC section 501(c)(7) filers
—O0——IRC section 401(a) filers

""" All filers, except IRC section 501(c)(3) — ¥ IRC section 501(c)(6) filers

—2&—|RC section 501(c)(3) filers

—<— IRC section 501(c)(9) filers

1Constant dollars were derived using the 1996 chain-type price indexes issued by the Bureau of Economic Analysis (BEA), Department of Commerce.
The indexes are available from BEA's Web site, www.bea.gov. Tax Year 2000 is the base year in this figure. See note, below, regarding the exclusion of

"outliers" from 2000 and other tax years included in Figure I.

2Includes any Form 990-T filers that were tax-exempt under Internal Revenue Code (IRC) sections 220(e), 401(a), 408(e), 408A, 501(c)(2)-(27), 529(a),
and 530(a). See the Appendix to this article for a listing of the types of tax-exempt organizations, by the IRC section describing them.

NOTE: There were eight tax-exempt entities that filed at least one return that was considered to be an "outlier" for purposes of analyzing data from the
1991-2000 reporting period. The outliers are validly filed returns, but they contained unique characteristics that were considered anomalous to the general
population of returns filed for a given year, or they contained very large dollar amounts and were not filed each year over the 10-year period. The returns
of these eight organizations have been excluded from the 1991-2000 time series presented in Figures G-J, in order to avoid skewing of the multi-year
financial data being analyzed. For consistency, these outliers were also excluded from the 1991-2000 time-series in Figures D-F, even though their
presence would not have distorted the data presented. Other figures and tables in this article contain data from all validly filed returns.

organizations (73 percent versus 10 percent), thetax
rates applicable to each type also comeinto play.

Influence of Organizations Tax Rates

M ost section 501(c)(3) organizationsareincorpo-
rated, and are thus subject to U.S. corporatetax rules
and margina tax rates. Virtually al section
501(c)(9) organi zationsaretrusts, which are subject
to different tax rules, depending on the type of trust,
and are generally taxed at individua (single status)
marginal tax rates. Once again using Tax Year 1997
as an example, the minimum tax rate for trustswas
15 percent, which was applied to UBTI of lessthan

$1,650. For corporations, the minimum 15-percent
tax rate applied to amuch larger UBTI threshold--
lessthan $50,000. The maximum tax ratesfor trusts
and corporationswere, respectively, 39.6 percent,
applied to trust taxable income over $6,100, and 35
percent, applied to corporate taxableincome over
$18,333,333.

To emphasize the effect of these contrasting tax
rates, atax-exempt trust with $40,000 of UBTI
would beliable for $15,840 of unrelated business
incometax, compared to atax-exempt corporation
with the same amount of UBTI, which would be
liable for only $6,000 of unrelated business income
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e

Unrelated Business Income Tax (UBIT) Reported on Form 990-T, by Selected Internal Revenue Code
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2000 and other tax years included in Figure J.

tax. A similar situation exists for the section 401(a)
pension trusts, which, like the VEBA's, are subject
to higher marginal tax rates than corporate entities.

I nfluence of Organizations Typesof Financial
Activities

Thetypes of financial activitiesin which organiza-
tions are engaged, and which produce their various
types of unrelated businessincome, also have great
impact on annual amounts of unrelated business
taxable income. Volatility of financial markets
appearsto be linked to some of the annual increases
and decreases in taxable income and, therefore, the

1Constant dollars were derived using the 1996 chain-type price indexes issued by the Bureau of Economic Analysis (BEA), Department of Commerce. The
indexes are available from BEA's Web site, www.bea.gov. Tax Year 2000 is the base year in this figure. See note, below, regarding the exclusion of “outliers" from

2Includes any Form 990-T filers that were tax-exempt under Internal Revenue Code (IRC) sections 220(e), 401(a), 408(e), 408A, 501(c)(2)-(27), 529(a), and
530(a). See the Appendix to this article for a listing of the types of tax-exempt organizations, by the IRC section describing them.

NOTE: There were eight tax-exempt entities that filed at least one return that was considered to be an "outlier" for purposes of analyzing data from the 1991-
2000 reporting period. The outliers are validly filed returns, but they contained unique characteristics that were considered anomalous to the general population of
returns filed for a given year, or they contained very large dollar amounts and were not filed each year over the 10-year period. The returns of these eight
organizations have been excluded from the 1991-2000 time series presented in Figures G-J, in order to avoid skewing of the multi-year financial data being
analyzed. For consistency, these outliers were also excluded from the 1991-2000 time-series in Figures D-F, even though their presence would not have distorted
the data presented. Other figures and tables in this article contain data from all validly filed returns.

tax reported by section 501(c)(9) and section 401(a)
trust entitiesfor 1991-2000, asrepresented in Figures
I and J[17]. Since each of thesetypes of entities
main source of incomeisinvestments, the annual
amounts of total gross UBI that they report are linked
more closely to market fluctuations than gross UBI
amounts reported by many other types of organiza-
tions, most nhotably the section 501(c)(3) nonprofit
charitable organizations.

For exampl e, the two main sources of gross
unrelated business income traditionally reported on
the Form 990-T income statement by section
501(c)(9) VEBA’sareinvestment income (lessl0ss)
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and capital gain net income. For the 401(a) pension
trusts, thetwo largest income sources are combined
partnership and S corporation income, and capital
gain netincome. The production of these types of
income can be directly influenced by financial mar-
kets. Incontrast, the section 501(c)(3) nonprofit
charitable organizations reported gross profit (less
loss) from sales and services, and advertising income
astheir two largest sources of gross UBI. A general
economic downturn could unfavorably affect the
demand for section 501(c)(3) unrel ated business
services, but these organizations are fairly well
protected from any adverse effects caused by poor
financial market performancein agiven year.

Thedecreasein the section 501(c)(9) associa-
tions' UBTI shown in Figure | for 1994 may have
occurred, in part, dueto overall poor stock market
performance experienced during that year. 1n 1994
current dollars, the VEBA'’ sreported a 74-percent
declinein capital gain net income, which, coupled
with asmall, 3-percent increase in investment in-
come, wasacontributing factor in the 36-percent
decreasein UBTI.

For Tax Y ear 1995, ayear in which stock perfor-
mance appreciably rebounded, VEBA's reported
more than a six-fold increase in capital gainson
Form 990-T. Taxableincome reported by VEBA's
continued to increase through 1995-1997, all yearsin
which annual ratesof returnson stock fundsgrew
consistently. The taxableincome and income tax of
VEBA'’s dropped substantially from 1997 to 1998.
Generally, returnson stock investmentswererela-
tively good for 1998, but third-quarter prices dropped
sharply and then rose rapidly through the remainder
of 1998, which may haveinfluenced investment
management decisions. Investment income of
VEBA'sincreased less than 1 percent and capital
gain net income decreased 15 percent for 1998.

The aggregate unrelated business taxable income
of section 401(a) pensiontrustsincreased continu-
ously from 1991 to 1996 and then dropped for 1997,
asindicated in Figurel. Their UBTI increased over
the next 2 years, but fell sharply by the end of 2000.
Fluctuationsin net income from partnerships, capital
gains, and, to some extent, S corporationslargely
affected pension trusts annual aggregate amounts of
UBTI. Based on current dollars, the partnership net
income and capital gain net income of Form 990-T
pension trust filers decreased 48 percent and 6 per-

cent, respectively, for 1997. Because of atax-law
change affecting certain exempt organizations’ own-
ership of Scorporation stock, beginning with Tax

Y ear 1998, pension trusts were required to report a
combined amount of partnership and S corporation
net income on Form 990-T [18]. For 1998, pension
trusts' combined netincomefrom partnershipsand S
corporationsrose 58 percent over the 1997 partner-
ship (only) net income amount, while capital gain net
income declined once again, by 12 percent. For
1999, partnership and S corporation net income
increased slightly, and capital gain net income grew
by 140 percent. However, income from each of
these sourcesfell considerably for 2000, with respec-
tive decreases of 20 percent and 63 percent. Market
conditions became relatively unstable during 2000,
with stock pricesdeclining significantly by year’ send.

UBTI and UBIT of | RC Section 501(c)(3)
Organizations

Intermsof UBTI and UBIT charted in Figures| and
J, themost notable yearsfor the section 501(c)(3)
nonprofit charitable organizationswere Tax Y ears
1999 and 2000, during which their unrelated business
taxable income and tax amounts increased by large
percentages. In current dollars, UBTI increased by
58 percent between 1998 and 1999, and another 21
percent between 1999 and 2000. UBIT percentage
increasesfor 1999 and 2000 were 65 percent and 24
percent, respectively.

Thegross UBI of section 501(c)(3) charitieswith
taxableincomefor 1999 rose 24 percent, but their
total deductionsrose at amuch lower rate, only 12
percent, which resulted in alargeincrease in the
amount of income that wastaxable. Charitieswith
UBT!I reported 11 percent morein aggregate gross
profit (lessloss) from sales and services, which made
up 42 percent of the gross UBI they reported for
1999. Capita gain net income (11 percent of taxable
charities’ 1999 gross UBI) more than tripled between
1998 and 1999, while combined partnership and S
corporation income (14 percent of charities’ 1999
grossUBI) increased by 32 per cent.

For 2000, the gross UBI and total deductions of
charities with taxable income increased at about the
samerate, 18 percent and 17 percent, respectively,
and the amount of their total deductionswas 35
percent less than the amount of their total gross UBI.
L arge percentage increasesin the amounts of gross
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profit (lessloss) from sales and services, capital gain
net income, combined partnership and S corporation
income, debt-financed income, incomefrom con-
trolled organizations, and advertising income re-
ported by taxable charitiesfor 2000 were key con-
tributorsto the growth in gross UBI for that year.

All of these income sourcesincreased by 30 percent
or more between 1999 and 2000.

Summar y

Nonprofit organizations filed an estimated 38,567
Forms 990-T, Exempt Organization BusinessIncome
Tax Returns, for Tax Year 2000. Overal, organiza-
tions reporting “unrelated businessincome” (UBI)
filed 9 percent fewer returnsfor 2000, the second
consecutive tax year that the number of filingsfell.
Returnswith gross UBI of $10,000 or less, the
threshold for being exempted from filing return
schedules and reporting detailed information on
deductions, decreased by 15 percent; thosewith
higher amounts of gross UBI decreased by 4 percent.
After offsetting $8.4 billion of total gross UBI with
$7.7 billion of deductions, the resulting unrelated
business taxableincome (less deficit) for 2000 was
$0.7 billion. Aggregate unrelated business (positive)
taxable income (UBTI) and unrelated business
income tax (UBIT) were $1.4 billion and $0.4
billion, respectively.

Overdl, there were significant year-to-year
fluctuationsin the number of Form 990-T filingsfrom
1991-2000. Thesefluctuationswere attributable, in
large part, to Internal Revenue Code section 408(€)
Individual Retirement Account (IRA) trusts. The
number of returnsfiled annually by section 501(c)(3)
nonprofit charitable organizations and all remaining
typesof Form 990-T filers, other than section 408(e)
IRA trusts, wasfairly stable over the 10-year period.

Thegross UBI of section 501(c)(3) nonprofit
charitable organizations grew steadily throughout
Tax Y ears 1991-2000, nearly tripling, from $1.6
billion to $4.6 hillion, after adjustment for inflation
and the removal of datafor “outliers.” (Outliers
included returnswith characteristicsconsidered to be
anomalous to the general population of returns filed
for agiven year, or returns with very large dollar
amountsthat were not filed for each year during the
10-year period.) Section 501(c)(3) organizations
annually reported far more income from unrelated
business activities than any other type of organiza-

tion. Thelargest single source of unrelated business
income reported by nonprofit charitable organiza-
tionsfor 2000 was gross profit (lessloss) from sales
and services. Not only did charities' incomefrom
sales and services make up 62 percent of their total
gross UBI, it also accounted for 73 percent of gross
profit (Ilessloss) from sales and servicesreported by
all Form 990-T filers.

After the nonprofit charitable organizations, the
section501(c)(6) chambersof commerce, business
leagues, and real estate boards; the section 501(c)(7)
recreational and social clubs; and the section
501(c)(9) voluntary employees’ beneficiary associa-
tions (VEBA's) traditionally have accounted for the
next largest proportions of gross UBI. The section
401(a) qualified pension, profit-sharing, and stock-
bonus plan trusts and section 501(c)(9) VEBA trusts
historically account for relatively large portions of
unrelated business taxable income and unrel ated
businessincome tax and, thus, figure prominently in
each of the UBTI and UBIT time series presented for
Tax Y ears 1991-2000.

Cat aSour cesandLi it at i ons
The Tax Y ear 1991-2000 statisticsin thisarticle are
based on annual samples of Forms990-T, Exempt
Organization Business Income Tax Returns. Sepa-
rate articlesfor 1991-1999 were published in
previous quarterly issues of the SOI Bulletin, which
date from Spring 1995 through Spring 2003, respec-
tively. Selected datafrom 1991-1999, along with the
2000 data, have been presented in this current article
to provide areview of the latest 10-year period for
which studies have been completed. Becausea
discussion of data sourcesand limitationswas
included in each of the previous articlesfor 1991-
1999, this section will focus only on the most recently
completed study of Tax Y ear 2000 Forms990-T.
The 2000 Form 990-T study incorporated atwo-
stage sample design consisting of a stratified random
sample and a specia “integrated” sample. The
integrated sample was designed to gather information
on “related” (tax-exempt) and “unrelated” (taxable)
income and expensesfor section 501(c)(3) organiza-
tionsthat filed both Form 990, Return of Organiza-
tion Exempt from Income Tax (or Form 990-EZ, the
short-form version of thisinformation return), and
Form 990-T. Thisintegrated sampling program
ensured that the Stati stics of |ncome sample of
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Forms 990-T included any unrelated businessincome
tax returns (with gross UBI of $1,000 or more) filed
by organi zations whose Form 990 or Form 990-EZ
information returns were selected for the separate
sampleof section 501(c)(3) nonprofit charitable
organizations. Organizations exempt under other
Code sectionswere not subjected to theintegrated
sampling program.

The Form 990-T returnswereinitially divided
into strata, based on gross UBI, and selected using
Bernouli sampling. Section 501(c)(3) returnsnot
selected randomly were then matched to returnsin
the Forms 990/990-EZ sample. These matched
returns, along with any randomly selected Forms
990-T that also had counterpartsin the Forms 990/
990-EZ sample, formed the “integrated” IRC section
501(c)(3) portion of the Form 990-T sample[19].

Asshown in Figure K, the designed sampling
ratesranged from aminimum of 3 percent (Form
990-T gross UBI lessthan $20,000, with either no

Tax Year 2000

Form 990/990-EZ match or amatch to a Code sec-
tion 501(c)(3) From 990/990-EZ with total assets
under $1,000,000) to amaximum of 100 percent
(either Form 990-T gross UBI of $300,000 or more,
or Form 990-T with any amount of gross UBI and a
match to a section 501(c)(3) Form 990 with total
assetsof $30,000,000 or more). Other Forms990-T
were selected at ratesranging from 6 percent to 45
percent. In addition to designed sample rates, Figure
K contains population counts, sample counts, and
achieved sample rates, by size of gross unrelated
businessincome reported on Form 990-T and size of
total assets reported on Form 990 or Form 990-EZ.
The population from which the 2000 Form 990-T
samplewasdrawn consisted of Form 990-T records
posted to the IRS Business Master File system during
2001 and 2002. Returnsfiled after Calendar Y ear
2002 were not included in the sample. Thereturnsin
the sample were stratified based on the size of gross
unrelated businessincome (UBI). A sample of 7,815

Population and Sample Counts, and Designhed and Achieved Sample Rates, by Sample Group,

Designed Achieved
S;rg]f’le Size of gross unrelated business income (UBI) on Form 990-T and size of total assets on | Population Sample sample sample
number matching IRC section 501(c)(3) Form 990 or Form 990-EZ * counts counts rate rate
Percentages
1) (2 3) 4
1 Gross UBI $1,000 under $20,000 and total assets under $1,000,000, or
Gross UBI $1,000 under $20,000 and no matching Form 990 or Form 990-EZ..................... 18,371 602 3.00 3.28
2 Gross UBI $1,000 under $20,000 and total assets $1,000,000 under $2,500,000, or
Gross UBI $20,000 under $60,000 and total assets under $2,500,000, or
Gross UBI $20,000 under $60,000 and no matching Form 990 or Form 990-EZ.................... 7,306 437 6.00 5.98
3 Gross UBI $1,000 under $60,000 and total assets $2,500,000 under $10,000,000, or
Gross UBI $60,000 under $150,000 and total assets under $10,000,000, or
Gross UBI $60,000 under $150,000 and no matching Form 990 or Form 990-EZ................. 5,403 675 13.00 12.49
4 Gross UBI $1,000 under $150,000 and total assets $10,000,000 under $30,000,000, or
Gross UBI $150,000 under $300,000 and total assets under $30,000,000, or
Gross UBI $150,000 under $300,000 and no matching Form 990 or Form 990-EZ...............J 2,953 1,295 45.00 43.85
5 Gross UBI $300,000 or more, or total assets $30,000,000 OF MOYe€............cccoveerirurrceniniriennnn 4,806 4,806 100.00 100.00
All SAMPIE GrOUDS 2. .. 38,839 7,815 N/A N/A

N/A - Not applicable.

1 The Form 990-T sample included returns that were initially selected based on independent Form 990-T sampling criteria, and additional returns that
were not initially selected but were subsequently matched to returns in the Forms 990 and 990-EZ sample of IRC section 501(c)(3) filers. Form 990-EZ
may be completed by smaller organizations, those with gross receipts of less than $100,000 and end-of-year assets of less than $250,000.

2 After excluding returns that were originally selected for the sample but later rejected, the sample size was 7,762, and the estimated population size
was 38,567.
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returns was sel ected from a popul ation of 38,839.
After excluding returnsthat were selected for the
sample but later rejected, the resulting sample size
was 7,762 returns, and the estimated population size
was 38,567. Rejected returnsincluded those that had
gross UBI below the $1,000 filing threshold; were
filed only to claim arefund or report the “ proxy tax”;
werefiled for apart-year accounting period for 2000,
and afull-year return was also filed for that year; or
werefiled for a part-year accounting period that
began in ayear other than 2000. For example, afinal
return filed for the short period of January 2001-June
2001 may have been initialy selected for the 2000
sample based on the criterion of an accounting period
that ended between December 2000 and November
2001, but it was later rejected because, in actuality, it
wasaTax Year 2001 return.

Theinformation presented in thisarticle was
obtained from returns as originaly filed with the
Internal Revenue Service. The datawere subjected
to comprehensivetesting and correction procedures
in order to improve statistical reliability and validity.
In most cases, dueto time constraints, changes made
to the original return as aresult of administrative
processing, audit procedures, or ataxpayer amend-
ment were not incorporated into the data base.

Because the data are based on a sample, they are
subject to sampling error. In order to use these
statistics properly, the magnitude of the sampling
error, measured by the coefficient of variation (CV),
should betaken into account. FigureL showsCV’s
for selected financial data. CV'’sare not shown for
returnswith gross UBI of $300,000 or more because
they were sampled at a 100-percent rate and, there-
fore, are not subject to sampling variability. A dis-
cussion of the reliability of estimates based on
samples and methods for eval uating both the magni-
tude of sampling and nonsampling error and the
precision of sample estimates can be found in the
genera Appendix, located near the back of thisissue
of the SOI Bulletin.

Expl anati onof Sl ectedTerns

In some of the following explanations, tax-exempt
organizations are cited by the Internal Revenue Code
section under which they are described. Thevarious
types of tax-exempt organizations subject to the
unrelated businessincome tax provisions are de-
scribed by Code section in the Appendix to this

article. In addition to helping the reader understand
the terms contained in the written content of this
article, these explanations are also helpful when
using Tables 1 through 7, at the end of the article.

Advertising Income.--Grossincomerealized by a
tax-exempt organization from the sale of advertising
in aperiodical was grossincome from an unrelated
trade or business activity involving the “exploitation
of an exempt activity,” namely, the circulation and
readership of the periodical developed by producing
and distributing the readership content of that peri-
odical. Advertising income was reported separately
from other types of “exploited exempt activity in-
come.” (See the explanation of Exploited Exempt
Activity Income.) Internal Revenue Code section
501(c)(7), (9), and (17) organizationsreported gross
advertising income, aswell as other types of “ex-
ploited exempt activity income,” as part of gross
receiptsfrom sales and services. All other organiza-
tionsreported thisincome separately.

Capital Gain Net Income.--Generaly, organiza-
tionsrequired to file Form 990-T (except organiza-
tions tax-exempt under Internal Revenue Code sec-
tions501(c)(7), (9), and (17)) were not taxed on net
gainsfrom the sale, exchange, or other disposition of

Coefficients of Variation for Selected Iltems,
by Size of Gross Unrelated Business Income,
Tax Year 2000

Gross Unrelated

Number] unrelated Total business Total

Size of gross unrelated of business | deductiong taxable tax

business income returns] income income

Coefficient of variation (percentages)

Q@ 6] (©)] @ (O]

TOtAlrvvveeneens 0.20 0.44 0.54 054 | 0.5
$1,000 under $10,001 2...... 2.12 3.39 6.49 6.72 | 7.32
$10,001 under $100,000 *.| 2.15 175 2.99 546 | 6.07
$100,000 under $300,000..] 2.09 161 2.24 432 | 481
$300,000 or more.............. N/A N/A N/A N/A | N/A

N/A - Not applicable because the achieved sample rate was 100 percent.

1 The gross unrelated business income (UBI) brackets of "$1,000 under $10,001" and
"$10,001 under $100,000" reflect the different filing requirements for organizations with
gross UBI of $10,000 or less (only a "partial” return was required) and all other Form 990-
T filers (a more detailed "complete” return was required). Organizations with gross UBI
below $1,000 were not required to file Form 990-T.
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property. However, capital gain net income on sales
of debt-financed property, certain gainsonthecutting
of timber (section 1231), and gains on salesof certain
depreciable property (described in sections 1245,
1250, 1252, 1254, and 1255) were taken into account
in computing capital gain net income. Also, any gain
or loss passed through from a partnership or S corpo-
ration, or any gain or losson thedisposition of S corpo-
ration stock by a*“qualified tax-exempt” (defined in
the explanation of Income (Less L oss) from Partner-
shipsand S corporations), was taxed as a capital gain
or loss. (Seethe explanation of Investment Income
(LessLoss) for information regarding investment in-
comeof section 501(c)(7), (9), and (17) organizations.)

Contributions.--To the extent permissible under
the Internal Revenue Code, a deduction was allowed
for contributions or gifts actually paid within the tax
year to, or for the use of, another entity that wasa
charitable or Governmental organization described in
Code section 170(c). A tax-exempt corporation was
allowed a deduction for charitable contributions up to
10 percent of its unrelated business taxable income
(UBTI) computed without regard to the deduction for
contributions. A tax-exempt trust was generally
allowed adeduction for charitable contributions
under the rules applicable to individual taxpayers,
except the limit on the deduction was determined in
relation to UBTI computed without regard to the
contributions deduction, rather than in relation to
adjusted grossincome. Contributionsin excess of
the respective corporate or trust limitations may be
carried over to the next 5 taxable years, subject to
certain rules. The contributions deductionwasal-
lowed whether or not directly connected with the
carrying on of atrade or business.

Cost of Salesand Services.--Cost of salesand
serviceswasreported asalump-sum total, but may
haveincluded depreciation, salaries and wages, and
certain other types of deductibleitems. For this
reason, the total amount shown for some of the
separately reported components of total deductions,
such as“ salariesand wages,” may be understated.
Cost of salesand serviceswas subtracted from gross
receiptsfrom salesand servicesin computing gross
profit (lessloss) from sales and services, whichisa
component of grossunrelated businessincome
(UBI). Because Form 990-T filing requirements are
based on gross UBI, and cost of salesand servicesis
factored into the computation of grossincome, the

deduction for cost of salesand servicesisreportedin
the grossincome section of Form 990-T, not the
deductionssection.

Deductions Directly Connected With Unrelated
Business Income.--These were deductionsallowed in
computing net income, if they otherwise quaified as
income tax deductions under the Internal Revenue
Code and if they had a“proximate and primary”
relationship to carrying on an unrelated trade or
business. Allowable deductionsincluded those
allocable to rental of personal property; those alo-
cableto unrelated debt-financed income; those allo-
cableto investment income of Internal Revenue
Codesection501(c)(7), (9), and (17) organi zations,
those alocable to interest, annuities, royalties, and
rents received from “ controlled organizations” (see
definition of Income from Controlled Organizations);
those alocable to “exploited exempt activity income’
other than advertising; direct advertising costs; com-
pensation of officers, directors, and trustees; salaries
and wages, repairs and maintenance; bad debts;
interest; taxes and licenses; depreciation (unless
deducted el sewhere); depletion; contributionsto
deferred compensation plans; contributionsto em-
ployee benefit plans; the “ net operating |oss deduc-
tion”; and “ other deductions.” Tax-exempt organiza-
tionswith gross unrelated businessincome (UBI)
above $10,000 were required to report each deduc-
tion component separately. Organizationswith gross
UBI between $1,000 (the filing threshold) and
$10,000 reported asingle total of thefirst five types
of directly-connected expenses|isted above (those
described as “allocable to”) and asingle total for al
other types of deductions (both deductionsdirectly
connected with UBI and those not directly con-
nected, each defined elsewhere in this section),
except for two itemsthat were required to bere-
ported separately: the “net operating loss deduction”
(directly connected) and the “ specific deduction”
(not directly connected), both al so defined below.

Deductions Not Directly Connected With
Unrelated Business Income.--The component deduc-
tionswere" set-asides,” “ excessexempt expenses,”
charitable contributions, and the * specific deduc-
tion.” The specific deduction wasreported, when
applicable, by al organizations with positive taxable
income; the other types of deductions not directly
connected with UBI werereported separately, when
applicable, only by tax-exempt organizations with
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gross UBI above $10,000. (See, also, the explana-
tions of Set-Asides, Excess Exempt Expenses, Con-
tributions, and the Specific Deduction.)

Excess Exempt Expenses.--Thetwo types of
“excess’ expensesallowed as deductionsfrom unre-
|ated businessincome were (1) excess exempt ex-
penses attributable to commercial exploitation of
exempt activities, and (2) excess exempt expenses
attributable to advertising income. In the case of
“exploited” exempt activity income (see the explana
tion of Exploited Exempt Activity Income, Except
Advertising, below), if the expenses of the
organization's exempt activity exceeded theincome
from the exempt activity, then the excess expenses
could be used to offset any positive net unrelated
businessincome produced from expl oiting the ex-
empt activity, to the extent that it did not resultin a
loss. Excess expenses of acommercialy exploited
exempt activity could not be used to offset income
from another type of unrelated business activity if the
unrelated activity did not exploit that particular
exempt activity. Inthe case of excessexempt ex-
penses attributable to advertising income, if the
expenses attributabl e to producing and distributing
the readership content of a periodical exceeded the
circulationincome, then the excess of readership
costsover circulationincome could be used to offset
any net gain from advertising (gross advertising
income less direct advertising costs), to the extent
that it did not result in aloss.

Exploited Exempt Activity Income, Except
Advertising.--In somecases, exempt activitiescreate
goodwill or other intangibles that are capable of
being exploited in acommercial manner. When an
organization exploited such an intangible in commer-
cia activitiesthat did not contribute importantly to
theaccomplishment of an exempt purpose, theincome
it produced was grossincome from an unrelated
trade or business. An example of thistype of activity
would be an exempt scientific organization with an
excellent reputation in the field of biologica research
that exploits its reputation regularly by selling en-
dorsements of |aboratory equipment to manufactur-
ers. Endorsing laboratory equipment would not have
contributed importantly to the accomplishment of
any purpose for which tax exemption was granted to
the organization. Accordingly, theincomefrom
selling such endorsementsis gross unrel ated business
income. Exploited exempt activity income from

advertising was reported separately from other types
of exploited exempt activity income (see the explana-
tion of Advertising Income). Interna Revenue Code
section 501(c)(7), (9), and (17) organizationsre-
ported income from exploited exempt activitiesas
part of gross receiptsfrom salesand services. All
other organizations reported thisincome separately.

Gross Profit (Less Loss) from Salesand Ser-
vices.--Thiswasthegross profit (lessloss) from any
unrelated trade or business regularly carried on that
involved the sale of goods or performance of ser-
vices. It did not includeincome from unrelated
business activities that were required to be reported
separately on any of thetax form’ s supporting sched-
ules. For example, an Internal Revenue Code section
501(c)(7) social club wouldinclude grossrestaurant
and bar receipts from nonmembersin the calculation
of grossprofit (Ilessloss) from sales and services, but
would report itsinvestment income from sales of
securities on the required supporting schedule. Gross
profit (lessloss) from salesand servicesis computed
asgrossreceiptsfrom salesor services, lessreturns
and allowances, minus cost of salesand services.

GrossUnrelated BusinessIncome (UBI).--This
wasthetotal gross unrelated businessincome prior to
reduction by allowable deductions used in computing
unrelated business taxable income. All organizations
wererequired to report detailed sources of gross
UBI. The components of gross UBI were gross
profit (lessloss) from sales and services; capital gain
net income; net gain (lessloss) from sales of
noncapital assets; net capital |ossdeduction (trusts
only); income (lessloss) from partnershipsand S
corporations; rental income; unrelated debt-financed
income; investment income (lessloss) of Internal
Revenue Code section 501(c)(7), (9), and (17) orga-
nizations; income (annuities, interest, rents, and
royalties) from controlled organizations; “exploited
exempt activity” income, except advertising; adver-
tising income; and “other” income (lessloss). (For
an explanation of these sources of income, seethe
separate explanations of each component.)

A tax-exempt organization’ sincome was treated
as unrelated businessincomeif it was from atrade or
businessthat was regularly carried on by the organi-
zation and that was not substantialy related to the
performance of the organization’ sexempt purpose or
function (other than that the organization needed the
profits derived from the unrelated activity). Theterm
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“trade or business’ generally comprised any activities
carried on for the production of income from selling
goads or performing services. Theseactivitiesdid
not lose their identity astrades or businesses merely
because they were carried on within alarger aggre-
gate of similar activities or within alarger complex
of other endeavorsthat may, or may not, have been
related to the exempt purposes of the organization.
For example, soliciting, selling, or publishing com-
mercia advertising isidentified as atrade or business
even though the advertising is published in an ex-
empt organization’s periodical that contains editorial
matter related to the organization’ s exempt purpose.

Incomefrom Controlled Organizations.--When
an exempt organization controls another organiza-
tion, the entire amount of gross annuities, interest,
rents, and royalties (termed “ specified payments”)
received from the controlled organization areincluded
in the gross UBI of the controlling organization, to
the extent that the specified payments were clamed
asadeduction from the controlled organization’s own
UBI (in the case of an exempt controlled organiza-
tion) or the “equivalent” of UBI (in the case of a
nonexempt controlled organization). The equivalent
of UBI was computed asif the nonexempt controlled
organi zation were exempt and had the same exempt
purpose as the controlling organization. “Control”
meant: (a) for astock corporation, the ownership (by
vote or value) of more than 50 percent of the stock;
(b) for apartnership, ownership of morethan 50
percent of the profitsor capital interests; or (c) for
any other organization, ownership of more than 50
percent of the beneficial interests. All deductions
“directly connected” with aForm 990-T filer’ sgross
controlled-organization income were alowed. The
rulesfor debt-financed property did not apply to
passiveincome (generally, investment income) from
controlled organizations. (See the definition of
Unrelated Debt-Financed Income.)

Income (Less Loss) from Partnershipsand S
Corporations.--If an organization was apartner in
any partnership that carried on an unrelated trade or
business, thisincomeitem included the organization's
share of partnership gross unrelated businessincome
lessits share of partnership deductionsthat were
directly connected with the unrelated income. If an
organization was a“qualified tax-exempt” that held
stock inan S corporation, thisincome item included
theincomeor lossfrom the stock interest. The stock

interest wastreated as an unrelated trade or business,
and all items of income, loss, or deduction were
taken into account in computing unrel ated business
taxableincome. A “qudlified tax-exempt” was an
organization described in Internal Revenue Code
section 401(a) (qualified stock bonus, pension, or
profit-sharing plan) or section 501(c)(3), and exempt
from tax under section 501(a).

Investment Income (Less Loss) .--Thisincome
was reported only by organizations exempt under
Internal Revenue Code sections501(c)(7), (9), and
(17) and included such income as gross unrel ated
debt-financedincome, grossincomefromthe owner-
ship or sale of securities, and set-asides deducted
from investment income in previous yearsthat were
subsequently used for a purpose other than that for
which adeduction was allowed. (See, also, the
explanation of Set-Asides.) All grossrents (except
thosethat were exempt-functionincome) of section
501(c)(7), (9), and (17) organizationsweretreated as
unrel ated businessincome and were reported as
“rental income.” Organizations exempt under sec-
tions other than 501(c)(7), (9), and (17) did notreport
“investment income (lessloss).” Generally, these
organizations' investment income (dividends, inter-
est, rents, and annuities) and royalty income were not
taxed as unrelated businessincome, unlessit was
income, other than dividends, from acontrolled
organization or debt-financed income, or the rents
were of the type described in the explanation of
rental income. (See explanations of Income from
Controlled Organizations, Rental Income, and Unre-
lated Debt-Financed Income.)

Net Capital Loss (Trusts Only).--If atrust had a
net lossfrom sales or exchanges of capital assets, it
was allowed a deduction for the amount of the net
lossor $3,000, whichever waslower. (Tax-exempt
corporationswere not allowed to deduct any ex-
cesses of capital losses over capital gains.) Tax-
exempt trusts reported the net capital |oss deduction
on Form 990-T asacomponent of gross unrel ated
businessincome, and it was subtracted when com-
puting total gross UBI.

Net Gain (Less Loss), Sales of Noncapital As-
sets--Thiswasthe gain or loss from the sale or
exchange of business property, asreported on Form
4797, Sales of Business Property. Property other
than capital assets generally included property of a
business nature, in contrast to personal and invest-
ment properties, which werecapital assets.
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Net Operating Loss Deduction (NOLD).--Thenet
operating losscarryover or carryback (asdescribed
in Internal Revenue Code section 172) was allowed
asadeduction (limited to the current-year excess of
receipts over deductions, prior to applying the
NOLD) in computing unrelated business taxable
income. However, the net operating loss carryover
or carryback (allowed only to or from atax year for
which the organi zation was subject to tax on unre-
|ated businessincome) was determined without
taking into account any amount of exempt-function
income or deductionsthat had been excluded from
the computation of unrelated business taxablein-
come. A “net operating loss’ represented the excess
of deductions over receiptsfor aspecified year for
which an organization reported an overall deficit
fromits unrelated trade or business activities. The
net operating loss deduction statisticsin thisarticle
represent only net operating loss carryoversfrom
prior yearsbecause carrybacksfrom futureyears
would be reported in alater year on an amended
return, not on the return asinitially filed (which
served asthe basisfor the statistics).

Other Deductions.--Thisincluded al types of
unrel ated busi ness deductions that were not specifi-
cally required to be reported elsewhere on the tax
return. Examples arefeesfor accounting, legal,
consulting, or financial management services; insur-
ance costs (if not for employee-related benefits); equip-
ment costs; mailing costs; office expenses, such as
janitorial services, supplies, or security services; rent;
travel expenses; educational expenses; and utilities.

Other Income (Less Loss).--Thisincluded all
types of unrelated businessincome that were not
specifically required to be reported el sewhere on
thetax return. Examples areinsurance benefit
fees; member support fees, commissions; returned
contributionsthat were deducted in prior years;
income from insurance activities that was not prop-
erly set asidein prior years; recoveries of bad debts;
and refunds of State or local government tax pay-
ments, if the paymentswere previously reported as
adeduction.

Proxy Tax.--Thiswasatax on certain nonde-
ductible lobbying and political expenditures paid or
incurred after December 31, 1993, by organizations
that were tax-exempt under Internal Revenue Code
sections501(c)(4), 501(c)(5), and 501(c)(6). If the
organization failed to notify its members regarding

their shares of dues to which nondeductible [obbying
and political expenditures were alocable, or if the
notice did not include the entire amount of dues that
was allocabl e, then the proxy tax wasimposed on the
organization. It was computed as 35 percent of the
aggregate amount of nondeductible [obbying expen-
dituresthat was not included in the notices sent to the
organization’ smembers. The proxy tax wasrequired
to bereported on Form 990-T and wasincluded in
total tax; however, there was no connection between
the proxy tax and the taxation of income from an
organization' s unrelated business activities.

Rental Income.--For organizationstax exempt
under Internal Revenue Code sections other than
501(c)(7), (9), and (17), thiswastheamount of (1)
grossrentsfrom personal property (e.g., computer
equipment or furniture) leased with real property, if
the rental income from the personal property was
morethan 10 percent, but not more than 50 percent,
of thetota rentsfrom all leased property; or (2)
grossrentsfrom both real property and personal
property leased with real property if the personal
property was more than 50 percent of thetotal rents
from al leased property. Except for the second
situation covered above, grossrentsfromreal prop-
erty were generally excluded in computing unrel ated
businesstaxableincome. Inaddition, grossrents
from personal property that did not exceed 10 per-
cent of thetotal rentsfrom all leased property were
excluded (and not included in gross UBI). Any rents
not covered by the explanation of “rental income”
had to be considered in terms of their taxability as
unrelated businessincome from controlled organiza-
tions or unrelated debt-financed income, in that
order. For organizationstax-exempt under sections
501(c)(7), (9), and (17), rental income included all
grossrents(except thosethat were exempt-function
income), with no exclusions. (See explanations of
Income from Controlled Organizations and Unrelated
Debt-Financed Income.)

Set-Asides.-- Thisdeduction frominvestment
income was allowed to social and recreational clubs
(Internal Revenue Code section 501(c)(7)), voluntary
employees' beneficiary associations(section
501(c)(9)), and supplemental unemployment benefit
trusts(section 501(c)(17)). Thedeductionwasequal
to the amount of passiveincome (generally, invest-
ment income) that these organizations set aside (1) to
be used for charitable purposes or (2) to provide
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payment of life, health, accident, or other insurance
benefits (section 501(c)(9) and (17) organizations
only). However, any amounts set aside that ex-
ceeded the " qualified asset account” limit, asfigured
under section 419A, were not alowed as adeduction
from unrelated businessinvestment income; they
weretreated astaxable investment income. A sec-
tion 419A qualified asset account is any account
consisting of assets set aside to provide for the pay-
ment of disability benefits, medical benefits, sever-
ance pay benefits, or lifeinsurance benefits.

Soecific Deduction.--Thespecific deductionwas
$1,000 or the amount of positive taxable income,
whichever wasless. Theamount deducted was
considered “ not directly connected” with gross
unrelated businessincome and was allowed to all
organizations that had positive taxable income after
all other types of deductionsweretaken. Thisdeduc-
tion provided the equivaent benefit of the $1,000
gross unrelated businessincomefiling threshold
under which some organi zations were exempted
from filing areturn and paying the unrelated business
incometax.

Total Deductions.--Total deductionsincluded
both deductions reported on the main part of Form
990-T and expense items reported on any of six
supporting schedul es, which were al so part of the
tax form. It excluded cost of salesand services
($2.3 billion for 2000), which was subtracted from
grossreceiptsfrom sales and servicesin computing
grossprofit (Ilessloss) from salesand services,
whichisacomponent of gross unrelated business
income (UBI). (Seethe explanation of Cost of Sales
and Services.)

Total Tax.--Total tax wasunrel ated business
income tax lessthe foreign tax credit, general busi-
ness credit, credit for prior-year minimum tax, and
other allowable credits, plusthe “proxy tax” on
certain lobbying and political expenditures, the tax
from recomputing certain prior-year credits (“ recap-
turetaxes’), and the “alternative minimum tax.”

Unrelated Business Income (UBI).--Seedefini-
tion of Gross Unrelated Business Income (UBI).

Unrelated Business Income Tax.--Thiswasthe
tax imposed on unrelated business taxable income. It
was determined based on the regular corporate or
trust incometax rates that were in effect for the 2000
Tax Year, as shown in the following schedul es.

Tax Ratesfor Corporations

Amount of unrelated
business taxable incomeis:

Of the

But not amount

Over— over— Tax is: over—
$0  $50,000 15% $0
50,000 75,000 $7,500 + 25% 50,000
75,000 100,000 13,750 + 34% 75,000
100,000 335,000 22250 + 39% 100,000
335,000 10,000,000 113900 + 34% 335,000

10,000,000 15,000,000 3,400,000 + 35% 10,000,000
15,000,000 18,333,333 5,150,000 + 38% 15,000,000

18,333,333 -- 35% 0
Tax Ratesfor Trusts
Amount of unrelated
business taxable incomeis:
Of the
But not amount
Over— over— Taxis. over—
$0 $1,750 15% $0
1,750 4,150 $262.50+ 28% 1,750
4,150 6,300 934.50+31% 4,150
6,300 8,650 1,601.00+ 36% 6,300
8,650 - 2,447.00+39.6% 8,650

Unrelated Business Taxable Income (Less
Deficit).--Thiswasgrossincomederived from any
unrelated trade or business regularly carried on by an
exempt organization, less deductions directly con-
nected with carrying on the trade or businessand less
other alowable deductions not directly connected.
On areturn-by-return basis, the result of this compu-
tation was either positive (unrelated business taxable
income), negative (deficit), or zero. Taxableincome
was subject to the unrel ated businessincome tax.
(See, ds0, explanations of Deductions Directly
Connected With Unrelated Business Income and
Deductions Not Directly Connected With Unrelated
Businessincome.)

Unrelated Debt-Financed Income.--Grossin-
comefrominvestment property for which acquisition
indebtedness was outstanding at any time during the
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tax year was subject to the unrel ated businessincome
(UBI) tax. The percentage of investment incometo
beincluded as gross UBI was proportional to the
ratio of average acquisition indebtedness to the
average adjusted basis of the property. Varioustypes
of passive income (generally, investment income)
were considered to be unrelated debt-financed in-
come, but only if theincome arose from property
acquired or improved with borrowed fundsand if the
production of income was unrelated to the
organization’ stax-exempt purpose. When any prop-
erty held for the production of income by an organi-
zation was disposed of at again during the tax year,
and there was acquisition indebtedness outstanding at
any time during the 12-month period prior to the date
of disposition, the property was considered debt-
financed property, and the gain wastreated as unre-
lated debt-financed income. Income from debt-
financed property did not include rents from personal
property (e.g., computersor furniture) leased with
real property, certain passive income (generaly,
investment income) from controlled organi zations,
and other amounts that were otherwiseincluded in
computing unrel ated business taxableincome. Inter-
nal Revenue Code section 501(c)(7), (9), and (17)
organizations reported all debt-financed income as
“Investment Income (LessLoss).” All other organi-
zations reported debt-financed income separately.

Nbt es and Ref er ences

[1] A businessactivity is considered unrelated if it
does not contribute importantly (other than the
production of funds) to accomplishing an
organization's charitable, educational, or other
purpose that isthe basis for the organization’s
tax exemption. In determining whether activi-
ties contribute importantly to the accomplish-
ment of an exempt purpose, the size and extent
of the activities involved must be considered in
relation to the nature and extent of the exempt
function that they intend to serve. To the extent
an activity is conducted on ascalelarger thanis
reasonably necessary to perform an exempt
purpose, it does not contribute importantly to
the accomplishment of the exempt purpose. The
part of the activity that is more than needed to
accomplish the exempt purposeis an unrelated
trade or business. Whether an activity contrib-

[2]

(3]

utesimportantly depends in each case on the
factsinvolved. SeelRS Publication 598, Tax on
Unrelated Business Income of Exempt Organi-
zations, for additional information on unrelated
businessincome and tax.

Thefollowing is a case example from Publica-
tion 598. An American folk art museum
operates a shop in the museum that sellsrepro-
ductions of worksinthe museum’sown collec-
tion and also works from the collections of other
art museums. In addition, the museum sells
souvenir items of the city wherethe museumis
located. The sale of thereproductions, regard-
less of which museum houses the original
works, isconsidered to be“related” becauseit
contributesimportantly to the achievement of
the museum’ s exempt educational purpose by
making works of art familiar to a broader
segment of the public, thereby enhancing the
public’ s understanding and appreciation of art.
However, the sale of souvenir items depicting
the city in which the museum islocated is
considered to be “unrelated” becauseit has no
causal relationship to art or to artistic endeavor,
and, therefore, does not contributeimportantly
to the accomplishment of the museum’ sexempt
educational purposes.

The unrelated businessincometax (UBIT) for
nonprofit corporationswas determined based on
theregular corporateincometax ratesin effect
for the tax year of the Form 990-T filing.
Nonprofit trustswere generally taxed at the
regular individua (single status) income tax
rates established for estates and trustsfor the tax
year of the Form 990-T filing. Truststhat were
eligible for the maximum 28-percent tax rate on
capital gain net income figured their tax based
on Schedule D of Form 1041, U.S. Income Tax
Return for Estatesand Trusts The corporate
and trust tax-rate schedulesfor Tax Y ear 2000
are included in the definition of Unrelated
Business Income Tax, found in the Explanation
of Selected Termssection of thisarticle.

Churches, which aretax-exempt under I nternal
Revenue Code section 501(c)(3), are not
required to apply for exemption unless they
desire to obtain an Internal Revenue Service
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[4]

[5]

ruling, and they do not have to file a Form 990
information return. However, these churches
arerequired to file Form 990-T if they received
$1,000 or more of grossincomefrom business
activitiesthat were considered unrelated to the
purposesfor which they received tax-exempt
status. Private foundationsand certain chari-
table trustsfile an information return on Form
990-PF, Returnof Private Foundation or
Section 4947(a)(1) Nonexempt Charitable Trust
Treated asa Private Foundation. For the most
recent Form 990 annual data on organizations
tax-exempt under Internal Revenue Code
sections501(c)(3) (excluding privatefounda-
tions and most religious organi zations) through
501(c)(9), see Arnsberger, Paul D., “Charities
and Other Tax-Exempt Organizations, 2000,”
Satistics of Income Bulletin, Winter 2003-2004,
Volume 23, Number 3. For the most recent
annual data on private foundations, see Ludlum,
Meélissa, “ Domestic Private Foundations and
Charitable Trusts, 2000,” Statisticsof Income
Bulletin, Fall 2003, Volume 23, Number 2.
Internal Revenue Code section 4947(a)(1)
“nonexempt charitabletrusts’ and section
4947(a)(2) “ split-interest trusts” arerequired to
report unrel ated businessincome on Form 1041,
Estate and Trust Income Tax Return, rather than
Form990-T. Information on nonexempt chari-
table trusts can be found in Ludlum, cited above.
For information on split-interest trusts,which
file Form 5227, Split-Interest Trust I nformation
Return, see Belvedere, Mdissa J., “ Split-Interest
Trusts, 2001,” Satistics of IncomeBulletin,
Winter 2003-2004, VVolume 23, Number 3.

The amount of total tax liability originally
reported on Forms990-T, as stated in these
statistics, may not necessarily be the amount
ultimately paid to the Internal Revenue Service
(IRS). Changesintax liability assessments can
be made after the original returnisfiled, either
by the taxpayer on an amended return, by the
IRS after examination, or by rulings of the U.S.
tax courts after litigation.

A membership organization that was tax-exempt
under Internal Revenue Code sections
501(c)(4),501(c)(5), or 501(c)(6) wasliablefor

(6]

[7]

(8]

[9]

the proxy tax on certain nondeductible lobbying
and political expenditures if the organization did
not notify its members of the shares of their
dues that were allocated to the nondeductible
expenditures, or if the notice did not include the
entire amount of duesthat was allocated.

Organizations with unrelated business income
tax liability may have been liable for the aterna-
tive minimum tax (AMT) on certain adjustments
and tax preferenceitems. In addition to report-
ing AMT on Form 990-T, tax-exempt trusts
with AMT were required to attach Form 1041,
Schedulel (Alter native Minimum Tax), and tax-
exempt corporationswith AMT wererequired to
attach Form 4626 ( Alter native Minimum Tax--
Corporations).

Examplesof “other” creditsarethe possessions
tax credit, the nonconventional sourcefuel
credit, and the qualified electric vehicle credit.

Theterm “charitable” refersto tax-exempt
organi zations with purposesthat are charitable,
educational, scientific, literary, or religiousin
nature, or organizationsthat test for public
safety or prevent cruelty to children or animals.
Theterm also covers organizations that other-
wise qualified for tax-exempt status under the
Income Tax Regulationsissued for Internal
Revenue Code section 501(c)(3).

These and other statistics cited inthisarticle for
Tax Years 1991-1999 for the most part were
published in earlier editions of the Spring issue
of the Satisticsof IncomeBulletin, 1995-2003,
Volumes 14-22, respectively.

[10] Internal Revenue Code section 501(c)(3) filers

were categorized using the National Taxonomy
of Exempt Entities (NTEE) coding system, an
industry-wide standard for nonprofit organiza-
tional classification. The NTEE was developed
and is maintained by the Nationa Center for
Charitable Statistics, Center on Nonprofits and
Philanthropy, Urban Institute.

[11] See Arnsberger, Paul D., “Charities and Other

Tax-Exempt Organizations, 2000,” Satistics of
Income Bulletin, Winter 2003-2004, V olume 23,
Number 3.
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[12] See Riley, Margaret, “Unrelated Business
Income Tax Returns, 1999,” Statisticsof
Income Bulletin, Spring 2003, Volume 22,
Number 4.

[13] In addition to organizations described as tax-
exempt under sections501(c)(2)-(27) of the
Internal Revenue Code (IRC), certain other
types of organizations, all of which aretrusts,
were required to file Form 990-T if they had
gross“unrelated business” activity income of
$1,000 or more. Theseincludethe section
408(e) traditional Individual Retirement Ac-
counts(IRA’s), aswell as section 220(e)
Archer Medical Savings Accounts; section
401(a) qualified pension, profit-sharing, and
stock bonus plans; section 408A Roth IRA’s,
section 529(a) Coverdall Education Savings
Accounts, and section 530(a) Qualified State
Tuition Plans.

[14] For Tax Y ear 2000, 94 percent of the 4,883
section 408(e) IRA trustswhosereturnsare
represented in Figure E reported partnership
income (lessloss). Of those, 44 percent had
gross UBI of lessthan $2,000. Fairly small
gains or lossesin partnership income experi-
enced by such organizations could result in their
income straddling the $1,000 filing threshold
from onetax year to the next.

[15] Constant dollars were derived using the 1996
chain-type price indexes issued by the Bureau of
Economic Analysis (BEA), Department of
Commerce. Theindexes are available from
BEA’sWeb site, www.bea.gov. Tax Y ear 2000
isthe base year in Figures G through J.

[16] Tax return information reported by filers of
Form 990-T isprotected by disclosurerules

contained in the Internal Revenue Code. How-
ever, to avoid misinterpretation of Form 990-T
data fluctuations presented in an article that
appeared in the Spring 2002 issue of the SOI
Bulletin, the tax-exempt association signed a
release form to allow itsidentity and tax return
information to be disclosed to the public.

[17] The Wilshire 5000 Total Market Index was used
for analyzing possible effects of financial
markets on unrelated busi ness taxableincome
and tax. Thisindex can be accessed from
www.wilshire.com/quote.html.

[18] For tax years beginning after December 31,
1997, an organization exempt from tax under
Internal Revenue Code section 501(a) and
described in section 401(a) (qualified pension,
profit-sharing, or stock-bonusplan) or section
501(c)(3) (nonprofit charitabl e organi zation)
could be ashareholder in asubchapter S corpo-
ration without causing the corporation to lose its
subchapter Sstatus. For 1998 and later tax
years, partnership income (lessloss) and S
corporation income (lessloss) were combined
and reported asasingle total on Form 990-T.
For tax yearsprior to 1998, only partnership
income (lessloss) wasreported. Seethe
definition of “Income (Less L oss) from Partner-
shipsand S Corporations’ in the Explanation of
Selected Terms section of thisarticle.

[19] For additiona information on the Forms 990
and 990-T integrated sample design, see Harte,
James M. and Hilgert, CeceliaH., “Enriching
One Sample While Improving Another: Link-
ing Differently Stratified Samples of Documents
Filed by Exempt Organizations,” Statistics of
Income: Turning Administrative Systemsinto
Information Systems, 1993.

Source: IRS, Statistics of Income Spring Bulletin,
Publication 1136, July 2004.
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Appendix
Types of Tax-Exempt Organizations Subject to the Unrelated Business Income Tax Provisions,
by Internal Revenue Code Section

Code . . o
. Description of organization General nature of activities
section
220(e) Archer Medical Savings Accounts (MSA's) Fiduciary agent for accounts used in conjunction
with high-deductible health plans to save funds for
future medical expenses
401(a) Qualified pension, profit-sharing, or stock bonus plans | Fiduciary agent for pension, profit-sharing, or stock
bonus plans
408(e) Traditional Individual Retirement Accounts (IRA's) Fiduciary agent for retirement funds
408A Roth Individual Retirement Accounts (IRA's) Fiduciary agent for retirement funds; subject to
same rules as traditional IRA's, except contributions
are not tax deductible and qualified distributions are
tax free
501(c)(2) Title-holding corporations for exempt organizations Holding title to property for exempt organizations
3) Religious, educational, charitable, scientific, or literary | Activities of a nature implied by the description of
organizations; testing for public safety organizations. the class of organization
Also, organizations preventing cruelty to children or
animals, or fostering national or international amateur
sports competition
4) Civic leagues, social welfare organizations, and local Promotion of community welfare and activities from
associations of employees which net earnings are devoted to charitable,
educational, or recreational purposes
(5) Labor, agricultural, and horticultural organizations Educational or instructive groups whose purpose is
to improve conditions of work, products, and
efficiency
(6) Business leagues, chambers of commerce, real estate | Improving conditions in one or more lines of
boards, and like organizations business
()] Social and recreational clubs Pleasure, recreation, and social activities
(8) Fraternal beneficiary societies and associations Lodges providing for payment of life, health,
accident, or other insurance benefits to members
9) Voluntary employees' beneficiary associations Providing for payment of life, health, accident, or
(including Federal employees' voluntary beneficiary other insurance benefits to members
associations formerly covered by section 501(c)(10))
(20) Domestic fraternal beneficiary societies and Lodges, societies, or associations devoting their net
associations earnings to charitable, fraternal, and other specified
purposes, without life, health, or accident insurance
benefits to members
(11) Teachers' retirement fund associations Fiduciary associations providing for payment of
retirement benefits
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Appendix
Types of Tax-Exempt Organizations Subject to the Unrelated Business Income Tax Provisions,
by Internal Revenue Code Section--Continued

Code

. Description of organization General nature of activities
section

501(c)(12) Benevolent life insurance associations, mutual ditch or | Activities of a mutually beneficial nature implied by
irrigation companies, mutual or cooperative telephone | the description of the class of organization
companies, and like organizations

(13) Cemetery companies Arranging for burials and incidental related activities

14) State-chartered credit unions and mutual insurance or | Providing loans to members or providing insurance
reserve funds of, or reserve funds for, shares or deposits in
certain banks or loan associations

(15) Mutual insurance companies or associations other Providing insurance to members, substantially at
than life, if written premiums for the year do not cost
exceed $350,000

(16) Corporations organized to finance crop operations Financing crop operations in conjunction with
activities of a marketing or purchasing association

a7) Supplemental unemployment benefit trusts Fiduciary agent for payment of supplemental
unemployment compensation benefits

(18) Employee-funded pension trusts (created before June | Providing for payments of benefits under a pension
25, 1959) plan funded by employees

(29) Posts or organizations of past or present members of Providing services to veterans or their dependents;
the armed forces advocacy of veteran's issues; and promotion of
patriotism and community service programs

(21) Black Lung Benefit Trusts Created by coal mine operators to satisfy their
liability for disability or death due to black lung
disease

(22) Withdrawal liability payment funds Providing funds to meet the liability of employers

withdrawing from a multi-employer pension fund

(23) Associations of past and present members of the Providing insurance and other benefits to veterans
armed forces founded before 1880 or their dependents
(24) Trusts described in section 4049 of the Employee Providing funds for employee retirement income

Retirement Income Security Act of 1974

(25) Title-holding corporations or trusts with no more than Acquiring real property and remitting all income
35 shareholders or beneficiaries and only one class of | earned from such property to one or more exempt
stock or beneficial interest organizations; pension, profit-sharing, or stock
bonus plans; or governmental units
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Appendix

Types of Tax-Exempt Organizations Subject to the Unrelated Business Income Tax Provisions,
by Internal Revenue Code Section--Continued

Code
section

Description of organization

General nature of activities

501(c)(26)

27)

529(a)

530(a)

State-sponsored health plans

State-sponsored workers' compensation plans

Qualified State Tuition Plans

Coverdall Education Savings Accounts

Providing coverage for medical care on a not-for-
profit basis to residents with pre-existing medical
conditions that resulted in denied or exorbitantly
priced traditional medical care coverage

Pooled employers' funds providing reimbursements
to employees for losses arising under workers'
compensation acts; also, State-created, -operated,
and -controlled organizations providing workers'
compensation insurance to employers

State- and agency-maintained plans that allow
individuals to purchase credits or certificates, or
make contributions to an account, to pay for future
educational expenses

Fiduciary agent for accounts created for the
purpose of paying qualified higher education
expenses of a designated beneficiary

NOTE: Corporations that are organized under an Act of Congress, and are instrumentalities of the United States, described in

section 501(c)(1) of the Internal Revenue Code, are not subject to unrelated business income taxation. Prepaid legal service funds,
previously described in section 501(c)(20) of the Internal Revenue Code, were no longer tax exempt effective with tax years
beginning after June 30, 1992.
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Table 1.--Number of Returns, Gross Unrelated Business Income (UBI), Total Deductions, Unrelated
Business Taxable Income (Less Deficit), Unrelated Business Taxable Income, and Total Tax, by Internal
Revenue Code Section Describing Type of Tax-Exempt Organization, Tax Year 2000

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Gross Total Unrelated business taxable Total
Number unrelated deductions income Unrelated tax *
Internal Revenue of business (less deficit) business
Code section returns income Number Number taxable Number
(uBl) of Amount of Amount income of Amount
returns returns ° returns

1) @ (3) @ (5) (6) U] (8) ©
All SECHONS...oovsvvesveeeve 38567 | 8413385 38408 | 7,703,052 31,549 710333 | 1427441 19,340 402,904
220(e). - - - - - - - - -
401(a). 566 176,647 517 64,174 513 112,473 114,242 493 36,215
5,516 44,905 5,513 15,831 5,285 29,074 30,066 5,085 7,610
*32 *820 *32 *32 *32 *788 *788 *32 *167
245 83,538 245 83,594 200 -57 10,135 118 3,259
11,497 4,780,148 11,431 4,828,648 9,235 -48,501 469,089 4,124 146,128
1,480 331,351 1,479 342,431 1,147 -11,080 12,394 447 3,256
2,484 239,430 2,482 234,413 2,031 5,017 24,150 895 6,464
6,086 901,135 6,086 882,345 4,238 18,790 80,787 1,963 25,483
6,825 561,235 6,794 493,097 6,015 68,138 106,452 4,604 23,050
674 104,702 674 103,490 510 1,211 6,957 269 1,492
501(c)(9).... 611 941,207 605 410,645 347 530,562 547,915 285 144,502
501(c)(10).. 223 15,494 223 17,164 166 -1,670 530 *24 *80
BOL(C)(LL) v - - - - - - - - -
501(c)(12).. 219 50,728 219 44,415 177 6,313 9,375 81 2,288
501(c)(13).. *51 *2,824 *51 *2,182 *51 *642 *851 *43 *217
501(c)(14).. 115 23,987 115 29,049 113 -5,062 2,706 *86 *695
501(c)(15).. -- - - - - - - - -
LT0 N (5[ 1<) TR - - - - - - - - -
501(c)(17) *x x - *x ** x x - *x
501(c)(18).. . - - - - - - - - -
LTINS EXe) TS 1,878 152,667 1,878 151,007 1,456 1,660 8,957 758 1,445

6

501(c)(21) - - - - - - - - -
501(c)(22).. *x *x - *x *x *x *x - *x
501(c)(23).. - - - - - - - - -
501(c)(24 *x x x *x *x *x *x *x *x
501((:)(25) Kk *k Kk *k *k *k *k Kk *k
501(c)(26).. - - - - - - - - -
501(c)(27).. - - - - - - - - -
L7 1C) - - - - - - - - -
530(). v - - - -- - -- - - --

*Estimate should be used with caution because of the small number of sample returns on which it is based.

**Data deleted to avoid disclosure of information for specific taxpayers. However, data are included in the appropriate totals.

1 Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.3 billion.

2 Includes both deductions reported on the main part of the tax return and expense items reported on supporting schedules.

3 Excludes returns with unrelated business taxable income (less deficit) equal to zero.

4 Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other allowable
credits), plus any taxes from recapture of certain prior-year credits, the "alternative minimum tax," and the "proxy" tax on nondeductible lobbying and political expenditures. The proxy
tax was reported on Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement in unrelated
business activities. For exempt organizations reporting gross UBI above the $1,000-filing threshold, total proxy tax was $3.5 million.

5 Corporations that are organized under an Act of Congress, and are instrumentalities of the United States, described in section 501(c)(1) of the Internal Revenue Code, are not
subject to unrelated business income taxation.

° Prepaid legal service funds, previously described in section 501(c)(20) of the Internal Revenue Code, were no longer tax-exempt, beginning with tax years after June 30, 1992.
Therefore, these organizations are not listed in this table.

NOTES: Detail may not add to totals because of rounding. See the Appendix to this article for a listing of the types of tax-exempt organizations, by the Internal Revenue Code
section describing them.
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Table 2.--Number of Returns, Gross Unrelated Business Income (UBI), Total Deductions, Unrelated
Business Taxable Income (Less Deficit), Unrelated Business Taxable Income, and Total Tax, by Size
of Gross UBI, Tax Year 2000

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Gross Total Unrelated business taxable Total
Number unrelated deductions ** income Unrelated tax *
Size of gross unrelated of business (less deficit) business
business income (UBI) returns income Number Number taxable Number
(UBI) of Amount of Amount income of Amount
returns returns * returns
(1) ) 3) 4) (5) (6) (7 (8) 9)
TOtal e 38,567 8,413,385 38,408 7,703,052 31,549 710,333 1,427,441 19,340 402,904
$1,000 under $10,001 S ] 15,069 60,791 14,974 60,100 12,472 690 19,616 9,180 3,260
$10,001 under $100,000 5 15,152 583,352 15,103 571,846 12,376 11,506 111,744 6,689 19,640
$100,000 under $500,000. 5,943 1,311,651 5,933 1,326,132 4,789 -14,481 166,526 2,475 46,230
$500,000 under $1,000,000. 1,142 799,449 1,140 756,017 910 43,432 108,765 497 33,434
$1,000,000 under $5,000,000.. 1,003 2,103,551 999 1,957,751 797 145,800 313,982 394 101,152
$5,000,000 OF MOTE......oceeveriarianenans. ] 258 3,554,591 258 3,031,205 204 523,386 706,808 104 199,188

1 Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from sales and
services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages, and certain other

deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.3 billion.

2 Includes both deductions reported on the main part of the tax return and expense items reported on supporting schedules.

3 Excludes returns with unrelated business taxable income (less deficit) equal to zero.

4 Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other
allowable credits), plus any taxes from recapture of certain prior-year credits, the "alternative minimum tax," and the "proxy" tax on nondeductible lobbying and political expenditures.
The proxy tax was reported on Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement
in unrelated business activities. For exempt organizations reporting gross UBI above the $1,000-filing threshold, total proxy tax was $3.5 million.

® The gross unrelated business income (UBI) brackets of "$1,000 under $10,001" and "$10,001 under $100,000" reflect the different filing requirements for organizations with gross
UBI of $10,000 or less (only a "partial” return was required) and all other Form 990-T filers (a more detailed "complete" return was required). Organizations with gross UBI below
$1,000 were not required to file Form 990-T.

NOTE: Detail may not add to totals because of rounding.
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Table 3.--Number of Returns, Gross Unrelated Business Income (UBI), Total Deductions, Unrelated
Business Taxable Income (Less Deficit), Unrelated Business Taxable Income, and Total Tax, by Size
of Unrelated Business Taxable Income or Deficit, Tax Year 2000

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Gross Total 2 Unrelated business taxable Total
Number unrelated deductions income tax?®
Size of unrelated business of business (less deficit)
taxable income or deficit returns income Number Number Number
(UBI) of Amount of Amount of Amount
returns returns returns
@ (2) 3) @) (©)] ©) 0] (]
TOtaAl .o 38,567 8,413,385 38,408 7,703,052 31,549 710,333 19,340 402,904
DEfiCit. i 12,213 3,497,269 12,213 4,214,378 12,213 -717,109 95 514
A= 1< R 7,018 1,632,641 7,018 1,632,641 - - 142 1,187
$1 under $1,000.........cccecvriveiiiiiiiiiiens 3,841 42,278 3,841 40,554 3,841 1,725 3,824 255
$1,000 under $10,000..........cccererrerereanns 8,786 280,408 8,692 246,566 8,786 33,842 8,717 5,581
$10,000 under $100,000.... 5,532 812,296 5,483 645,170 5,632 167,126 5,388 29,766
$100,000 under $500,000.. 847 559,107 837 379,502 847 179,604 844 57,702
$500,000 under $1,000,000............cce.e... 139 201,712 137 105,847 139 95,866 139 31,606
$1,000,000 OF MOTE.....ceuverrarerierieeeeeeenens 191 1,387,673 187 438,394 191 949,279 190 276,293

1 Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.3 billion.

2 Includes both deductions reported on the main part of the tax return and expense items reported on supporting schedules.

3 Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other
allowable credits), plus any taxes from recapture of certain prior-year credits, the "alternative minimum tax," and the "proxy" tax on nondeductible lobbying and political expenditures.
The proxy tax was reported on Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement
in unrelated business activities. For exempt organizations reporting gross UBI above the $1,000-filing threshold, total proxy tax was $3.5 million.

4 The Zero category includes "breakeven" returns with equal amounts of gross unrelated business income and total deductions.

NOTE: Detail may not add to totals because of rounding.
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Table 4.--Returns with Positive Unrelated Business Taxable Income: Number of Returns, Gross
Unrelated Business Income (UBI), Total Deductions, Unrelated Business Taxable Income, and Total
Tax, by Type of Entity and Size of Gross UBI, Tax Year 2000

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Gross Total Total
2
Type of entity and size of Number unrelated deductions Unrelated tax ®
. . business
gross unrelated business of business taxable
income (UBI) returns income Number . Number
income
(UBI) of Amount of Amount
returns returns
@ (2 (©)] 4 (5) (©) )
ALL ENTITIES
Total..oooeeeee, ST 19,336 3,283,475 19,177 1,856,033 1,427,441 19,103 401,203
$1,000 under $10,001.....,,. 9,211 34,508 9,117 14,892 19,616 9,180 3,260
$10,001 under $100,000 ... 6,715 237,040 6,667 125,296 111,744 6,568 19,279
$100,000 under $500,000.. 2,444 552,459 2,434 385,932 166,526 2,402 45,804
$500,000 under $1,000,000 493 342,562 491 233,797 108,765 485 33,356
$1,000,000 under $5,000,000 377 782,044 373 468,062 313,982 373 100,748
$5,000,000 or more 96 1,334,862 96 628,054 706,808 95 198,756
TAX-EXEMPT CORPORATIONS
TOLAL .o 13,080 2,424,322 12,978 1,710,287 714,035 12,877 207,081
4
$1,000 under $10,001 s 4,186 19,709 4,091 8,066 11,643 4,155 1,731
$10,001 under $100,000 . 5,868 211,949 5,867 118,962 92,987 5,752 14,374
$100,000 under $500,000.. 2,231 501,321 2,227 374,717 126,603 2,190 32,542
$500,000 under $1,000,000 428 296,625 428 226,840 69,786 420 20,952
$1,000,000 under $5,000,000 299 603,395 297 438,126 165,269 295 54,206
$5,000,000 or more.. 67 791,323 67 543,576 247,748 66 83,276
TAX-EXEMPT TRUSTS
6,256 859,152 6,199 145,746 713,407 6,226 194,122
4 5,025 14,799 5,025 6,825 7,973 5,025 1,529
$10,001 under $100,000 . 847 25,091 800 6,334 18,757 816 4,905
$100,000 under $500,000.. 212 51,138 207 11,215 39,923 212 13,262
$500,000 under $1,000,000 65 45,937 63 6,957 38,980 65 12,403
$1,000,000 under $5,000,000 78 178,649 76 29,935 148,713 78 46,543
$5,000,000 or more 29 543,539 29 84,478 459,060 29 115,480

1 Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For exempt organizations reporting positive unrelated business taxable income, cost of sales and services was $694.3 million, of which $681.9
million were attributable to tax-exempt organizations.

2 Includes both deductions reported on the main part of the tax return and expense items reported on supporting schedules.

3 Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other
allowable credits), plus any taxes from recapture of certain prior-year credits, the "alternative minimum tax," and the "proxy" tax on nondeductible lobbying and political expenditures.
The proxy tax was reported on Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement
in unrelated business activities. For exempt organizations reporting positive unrelated business taxable income, total proxy tax was $2.8 million.

4 The gross unrelated business income (UBI) brackets of "$1,000 under $10,001" and "$10,001 under $100,000" reflect the different filing requirements for organizations
with gross UBI of $10,000 or less (only a "partial” return was required) and all other Form 990-T filers (a more detailed "complete” return was required). Organizations with gross
UBI below $1,000 were not required to file Form 990-T.
NOTE: Detail may not add to totals because of rounding.
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Unrelated Business Income Tax Returns, 2000, With aDecadein Review, 1991-2000

Table 5.--Number of Returns, Gross Unrelated Business Income (UBI), Total Deductions, Unrelated
Business Taxable Income (Less Deficit), Unrelated Business Taxable Income, and Total Tax, by
Primary Unrelated Business Activity or Industrial Grouping, Tax Year 2000

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Gross Total Unrelated business taxable Total
Number unrelated deductions™? income Unrelated tax *
Primary unrelated business activity of business (less deficit) business
or industrial grouping returns income Number Number taxable Number
(uBl) of Amount of Amount income of Amount
returns retumns ° returns
(1) @ (3) @ (5) (6) @ (8) (©)]
All activities and groupings.........ccccceeveeeus 38,567 8,413,385 38,408 7,703,052 31,549 710,333 1,427,441 19,340 |402,904
Agriculture, forestry, hunting, and fishing........... 252 39,204 252 31,012 182 8,192 11,190 136 3,164
Mining.. 172 37,105 172 20,495 166 16,610 21,572 132 6,906
Utilities. 68 27,882 68 24,409 67 3,473 *6,648 *23 *2,463
Construction 71 7,288 71 4,954 69 2,334 *2,705 *62 *842
Manufacturing..........ccocveviiniiniiniiicee 272 55,928 271 62,482 220 -6,554 10,858 106 3,473
Wholesale trade...........ccocevviiiiiinicsicneeeeee *83 *2 261 *83 *2,083 *75 *177 *486 *43 *74
Retail trade.......c.oooveririiiieecee 1,233 401,030 1,232 440,799 1,007 -39,768 16,342 493 4,535
Transportation and warehousing. 52 8,475 52 8,722 43 -247 *1,335 *10 *417
Information.. . 1,831 405,375 1,800 435,561 1,220 -30,186 17,435 418 5,220
Finance and insurance, total. 12,159 2,218,144 12,083 1,346,379 10,902 871,765 950,154 9,648 264,274
Unrelated debt-financed activities,
other than rental of real estate................... 1,255 241,918 1,251 98,781 1,219 143,136 150,358 1,036 48,590
Investment activities of Code section
501(c)(7), (9), and (17) organizations........ 3,783 1,118,865 3,747 542,962 3,090 575,903 596,826 2,900 |153,721
Passive income activities with
controlled organizations 419 180,755 419 150,665 381 30,091 42,114 284 13,011
Other finance and insurance .. 6,702 676,606 6,667 553,972 6,212 122,634 160,856 5,427 48,952
Real estate and rental and leasing, total........... 5,283 827,943 5,251 806,280 4,395 21,663 114,595 2,216 33,794
Rental of personal property 590 86,939 590 84,406 433 2,533 8,575 198 2,358
Other real estate and rental and leasing..... 4,692 741,004 4,661 721,874 3,962 19,130 106,020 2,018 31,437
Professional, scientific, and technical services..| 6,812 1,603,908 6,795 1,592,894 4,771 11,014 112,592 2,056 34,682
Management of companies and enterprises..... 65 39,348 65 5,407 64 33,941 33,976 64 11,639
Administrative and support and waste
management and remediation services 696 227,880 696 240,368 559 -12,488 8,890 236 2,348
Educational services... 190 131,967 190 145,398 148 -13,432 5,249 61 1,679
Healthcare and social assistance 1,107 1,082,936 1,106 1,176,697 895 -93,761 38,403 354 11,867
Arts, entertainment, and recreation..................., 4,379 609,856 4,379 635,198 3,506 -25,341 37,886 1,734 7,340
Accommodation and food services.................... 2,818 492,145 2,818 526,734 2,431 -34,589 23,334 992 5,103
Other SerVICeS..........cciiiiiciicc e 552 119,002 552 125,148 481 -6,146 5,808 318 1,315
Exploited exempt activities 251 62,702 251 62,016 164 686 4,599 132 1,473
Not allocable.. 221 13,005 221 10,014 184 2,991 3,385 106 297

* Estimate should be used with caution because of the small number of sample returns on which it is based.

1 Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.3 billion.

2 Includes both deductions reported on the main part of the tax return and expense items reported on supporting schedules.

3 Excludes returns with unrelated business taxable income (less deficit) equal to zero.

“ Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other
allowable credits), plus any taxes from recapture of certain prior-year credits, the "alternative minimum tax," and the "proxy" tax on nondeductible lobbying and political expenditures.
The proxy tax was reported on Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement
in unrelated business activities. For exempt organizations reporting gross UBI above the $1,000-filing threshold, total proxy tax was $3.5 million.

NOTE: Detail may not add to totals because of rounding.




Unrelated Business Income Tax Returns, 2000, With a Decade in Review, 1991-2000

Table 6.--Sources of Gross Unrelated Business Income (UBI), by Size of Gross UBI, Tax Year 2000

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Sources of gross unrelated business income (UBI) *

Gross unrelated Gross profit (less loss) Capital gain
Size of gross unrelated business income (UBI) from sales and services net income
business income (UBI) Number Number Number
of Amount of Amount of Amount
returns returns returns
(1) (2 3) (4) 5) (6)
TOtAl e 38,567 8,413,385 15,492 4,070,311 1,376 659,245
$1,000 under 3510,0012 . 15,069 60,791 2,722 10,670 399 1,366
$10,001 or more, total 23 23,498 8,352,594 12,770 4,059,642 978 657,879
$10,001 under $100,000. 15,152 583,352 7,540 271,649 603 13,927
$100,000 under $500,000.. N 5,943 1,311,651 3,740 690,740 182 33,349
$500,000 under $1,000,000...........cccccerveruenns 1,142 799,449 698 399,181 66 33,367
$1,000,000 under $5,000,000 1,003 2,103,551 631 1,044,454 95 143,207
$5,000,000 or more.. 258 3,554,591 161 1,653,618 31 434,029
Sources of gross unrelated business income (UBI) 1--Continued

Size of gross unrelated
business income (UBI)

Net capital loss

(trusts only)

Net gain (less loss),
. 4
sales of noncapital assets

Income (less loss) from partnerships

and S corporations

Number Number Number
of Amount of Amount of Amount
returns returns returns
1) (8) ©) (10) (11 (12)
TOLAL ettt e 115 468 211 470 6,786 327,235
$1,000 UNder $10,001 .......orrrrrrrrrrrrrssseeeeee - - - - 5,102 14,063
$10,001 OF MOTe, total “ oo 115 468 211 470 1,685 313172
$10,001 under $100,000.... *63 *39 *98 *-145 995 20,849
$100,000 under $500,000.. 25 270 71 1,473 335 31,655
$500,000 under $1,000,000 10 26 16 -67 118 22,658
$1,000,000 under $5,000,000 13 121 17 -364 161 78,495
$5,000,000 or more 4 12 10 -426 75 159,515
Sources of gross unrelated business income (UBI) 1-- Continued
Rental Unrelated debt- Investment income
) 5 " ) 6
Size of gross unrelated income financed income (less loss)
business income (UBI)
Number Number Number
of Amount of Amount of Amount
returns returns returns
(13) (14) (15) (16) (17) (18)
Total.. 4,029 213,655 3,316 417,969 5,992 659,448
$1,000 under $10,001 .. 1,061 4,889 992 4,357 2,472 8,659
$10,001 or more, total 2‘3. 2,968 208,766 2,324 413,612 3,520 650,789
$10,001 under $100,000. 2,063 43,549 1,449 40,872 2,054 36,849
$100,000 under $500,000 667 55,036 630 80,705 1,099 75,249
$500,000 under $1,000,000.. 119 28,896 97 42,256 214 47,874
$1,000,000 under $5,000,000... . 97 48,948 119 110,341 121 139,928
$5,000,000 OF MOYE....ccveveriniaiiierieeeeeieseenes 22 32,338 29 139,438 32 350,889

Footnotes at end of table.
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Unrelated Business Income Tax Returns, 2000, With aDecadein Review, 1991-2000

Table 6.--Sources of Gross Unrelated Business Income (UBI), by Size of Gross UBI, Tax Year 2000
--Continued

[All fiaures are estimates based on sambles--monev amounts are in thousands of dollars]

Sources of gross unrelated business income (UBI) 1--Continued
Income from Exploited exempt activity Advertising Other income
Size of gross unrelated controlled organiza\tions7 income, except advertising income (less loss)
business income (UBI)
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(19) (20) (21) @2) @3) (24) (5) (26)
TOtaAl et 1,464 198,754 820 135,216 7,903 1,325,650 5,282 405,900
$1,000 under 51510,001Z ........................... 317 1,114 *110 *716 3,026 12,566 1,145 2,392
$10,001 or more, total B2 e 1,148 197,640 710 134,500 4,878 1,313,084 4,137 403,508
$10,001 under $100,000...........ccccceuene 754 10,783 386 9,806 2,888 88,368 2,546 46,885
$100,000 under $500,000..............cucue.e 228 20,901 185 18,353 1,394 213,408 1,158 91,052
$500,000 under $1,000,000.................. 54 12,146 61 19,346 277 144,509 199 49,310
$1,000,000 under $5,000,000............... 76 43,928 60 48,085 256 326,474 191 120,176
$5,000,000 OF MOTE.......voorrrrreanen. 35 109,882 18 38,910 62 540,325 42 96,085

*Estimate should be used with caution because of the small number of sample returns on which it is based.

1 For definitions of the sources of gross unrelated business income, see the Explanation of Selected Terms section of this article.

2 The gross unrelated business income (UBI) brackets of "$1,000 under $10,001" and "$10,001 under $100,000" reflect the different filing requirements for organizations with gross
UBI of $10,000 or less (only a "partial” return was required) and all other Form 990-T filers (a more detailed "complete” return was required). Organizations with gross UBI below
$1,000 were not required to file Form 990-T.

3 All organizations were required to report each income item, as shown in columns 3 through 26. However, only organizations with gross UBI over $10,000 were required to report
each deduction shown in columns 14 through 45, 48, 49, and 54 through 59 of Table 7. Income totals for these larger organizations with gross UBI over $10,000 are shown in order to
facilitate comparison with Table 7.

AProper'(v other than capital assets generally included property of a business nature, in contrast to personal and investment property, which were capital assets.

° Income from real property and personal property leased with real property.

6Reported by Internal Revenue Code section 501(c)(7), (9), and (17) organizations only.

” Annuities, interest, rents, and royalties.

NOTE: Detail may not add to totals because of rounding.




Unrelated Business Income Tax Returns, 2000, With a Decade in Review, 1991-2000

Table 7.--Types of Deductions, by Size of Gross Unrelated Business Income (UBI), Tax Year 2000

[All figures are estimates based on samples--money amounts are in thousands of dollars]

All organizations Organizations with gross
unrelated business income
Total Total (UBI) of $1,000 under $10,001 3
Size of gross unrelated number deductions *? Total Net operating Specific
business income (UBI) of deductions ** loss deduction deduction
returns Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
@ @ (©) 4 [©) (6) 0] ® ©)
Total o 38,567 38,408 7,703,052 14,974 60,100 871 1,677 10,258 9,856
$1,000 under $10,001 *............. | 15,069 14,974 60,100 14,974 60,100 871 1,677 10,258 9,856
$10,001 under $100,000 3. 15,152 15,103 571,846 - - - -- - -
$100,000 under $500,000. 5,943 5,933 1,326,132 - - - -- - -
$500,000 under $1,000,000.... 1,142 1,140 756,017 - - - -- - -
$1,000,000 under $5,000,000. 1,003 999 1,957,751 - - - -- - -
$5,000,000 or more 258 258 3,031,205 - -- - -- - --

Organizations with gross unrelated business income (UBI) of $10,001 or more 3

Deductions directly connected with UBI

Total Allocable to Allocable to unrelated Allocable to
Size of gross unrelated deductions 2° Total rental debt-financed investment
business income (UBI) income © income® income®’
Number Number Number Number Number
of Amouni of Amount of Amount of Amount of
returns returns returns returns returns
(10) an 12 13 a4 {1%) (16) an (18)
23,434 7,642,951 21,626 6,930,523 1,254 131,284 2,043 397,385 1,087
$1,000 under $10,001 3. - - - - - - - - -
$10,001 under $100,000 3. 15,103 571,846 13,620 540,979 853 22,541 1,246 41,389 459
$100,000 under $500,000.... 5,933 1,326,132 5,731 1,227,919 284 35,483 572 78,464 453
$500,000 under $1,000,000. 1,140 756,017 1,079 689,478 52 12,430 89 35,733 98
$1,000,000 under $5,000,000. 999 1,957,751 951 1,802,106 54 40,903 109 92,099 61
$5,000,000 or more 258 3,031,205 246 2,670,040 11 19,927 27 149,700 15

Organizations with gross unrelated business income (UBI) of $10,001 or more 3--Continued

Deductions directly connected with UBI--Continued

Allocable to Allocable to income Allocable to exploited Direct Compensation of
Size of gross unrelated investment from controlled exempt activity income, advertising officers, directors,
business income (UBI) income 87 organizations® except advertising ® costs® and trustees
--Continued
Number Number Number Number
Amount of Amount of Amount of Amount of Amount
returns returns returns returns
(19) (20) (21) (22) (23) (24) (25) (26) (27)
Total oo 28,150 478 127,698 670 119,334 4,539 961,796 2,012 45,448
$1,000 under $10,001 3.... -- -- - - - -- -- - --
$10,001 under $100,000 3. 3,517 252 6,185 369 6,519 2,685 66,429 1,090 10,861
$100,000 under $500,000. 6,004 136 14,264 172 15,865 1,295 160,848 673 14,613
$500,000 under $1,000,000.... 2,173 26 4,227 58 19,378 264 102,298 101 2,862
$1,000,000 under $5,000,000......| 5,082 41 30,059 54 44,907 238 236,047 119 11,387
$5,000,000 Or MOre.........cccevruenee 11,374 23 72,964 17 32,666 58 396,175 30 5,724

Organizations with gross unrelated business income (UBI) of $10,001 or more 3--Continued

Deductions directly connected with UBI--Continued

Size of gross unrelated Salaries and wages Repairs and maintenance Bad debts Interest
business income (UBI)
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(28) (29) (30) (31) (32) (33) (34) (35)
TOLAl e 10,548 1,357,548 7,565 100,024 712 45,391 3,078 90,386
$1,000 under $10,001 3.... - - - - - -- - -
$10,001 under $100,000 3. 5,760 118,052 4,198 13,745 171 411 1,574 11,859
$100,000 under $500,000. 3,481 335,464 2,445 31,844 281 1,417 1,084 19,117
$500,000 under $1,000,000.... 623 169,946 438 13,502 95 2,320 200 7,415
$1,000,000 under $5,000,000. 553 345,532 394 22,553 123 10,122 169 27,752
$5,000,000 OF MOFE....c.cvveriiiierereiiiereieiieeeeeeieiens 131 388,554 90 18,381 42 31,121 51 24,243

Footnotes at end of table. 169
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Unrelated Business Income Tax Returns, 2000, With aDecadein Review, 1991-2000

Table 7.--Types of Deductions, by Size of Gross Unrelated Business Income (UBI), Tax Year 2000

--Continued

[All figures are estimates based on samples--money amounts are in thousands of dollars]

Organizations with gross unrelated business income (UBI) of $10,001 or more 3--Continued

Deductions directly connected with UBI--Continued

Taxes and Contributions
Size of gross unrelated licenses paid Depreciation Depletion to deferred
business income (UBI) deduction compensation plans
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(36) (37) (38) (39) (40) (41) (42) (43)
Total o 11,292 189,291 7,836 197,207 74 4,292 981 12,231
$1,000 under $10,0013.......ccceeeviiieireennnd - - -- - - - - -
$10,001 under $100,000 2 6,748 26,284 4,342 21,460 *47 *499 459 596
$100,000 under $500,000. 3,424 67,328 2,514 57,077 18 574 363 1,780
$500,000 under $1,000,000.... 565 26,561 449 24,338 76 901
$1,000,000 under $5,000,000. 443 34,268 418 48,279 } *9 *3,220 { 70 3,808
$5,000,000 or more. 111 34,851 113 46,053 12 5,146

Organizations with gross unrelated business

income (UBI) of $10,001 or more 3--Continued

Deductions directly connected with UBI--Continued

Contributions

Net operating

Deductions not
directly connected

Size of gross unrelated to employee loss Other deductions with UBI
business income (UBI) benefit programs deduction
Total
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(44) (45) (46) (47) (48) (49) (50) (51)
5,053 173,078 2,882 179,586 14,402 2,770,394 12,831 712,427
$1,000 under $10,001 3. - - - - - - - -
$10,001 under $100,000 2 2,224 6,122 1,673 13,370 8,500 171,143 8,382 30,866
$100,000 under $500,000 1,889 26,732 785 28,362 4,194 332,683 3,155 98,213
$500,000 under $1,000,000.... 413 18,748 187 18,980 802 227,159 641 66,539
$1,000,000 under $5,000,000. 418 53,278 175 63,198 712 731,991 518 155,645
$5,000,000 or more 108 68,198 61 55,676 193 1,307,418 135 361,165

Organizations with gross unrelated business

ncome (UBI) of $10,001 or more 3--Continued

Deductions not directly connected with UBI--Continued

Size of gross unrelated Specific deduction Contributions Set-asides’ Excess exempt
business income (UBI) expenses
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(52) (53) (54) (55) (56) (57) (58) (59)
Total... 10,649 10,323 1,809 54,186 371 357,897 2,214 290,022
$1,000 under $10,001 3. - - -- - - - - -
$10,001 under $100,000 3 7,189 6,917 1,125 4,424 *166 *3,164 1,153 16,361
$100,000 under $500,000. 2,501 2,451 457 21,406 116 26,998 687 47,357
$500,000 under $1,000,000.... 492 489 87 11,071 39 21,110 165 33,868
$1,000,000 under $5,000,000. 373 371 99 9,459 38 66,651 165 79,164
$5,000,000 OF MOT€.......vvoorrrerrrrrrrerrieons 94 94 41 7,825 12 239,973 44 113,273

* Estimate should be used with caution because of the small number of sample returns on which it is based.

1 Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.3 billion.

2 Includes both deductions reported on the main part of the tax return and expense items reported on supporting schedules.

3 Organizations with gross UBI between $1,000 (the filing threshold) and $10,000 were required to report only totals for expenses and deductions (except for the specific deduction
and net operating loss deduction, which all organizations reported separately). Organizations with gross UBI over $10,000 were required to report each expense and deduction item
separately, as shown in columns 14 through 45, 48, 49, and 54 through 59.

4 Excludes $42.3 million of cost of sales and services reported by organizations with gross UBI of $10,000 or less. See footnote 1 for explanation.

® Excludes $2.2 billion of cost of sales and services reported by organizations with gross UBI over $10,000. See footnote 1 for explanation.

® This deduction was required to be reported as a lump-sum total only and may have included component deductions that were of the same type shown elsewhere in this table. For
example, if deductions “allocable to rental income" included depreciation, then that amount of depreciation would not be included in the separately reported item, "depreciation."
Therefore, the total amount shown for some of the separately reported deductions may be understated.

7 Reported by Internal Revenue Code section 501(c)(7), (9), and (17) organizations only.

NOTE: Detail may not add to totals because of rounding.




