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COMMISSIONER OF INTERNAL REVENUE

Washington, DC 20224

The Honorable Donald I. Regan
Secretary of the Treasury
Washington, DC 20220

Dear Mr. Secretary:

March 3, 1981

I am transmitting the report, Statistics of Income--1974-1978,
Private Foundations. Most of the data in this first-time report
are estimates derived from a probability sample of Form 990-PF
return

a ' "
t,d from the nearly 21,000 filed during Calendar Year19".

Th:'remaining data, for 1977 and 1978, were obtained from
extracts of the IRS Exempt Organizations Master File.

This foundation report presents detail on income, deductions,
.see

t.
liabilities, and distributions--shown by size of total assets,

size i
total

receipts, and =Jet activity. Other significant clas-
sifiers ine lude type of foundation, year of exemption, accounting
period, State, size of net income, and size of distributions.

With kind regards,

Sincerely,

Acting Commissioner

Department of the Treasury Internal Re,e,ue Samice
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Introduction Section I Summary of Foundation
Data, 1974-1978

Federal tax law grants preferential treatment to
certain charitable and other philanthropic
organizations. The income of these organizations is
exempt from income taxes. In addition, income, estate
and gift tax deductions we permitted (subject bD
certain limitations and conditions) for contributions to
certain of these organizations.

Private foundations (referred to as "foundations' in
this report) are organizations with a narrow base of
financial support. Foundations are restricted in their
activities and their contributors, generally, are subject
bD more strengent contribution limitations, than apply
to publicly supported charities.

Foundations in this report were those that filed on

Form 990-PF (Return of Private Foundation Exempt from
Income Tax). They were norxgovernment, not-for-profit
organizations with funds and programs managed by their
own trustees or directors, whose goal was to maintain or
aid social, educational, religious, ar other activities
deased to serve the common good. Foundations were clas-
sified as either nonoperating ar operating foundations.
licnoperating foundations, which comprised 96 percent of
total foundations and accounted for 94 percent of total
foundation assets, were organizations that carried on
their charitable activities in an indirect manner;
usually this was by making grants to other organizations

that were directly Tgaged in charitable activities,
rather than engaging in charitable activities
themselves. Operating foundations, in general, were
organizations engaged directly in the active conduct of
charitable, religious, educational, scientific,
literary, and certain other specified types of
activities. The assets of operating foundations were
typically comprised of fixed facilities directly
employed for exempt Purposes.

The statistics in this report are estimates, derived

from a stratified sample, selected before audit of Form
990-PP returns filed, primarily for Income year 1974.

in additicn, selected information from the IRS Exempt
Organizations blaster File for income years 1977 and 1978

is also presented. A more comprehensive description of
the sample design and of the limitations of the data are
presented in Section 3, "Description of the Sample and
Limitations of the Data."

Foundations in existence at any time during the year
were required to file a return regardless of their in-
cone or assets. This included all domestic and foreign
organizations that obtained rulings from the lInternal
Revenue Service recognizing them exempt from income tax
under Internal Revenue Code (IRC) section 501(c)(3) and
that had met the definition of a private foundation
within the meaning of IRC 509(a). Organizations claiming
to be tax~exempt private foundations that had applied
for but not yet received rulings from the internal
Revenue Service were still required to file Form 990-PF
and were also included in the statistics.

Foundations filed returns for the accounting period

customarily used in keeping their books. Returns were
due an or before the 15th day of the fifth month follow-
ing the close of the accounting period. Foundation
statistics for 1974 included data from returns for Calen-
der Yew 1974, as well as from returns with noncalenda
accounting periods ending in 1975. Sane returns with
accounting periods eriding in 1973 were also included.
(See Section 3, "Description of the Sample and Limita-
tions of the Data.") The statistics represent, for the
most part, returns with accounting periods that ended
during the period August 1974 through July 1975 (See
Table 16). Roughly boo-thirds (65 percent) of the
returns filed were on a calendar year basis; these cal-
ends year returns aommted for 64 percent of botal
assets and 70 percent of net income (less deficit).

The information reported on ar with Form 990-PF, in-
cluding all attachments, is open th public inspection.
Upon written request, irdividuals my examine specific
I= 990-PF returns in the Internal. Revenue Service
National Office, or in the district office of the
district serving the principal place of business of the
foundation.

Table A shows the number of foundations and amount of
total assets classified by the size of the foundation
(m ured in terms of total book value of assets) .
Foundations with under $100,000 in assets (small founds-
tians) couprised 63 percent of the number of foundations
but amounted for only 2 percent of total assets. Foun-
dations with $100,000 under $1,000,000 in assets onedium
size foundations) numbered 7,313 arid accounted for 9 per-
cent of total assets. Foundations with $1 million or
more in assets (large foundations) comprised 2,717 or 10
percent of the number of foundations and accounted for
89 percent of total assets. There were 354 foundations
with $10 million or more in assets (less than 2 percent
of the total number of foundations) and these accounted
for 62 percent of total assets.

Chart I illustrates the three largest components of
total assets, classified by the size of total book value
of assets. In general, the asset composition of founds-
ticns was predominantly related to the size of the foun~
dation (measured in term of total book value of assets) .
For all foundations, corporate stock amounted for 53
percent of total assets, while investments in nongovern-
ment bonds accounted for 20 percent, and cash holdings 5
percent. For "small" foundations, investments in oorpo-
rate stock represented 35 percent of total assets while
holdings of cash represented 25 percent. For "medium
size" foundations, investments in corporate stock repre-
smted 44 percent of total assets, nor~government bonds

Table A-Number of Foundations and Amount of Total
Assets, by Size of Total Assets. 1974

(All figures are estimates based on samples-oney
mounts are in millions of dollars]

Size of total assets

Number
of

f..otic.

Percent
of

total
Total
assets

Percent
of
total

(1) (2) (3) (4)

Total .......... 26,889 100.0 25,514 100.0

Under $100,000 ....... 16,859 61.1 40~ l.6
$100,000 under
$1,000,000 .......... 7,313 27.2 2,417 9.5

$1,000,000 under
$10,000,000 ......... 2,363 8.8 6,879 27.0

$10,000,000 or more.. 354 1.3 15,813 62.0

lExcluded were duplicate returns, returns for 1972 and
prior years, and 1973 returns of foundations whose 1973
and 1974 returns were selected for the ample, whenever
one of the returns had assets of $1 million or more.
(See Section 3, Description of the Sample and Limitations
of the Data.)

NOTE: Detail may not add to total due to rounding.

Chart 1 Three Largest Components of Total Assets,
By Size of Total Assets, 1974
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Z Summary of Foundation Data

18 percent, and cash U percent. For "large" founda-
tions, investments in corporate stock amounted to 54
percent of total assets, investments in ricngovernment
bonds 20 percent, and cash 4 percent. Fbr foundations
with $50 million or more in assets (very large founda-
tions) , investments in corporate stock amounted bo 57
percent of total assets, investments in nongovernment
bonds 19 permat, and cash less than 2 percent.

Chart 2 show the three largest components of total
receipts as a percent of total receipts, classified by
the size of botal book value of assets. Contributions,
gifts and grants (received) represented, for all founda-
tions, 37 percent of total receipts, dividends 23 per-
cer~t, and interest 21 percent. For *small" foundations,
contributions, gifts, and grants (received) represented
74 percent of botal receipts, interest 11 percent, and
dividends 6 percent. Contributions, gifts, and grants
(received) for -medium size" foundations, represented 55

percent of total receipts, interest 16 percent, and divi-
dends 14 percent. For "large" foundations, contribu-
tians, gifts and grants (received) represented 33 per-
cent of total receipts, dividends 25 percent, and inter-
est 22 percent.

AS shuwn in Table B, over the four ye~ period 1974-

1978, the nuisber of foundations increased by 10 per-

cent. There was only a 2 percent increase in the number
of "~11" foundati-s while the incr~e was 26 percent
for -iarge" tounnations. The uook value of total assets
increased by 29 percent ovei: this am* time period and
this increase was relatively consistent arcrig the various
size classes. Total liabilities tiexcluding net worth)
for all foundations increased by only 5 percent between
1974-1978; however , for the very large foundations, total
liabilities decreased by 26 percent. Total receipts for
all foundaticns increased by 54 percent, with the largest
receipt item, contributions, gifts and grants (re-
ceived) , increasing by 51 percent. For the "very large"
foundations contributions, gifts and grants (received)
increased by 29 percent in comparison to a 54 percent
increase in total receipts.

The overall increase in total deductions was only 13
percent for all foundations, while contributions, gifts
and grants (paid) , the largest deduction item, increased
by 42 percent. For the "very large" foundations, total
deductions decreased by 7 percent while contributions,
gifts and grants (paid) increased by 68 percent. The
overall small increase in tot~l deductions over the 1974-
1978 period was largely attributable to an 82 percent
de=line in the deduction item, Iwt loss from sale of
assets."

Chart 2 Three Largest Components of Total Receipts,
By Size of Total Assets, 1974
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Section 3

Sources of the Data

e data pre ented in this report are estimates basedon
:h stratifiedstandom sample of Forms 990-PF, Return of

Private Foundation Exempt from Income Tax. All returns
selected were before audit. Tentative and amended
returns were excluded from the sample. Tentative returns
were not subjected to sampling because a later revised
return could have been sampled and amended returns were
excluded because the original returns had already been
subjected to sampling.

Data for 1977 mid 1978 were obtained from extracts of
the Exempt Organizations Master File (EOMP) ani, in gen-
eral, represented private foundation returns that were
processed in 1978 and 1979, respectively. The MW is a
computerized tape. file containing limited information
for all private foundation returns that are processed
for administrative purposes to this file. Unlike the
data for 1974, which were given special statistical
treatment (see -Response and Other Nonsampling Errors"
later in this section) , the data for 1977 and 1978 were
subjected only ho essential validity checks conducted
during the revenue processing of the returns.

Data for sources of income, except for net capital
gain and net short-term capital gain, were tabulated
from Page 1, Part 1, Column A of Fom 990-PF. (Net
capital gain and net short-tem capital gain were
obtained from Page 1, Part I, Columns B and C of Fbm
990-PF.) Expenditure detail was tabulated from Page 1,
Part 1, Col~s A and D of Form 990-PF. Data on
expenditures for exempt purposes (Column D) are present
in Tables 19 and 20 only. Balance sheet data were
obtained from Page 2, Columns C and D of Form 990-PP.
(See facsimile of "Form 99D-PF and Instructions" in
Section 5.)

Sample Criteria and Selection

Foundation returns processed during 1975 (at the Phil-
adelphia Service Center) were computer stratified based
on size of total book value of assets. Within each
sample stratum returns were randomly selected based on
the ending digits of the Employer Identificatim Number
at rates varying from 12 to 100 percent. This yielded
8,q07 returns from a population of 27,060.

Using a tape extract from the Exempt Organizations
Master File to match against our edited tape file, we
were able bo identify, by sample stratum (clam), 1,085
"missing" returns. Them "missing" returns were princi-
pally the result of a change in the procedures for reve-
nue processing exempt organization returns. These new
procedures were aimed at correcting missing or erroneous
information reported an returns. The effect of them
procec'Ures wzs to delay processing (and sampling), in
certain instances, by up to three months.

To ccmpensate for missing returns that were processed
after Decesuber 31, 1975 (the sampling cut-off date), 45
returns with $10 million or more in assets were located,
edited, and added to the sample and population counts.
An adjustatent was made bD the population, counts by sample
stratum (clam) to account for the remaining 1,040 re-
turns. The effect of these adjustments was to increase
the sample size to 8,952 and the population counts bu
28,145.

While the overwhelming majority of returns processed
in 1975 wer for Calendar Year 1974, there were a number
of Calendar

eYX
1973, and ncr~calendar years ending dur-

ing 1973. Duplicate returns and returns for 1972 and
prior years are included in the estimated population and
sample counts of Table C but are excluded from the tabu,
lations in the report. Also excluded from the tabula-
tions are the 1973 returns of foundations for which both
1973 and 1974 returns were selected, whenever one of the
returns had assets of $1 million or more. These adjust-
ments resulted in the population counts in Table C being
larger than the population counts shown elsewhere in the
report.

Table C.--Number of Form 990-PF Returns in the Popula-
tion and in the Sample, Prescribed and Achieved Sam-
pling Rates, by Sample Class, 1974

Description of the
Sample and

Limitations of
the Data

Number of
returns

Size of total assets Earl-
mated
popu-
Is-

tins,

S71e-

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

Under $100,000 ..............

$100,000 under $500,000.. ...

$500,000 under $1,000,000...

$1,000,000 under $10,000,000

$10,000,000 or more .........

(1)

28,145

18,099

5,762

1,560

2.370

354

1 (1)
8,952

2,071

2,778

1,560

2,189

354

Sampling
rate.

~pze-r'l_

ad
Achi;v-
ad

(1) 1

0.12

0.50

1.00

1.00

1.00

(4)

0.11

0.48

1.00

0.92

1.00

'Includes duplicate returns, returns for 1972 and
prior years, and 1973 returns of foundations whose 1973
and 1974 returns were elected far the sample, whenever
one of the returns had assets of $1 million or more.

Method of Estimaticn

Weighting factors were obtained by dividing the com-
puter count of returns filed in each sample stratum by
the number of sample returns actually Selected from each
stratum. All weighting factors were converted to "inte-
get weighting factors' before they were applied to the
sample returns. For example, If a weight of 8.74 was
computed for a stratm, 74 percent of th- sample returns
in that stratum were given an integer weighting factor
of 9 and 26 percent an integer weighting factor of B.
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Sampling Variability

71ne particular sample used in this study is one of a
large nuember of all the possible samples of the same
size that could have been selected using the same sample
design. Estimates derived from the different samples
would differ from each other. The deviation of a sample
estimate from the average of all possible samples is
called the sampling variability. The stanklard deviation
of my estimate is a measure of the variation among the
estimates from the possible sesviples and thus is a
mea ure of the pr 'cision with which an estimate from a
particular sample approxif-matea the average result of alla L
possible samples.

The coefficient of variatim (CV) is the standard de-
viation of the estimate expressed as a percent of the
estimate. Fior this report coefficients of variation
were computed wing a am of squares formula for selected
frequency and amount estimates aid appear in Tables D
and E. The sample estimate and an estimate of its
standard deviatim permit the construction of interval

estimates with prescribed confidence that the interval
includes the average result of all possible samples.
Foir example, in Table D, 0oluan 3 shows total receipts,
X, of $80.4 million for returns with assets $25,000
under $100,000 and Ool" 4 shows a corresponding
coefficient of variation, CV(X), Of 12.,l percent for
this amount. The standard deviation of the estimate,
SD(X) , is needed bo, construct the interval estimate and
this is the product of the estimate, X, and its CV(X)
W Shown by the following:

SD (X) - X - CV (X)
- ($80.4 million) . (0.121)
- $9.7 million

This SD(X) value is then subtracted from and added to
the estimate, X, to cc,struct the 68 percent confidence
interval estimate. The interval is computed wing the
fonnula-

X - SD (X) 75_ Y < X + SD (X)

Table D.-Coefficlent of Variation of Selected Income Statement, Balance Sheet, and Distribution Items, by Size of Total Assets
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Table E.-Coefficient of Variation of Selected Income Statement, Balance Sheet, and Distribution Items, by Selected Activities-Continued
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24 Private Foundations/1974

related (aside from the need of the organization for
income ca, funds or use it made of the profits derived)
to thee exercise or performance by the organization of
its charitable, educational, cor other purpose or func,
tim cloastituting the basis for its exempt status.

The term trade or business generally included any
activity carried on for the production of income from
the sale of goods or performance of services. The berm
"substantially related" meant that the activity did not
clontribube importantly bo the alocamplishment of the ex-
empt purpose of the organization. in the case of
private foundations, the =at toommon form of taxable
unrelated business income was debt finarced income

-An example of a private foundatiorl with unrelabed
business income was a foundation which published a
monthly magazine sold by subscription to members and
nonmembers and which contained articles and editorial
contents contributing imptortantly to the accomplishment
of the private foundation's tax-exempt purpose. Adver-
tising space in the magazine was sold bo comnercial.
advertisers. Since the selling of advertising space did
not contribute importantly to the accouplishment of the
exempt purpose of the foundation, the income from
advertising was unrelated trade or business inoome.

Value of Noncharitable Assets

For purposes of calculating "minimum investment re~
turn," only the assets that were not used or held for

0 Lxplanation of Terms

use for exempt purposes entered the oolliputation. An
asset was riot used directly in carrying cut the founds-
tim's exempt purpose if the asset was not used in the
carrying m of a charitable, educational or other simi-
lar function which gave rise to the exempt status of the

Joundation. For example, an office building used to pro-
vide offices for elployees engaged in managing endowment
funds for the foundation was not considered an asset used
for exempt purposes.

Year of Exemption

This was the year in which the foundatim received
its exemptim letter from the Internal Revenue Service.
Prior to the establishment of the Exempt Organizations
Master File, a raimber of organizations filed returns
without having applied for recognition of their exempt
status. In 1964, the Service sent out questionraires to
determine the exempt status of these organizations.
Based on the response to these questionnaires, letters
of "emption were sent to those organizations that con-
firated their exempt status with the Service. Became
the response ho the questionnaire wilts the basis for IRS
sending exemption letters, there was a large number of
foundations that reloeived exemption letters during the
period 1964-1969, even though many of these foundations
were organized prior to 1964. (In table 18, these organ-
izations are grouped in the class 1960-1969.)

private Foundations Exempt from Income Tax for 1974

Table 1-Number of Foundations, Total Receipts and Total Deductlons, Net Investment Income and Tax, Total and
Selected Assets, Not Worth, and Distributions, by Major and Selected Activities
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Private Foundations Exempt from Income Tax for 1974

T ble I.-Number of Foundations, Total Receipts and Total Deductions, Net Investment Income and Tax, Total and
S:Iected Assets, Net Worth, and Distributions, by Major and Selected Activities-Continued
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Private Foundations Exempt from Income Tax for 1974

Table 1-Number of Foundations, Total Receipts and Total Deductions, Not Investment Income and Tax, Total and
Selected Assets, Not Worth, and Distributions, by Major and Selected Activities-Continued
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Table S.-Opersting Foundations-Frequency of Items Reported on Balance Sheebi and Income Statements, by Selected

Activities-Continued
[AN lo-

I.r.ww
-W

IIA1ttI

('0)

M

11

0

Cl

EE

yt~

I
22,

n

X

20
V

'1

16

30

U
31

20
17

I's

30

21

17

M

X

21

C~

IMIII

112)

2

(11

1-)

M

3"4
23
M

17

I
U
3

32

SwCwd OCwwM-CM*WW

H-V

(13)

It

to
7

23
20

41

n

41

Oti,,r ~
~w

(14)

r)

17)

C)

V)

M

a
M

7

31

0

6,

64
24

dw.W

7-05)

11

C

IV

I

its

116

IV
57

111
so

127

122
29

62

109
2

go

fill

25

0"

(16)

r)

r
n

-
3

30

30

7

2
2,

2
M

21

11

wj,,ei, w Wirs" foLiteitwt, .................................

ffilh-

T.w.......................................................

cum Ift .............................. ..........
............

,ite,ititt (r.Q ..........................................

...................

e.- t-ii

It e"p- tIot..................................
M.Mw eItt ............................................ :::::
0-
Dw,ewot,

O."'d

dwitilik, pwpoIe ..............................Uix! We W
...............................0- eetft~ ...................

Ttol &VA~ ...................................................

...............
.. ... . ..... ... -

00I,, Witste .........................................
...........

yaw .se, ....................................................

................. I .....................
Dwidirift ...............................................

G- .0 levies tNittit .............
ot,t, .....................................

TOW Ilitilialwiti, .................................................

I,it"Itte,
b.= .... . . . .. .... ... .... ...oft """" :W

.........
D.w.dO. ................
11W.-
w - ti;~ I "..*.'. *
Otto teititI .........................................

W brittea tied* ........................................

w k.......................... ...........
1)idkit ................ I ............ I.............

mp~

TI T

IS

n
r)
rl

1')

M

r
R

V

21
27

42

ill

Is

3D

Private Foundations Exempt from Income Tax for 1974

Table 6.-All Foundatlons-Balance Sheets and Income Statements, by Size of Total Assets
19---~ M-~-- I, ,



40 Private Foundations Exempt from Income Tax for 1974

Table 7.-All Foundatlons-Frequency of Items Reported on Balance Sheets and Income Statements, by Size of Total Assets
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Table 9-Operating Foundationg-Frequency of Items Reported on Balance Sheets and Income Statements,
by Size of Total Assets
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Table 1C.-All Foundations-Balance Sheets and Income Statements, by Size of Total Receipts
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Table 11-Foundations With Not Income-Balance Sheets and Income Statements, by Size of Total Receipts
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Table 12-All Foundations-Selected Balance Sheet and Income Statement Items, and Reconciliation of Nat Worth,
by Selected Major Activities and by Size of Total Assets
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Table 12-All Foundstions-4slected Balance Sheet and Income Statement Iterns, and Reconciliation of Not Worth,
by Selected Major Activities and by Size of Total Assets-Continued
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Table 12-All Foundations-Selected Balance Sheet and Income Statement Items, and Reconciliation of Not Worth,
by Selected Major Activities and by Size of Total Agaets-Continued
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Table U.-All Foundations-Selected Balance Shoot and Income Statement Items, and Reconciliation of Net Worth,
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Table 14-All Foundations-Selected Balance Shoot and Income Statement Items, and Reconciliation of Net Worth,
by Selected Major Activities and by Size of Total Receipts-Continued
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Table 114-All Foundations-Selected Balance Sheet and income Statement Items, and Reconciliation of Not Worth,by Selected Major Activities and by Size of Total FlOcelpts-Continued
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Table 14.-All Foundationia.-Selected Balance Shoot and Income Statement Item and Reconciliation of Not Worth,
by Selected Major Activities and by Size of Total Recelpta-Continued
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Table 14.-All Foundations-Selected Balance Sheet and Income Statement Items, and Reconciliation of Not Worth,by Selected Major Activities and by Size Of Total Receipts-Contlnued
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Table U.-All Foundations-Selected Balance Shoot and Income Statement Items, and Reconciliation of Met Worth,

by Selected Major Activities and by Size of Total Receipts-Continued
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Table 14.-All Foundations-SeleCted Balance Shoot and Income Statement Items, and Reconciliation of Net Worth,
by Selected Major Activities and by Size of Total Receipts-Continued
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Table 14-All Foundations-Wected Balance Shoot and Income Statement Items, and Reconciliation of Net Worth,
by Selected Major Activities and by Size of Total Receipts-Continued
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Table 14-All Foundations-Selected Balance Sheet and Income Statement Items, and Reconciliation of Not Worth,
by Selected Major Activities and by Size of Total Receipts-Continued
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Table IS.-Foundations With Not Income-Selected Balance Sheet and Income Statement Items, and Reconciliation of
Net worth, by Selected Major Activities and by Size of Total Receipts-Continued
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so Private Foundations Exempt from Income Tax for 1974

Table IS.-Foundations With Net Income.-Selected Balance Sheet and Income Statement Items, and Reconciliation of
Not Worth, by Selected Major Activities and by Size of Total Receipts-Continued
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Table 16.-All Foundations-Selected Receipts and Deductions, Net Investment Income and Tax, Total Assets, Selected
Uabilitles, and Distributions, by Month Accounting Period Ended
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as Private Foundations Exempt from Income Tax for 1974

Table 16~All Foundstlomi-Selected Receipts and Deductions, Net Investment Income and Tax, Total Assets, Selected
Liabilities, and Distributions, by Month Accounting Period Ended-confinued
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Table 17.-All Foundations-Selected Balance Sheet and Income Statement Items, Net Investment Income and Tax,
and Distributions, by State
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Table 17-All Foundations-Selected Balance Sheet and Income Statement Items, Net Investment Income and Tax,
and Distributions, by State-Continued
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Table 19~Foundaatlons With Disbursements for Exempt Purposes-Disbureements for Exempt Purposes as a Percent of
Total Deductions, by Size of Total Receipts
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rable 21.-All Foundations-Computation of Minimum Investment Return and Distributable Amount, by Size of Total Assets
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Table 22-Foundations With Oualitying Distributions-Types of Oualitylng Distributions and Computation of Undistributedncome, by Size of Total Assets
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rable 23-Foundations With Full and Partial Uquidations-Selected Receipts and Deductions, Net Investment Income,

rotai Assets, Net Worth, and Distributions, by Size of Total Assets
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Table 24.-Number of Foundations, by Size of Total Receipts and by Size of Total Assets
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