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STATISTICS OF INCOME DiVISION

PUBLICATIONS AND TAPES

Statistical Information Services Desk

202 233-1755

FAX 202 233-1620

The following Statistics of Income reports and tapes can be purchased from the Statistics of Income

Division unless otherwise indicated Prepayment is required with checks made payable to the IRS

Accounting Section For copies from the Statistics of Income Division please write

Director Statistics of Income Division RS
Internal Revenue Service

O.Box2608

Washington DC 20013-2608

BUSINESS SOURCE BOOKS

Corporation Source Boo/c 1987 Publication 1053 -- Price $175.00

This 481-page document presents detailed income statement balance sheet tax and selected

items by major and minor industries and size of total assets The report which underlies the

Statistics of Income--Corporation Income Tax Returns publication is
part

of an annual series and

can be purchased for $175 issues prior to 1982 are for sale at $150 per year magnetic tape

containing the tabular statistics for 1987 can be purchased for $1500

Partnership Source Boo/c 1957-1983 Publication 1289 -- Price $30.00

This 291-page document shows key partnership data for 1957 through 1983 by major and minor

industries It includes historical definition of terms section and summary of legislative changes

affecting the comparability of partnership data during that period Tables show

Number of partnerships Depreciation Payroll

Number of partners Taxes paid deductions Payments to partners

Business receipts Interest paid deductions Net income less deficits

magnetic tape containing the tabular statistics for partnerships can be purchased for $300

from the National Technical Information Service U.S Department of Commerce Springfield

VA 22161 More recent partnership data are published annually in the Statistics of Income

Bulletin

Sole Proprietorship Source Boo/c 1957-1984 Publication 1323 -- Price $95.00

This Source Book is companion to that for partnerships described above It is 251-page docu

ment showing key proprietorship data for 1957 through 1984 data for farm proprietorships are

excluded after 1981 Each page presents statistics for particular industry Tables show

Number of businesses Depreciation Payroll deductions

Business receipts Taxes paid deductions Net income less deficits

Interest paid deductions
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magnetic tape containing the tabular statistics can be purchased for $245 As with partner

ships more recent nonfarm sole proprietorship data are published annually in the Statistics of

Income Bulletin

COMPENDIUMS

Studies of International Income and Taxes 1979-1983 Publication 1267 -- Price $45.00

This report presents information from 13 Statistics of Income studies in the international area

many of them previously published in the 501 Bulletin including

Foreign activity of U.S corporations Data presented by--

Activity of foreign corporations in the geographical area or industrial

United States activity as well as other

Foreign controlled corporations classifiers

Statistics related to individuals trusts and estates

Partnership Returns 1978-1982 Publication 369 -- Price $22.00

This report presents previously unpublished Statistics ofIncome data for 1980 1981 and 1982 as

well as data previously issued in the 501 Bulletin and in other publications Features include

Number of partnerships Deductions Data presented by--

Limited partnerships Net income industry

Receipts Capital gains size of total assets

Cost of sales and operations State

number of partners

REIMBURSABLE SERVICES prices dependent on the request

Public Use Magnetic Tape Microdata Files

This includes individual income tax returns for 1978-1986 Individual income tax returns for

1966-1977 are available from the Center for Electronic Records NNX of the National Archives

and Records Administration Washington DC 20408 Files containing more limited data for

each State are also available for 1985 All of these files have been edited to protect the confiden

tiality of individual taxpayers Files for private foundations for 1982 1983 and 1985 and nonprofit

charitable organizations for 1983 and 1985 are also available from the Statistics of Income

Division The individual private foundation and charitable organization files are the only
microdata files that can be released to the public

Migration Data

Compilations are available showing migration patterns from where to where by State and

county based on year-to-year changes in the tax return address Data are also available for

selected time periods according to the years in which returns were filed between 1978 and 1988

and include counts of the number of individual income tax returns and personal exemptions In

addition county income totals are available for Income Years 1982 and 1984 through 1987
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Other Unpublished Tabulations

Unpublished tabulations are also available from Statistics of Income SO including detailed

tables underlying those published in the SO Bulletin Special tabulations may also be produced

depending on the availability of SO computer programming resources

OTHER PUBLICATIONS

The following Statistics of Income publications are available from the Superintendent of Docu
ments U.S Government Printing Office For copies write

Superintendent of Documents

U.S Government Printing Office

Washington DC 20402

Statistics of Income 501 Bulletin Quarterly Publication No 1136

Stock Number 748-005-00000-5 -- Subscription price $20.00 Single copy price $7.50

Provides the earliest published financial statistics from individual and corporation income tax returns

The Bulletin also includes annual data on nonfarm sole proprietorships and on partnerships as well as

from periodic or special studies of particular interest to tax analysts and administrators and to econo

mists Historical tables include data from SO as well as on tax collections and refunds by type of tax

Statistics of Income--i 987 Corporation Income Tax Returns Publication No 16

Stock Number 048-004-02299-1 -- Price $15.00

This report presents more comprehensive and complete data on corporation income tax returns with

accounting periods ended July 1987 through June 1988 than those published earlier in the SO Bulletin

Presents information on-- Data classified
by--

Receipts Tax credits industry

Deductions Assets accounting period

Net income Liabilities size of total assets

Taxable income size of business receipts

Income tax

Statistics of Income--i 987 Individual Income Tax Returns Publication No 1304

Stock number 048-004-02296-6-- Price $9.00

This report presents more comprehensive and complete data on individual income tax returns for 1987

than those published earlier in the SO Bulletin

Presents information on-- Data presented by--

Sources of income size of adjusted gross income

Exemptions marital status

Itemized deductions

Tax computations
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Section Overview of Studies of
re _____i%lIuui %FI jai IILLIUI

Introduction PF Return of Private Foundation and Form 990-T

Exempt Organization Business Income Tax Return

The Compendium of Studies of Tax-Exempt Or- Specific information on sampling procedures and

ganizations 1974-1987 assembles all of the articles variability and on nonsampling data limitations is

written on tax-exempt organizations by the Statistics presented in each of the SO Bulletin articles under

of Income Division SOl of the Internal Revenue Ser- the subheading Data Sources and Limitations In

vice In addition it includes one article written by addition an article outlining General Description of

another area of the IRS with significant inputfrom SQl Statistics of Income SOI Sample Proceduresand

Since the mid 970s SOl has extensively studied Data Limitations is found in the Appendix to this

those organizations classified as exempt under sub- volume

section 501 c3 of the Internal Revenue Code This

volume primarily includes articles written on those This compendium is organized so as to include the

tax-exempt organizations primarily nonprofit following primary topic areas

charitable organizations private foundations and

exempt organizations that earn business income un- Nonprofit charitable organizations

related to their exempt purpose The articles cover Private foundations

the period 1974-1987 The volume includes articles
Unrelated business income of exempt

tabulations of data and facsimiles of tax forms and
organizations

instructions for the most recent years studied In

cluded in the volume are three primary sections each In addition this volume contains one article written

preceded by an introduction that outlines major topics for the 75th SQl Anniversary edition of the SO Bulletin

and significant tax form changes that highlights each area of SQl tax-exempt research

and another written for the Independent Sector Re
search Forum that highlights SOls present and future

Currently SOI conducts annual statistical studies
data collection plans for tax-exempt organizations

for both private foundations and nonprofit charitable
The two articles follow this introduction

organizations Studies began in these two areas in

1974 and 1975 respectively SOl also has conducted
Tables of data supplement the articles For the

study of charitable trusts and recently completed its

first study of exempt organizations that earn and pay
most part the tabulations for the different articles in

tax on unrelated business income Of the articles in

each topic area correspond in format Also facsimiles

of tax forms and instructions for the most recent years
this volume many appear in quarterly editions of the

studied can be found at the end of the volume As tax
SO Bulletin one is part of previously published SOI

forms can provide helpful source for understanding
report and others represent special works written for

the Internal Revenue Code requirements the reader
either the American Statistical Association ASA or

may find it useful to consult the sections on tax form
the Independent Sector Research Forum In addition

changes in the introductions to each section
the volume includes an article written by the Employee

Plans and Exempt Organizations EP/EO area of the This volume represents all of the published material

IRS on private foundation administrative expenses produced by SOl in the tax-exempt area As SQl
SQl contributed much of the information and data for

supplies extensive data in this area The Compendium
the EP/EO study represents useful reference source on tax-exempt

organizations For interested parties SQl can
To tabulate and subsequently analyze the informa- produce special tabulations on reimbursable basis

tion contained in these studies SQl collects data from Also available for purchase are the more recent data

sample of tax returns filed annually by exempt tapes for both private foundations and nonprofit

organizations These include Form 990 Return of charitable organizations Requests for these services

Organization Exempt from Income Tax Form 990- should be addressed to the Director Statistics of



Overview of Studies of Tax-Exempt Organizations

Income RS Internal Revenue Service 1111 Constitu- Likewise from 1974-1987 private foundations in

tion Ave NW Washington DC 20224 creased by 34 percent in number Contributions

received by foundations increased from $2.3 billion in

Tax-Exempt Sector Trends 1974 to $4.5 billion in 1987 an increase of 100 per-

The tax-exempt organizations studied in this corn- cent The fair market value of total private foundation

pendium primarily include nonprofit charitable or-
assets increased by 71 percent from $56.8 billion in

ganizations and private foundations both exempt
1979 to $97.4 billion in 1987 Market value data was

under subsection 501c3 of the Internal Revenue first available for 1979 Charitable distributions by

Code The nonprofit charitable organizations primarily
foundations also increased from $4.7 billion in 1974

represent public charities churches and religious
to $7.0 billion in 1987 an increase of 49 percent

groups schools and educational groups and hospi

tals These organizations generally receive funding

In comparison to the significant growth in both

from wide variety of sources within the general
nonprofit charitable organizations and private founda

public Conversely private foundations generally
tions the Gross National Product has increased by

much less While total assets of nonprofit charitable

originate and receive funding from single wealthy
organizations increased by 135 percent from 1975-

family or individual
1986 the GNP increased by only 38 percent Total

foundation assets increased by 71 percent from 1979-

Tax-exempt organizations represent significant 1987 while the GNP increased by 41 percent The

sector within the U.S economy Since the mid-i 970s tax-exempt sector obviously has realized sig

theseorganizationshavegrownconsiderablyinterms nificant level of growth in relation to the entire

of number asset size and charitable contributions American economy The articles that follow will help

both given and received From 1975-1986 non- to explain the growth in the tax-exempt sector in

profit charitable organizations increased by 38 per-
relation to the changes in both the economy and the

cent in number The total constant dollar amount of
Internal Revenue Code tax law

contributions received by these groups increased

from $28.8 billion in 1975 to $52.8 billion in 1986 an All figures and percent changes are derived using

increase of 83 percent The total amount of assets 1982 constant dollars from the GNP implicit price

held by these organizations increased significantly
deflator Please refer to the Economic Report of

from $183.0 billion in 1975 to $429.9 billion in 1986
the President U.S Government Printing Office

an increase of 135 percent
Washington DC February 1990 Table C-3
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By Daniel Skelly and John Kozielec

The Statistics of Income Division regularly conducts more As is true of most SOl studies the main users of these

than 40 studies of tax return data While the basic studies statistical reports are the Office of Tax Analysis in the Office

of individual and corporation income tax returns are well of the Secretary of Treasury and the Congressional Joint

known the studies of international income and taxes and Committee on Taxation In addition detailed information is

-the various domestic special studies are generally less well provided to other Government agencies notably the Envi

known To remedy this an article on the international statis- ronmental Protection Agency the Federal Reserve Board

tics program was published in 1986 The present article and the Bureau of Economic Analysis in the Department of

is sequel to that article and takes look at the many Commerce Partial funding of the effort to compile statistics

domestic special studies that are currently underway or in on tax-exempt organizations is provided by the Indepen

the planning stages Many of these studies are conducted dent Sector nonprofit coalition of corporations founda

annually whereas others are conducted iess frequently or tions and voluntary organizations whose mission is to

even on one-time basis encourage giving volunteering and not-for-profit initiatives

Statistics of Income SOI domestic special studies coy- Exhibit shows the estimated population and the size of

ered by this article can be classified into three groups statistical samples underlying the data as well as the con
tent and frequency of each of the studies To meet the grow-

Tax-Exempt Organizations StudiesThis group in- ing need for data the Statistics of Income Division plans in

cludes annual studies of returns filed by private foun- the near future to initiate new statistical services in the per

dations nonprofit charitable and other organizations sonal wealth and tax-exempt areas that will provide univer

exempt under Internal Revenue Code section 501c sity scholars research organizations and others with

exempt organizations with unrelated business in- expanded access to the information

come and tax-exempt private activity bonds Also in

cluded are periodic studies of returns filed by TAX-EXEMPT ORGANIZATIONS STUDIES

nonexempt charitable and split-interest trusts and

farmers cooperatives one-time study of private This broad area currently consists of those exempt stud-

foundation grant-administrative expenses is also in- ies mentioned previously SOI data indicate that the growth

cluded in this category of tax-exempt organizations has kept pace with the national

economy as whole or even exceeded it during the past

Estate Tax and Wealth Studies.Besides the basic an- decade For example while the real Gross National Product

nual study based on data from estate tax returns stud- GNP nearly doubled in the period from 1974 to 1983 in
ies are conducted periodically to estimate personal creasing by 92 percent the receipts of private foundations

wealth and to look at the intergeneratiQnal transfers of adjusted for inflation increased by 125 percent The total

wealth through inheritance Occasional studies involv- revenue of other charitable organizations exempt from in

ing fiduciary and gift tax returns are also included in come tax under Code section 501 c3 also grew by 95

this category percent from 1975 the first recent year for which statistics

were produced to 1983

Excise Tax StudiesCurrently this group includes

studies of returns relating to the quarterly crude oil Private Foundations

windfall profit tax and the environmental excise tax on

certain hazardous substances i.e the so-called Su- private foundation is nonprofit corporation associa

perfund Tax tion or trust with narrow source of funds which supports

Daniel Skelly is Chief Foreign Statistics Branch John Kozielec is member of the Foreign Special Projects Section in that Branch
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social educational scientific charitable religious or other

Figure programs dedicated to improving the general welfare of

Sources of Private Foundation society These organizations qualify for tax-exempt status

under section 501 c3 The primary difference between

Revenue 1979 1982 and 1983
private foundations and other tax-exempt charitable organi

1979 zations is that foundations usually receive their funds from

an individual family or corporation while other nonprofit

Grants Interest
charitable organizations described below derive their

Received funds from large number of sources within the general

public In addition private foundations generally do not op
20.4% erate their own charitable programs

40.3%
$6.0 The first SOl studies of information returns filed by private

Billion

foundations were published for 19741978 and 1979

19.9% Then in 1982 the study was redesigned as an annual series

12 6/
Dvldends which will form longitudinal data base i.e essentially the

9.2% same organizations will be observed over time In-

Net Gain cluded in the annual samples are the returns of all private

Sales of Other foundations with total assets book value of $10 million or

Capital Asssets more about 700 returns in 1983 the most recent year for

1982 which data are available These 700 returns accounted

for 70 percent of the total assets of all private foundations
Dividends and

and formed approximately half of the 1375 sampled returns
Interest from

used for the study The returns in the other half of the sam-

Received
Seciritles pIe were randomly selected at various rates ranging from

/// 0.7 percent to 10 percent depending on the book value of

29.4% 32.5/
total assets

$9.1 41.3% Private foundation revenue more than doubled between

Billion 1979 and 1983 Figure illustrates the significant shifts in

8.8/o sources of foundation income which occurred during this

19.50/0 period By 1983 substantial increases in net gains from

9.8% interest from sales of capital assets established this component as the

Net Gain Savings and leading source of foundation revenue displacing both divi

dend and interest income and grants received which were
les of

Other
emporary

Capital Assets Investments traditionally the major revenue sources fast-paced securi

ties investment environment and 1981 tax law change

which eliminated the requirement that foundations pay out
1983 Dividends and as charitable distributions all of their investment income

from may have encouraged the restructuring of foundation in-

Securities vestment portfolios and may have been primary contribu
Grants

tors to these shifts

Received

24 90/
26.5%

Figure shows selected financial data by size of total fair

market value of assets for 1983 Nearly 30000 foundations
interest from

filed returns 5.4 percent more than 1982 with total revenue
$12.1 Savings and

of $12.1 billion reported 33 percent increase

Temporary
6.8%

Investments Charitable and Split-interest Trusts

Net Gain
35.0% 6.8%

Sales of Other
Noriexempt trusts are legal instruments established by

Capital Assets an individual or organization with either income or remain

der interests or both devoted to charitable purnosesNOTE For 1979 interest income from secunties was combined

andreportedwithothersourcesofinterestincome.Begin-
There are two types of nonexempt trusts purely charitable

fling
with 1981 foundations were required to combine trusts which are intended exclusively for charitable pur

interest income from securities with stock dividends and poses and split-interest trusts which have both charitable

report It separately from all other interest income and noncharitable beneficiaries Both types of trusts are
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Figure B.Private Foundations by Size of Total Assets nonprofit charities in that year an estimated 89000 were
1983

required to file returns Form 990 Organizations with gross
All figures are estimates based on samplesmoney amounts are in millions of dollars

receipts of $25000 or less and churches were not re
Szeoiioiaitaimarketvaiueofassets

______ quired to file The sample returns used for the statistics for

ten Total

under
$1000000 810000.000 825.000.000 s100.000.000

1983 on nonprofit charitable organizations consisted of all
under under under Or

$I0000000 $25000000 $100000000 more

organizations with total assets book value of $10 million or
21 131 51 161

more approximately 4500 for 1983 plus random strati-
Number of returns 29863 24717 4237 543 273 93

Totallairmarket
fied sample of approximately 500 returns from the remain-

value of assets $71935 $4163 $14054 $8207 $12897 $32614
ing population of 84500 returns Data were also published

Total book value

of assets 56.768 3769 11874 6.484 10541 24099 for these section 501c3 organizations for 1982

Total revenue 12.132 1159 2602 1.12 2.006 5.240

Net gain loss from

sales ot capital

Earlier data however for the period 1975-1978 included

assets 4249 86 418 28 487 2976
all section 501c organizations charitable as well as other

Interest and

dividend income. 4.034 281 846 487 761 1.659 organizations The three major groups in terms of num
Grants received ... 3.025 759 1052 28 58 bers of organizations in 1975 excluding section 501c3

Total expenses 5883 934 1560 721 1073 1.595

organizations were civic leagues social welfare organiza
Totalqualifyiiiggranls

55 756 1143 tions and local associations of employeessectionpaid 4363 822 092

Includes foundations with zero assets and unreported assets 501 c4 labor agricultural and horticultural organiza
NOTE Detail may not add to total because of rounding

tionssection 501c5 and social and recreational

clubssection 501 c7
nonexempt in the sense that they do not have to be formally

recognized as tax-exempt under the Internal Revenue -.- ii

uLur1 JIdI UdIl luf annual stuales oegin ning with 1985

Code Although they are exempt from income taxation they which will grow larger in size and scope Beginning with

are treated by Internal Revenue Service IRS as founda- 1988 the study will be expanded to again include all 501c
tions and taxed on their income not distributed to charities

organizations The sample returns used will be increased

from 5500 for 1985 to 35000 for 1988

The most recent data available for nonexempt charitable

trusts and split-interest trusts are for 1979 As noted in Ex- One of the dominant characteristics of the nonprofit sec

hibit study in this area is planned for 1989 and every tor and in particular of charitable organizations has been

third year thereafter the concentration of financial resources among small

number of large organizations see Figure Organizations

In 1979 there were 15846 nonexempt trusts including
other than private foundations with assets of $10 millionor

2103 charitable trusts with reported assets of $894 million
more filed only percent of the returns for 1983 but ac

and 13743 split-interest trusts with reported assets of $2.5
counted for 80 percent of total assets In contrast apprOxi

billion The charitable contributions of these trusts totaled
mately 40 percent of the returns were filed by organizatldns

$118 million including $56 million given by charitable trusts
with asset holdings under $100000 Yet these nerIy

and $61 million by split-interest trusts Split-interest trusts
35000 small organizations accounted for only 0.3 perdent

of the total assets of all nonprofit charitable organizations
contributed only 33 percent of their revenue to charities as

compared to almost 58 percent for charitable trusts

Figure C.Nonprofit Charitable Organizations by Size of

Total Assets 1983

Nonprofit Charitabe and Other Organizations tgurex are eSimateS based uii sainpiesmoney amounts are in millions of dollars

Tax-Exempt under Code section 501c sizeottotuiassets
returns

Total all organizations 89052 $331227

The Statistics of Income Divisions study of nonprofit char- Under $100000 34.650 1.153

itable organizations includes all organizations exempt from $100.000under$500000 23.625 4.651

$500000 under $1000000 10574 7237

Federal income tax under Code section 501c3 except $1.000.000under$10000.000 15433 53.027

private foundations discussed previously These organiza- $10000000 under $50000000 3.653 84.167

tions are principally religious educational health-related
$50.0000000rmore 1113 180.992

Includes returns with zero assets or assets not reported

scientific and literary organizations As indicated previ-
NOTE Detail may not add to total because of rounding

ously they differ from private foundations in that they derive

their funds from the general public As shown in Figure program service revenue fees

collected to administer charitable programs was the largest

The most recent financial data available for nonprofit component of total revenue for 1983 accounting for nearly

charitable organizations are for 1983 Of the approxi-
two-thirds $147.5 billion of total revenue of all nonprofit

mately 280000 organizations recognized by the IRS as charitable organizations look at the 1983 data by type of
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charitable organization shows that program service revenue 48 percent of the returns filed by all tax-exempt organiza

accounted for 90 percent $93.8 billion of total receipts for tions and accounted for 63 percent of the total assets re

hospitals and 60 percent $24.2 billion of total receipts for ported

educational institutions Program service revenue includes

broad spectrum of revenue sources such as hospital Exempt Organizations Unrelated Business Income

charges for patient care whether paid by the patient or

through third-party reimbursement tuition fees and day- In 1950 Congress imposed tax on the income of tax-

care charges at educational institutions admissions to mu-
exempt organizations from trade or business not substan

seums concerts and other performing arts events
tially related to an organizations exempt purpose or

educational workshop fees charges for athletic programs function The laws purpose was to restrict the potential for

and housing facilities at YMCAs and payments received for
unfair competition between nonprofits and taxable for-

insurance and retirement coverage by pension and annuity
profit businesses that provide the same services The Tax

fund companies Reform Act of 1969 revised and expanded this tax on unre

lated business income
However while program service revenue was the major

source of revenue for the large nonprofit charities contribu-
In more recent years with Federal cutbacks in funding for

tions received directly from the public or indirectly through
social programs there has been major focus on the move

fundraising campaigns and from Government grants cam-
ment of exempt organizations into commercial activities and

prised the major portion of the revenues of the smaller orga-
.the resulting impact on for-profit businesses In 1984 the Small

nizations For 1983 contributions represented 60 percent
Business Administration issued report Unfair Competition

$13.1 billion of the total revenues $21.8 billion of organi-
for Nonprofit Organizations With Small Business An Issue for

zations with assets of less than $1 million Contributions
the 1980s that was critical of exempt organizations operating

received by educational organizations a6counted for 24.8
commercial activities In September 1986 the Ways and

percent $10.2 billion of total receipts and only 2.4 percent Means Committee of the House of Representatives began
$2.5 billion of total receipts for hospitals The remainder of

comprehensive review of the Federal tax treatment of commer
the revenue received by charities was in the form of dues

cial and other income-producing activities of tax-exempt orga
and assessments interest dividends and other investment

nizations Hearings were held in the summer of 1987 with
income

recommendations to follow It is anticipated that the Sub

committee on Oversight will call for expanded information to

Figure D.Nonprotit Charitable Organizations 1975 1982
be reported on the Form 990 regarding taxable and nontaxa

and 1983
ble subsidiaries as well as additional information on related

figures are estimates based on samples money amounts are in billions of dollars

and unrelated business activities of exempt organizations
lIen 1975 1982 1983

111

Number of returns 82048 75738 89.052 Against this backdrop of intensifying interest and concern

Total assets $108.5 $279.6 $331.2
regarding the possible conflict between the private sector

Total revenue 65.5 196.3 224.0

and the income-producing activities of the nonprofit sector
Contributions gifts and grants 17.1 41.3 46.4

Dues and assessments 1.5 2.5 3.1 the Statistics of Income Division is undertaking major new
Program service revenue na 1244 1475

annual study This study for 1987 is based on sample of
Total

expenses 62.6 181.3 207.5

Programserviceexpenses 36.8 151.7 173.6 approximately 5000 returns selected from an estimated
Fundraising espenses 1.4 1.7 1.8

Management and general expenses na 27.4 31.8 population of 30000 tax returns filed by exempt organiza

n.a Not available tions with unrelated business income Presently data from
NO1E Year.to.year comparability is affected by tax law changes

the IRS Master File System for 1985 and 1986 are being

Organizations receiving tax-exempt status under section analyzed for possible use in the study Figure shows the

501 c3 represent the largest group of organizations with most recent information available from exempt organiza

tax-exempt status For 1975 when the minimum filing re-
tions business income tax returns Form 990T

quirement was more than $10000 in gross receipts they

represented 37 percent of all returns filed and accounted Figure E.Exempt Organization Unrelated Business

Income Tax Returns Number of Returns and Unrelated
for 68 percent of the total assets of all tax-exempt organiza-

Business Income Tax Collections Fiscal Years 19851 987
tions .Labor organizations and civic leagues followed in

amounts are in thousands of dofiars
_______________

terms of the numbers of returns filed Since then the filing
Nwnben Unretatedbuslnese

requirement has been increased to more than $25000 so ________________________________ _____________
exact comparisons are not possible However the most re- 1985 24103 30208

cent data from the IRS Business Master File indicate that the
1986 32224 54943

1987 30286 119875

organizations exempt under section 501 c3 still outnum-
NOTE Fiscat Year 1984 covers returns filed in October 1983 through Septerrtber 1984 Data for

ber all other types of tax-exempt organizations For 1986 other years are similailv defined

SOURCE Business 1aster File Reports of Revenue Recepts Internal Reeenue Service

returns filed by these charitable organizations represented Unpublished annual reports
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Private Foundation Grant-Administrative Expenses cide with the 1992 quinquennial economic census Plans

are to obtain most of the data from information already tran

As part of the Tax Reform Act of 1984 Congress man- scribed for tax administration purposes and included in the

dated one-time study of the expenses of private founda- IRS Master File system These data will be augmented by

tions in administering grants The purpose was to assess data abstracted from the returns processed for statistical

the impact of current provisions of the Internal Revenue purposes only The Department of Agriculture is expected

Code governing the treatment of such expenses This infor- to help with the 1992 study as it did for the 1977 study

mation collected by the Statistics of Income Division will

enable the Office of Tax Analysis to report its findings and Tax-Exempt Private Activity Bonds
recommendations to Congress so that statutory or regula

tory changes to the private foundation tax provisions of the Private activity tax-exempt bonds are issued by State and

Internal Revenue Code can be made if they are deemed local Governments or their authorized agents for the direct

necessary subsample of approximately 800 returns from benefit of private businesses organizations and individ

the SOt 1985 private foundation study is being used in this uals The original intent of the Federal income tax exemp
study The results will be provided to the Office of Tax Analy- tion for interest earned on State and local bonds was to

sis for use in its report to Congress due in January 1990
provide subsidy for Government projects such as high

ways by making it possible to obtain funding at lower inter-

Farmers Cooperatives est costs However there was nothing to prevent State and

local Governments from also issuing private-purpose bonds

The Statistics of Income Division periodically publishes to promote economic development and housing within their

statistics on farmers cooperatives The last published study jurisdictions while incurring little or no costs themselves As

was for 1963 more recent study on tax-exempt un- result investment dollars were shifted away from other

der Code section 521 as well as nonexempt farmers coop- taxable interest-producing alternatives which could lead to

eratives however was conducted for 1977 with the
significant loss in Federal tax receipts The shifting of

assistance of the Department of Agriculture Results will be bonds toward these non-Government uses recently

published in an SOI compendium on exempt organizations prompted the Federal Government to reexamine its policies

scheduled for release in the fall of 1988 Figure compares in this area The dollar volume of these bonds accounted for

data for exempt and nonexempt cooperatives for 1963 and 54 percent of the $119.4 billion of total long-term tax-exempt
1977 Although the number of exempt cooperatives bond volume for 1985

dropped by almost half between 1963 and 1977 their total

assets increased by approximately 44 percent Total assets The Tax Equity and Fiscal Responsibility Act of 1982 re
of nonexempt cooperatives which were reported on Form

quired State or local Government issuers of private-purpose

1120 the corporation income tax return up until 1982 in-
tax-exempt bonds to file information returns with the IRS

creased more than tenfold over the same period Informa-
describing the nature and uses of the bonds Data obtained

tion for nonexempt cooperatives are now reported on Form from these returns Form 8038 for bonds issued in 1983

990C the same form filed by tax-exempt cooperatives through 1985 have been published annually

Figure F.Exempt and Nonexempt Farmers While the number of bond issues reported each year has
Cooperatives 1963 and 1977

remained steady at just under 15000 the dollar volume of
Figures for nonexempt cooperatives are based on samplesmoney amounts are in

new issuances shot up from $49.9 billion in 1983 to $99.4
miflions of dollars

billion in 1985 see Figure Figure shows the massive
1963 1977

x1
Eaen Noneuem Exempt Noneoempl

growtu in 3-year period of private exempt entity bonds
cooperatives copevatives ccoperahves cooperatives in particular

Number of returns 5574 3.021 2933 3175

Total assets book value $4065 $1 .927 5854 $20377 Figure G.New Issue Private Activity Bond Volume by

Total receipts 8940 4.937 15340 34471 Type of Bond 198385

Total deductions 8919 4.908 15330 34298 Billions of dollars

Net income less deficit 21 29 12 172
New issue volume Percentage

Net income 42 40 54 201 Selected type of bend change

1983 1984 1985 1983 to 1985
fncome subject to tax 36 25 177 ____________________________ _________ _________ __________ ____________

Income tax after credits 13 61 Total $49.9 $65.8 $99.4 99.2%

Exempt farmers cooperatives are not exempt from income tax but are taxed at the same Student toan bonds 3.1 1.4 2.8 8.5
corporate rates as are nonexempt cooperatives However exempt cooperatives are allowed to

uct from earnings dividends paid on capitai stock and distributions of any net margins from Private exempt entity bonds 8.2 9.0 26.1 218.0

nonpatrortage business wboh indudes income from investments sates of capita assets and the

like Nonexempt cooperatives may not deduct these two items which in the case ot exempt Mortgage bonds 10.8 13.9 13.4 24.5

farmers cooperatives totaled $31 million for 1963 and $23 million for 1977
Industrial development bonds 278 41.5 57 105.1

NOTE Detail may not add to totals because of rounding Yearto-yeai comparability is affected

by tax law changes Data for 1983 and 1984 ate based on information compiled by the Department of Houseg and

urban Deetopment for 1985 the data were compiled by IRS based on Form 8038 Iritormation

Return for Private ctivity Bond Issues

The next farmers cooperative study is planned to coin-
NOTE Year-totiear comparability is affected by tax law changes
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Future Plans in the Tax-Exempt Area SOl also is working on compendium of exempt studies

which will be available in the fall of 1988 The one-volume

Although exempt organizations received little direct atten-
compendium will be comprised chiefly of articles published

tion in the Tax Reform Act of 1986 several of the provisions
in the Statistics of Income Bulletin and in the Proceedings of

dealing with individuals and taxable corporations will have
the American Statistical Association along with facsimiles of

major impact on the operation and well-being of exempt
tax forms and instructions Also included will be other re

organizations
search papers and previously unpublished articles and ta

bles This material will serve as reference source for

statisticians economists and researchers However the

Basically the 1986 Act increases the after-tax cost of
compendium represents only sampling of the available

charitable giving for several reasons First taxpayers whose
statistical information that might be of value to interested

marginal tax rates are decreased under the 1986 Act will

parties Some microdata files are already available for pub-
realize smaller tax benefit from their deductions for chari-

tic use and efforts are underway to determine whether ad-

table contributions while taxpayers subject to higher mar-
ditional microdata files can be provided while protecting the

gmat tax rate due to changes in provisions dealing with tax
identity of individual organizations wherever required under

shelters and the alternative minimum tax will find the Gov-
the law Unpublished or special tabulations are also availa

ernment subsidizing larger portion of their charitable giv- ble on cost-reimbursable basis

ing However since the majority of taxpayers will have lower

marginal tax rates overall charitable giving is projected to
ESTATE TAX AND WEALTH STUDIES

decline In addition provision enacted in 1981 permitting

individuals who did not itemize their deductions to deduct

part or all of their charitable contributions expired after 1986 The Statistics of Income Division conducts five studies

and was not reinstated by the Tax Reform Act of 1986 Thus relating to estate taxes and its direct and indirect effects on

these nonitemizers must again bear the entire cost of chari- transfers of wealth To look at the direct effects SOl analyzes

table contributions they make after 1986 the same as they
estate and fiduciary taxation Studies which focus on the

did before 1981 Finally number of other changes indirect effects include those of personal wealth estimated

are expected to reduce the number of itemizers further from estate data described in the Personal Wealth Esti

reducing the tax incentive to make charitable donations mates Section below intergenerational wealth transfers

This expected fall in donations may force nonprofit organi-
and the relationship between income and wealth

zations to increasingly move into commercial activities in

which they typically compete with for-profit firms in order to Perhaps the most important change in this area in recent

finance their pi-ograms years was the increase in the filing requirement for estate tax

returns From 1942 to 1976 the floor for the estate filing

There seems to be general agreement among the users requirement was $60000 in gross estate The Tax Recovery

of SOl data on exempt organizations that there is strong
Act of 1976 and the Economic Recovery Tax Act of 1981

need to expand the data bases available so that policyma-
ERTA mandated series of increases in the filing require

kers can make more informed decisions in this area Thus if

ment which doubled this floor for 1977 decedents and then

reimbursement can be obtained the Statistics of Income further increased it for each of the next 10 years see below

Division will greatly expand its data on exempt organiza-
The filing requirement is scheduled at least for now to

tions Already SOt studies of private foundations and non-
remain constant at $600000 beginning wits estates of tax-

profit charitable organizations are being resumed on an payers who died in 1987 andthereafter Not surprisingly the

annual basis beginning with Tax Year 1985 Second SQl filing requirement changes have resulted in dramatic de

plans to substantially increase the sample sizes for both the
dine in the number of returns Just 68000 returns were filed

private foundation and nonprofit charitable organization
in 1985 66 percent less than the nearly 201000 returns

studies beginning with 1987 Third beginning with Income
filed in 1977

Year 1988 the exempt organization study will be expanded

to include all section 501c organizations rather than just Size of gross estate

501c3 organizations and the sample will be increased Year of death filing requirement

from approximately 5500 to 35000 exempt organizations

Fourth the study of the exempt organization unrelated busi- 1976 60000

ness income tax which is being conducted for the first time 1977 120000

for 1987 will be done on an annual basis Fifth periodic 1978 134000

studies at least every years will be conducted on farmers 1979 147000

cooperatives charitable and split-interest trusts and also on 1980 161 000
excise taxes paid by private foundations and public chari- 1981 175000

ties 1982 225000
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1983 275000 in 1985 The 1985 increase would have been more sub-

1984 325000 stantia if it were not for the afromon iii

1985 400000 filing requirement for 1984 and 1985 decedents The liber

1986 500000 alization of the marital deduction resulted from eliminating

1987 and later 600000 the monetary ceiling on the deduction for estates of dece

dents dying after 1981 Thus unlimited amounts of prop-

The rapid rise in the estate tax filing requirement has also
erty except for certain terminable interests could be

narrowed the group of individuals whose personal wealth
transferred between spouses free of estate or gift taxes

can be estimated from estate data Nonetheless estimates

can still be generated for the richest or percent of the The number of estate tax returns with gross estate of

population which still includes significant portion of the $300000 or more increased between 1982 and 1985 from

Nations wealth For example estimates of personal wealth approximately 60000 to 68000 while total reported gross

in 1982 showed that there were approximately 4.5 million estate grew by almost 40 percent see Figure The major

Americans with gross assets of $325000 or more Al- reasons for these increases were the overall expaqsion in

though these individuals represented only 2.8 percent of the economy accompanied by lower interest rates both of

the Nations adult population their net worth the value of which contributed to an increase in the value of residential

their assets after reduction for debts made up approxi-
and commercial real estate and investment portfolios For

mately 30 percent of the wealth in the United States held by these reasons and with the moderate increase in inflation

U.S households over this time period more and more estates grew in size to

the point that they exceeded the increased filing threshold

Each of the studies in the estate tax/wealth area is de

in .ll vIl IIIr
IdL tuow pians

U1UUU UI iVlUC uy riling

for major expansion of studies in this area are also high-
98215

All figures are estimates based on samplesmoney amounts are in millions of dollars

lighted
Filing Numbe of Gross Total Taoabte Estate tao

Year returns estate deductions estate after credits

Estate Tax
1982 59597 $45412 $17897 $27568 $6226

1983 63.251 50.390 24322 26.235 5.170

Statistics from estate tax returns are periodically pub-
1984 60.316 49954 25.553 26421 4667

lished in the Statistics of Income Bulletin the most recently
1985 67961 62605 31.384 31 .645 5.035

NOTE Returns were not required for decedents who died in 1984 or 1985 with
gross estates

or returns under $325000 or $400000 respectively Year-to-year comparability is also attected by other taxpublished data were for 1983 Limited data
law changes Returns tiled each year primarily reflect deaths that occurred during the preceding

filed in 1984 and 1985 are available directly from the Statis

tics of Income Division

Personal Wealth Estimates

Despite major changes in the estate tax law in recent

years taxation of estates continues to be based primarily on The estate tax return requires great deal of fnformation

the total value of the decedents property and not upon the to be reported concerning the financial and demographic

shares received by the individual beneficiaries although the characteristics of the decedent This includes data on as-

liberalization of the marital deduction described below is sets and liabilities as well as on age sex marital status and

an important change here When citizen or resident of the State of residence The extent and quality of these data are

United States dies Form 706 must be filed by the execu- such that since 1962 the personal wealth of the richest

tor or administrator of the estate if the value of the dece- Americans has been estimated as by-product of the SOl

dents gross estate exceeds the filing threshold As program generating estate tax return statistics

noted already the filing threshold which stood at $60000 in

1976 has now increased to $600000 The underlying assumption in making these estimates is

that death draws random sample of the living population

Estate tax return data available for 1982 through 1985 for
The technique used to derive the estimates called the es

decedents with gross estates of at least $300000 show the
tate multiplier relies on the fact that for the general popula

impact of ERTA on estate taxation exclusive of the changes
tion the mortality rate is known for each age and sex group

in the filing requirement The liberalization of the marital
Therefore if the number that died in each age/sex group is

deduction that was enacted as part of ERTA resulted in
known and the mortality rate for each group is known then

significant decrease in the estate tax liability even though
the population is the inverse of the mortality rate times the

the number of estate tax returns filed and particularly the
number of deaths in each group The estate multiplier tech-

size of total gross estate each increased The total estate tax
nique for certain data sets may yield more accurate data

liability dropped by nearly 25 percent from $6.2 billion in
than sample survey methods which suffer from problems of

1982 to $4.7 billion in 1984 before increasing to $5.0 billion nonresponse and inexact responses
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The estate multiplier technique assumes that estate tax type from sample of estate tax returns This will allow the

returns provide representative sample of the living popula- issue of undervaluation of assets reported on estate tax

tion for the purpose of estimating the personal wealth of that returns to be addressed Second comparisons are cur-

segment of the population which holds substantial portion rently being made between certain published financial and

of the wealth of all individuals The wealth of the living popu- demographic information from outside sources and SOl de

lation can be estimated from those returns by using the mographic data and wealth estimates Direct compari

mortality rates of wealthy individuals to develop multipliers to sons of information from outside sources with that reported

weight the data up to the living population on estate tax returns may provide information about the

types of assets and amounts of wealth not captured by the

In order to improve the accuracy of the personal wealth
estate multiplier technique

estimates the SOI sample design was restructured beginning

in 1982 to select returns based on the year of the taxpayers Figure J.Percentage of Estimated Personal Wealth by

death rather than on the year
in which the estate tax return was Asset Type and by Selected Sizes of Net Worth 1982

filed Returns filed during 1-year period include returns for
figures are estimates based on samplesI

more than single year of death In addition core group of
Size of ret wOth

returns is selected without regard to the year of death This
Typeofassef $25OOO

enables estate tax return data to continue being produced on _________________________
8500.000

filing-year basis thus preserving the historical SOt time se-
SI 1%

ries and at the same time allows for periodic estimates of Real estate 42.8

13

wealth to be produced based on deaths in specific year Noncorporate business assets 85 9.5

Limited personal wealth data based on the returns filed each
Notes and mortgages

40 42

year are also prepared annually
Life insurance 2.7 0.2

Other assets 19.6 22.7

NOTE Detail may not add to totals because of rounding

As shown in Figure the number of Americans with net

worth of $5 million or more grew more than tenfold between Other research relating to personal wealth being pursued

1962 and 1984 Between 1981 and 1984 alone the number includes an examination of mortality rates of estate tax dece

almost doubled These are among the statistics derived from dents compared with the general population based on

the estate returns using the technique described above actual experience to see if revisions to the SOl multipliers

are needed The Statistics of Income Division is also work-

Figure LNumbero Individuals with Net Worth of $5
ing closely with representatives from the Federal Reserve

figures are estimates based on samples
Board FR who have produced wealth estimates from

survey data collected during the 1983 Survey of Consumer
year

individsals Finances By studying both IRS and FRB data im

1962 4500 provements in SQl wealth estimates can be made Survey

1972 II III II

III

11 data also allow analyses to be made of the distribution of

wealth for individuals with assets totaling less than the estate

tax filing requirement

Intergenerational Wealth Transfers

Figure shows the contrast in composition of assets be

tween the very wealthy persons with net worth of $5 The Statistics of Income Division has begun long-term

million or more and for the moderately wealthy persons research project involving all estate tax returns filed since

with net worth between $250000 and $500000 More the inception of the estate tax in 1916 This study will

than third of the assets of the very wealthy were repre- focus on the changes in the concentration of wealth and on

sented by corporate stock compared to 14 percent for the the transfer of wealth from one generation to another Em-

moderately wealthy For the moderately wealthy real estate phasis will be placed on asset composition demographic

accounted for nearly 43 percent of total assets compared information available from the returns and information

to less than 14 percent of the assets of the very wealthy about the beneficiaries of the estates

Revised personal wealth estimates for 1982 based on Data have thus far been abstracted from all estate tax

estate tax returns filed between 1982 and 1984 are pub- returns of decedents who died from 1916 through 1945

lished in the 1987 Proceedings of the American Statistical Information from estate tax returns will enable match to be

Association and in more detail elsewhere 29 made between heirs of an estate and the estate tax returns

that may eventually be filed for those heirs For the estates of

number of efforts are underway to improve SOI per- decedents who died after 1945 information will be obtained

sonal wealth estimates Comparisons are being made for only for decedents with gross estates in excess of an annu

example between pre- and post-audit values by asset ally increasing amount
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Detailed asset information has been obtained from estate ized rate of return varies inversely with the size of the estate

tax returns for sample of decedents for 1916 to 1920 and The realized rate of return differs from the economic rate by

for 1928 to 1930 Similar data will also be picked up for the amount of unrealized income or other capital income

returns filed for decedents who died in the following years not reported on the tax return Thus without adjustments

1938 to 1940 1944 1948 to 1950 1953 1958 to 1960 realized income as shown on the Form 1040 individual in-

1968 to 1970 and 1978 to 1980 Groups of years have come tax return is not very reliable measure of wealth for

been selected to center around years ending with e.g the richest people

1928 to 1930 centers on 1929 in order to coincide with

years for which income data are available from the Bureau Figure K.Realized Rates of Return on Assets 1982

of the Census The single years 1944 and 1953 were in- _______
Sizeotgrossestote

cluded so that comparison could be made between SQl Typeotasset $60000 $362000 $840000

unde under or

wealth estimates based on weights applied to individual ________________________
8362.000 $840000 more

estate tax records and estimates produced by Horst Men-
Closely-held business noncorporate 2.22% 1.78% 0.47%

dershausen for 1944 and Robert Lampman for 1953
Corporate stock

Total 0.81 2.18 1.24

Closely-held 0.21 2.26 0.93

Data from the intergenerational wealth study have been Non-closely-held 4.14 2.10 2.27

All assels capital income only 3.24 3.33 1.29

published for estate tax returns with years of death between All assets capital and wage income 6.57 467 2.99

1916 and 1931 Additional data for 1932 through 1945 NOTE The percentages represent weighted average rates of return income divided by the

value of assets Estate classes were split so as to provide equal sample sizes in each class

will be available in the spring of 1989 No data are yet
SOURCE Seetoolnote36attheendofthisarticle

available however on linking beneficiaries and heirs this

Greenwood noticed that realized rates of return on finan
will be covered in later phase of ths project

cial assets varied not only with the level of assets but also

with the taxoayers aae and with the marainal tax rate on
Estate Coiiation

income Both Steuerle and Greenwood have suggested us-

This study is another by-product of the basic estate tax re-
ing capitalization of income as another approach to estimat

turn statistics program The purpose of the collation study is to
ing wealth In this approach wealth is derived by dividing

realized income from particular asset by an expected rate

generate data that will be useful for conducting research on
of return and adjusting for unrealized gains and losses

the relationship between income and wealth This is done by

matching the estate tax return with the income tax returns for
Fiduciary Income

given decedent and each beneficiary of the estate For dece

dents income tax returns for the year of death and the Fiduciary income tax returns are filed by the person or insti

preceding years and for beneficiaries the returns for the year tution that has power and control over the property of an estate

prior to the decedents death and years after the decedents or trust to report its income and tax when gross income is

death are collated with the estate tax returns This permits $600 or more The most recent detailed statistics from fiduci

comparisons to be made of the wealth and income levels of ary returns are for 1982 As shown in Figure over 1.6

decedents with the income levels of their beneficiaries both million fiduciary income tax returns were filed for 1982 an

before and after the year of death of the benefactor or at the increase of nearly 30 percent over 1974 the last previous year

point at which the transfer of wealth occurred for which detailed data are available Total income less loss

almost tripled over the same period In constant 1972 dollars

Estate collation studies have been done for 1976 and for the increase was 60 percent using the GNP implicit price

1982 For the 1982 study fiduciary income tax returns were deflator developed by the Bureau of Economic Analysis

included when trust was listed as beneficiary Also in

cluded were gift tax returns filed by the decedent for the Figure L.Fiduciary Income Tax Returns for Estates and

Trusts Tax Years 1974 and 1982
years preceding death This collation study will be repeated

All figures are estimates based on samplesmoney amounts are in thousands of dollarsi

again for 1989
Item 1974 1982

Percentage

increase

Some significant results from these collation studies have III

been produced by Steuerle and Greenwood 36 In Number of estates and trusts total 1258.116 1.631.645 29.7%

Estates 336475 422.734 25.6

particular Steuerle noted that for the very wealthy the rate of Trusts 921641 1.208911 31.2

return on all financial assets was much less than if their
Number of taxable estates and

trusts total 403886 597100 47.8

funds had been invested in savings accounts Steuerle also Estates 139963 168441 20.3

Trusts 263923 428659 62.4

noted that the rate of return on all assets was found to be
Totalincomelessloss $13737886 $39410572 186.9

around percent see Figure Even when wage income Taxable income 2.403.040 7.353.461 206.0

was added to capital income the amount of realized in-
Total tax 835.575 2.617.771 213.3

Total income less toss from 1982 tax returns was $36677858000 This figure includes net

come was still less than percent of the total value of assets rather than gross rent and royatty income To facilitate comparison with 1974 when gross rents

and royalties were included in total income less loss total income for 1982 has been adjusted to

include the gross amounts See also footnote Figure

NOtE Grantor trusts are not incfuded in these statisticS Year-to-year comparability is affected

Figure also shows Steuerles observation that the real- bytaxlawchanges
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Figure shows the changes in the major sources of

estate or trust income for 1974 and 1982 as reported on

fiduciary income tax returns Forms 1041 Interest and net

gains less losses from sales of capital assets increased

sharply as percentages of total income while dividends

Figure
decreased correspondingly

Income Reported on Fiduciary Income Future Plans in the Estate Tax and Personal Wealth

Tax Returns 1974 and 1982 Areas

The Statistics of Income Division is mounting large re

search effort aimed at improving the quality and usefulness

1914 of estate tax data Specific issues being addressed include

the treatment of jointly-owned property the special use valu

ation of certain business assets the valuation of non-corpo
Interest

rate business assets and the timing of estate valuations

23.9% DivIdends Projects which have already begun include review of au

$13.7

dited returns among others

9.6%
BIllion Other plans will be implemented in the future Consider-

Other
ation is being given to exploring the feasibility of retrieving

15 8/
small sample of estate tax returns from years for which

15.4% wealth estimates have been made so that valuation issues

can be studied in detail As follow-up to the 1982 estate

Gross Rents Net Gain
collation study an extension of the tracking of the beneficia

and Royalities Sates of
ries listed on the estate tax returns in the SOl sample is

Capital Assets
being considered Beginning with 1986 the estate data file

contains the name and social security number for each

beneficiary This will make it possible to trace individual

income information for the beneficiaries over time Addi

tional analysis of matched income tax data and estate tax

data is also planned in order to develop better estate tax

1982
multipliers for use in wealth estimation techniques that will

Net Gain be differentiated by wealth In addition study is

Sates of needed to compare income and estate tax data for given
Dividends

Capital Assets individuals collected at several points in time in order to

study and adjust for the decrease in wealth which often

22.1 occurs around the time of death

24.4%

cooperative effort of interested parties including the

$39.4 IRS Federal Reserve Board Social Security Administration

Billion and many academicians will it is hoped lead to significant

13.8%
Gross

advancements in the measurement of wealth and its distri

Rents
bution The Statistics of Income Division at the request of

31.0%
Roatltes1

the Office of Tax Analysis designed the high-income sup-

8.7% plemental sample for the 1983 Survey of Consumer Fi

Interest nances used by the University of Michigans Survey

Other Research Center Since then the Division has been closely

involved with both the University of Michigan and the Fed

eral Reserve Board in designing the methodologies em
ITO make data comparable between 1914 end 1982 ployed in weighting the supplemental and the cross-

depreciation depletions and other expenses were sectional samples
added to the 1082 figures

At this point in the evaluation of wealth data for 1982

based on estate tax returns and results of the 1983 Survey

of Consumer Finances it appears that the survey record

.3 and estate multiplier technique approaches to measuring
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wealth have distinct advantages and disadvantages The protected Unpublished or special tabulations will continue

goal should be to combine both methodologies in order to to be available on cost-reimbursable basis

arrive at the best possible way of measuring wealth for the

Nation as whole The Statistics of Income Division would EXCISE TAX STUDIES
like to utilize both survey data and administrative records for

conducting wealth study for 1989 In particular the Divi- The Statistics of Income Division currently conducts two

sion may again be involved in the design of the high-income studies on excise taxes each year One study is on the

supplemental sample for the 1989 Survey of Consumer Fi- windfall profit tax an excise tax on oil producers and royalty

nances If possible the objective would be to arrive at owners of crude oil The other covers environmental taxes

sample size of perhaps as many as 2500 high-income mdi- which are imposed on crude oil and petroleum certain

viduals From estate tax returns plans are to improve the chemicals and hazardous wastes The latter taxes are often

capture of information on assets held by trusts and closely- referred to as the Superfund taxes
held businesses

Total excise tax collections declined slightly from 1981 to

In order to develop complete picture of wealth plans are 1985 as shown in Figure This fall was due primarily to the

to examine closely the gift and trust behavior of wealthy individ-
reduction in windfall profit tax revenue Fiscal Year 1981 was

uals in both the high-income supplemental sample and the
the first full year that the windfall profit tax was collected The

estate/personal wealth sample To carry out this study the
gift revenues amounted to $16.9 billion almost 42 percent of

tax returns filed by decedents before death and the
gift the years total excise tax revenue of $40.4 billion However

returns filed by individuals in the supplemental sample will
by Fiscal Year 1985 windfall profit tax revenues had fallen to

examined This will provide an insight into the relationship approximately $5.1 billion 14 percent of the years total

tween wealth transferred inter vivos during life and that trans-
excise taxes because of reduced tax rates and lower crude

..........-l I-... L.... ....4 I. .II .. .... .. ..J. L........ ..J
c..J.........OUL IWIlI LIUt LUU UdU OH lIuUuIdIy oil prices In contrast environmental tax payments aver-

income tax returns is also planned in conjunction with the aged only about $235 million annually from 1981 to 1985

supplemental high-income and estate samples Trusts will

identified on estate returns and in the supplemental sample

copies of the fiduciary and related estate and
gift

tax returns
Figure N.Gross Excise Tax Collections By Type Fiscal

will then be obtained The objective is to examine the role and Years 1981 and 1985

importance of trusts and the distribution of trust income in the Billions of doltars
____________________

overall wealth generation process FSI Yea

Type of excise fax

1981 1985

The most significant change mandated by the Tax Reform Total $40.4 $37.0

Aohol taxes 5.7 5.4

Act of 1986 to the unified Federal estate and
gift

transfer tax
TOccO taxes 2.6 4.5

system may be the revival of the generation-skipping trans-
Gasoline taxes 4.0 9.1

Manufacturers excise taxes except gasoline 2.1 0.9

fer tax This tax was originally established in 1976 to tax Winitall proht tax 16.9 5.1

Environmental taxes 0.1 0.3

trusts which provided for the distribution of benefits to bene-
Reta4ers special fuels and unclassified excise laxes 6.2 6.1

ficiaries assigned to more than one generation The new All othermisceflaneousexcisetaxes 2.8 5.6

NOTE Year-to-year comparability is affected by tax law changes
tax which applied to transfers occurring after October 22

SOURCE U.S Department of Treasury Internal Revenue Senace Annual Report Commis

1986 also covered direct gifts and bequests made to recipi-
sroner and Chief Counsel Infernal Revenue Serece See reports for Fiscal Years 1981 and 1985

ents at least two generations younger than the donor Since

generation-skipping transfer tax returns are filed with the
Windfall Profit Tax

estate tax return review will be made of these returns as

part of the regular SOl estate tax study An assessment will
The Crude Oil Windfall Profit Tax Act of 1980 imposed

then be made of the impact of the new tax and of plans for Federal excise tax on domestic crude oil extracted on or

future studies of it
after March 1980 The tax was enacted in response to the

planned phaseout of Federal price controls on domestic

Finally compendium on wealth and wealth-related stud- crude oil Congress mandated that the tax be temporary

ies will be published in the fall of 1989 This compendium with 33-month gradual phaseout This phaseout was to

will contain in one volume results of all recent SOI studies begin in January 1988 if $227.3 billion in net revenue had

conducted in those areas The material will be composed been realized by then otherwise it was to begin no later

chiefly of articles published in the Statistics of Income Bulle- than January 1991

tin and in the Proceedings of the American Statistical Asso

ciation along with facsimiles of the tax forms and The windfall profit tax is reported on the Quarterly Federal

instructions Other research papers and previously unpub- Excise Tax Return Form 720 and Form 6047 Windfall Profit

lished articles and tables will also be included In addition Tax which is filed as an attachment to Form 720 SOI tabu

efforts are underway to investigate how to release micro- lations are based only on the population of Forms 6047 that

data files in such way that the identity of the taxpayers is show tax liability Therefore since not all oil production is
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Figure

Components of Windfall Profit Tax Liability Before Adjustments
Aggregate Values by Quarter In Which Oil Was Removed 1980-1985
Billions of Dollars

30
Prior to After Full Decontrol

Full Decontrol

25
Aiiusted Base Value Rernval Value

Pius Stale Severance

Jun Sep D.c Mar Jun Sep Dec Mar Jun Sep D.c Mar Jun Sip See Mv Jun S.p D.c Mar Jun Sep DeC

1980 1981 1982 1983 1984 1985

Quarter In Which Oil Was Removod
NOTE Some returns report wIndfall

profit tax liability only therefore dale for removal value adiusted base value and state severance tax adiuslment have been adjusted to

reflect totals as If all returns reported this detail

One month only

taxable .total domestic production is somewhat understated creation of $1.6 billion Hazardous Substance Response
in the statistics The sample includes all returns with tax Fund commonly referred to as the Superfund The initial

liability before adjustments of $1 million or more and 10- law which took effect on April 1981 and expired on

percent sample of returns with tax
liability

less than $1 September 30 1985 imposed an excise tax on the sale or

million use of petroleum and 42 chemicals The law was reinstated

for 1987
As shown in Figure windfall profit tax before adjust

ments declined from high of $7.2 billion for the quarter In addition to the Superfund CERCLA established the

ending June 1981 to $1.2 biflion for the quarter ending Post-closure Liability Trust Fund This Fund was financed by

December 1985 This decline was principally result of the Hazardous WasteTax an excise tax which took effect on

decrease in the price of oil Almost $84 billion in taxes be- October 1983 and was based on the receipt of hazard-

fore adjustments was reported during this period the ous waste at qualified hazardous waste disposal facility

amount after adjustments was nearly $78 billion The

data in Figure are not altogether comparable with the Figure shows that for the period from June 1981 to

data on windfall profit tax collections in Figure because of September 1985 approximately $1.2 billion in environmen

the difference between the year in which the tax
liability was tal taxes were reportedto IRS Two-thirds of the excise taxes

incurred and the year in which the returns were filed proc- were derived from the tax on petrochemicals while 18 and

essed and recorded on the IRS Business Master File and 15 percent respectively were derived from the tax on inor

also because tax in Figure is after adjustments while tax in ganic chemicals and petroleum Only 1.3 percent was de
Figure is before adjustments rived from the tax on hazardous waSte The tax rates for

each chemical were formulated so that the tax
liability would

Environmental Excise Tax reflect the respective percentages in which the substances

were found in the hazardous waste sites Again the

The Comprehensive Environmental Response Compen- data in Figure are not altogether comparable with the

sation and Liability Act of 1980 CERCLA called for the data in Figure Excise tax collections as reported on Form
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720 are entered onto the IRS Business Master File BMF compendium or providing special statistical service for

each quarter as the returns are received regardless of tx excise taxes unpublished tables or special tabulations are

period Because the interval between the close of the tax available on cost-reimbursable basis

period and the recording of the return onto the BMF often

varies the BMF totals may represent more than one taxable NOTES AND REFERENCES

period

These regularly conducted studies are listed and

Figure P.Environmental Excise Taxes by Category Tax briefly described in Jamerson Bettye New SOl Sta

Years 1981 985
tistical Services 198586 Statistics of Income

lMiltionsodotlarsl

______ _____ _____ _____ _____ Bulletin Spring 1986 Volume Number pp 18
Tax year Total ctals Petroleum

Hazardous

Skelly Daniel and Hobbs James Statistics of

All years $1181.8 $780.6 $208.3 $176.2 $15.6 Income Studies of International Income and Taxes
1981 198.8 131.4 36.2 31.2 Statistics of Income Bulletin FaIl 1986 Volume
1982 232.3 153.3 41.3 376 Number pp 120
1983 258.8 173.3 448 38.7 1.8

1984 280.9 183.3 49.6 393 8.7

1985 210.0 139.3 36.4 29.4 5.0 Skelly Daniel Statistics of lncome19741978 Pri

Includes taxes no allocable to specific category For this reason and also because of vate Foundations U.S Department of Treasury Inter

roynding
detail will not add to totals

The Post-closure Liability Trust Fund Tax was levied on hazardous waste received nal Revenue Service Washngton DC 1981
qialified

hazardous waste disposal facility This tax did no go into effect until October 1983

1981 data are for quarters ending June through December 1981

1985 data are for quarters ending March through September 1985
NOTE Year-to-year comparability is affected by tax law changes See Petska Thomas An Examination of Private

Foundations for 1979 Statistics of Income Bulletin

Future Plans in the Excise Tax Area Fall 1982 Volume Number pp 9-29

There has been renewed interest in recent years in excise For an analysis of the 1982 study data see Riley Mar-

taxes as source of expanded revenue to help alleviate the garet Private Foundation Information Returns 1982
Nations budget deficit Current plans are to continue the Statistics of Income Bulletin Fall 1985 Volume

two existing excise tax studies and to mount one or two Number pp 127 For further discussion of the

major new efforts 1982 study results see Riley Margaret Survey of

Private Foundations Working Papers Independent

While the environmental excise taxes as imposed by Sector and The United Way Institute 1986 Certain

CERCLA on petroleum chemicals and hazardous wastes data published for 1982 have been revised and are

expired on September 30 1985 new Superfund Amend- available upon request from the Director Statistics of

ments and Reauthorization Act of 1986 reinstated some of Income Division TRS Internal Revenue Service 1111

these taxes Effective after 1986 taxes on crude oil received Constitution Avenue N.W Washington DC 20224
at U.S refinery and petroleum products were reimposed

at increased rates In addition the tax on taxable chemicals The Statistics of Income Division will carry out annual

sold by producers manufacturers or importers was reim- studies of private foundations provided sufficient re

posed at prior rates except that the tax on xylene was sources are available Resource limitations caused the

increased After 1988 new tax on certain imported tax- 1984 study to be cancelled

able substances manufactured or produced from taxable

chemicals will be imposed Finally for tax years beginning See Riley Margaret Private Foundation Profile for

after 1986 and before 1992 corporation is liable for an 1983 Statistics of Income Bulletin Winter 198687
environmental excise tax equal to 0.12 percent of the modi- Volume Number pp 1124
fied alternative minimum taxable income in excess of $2

million For more detail about charitable and split-interest

trusts see Petska Thomas Charitable Trusts An

Since the Tax Reform Act of 1986 did not affect the crude IRS Examination of Nonexempt Philanthropic Organi

oil windfall profit tax plans are to continue generating quar- zations 1983 Proceedings of the American Statistical

terly windfall profit tax statistics however the data will be Association Section on Survey Research Methods

published only once year in the Statistics of Income Bulle

tin The same will be true for statistical studies of environ- Hilgert Cecelia Nonprofit Charitable Organizations

mental excise taxes Plans are to continue producing 1983 Statistics of Income Bulletin Spring 1987 Vol

quarterly tabulations which will be summarized once year ume Number pp 3142
in the Statistics of income Bulletin

Heuchan Laura Nonprofit Charitable Organiza

While current plans do not call for publishing separate tions 1982 Statistics of Income Bulletin Winter 1985
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86 Volume Number PP 2140. Most returns filed in 1977 were for taxpayers who died

in 1976 when return had to be filed by the executor

Sullivan John and Coleman Michael Nonprofit Or- of an estate if the value of the gross estate at time of

ganizations 19751978 Statistics of Income Bulletin death exceeded $60000 Estimates for 1985 were for

Fall 1981 Volume Number Pp 638 decedents with gross estate of $300000 or greater

Most returns filed in 1985 were for decedents who

The Small Business Administration report concluded died the previous year when the filing requirement was

among other things that the traditional rationale for $325000 small number of returns filed in 1985

granting Federal tax-exempt status to nonprofit organi- were for decedents who died in 1983 when the filing

zations was no longer applicable to many so-called requirement was $275000 Thus small number of

commercial nonprofit groups established during the returns filed in 1985 for decedents with less than

past 20 years commercial nonprofit organization $300000 of gross estate are not included in estimates

was defined as one that receives little or no income for that year

from donations but rather derives all or nearly all of its

income from prices charged for the goods or services Marley Marcia and Wolff Edward Long-term

it produces See U.S Small Business Administration Trends in U.S Wealth Inequality Methodological Issues

Office of Advocacy Unfair Competition by Nonprofit and Results paper presented at the National Bureau

Organizations with Small Business An Issue for the of Economic Research Conference on Research on

1980s November 1983 pp 116 Income and Wealth March 1987

Broaddus Will Crying Foul Foundation News July See Bentz Mary Estate Tax Returns 1983 Statis

August 1984 The Council on Foundations pp 56 57 tics of Income Bulletin Fall 1984 Volume Number

and6l pp 1-12

See Statement of Donaldson Chapoton former In addition U.S estate tax return Form 706 NA
Deputy Assistant Secretary Tax Policy U.S Depart- must be filed by the personal representative of non
ment of the Treasury before the Subcommittee on resident aliens estate if the value of the decedents

Oversight of the Committee on Ways and Means U.S gross estate located in the United States exceeded

House of Representatives June 22 1987 $60000 at the date of death nonresident alien de
cedent is an individual whose domicile at the time of

Scheuren Fritz Statistics of lncome1963 death was not within the United States and who was

Farmers Cooperative Income Tax Returns U.S De- not U.S citizen Returns were filed on behalf of 169

partment of Treasury Internal Revenue Service Wash- nonresident aliens who died in 1982 whose estates

ington DC 1966 exceeded $60000 For more detail see Sutton Bill

and Hobbs James U.S Estate Tax Returns of Non-

See Clark Phillip Private Activity Tax-Exempt Bonds resident Aliens 1983 Statistics of Income Compen
1985 Statistics of Income Bulletin Spring 1987 Vol- diurn of Studies of International Income and Taxes

ume Number pp 3143 19791983 Washington DC 1985 pp 437442

See Clark Phillip Private Activity Tax-Exempt Bonds See Scheuren Fritz Statistics of Income 1962 Per-

1985 Statistics of Income Bulletin Spring 1987 Vol- sonal Wealth Estimated from Estate Tax Returns This

ume Number pp 3143 Private Activity Tax- report includes detailed explanations of personal

Exempt Bonds 1984 Statistics of Income Bulletin wealth terminology as well as of the statistical tech-

Winter 198586 Volume Number pp 5564 and nique the estate multiplier used to derive estimates

Private Activity Tax-Exempt Bonds 1983 Statistics of personal wealth of certain segments of the living

of Income Bulletin Summer 1984 Volume Number population based on estate tax return data Other sep

pp 97108 arate reports were also published on this topic See

Crossed Charles Statistics of Income 1969 Per-

Chiechi Carolyn Atkinson Robert Jr and Gal- sonal Wealth Estimated from Estate Tax Returns and

ston Marian Impact of the 1986 Tax Reform Act on Gilmour Keith Statistics of Income1972 Personal

Exempt Organizations Journal of Taxation June Wealth Estimated from Estate Tax Returns

1987 pp 344351

See Gilmour Keith and Schwartz Marvin Changes
Requests for these tabulations should be sent to the in the Composition and Concentration of Personal

Director Statistics of Income Division TRS Internal Wealth in the United States 1983 Proceedings of the

Revenue Service 1111 Constitution Avenue NW American Statistical Association Section on Survey

Washington DC 20224 Research Methods and Schwartz Marvin Trends in
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Personal Wealth 19761981 Statistics of Income Bul- Personal Wealth Distributions op cit 1987 where

letin Summer 1983 Volume Number pp 126 issues of comparability are covered

These two articles present an analysis of the 1976 and

preliminary 1981 personal wealth data For description of the plans for the creation and

future use of linked intergenerational estate tax return

McCubbin Janet and Scheuren Fritz Piecing To- archive see Bentz Mary The Intergenerational

gether Personal Wealth Distributions 1987 Proceed- Wealth Study Prospects for Data Analysis and Meth

ings of the American Statistical Association Section on odological Research Multi-National Tax Modelling

Survey Research Methods Also available in Statistics Symposium Proceedings Revenue Canada Taxation

of Income and Related Administrative Record Re- 1985

search 19861987 U.S Department of the Treasury

Internal Revenue Service 1987 Lampman Robert The Share of Top Wealthholders

in National Wealth 192256 Princeton University

Schwartz Marvin Preliminary Estimates of Personal Press 1962 and Mendershausen Horst The Pattern

Wealth 1982 Composition of Assets Statistics of In- of Estate Tax Wealth Volume III Study of Savings in

come Bulletin Winter 198485 Volume Number the United States ed Raymond Goldsmith Prince-

pp 118 For additional information see also Sch- ton University Press 1956

wartz Marvin Trends in Personal Wealth 1976

1981 Statistics of Income Bulletin Summer 1983 Medve Kathy Estate Tax Returns Revisited 1916

Volume Number pp 126 31 Statistics of Income Bulletin Spring 1987 Volume

Number pp 5158 and The Intergenerational

Schwartz Marvin Further Estimates of Personal Wealth Study Preliminary Findings and Future Plans

Wealth in the United States Using the Estate Multiplier 1987 Proceedings of the American Statistical Associa

Tech nique 1987 Proceedings of the American Statis- tion Section on Survey Research Methods Also avail

tical Association Section on Survey Research Meth- able in Statistics of Income and Related Administrative

ods Also available in Statistics of Income and Related Record Research 1986 1987 U.S Department of the

Administrative Research 1986198Z U.S Department Treasury Internal Revenue Service 1987

of the Treasury Internal Revenue Service 1987

Steuerle Eugene The Relationship Between Real-

More detailed results of the personal wealth estimates ized Income and Wealth Statistics of Income Bulletin

for 1982 based on estate tax returns classified by year Spring 1983 Volume Number pp 2934
of death and filed in 19821984 will be published in

the fall of 1989 in the Statistics of Income Compendium Greenwood Daphne Rates of Return Realized on

on Wealth and Wealth-Related Studies The one-vol- Financial Assets An Empirical Analysis unpublished

ume compendium will be composed chiefly of articles paper prepared for the Statistics of Income Division

published in the Statistics of Income Bulletin and in 1984

Proceedings of the American Statistical Association

Estep Gary Fiduciary Income Tax Returns 1982

McCubbin Janet Improving Wealth Estimates De- Statistics of Income Bulletin Spring 1985 Volume

rived From Estate Tax Data 1987 Proceedings of the Number pp 39-59

American Statistical Association Section on Survey

Research Methods Also avaiable in Statistics of In- Scheuren Frederick Historical Perspectives on IRS

come and Related Administrative Record Research Wealth Estimates With Prospectives for Improve

1986198 U.S Department of the Treasury Internal ments paper presented at the May 1975 National

Revenue Service 1987 Bureau of Economic Research Workshop on Estate

Multiplier Estimates May 1975

Data on wealth have recently become available from

the 1983 Survey of Consumer Finances This study CaIdwell Steven and Diamond Theodore Income

was jointly sponsored by the Board of Governors of the Differentials in Mortality Preliminary Results Based on

Federal Reserve System and six other Federal agen- IRS-SSA Linked Data Statistical Uses of Administra

cies including the Internal Revenue Service For fur- tive Records Recent Research and Present

ther information see Avery Robert Elliehausen Prospects U.S Department of Treasury Internal Reve

Gregory Canner Glenn and Gustafson nue Service July 1984 pp 539547

Thomas Survey of Consumer Finances 1983
Federal Reserve Bulletin September 1984 pp 679 Heeringa Steven and Curtin Richard House
692 and December 1984 pp 857868 See also Mc- hold Income and Wealth Sample Design and Estima

Cubbin Janet and Scheuren Fritz Piecing Together tion for the 1983 Survey of Consumer Finances 1987
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Proceedings of the American Statistical Association For more detail on the oil volume removal value ad-

Social Statistics Section Also available in Statistics of justments type of oil tax liability data sources and

Income and Related Administrative Record Research limitations see Chung Edward Crude Oil Windfall

1986198 U.S Department of the Treasury Internal Profit Tax 1985 Statistics of Income Bulletin Fall

Revenue Service 1987 1986 Volume Number pp 8889 Additional

quarterly statistics on the windfall profit tax were shown

See footnote 19 in each issue of the Statistics of Income Bulletin begin

ning with the Fall 1981 issue and ending with the Fall

For more detail on excise taxes reported see U.S De- 1986 issue Annual totals will continue to be published

partment of the Treasury Internal Revenue Service An- in the Statistics of Income Bulletin Data for 1986 will be

nual Report Commissioner and Chief Counsel Internal published in the Spring 1988 issue

Revenue Service for each fiscal .year 19811985

For more detail see Belal Rashida Environmental

Adjustments amounted to $6.0 billion since the Crude Taxes 19811985 Statistics of Income Bulletin

Oil Windfall Profit Tax Act was enacted on March Spring 1987 Volume Number pp 3142
1980 These adjustments were corrections to the wind

fall profit tax
liability

for over- and under-withholding in U.S Senate Report of the Committee of Finance on

previous quarters and corrections to the tax liability S.51 Report 9973 May 23 1985

because the net income limitation limits the windfall

profit to 90 percent of the net income per barrel of oil See footnote 19
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EXHIBIT 1.Programs for Selected Domestic Special Studies

irrnt nrI Pinncr1 tu idic

Project Sample size and scope of study Frequency and content

Part TAX-EXEMPT ORGANIZATIONS STUDIES

Private Foundations The sample for 1985 is approximately 1800 This study is to be conducted

returns selected from an estimated popula- annually and includes tabula

tion of 30000 The sample will increase in tions of various data from the

stages to about 5000 returns for 1989 Se- balance sheet and income

lected from an estimated population of about statement The last complete

36000 study was for 1983 The next

study for 1985 should be

completed by the end of 1988

Charitable and Split- The sample size for 1989 is expected to be This is periodic study to be

Interest Trusts approximately 6000 returns selected from done at least every years

population estimated at approximately The next study planned forTax

35000 for both types of trusts Year 1989 will include primar

ily balance sheet and income

statement information

Nonprofit Charitable The stratified sample for 1985 will be approxi- This study is to be conducted

Organizations and mately 5500 returns selected from an esti- annually beginning with Tax

Other Tax-Exempt mated population of approximately 100000 Year 1985 data It includes tab-

Organizations filing The sample will be increased to about 8000 ulations of balance sheets and

Form 990 for 1987 For 1988 the sample will be ex- and income statements for

panded to about 35000 returns and will rep- only those organizations clas

resent all section 501c organizations sified as tax-exempt under sec

estimated at about 280000 returns tion 501 c3 of the Internal

Revenue Code However for

Tax Year 1988 the study will be

expanded to include all 501c
organizations The next study

for 1985 should be completed

in the spring of 1989

Exempt Organizations The sample size will be approximately 5000 This is planned as an annual

Unrelated Business returns selected from population estimated study The first study for Tax

Income at 27000 Year 1987 will be published in

iiti ana will Include tabula

tions of exempt organizations

unrelated business income

and deductions Plans are to

link this file with the Form 990

file of organizations tax-exempt

under section 501c
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EXHIBIT 1.Programs for Selected Domestic Special Studies

Current and Planned Studies Continued

Project Sample size and scope of study Frequency and content

Part TAX-EXEMPT ORGANIZATIONS STUDIES Continued

Private Foundation The sample will include approximately 800 This is one-time study man-

Grant-Administrative private foundation returns for Tax Year 1985 dated by Congress in the Tax

Expenses selected from population of about 30000 Reform Act of 1984 to assess

returns the impact of current provi

sions of the Internal Revenue

Code Results will be provided

to the Office of Tax Analysis for

its report to Congress in 1990

Farmers Cooperatives The sample will include all of the approxi- This is periodic study

mately 6000 exempt and nonexempt planned for every years The

farmers cooperative returns next farmers cooperative

study is planned for 1992 The

last complete study was for Tax

Year 1977 results of the 1977

study will be published in the

SOI Exempt Organization

Compendium in the fall 1988

Tax-Exempt Private The sample will include all of the approxi- This is an annual study provid

Activity Bonds mately 7000 information returns for private ing information on industrial

activity bond issues filed for 1986 The popu- development bonds private

lation is expected to increase in 1987 when exempt entity bonds student

information on public-purpose bonds will be loan bonds and qualified

required for the first time mortgage bonds by industry

type of property financed size

of face amount and State

Starting in 1987 information on

public-purpose bonds will also

be available The next study of

private activity bonds for Tax

Year 1986 will be completed in

the spring 1988
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EXHIBIT 1.Programs for Selected Domestic Special Studies

Current and Planned Studies Continued

Project Sample size and scope of study Frequency and content

Part II ESTATE TAX AND WEALTH STUDIES

Estate Tax The 1989 estate study will include sample Basic data from estate tax re

of approximately 18000 estate returns se- turns are produced annually

lected over 3-year period The sample for by year in which returns are

1986 will be approximately 4500 returns se- filed This report includes tabu

lected from an estimated population of lations of gross estate and its

-62000 the sample for -1987 will be about composition deductions and

9500 returns selected from an estimated tax as well as information on

population of 35000 returns and for 1988 age sex and marital status of

sample of 3500 returns will be selected from decedents Other statistics will

an estimated population of about 35000 re- be available on year-of-death

turns basis approximately every

years The most recent estate

tax data available are for re

turns filed in 1985 Final data

for returns filed in 1986 will be

available in the summer 1988

Personal Wealth This study is by-product of the estate study This is periodic study done

Estimates The sample for the 1982 study includes es- every or years It includes

tate tax returns of decedents with year of estimates of personal wealth

death 1982 filed in 19821984 The sample based on estate tax return

is augmented with returns filed in 19821984 data using the estate multi-

for decedents with gross estates of $5 million plier technique and both the

or more and decedents under 45 years of filing year and year-of-death

age regardless of year of death estate data bases The most

recent data available are

based on returns filed in 1983

Final personal wealth esti

mates based on individuals

who died in 1982 will be availa

ble in the spring 1988
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EXHIBIT 1.Programs for Selected Domestic Special Studies

Current and Planned Studies Continued

Project Sample size and scope of study Frequency and content

Part II ESTATE TAX AND WEALTH STUDIES Continued

Intergenerational The sample includes all estate tax returns This is one-time study focus-

Wealth Transfers filed between 1916 and 1945 For the post- ing on the changes in the con-

1945 studies the sample will be based on an centration of wealth and on the

artificial filing threshold intergenerational transfer of

wealth as well as on the his

tory of the estate tax Asset

composition demographic in

formation and an analysis of

the beneficiaries of the estates

will be emphasized Selected

information about wealth con

centration from the first phase

of this study 191631 was

published in the Spring 1987

issue of the Statistics of Income

Bulletin Results of the next

phase 193245 are planned

for publication in 1989

Estate Collation The sample includes estate returns with year This periodic study provides

of death 1982 filed in 1982 or 1983 with gross means of examining the rela

estate of $1 million or more tionship between personal in

come and wealth Information

from the estate tax return is as

sociated with income tax re

turn data Realized rates of

return are produced based on

correlating information from

the estate return with data from

income tax returns The most

recent study was for 1982 de

cedents The next study is

planned for 1989 decedents

Fiduciary Income Tax The sample for the 1989 study of fiduciary This study is periodic covering

income tax returns will be approximately data on estate and trust in

1000 returns come deductions and taxes

The last complete study was

for Tax Year 1982 The next

study is planned for 1989 to

coincide with the 1989 estate

study
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EXHIBIT 1.Programs for Selected Domestic Special Studies

Current and Planned Studies Continued

Project Sample size and scope of study Frequency and content

Part Ill EXCISE TAX STUDIES

Gift Tax The sample for the 1989 study of
gift taxes This study is periodic study

will be approximately 3000 returns covering data on the types of

gifts deductions and taxes

The last complete study was

for 1965 The next study is

planned for 1989 to coincide

with the 1989 estate study

Windfall Profit Tax The sample for Filing Year 1985 was approx- Detailed information is pub

mately 75 returns per quarter consisting of lished annually on numbers of

all returns with tax liability
of $1 million or barrels of oil removal value

more and 10-percent sample of all other adjusted base value and the

returns tax by type and oil tier for

first purchasers of oil The last

complete study was for oil re

moved in 1985 The next com
plete study for oil removed in

1986 will be available in the

spring 1988

Environmental Excise The sample for Filing Year 1985 included all This study is published annu

Tax environmental tax forms filed or approxi- ally and summarizes environ

mately 400 each quarter mental excise tax data from the

quarter ended June 1981 the

first quarter the tax was in ef

fect to the present It includes

data on environmental taxes

by source and by type of su
stance The most recent study

was for 1985 Another study is

planned for taxes beginning

with 1987 as authorized by the

Superfund Amendments and

Reauthorization Act of 1986

The next complete study for

Filing Year 1987 returns will be

available in the winter 1988
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DATA COLLECTION PLANS FOR THE NONPROFIT SECTOR
WHAT DO WE NEED TO KNOW

Introduction The Need for Better Data

An increased deaand for data on the nonprofit sector has coe
fro2 various sources in recent years Nonprofit sector leaders
faced with declining governaent support and tax law changes which
reduce the tax advantages to giving require data that will allow
thee to aore effectively target donors while pursuing other
sources of revenue such as sales In addition Congress is

confronting increasingly controversial policy issues regarding
the nonprofit sector such as the proper tax treataent of

nonprofit couercial activities and limits on lobbying by

nonprofit organizations Third the Internal Revenue Service is

eiuining ways to facilitate adainistration of tax laws with
respect to nonprofits Finally acadeaic researcherseconoaists
lawyers political scientists sociologists andothershave
shown an increased interest in the behavior of the nonprofit
sector All of these groups have been frustrated with the lack of

reliable and coaprehensive data base for nonprofit
organizations

The need for iaproved data on the part of policy analysts is

perhaps aost clear in the case of the unrelated business incose
tax CUBIT House Ways and Means Coraittee hearings in June and

July 1987 focused on potential tax law changes to liait the

extent of coapetition froa nonprofits in activities traditionally
carried out by forprofit fires However it is difficult to
evaluate such changes without basic descriptive inforeation such

as the extent and types of coaaercial activities engaged in by
various categories of except organizations or the nuaber of

nonprofits with forprofit subsidiaries

Both Congress and the Treasury Departeent have been
frustrated by the lack of inforeation available In testiaony
before the Ways and Means Coeaittee Assistant Treasury Secretary
for Tax Policy Donaldson Chapoton stated that the lack of

detaild taforeation about the except sector prevents us roe

fully .w.luating changes that aay appear appropriate roe

purely thor.tical or conceptual standpoint 1/ Ways and Mean

Oversight Subcoeaitte Chairean Pickle echoed this sentiaent
saying that it is clear we need better inforeation regarding
coapliance and enforcecent of the UBIT 2/

The need for iaproved data has been eade apparent in other

policy contexts as well For instance during Senate Finance
Coaittee hearings on the tax treataent of foundations questions
on the assets incoee and expenses of foundations were forced to

go largely unanswered Recent restrictions on lobbying by

nonprofit organizations also eakes it iaperative that reliable
data base on nonprof it expenditures.be cads available
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Investigation by the House Ways and Neans Subcommittee on

Oversight concluded that the IRS isnt set up to identify
lobbying or political activities violations very systematically
nor to act on allegations of misconduct in timely
manner While the Form 990 is quite lengthy it is not very
helpful to tie IRS as an audit tool nor very helpful to the

public as document disclosing actual taxexempt lobbying or

political activities 3/

At an even more basic level our lack of understanding of the

behavior of nonprofit organizations in general greatly limits our

ability to make policy prescriptions Such understanding is

dependent on the availability of extensive reliable data Simply
assuming that nonprof its will respond to policy changes in the

same manner as would forprofit firms is probably not
satisfactory

Finally the difficulty involved in the administration of tax

laws can also be illustrated by the UBIT Only slightly more than

26000 exempt organizations filed Form 990T returns for

unrelated business income in 1985 and the total tax revenue
raised from the UBIT came to less than $40 million This
compares to gross receipts of exempt organizations of over $250
billion in .1985 it seems likely that significant amount of

unrelated income goes unreported by exempt organizations Last

year the IRS randomly audited 3000 Form 990T returns and
found that onethird had deficiencies of between 30 and 50

percent 4/ These audits were based solely on information

supplied on the Form 990 there is no independent audit program
for the Form 990T Improved data collection would allow the

exempt organization examination personnel to develop more
systematic approach to selecting exempt organization returns for

audit

The remainder of this paper describes the data collection

plans of the Statistics of Income 501 Division of the Internal
Revenue Service We begin in Section by decribing the

statistical studies undertaken by SOt in recent years In Section
we discuss potential expansion of and improvements in data

collection and analysis Finally we propose changes in the

tax forms filed by nonprofit organizations in Section

The Curent Data Collection Program

The IRS has two methods of data collection in the tax-exempt
area First some data are gathered from the population of all

exempt organization returns These data are processed for

adsinistrative purposes to master file of records While most

information from the income statement is captured only few

items from the balance sheet are gathered The information on

this master file is subject to only limited testing so that its

quality is questionable

Second the Statistics of Income Division of IRS has
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conducted number of studies of exempt organizations in recent

years all based on samples of returns All income statement
balance sheet and other financial data as well as most of the

nonfinancial information on the exempt returns are collected for

SO studies These data are subject to detailed testing and error
correction procedures to ensure that the data are of high
quality These data are h3refore appropriate for analytical
purposes

SO conducted studies of private foundations in 1974 1979
1982 and 1983 Nonprofit charitable organizationsthoseexempt
under 501c3 other than private foundationswere studied in

both 1982 and 1983 study of all organizations exempt under
Section 501c was conducted in 1975 In 1984 planned studies of

nonprofit charitable organizations were cancelled due to

budgetary constraints These studies have been restarted for 1985
and it is hoped that they will be continued on an annual basis
study of taxexempt farmers cooperatives was conducted in
conjunction with the Department of Agriculture in 1977 Finally
nonexempt charitable trusts and splitinterest trusts were
analyzed in 1979

Selected Results from Past Studies

The 1983 Nonprofit Charitable Organizations Study was based
on random sample of 1983 unaudited information returns Form
990 stratified by asset level 5/ Returns reporting $10 million
or more in assets were selected at rate of 100% while smaller

organizations were sampled at declining rates Resource
constraints necessitated small sample of approximately 5000
returns Despite this relatively small size th study provided
much information of interest to nonprofit sector leaders
policymakers and academicians alike

One general result of the 1983 study is the heavy reliance
that nonprofit charitable organizations have on program service
revenue as opposed to contributions from either private donors
or governnent In 1983 program service revenue accounted for an

estimat.d $147.5 billion or twothirds of total nonprofit sector
revenue Som of this represents revenues from activities in

which nonprofit compete with forprofit firms and such

competition has been of increased concern to policymakers as
well as to leaders of the small business community

The importance of various revenue sources varies by size of

organization Charitable organizations with less than $100000 of

assets relied on contributions for 65 percent of their total
revenues while contributions accounted for only 12 percent of

the revenues of organizations with more than $50 million of

assets For hospitalS which represented almost half of total

assets in the sample contributions make up only percent of

revenues On average contributions accounted for 21 percent of

total revenues of 501c3 organizations Of those
cOntributions 47 percent came from government grants up from 46
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percent in the 1982 study Thus even in the light of cutbacks in

federal support for social welfare programs the government
continues to be major source of revenue for charitable groups

The 1983 Private Foundations Study indicates that revenue for

these organizations increased by 78 percent over 1982 due

largely to dramatic increase in the sale of capital assets In

total an estimated 29863 foundations spent $5.2 billion for

charitable purposes in 1983 with 85 percent of this being grants
to other taxexempt organizations Approximately 80 percent of
all nonoperating foundations made qualifying contributons equal to

or in excessof the minimum required by law

Given this type of information one can begin to piece
together picture of the nonprofit sector However the
statistical studies despite their high quality have had
number of shortcomings First as noted samples have been quite
small This is problem in particular for analyzing subgroups
such as particular nonprofit industries In addition samples
have been stratified by the assets of the organization Thus
they tend to provide more reliable information for large than
small organizations Stratifying by assets has also had the
effect of oversampling hospitals and universities Previous

samples have also typically been narrow in their focus SOl
studies have primarily focused on 501c3 organizations There
has not been study of all 501c nonprofits since 1975 This
has not been due to lack of interest in the other types of

exempt organizations rather SOI has been constrained by the

limited financial resources available to the exempt statistical
program Finally studies have not been carried out on regular
basis Thus it has not been possible to develop reliable time

series data base for many variables of interest In addition it

has not been possible to follow organizations over time in order
to construct panel of data

The proposed improvements in data collection and nonprofit
tax form design aim to address these shortcomings We turn first
to the proposals for improved data collection

An Improved Data Collection Program

An improvement in the data collection program for exempt
organizations could proceed either by expanding the scope of

information captured from all returns for the master file or

by enhaucing the statistical program The former approach
however would be prohibitive in cost This approach would also
suffer from the problem that master file data are not as reliable
as one would like study of the master file data with SOl data
as the quality standard indicated that approximately 50 percent
of the records contained at least one error This would greatly
limit the usefulness for either tax administration or policy
analysis of an expanded master file

An expansion and reorientation of the exempt organization
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statistical program would be preferable It would be far more
useful to have complete aid reliable data set for

significant scientifically designed sample of exempt
organizations than set of questionable data on more limited
number of items for the population of all such organizations

The Statistics of Income Division and the Office of Tax
Analysis have proposed the following improvements in the data
collection program

Studies of private foundations and nonprofit charitable
organizations would be conducted on an annual basis

Conducting these studies on an annual basis would allow the

development of panel of data which would be of great use in

learning about the behavior of exempt organizations Annual
studies would allow SOI to estimate changes over time in

certain key variables not currently available from the master
file This would enable us to learn how the role of
foundations and other nonprofit organizations has been
changing whether the importance of various revenue
sourcessuch as couercial activitieshas been changing in

systematic ways etc

Sample sizes for both the private foundation and nonprofit
charitable organization studies would be increased The

private foundation sample would increase from 1700 returns
for Tax Year 1985 to 5000 for Tax Year 1989 and beyond The

sample of nonprofit charitable organizations will grow from
5000 returns to 35000 by Tax Year 1988 See Attachment for

details Larger samples would be of particular use
for examining subsectors of the nonprofit sector and for

generating reliable data on small organizations

Sample selection criteria would be changed Stratifying the

sample by assets leads to an overrepresentation of hospitals
and universities we have proposed to stratify the sample
based on receipts and subsection code as well as assets

Beginning with Tax Year 1988 the exempt organization study
would be expanded to include all 501c organizations
rathsr than just 501c3 charities This would allow us to

get far more complete picture of the nonprofit sector Many
of th most pressing policy issues involve other than c3
organizations For instance many nonprof its that apparently
receive significant amounts of commercial and potentially
unrelated income such as trade associations are not c3
organizations

The study of exempt organization unrelated business income
Form 990T which is being conducted for the first time for

1987 would be conducted annually This will remain an area
of interest for some time to come Annual studies of the Form
990T returns would allow matching of these returns with the
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organizations Form 990 returns Basic questions could then

be answered such as what sorts of nonprofit firms are most

likely to engage in unrelated business activities

Studies of farmers cooperatives charitable and

splitinterest trusts and exempt organization excise taxes
would be conducted at least once every three years

proposed timetable for the completion of these proposed
studies is included as part of the Attachnent

Improvements in Nonprofit Tax Forms

For the data collection imprÆvements just describØdto be of

maximum benefit it must be ensured that the data that are of

greatest interest are available from the tax forms filed by

exempt organizations At the same time we must be careful not to

make reporting requirements onerous for nonprofit organizations
particularly smaller ones The following changes in those forms

have been recommended

Activity codes would be added to Forms 990 and 990PF
These activities should be selfcoded by the exempt
organization and should be based on the system of

classification developed by the Independent Sector In addition to
the activity codes written description of the principal
activity should be required and the organization should be

asked to indicate whether its activities have changed from
the previous year

This addition will provide more complete description of

what an organization does allowing greater disaggregation of

the nonprofit sector The disaggregation would improve our

ability to target samples in areas of particular interest
In addition it would enable us to better understand the

forces that lead nonprofit to change its primary activity

Unrelated business activity codes from the Form 990T
would be abstracted from the master file system This would
enabl us to match organizations Form 990 activity codes
with their unrelated business codes thus identifying
con combinations of activities We could for instance
d.terain whether there are large numbers of universities in

publishing hospitals with drug stores etc It is likely
that there are small number of exempt/unrelated activity
combinations which dominate the picture The matched data
would also aid in understanding the behavior of nonprof its

engaged in unrelated activities

new schedule would be added to the Form 990 for summary
information from forprofit subsidiaries and other nonprofits
to be provided Much of the income earned by nonprof its from

unrelated activities is earned by forprofit subsidiaries
and there are important and difficult issues of cost
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allocation between exempt and forprofit activities
Additional information regarding affiliation with other
nonprof its would be of use in understanding lobbying and

political activities

new schedule could be added for transactions between
exempts and their controlled organizations

Some reporting should be required of commercial activities
of nonprofits that are claimed to be related to their exempt
purpose Much of the recent concern over unfair competition
involves activities the income from which never appears on
Form 990T Taking broader view by monitoring all
commercial activities of nonprofitswhether currently
considered unrelated or notwould allow more effective
auditing of nonprofits particularly those not filing Form
990T At present only the commercial activites of exempt
organizations that file Form 990T are audited

It is important to separate sales to individuals of

nonprogram related goods or services from both sales of

programrelated goods and services to individuals and sales
to government via purchasesofservice contracts Sales of

nonprogram goods and services should be included in broad
measure of commercial though not necessarily legally
unrelated activities Part line lOa of the current
Form 990 Gross sales minus returns and allowances attempts
to pick up legally related commercial activities while

program revenues from government or individuals is meant to

be recorded on line The distinction between commercial and

programrelated sales should be made clear in the

instructions for the 990 In addition it would be desirable
to have separate lines for program service revenue from
individuals and program service revenue from government
Government purchases of service are more like contributions
or grants in that third party here the government
finances som service provided to client

The possibilty of separate schedules added to Schedule of

Form 990 for universities and hospitals should be considered
Th. types of nonprofits have been the focus of much of the

controversy regarding unrelated business income The

advantag of having separate schedules is that the

organizations could be asked about specific commercial
activities For instance on the university tax return the

organization could be asked whether it operated travel

service bookstore etc
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Footnotes

1/ House Ways and Means Subcoaaittee on Oversight hearing June
22 1987

2/ Letter from oversight Subcoittee Chairaan Pickle to Ways and

Means Coaittee Chairman Rostenkowski July 17 1987 cited in

Daily Tax Report July 23 1987 G3
3/ House ways and Means Subcoittee on Oversight hearing March
12 1987

4/ According to Howard Schoenfeld of IRS -at the IRS

Coaissioners Advisory Group on Exempt Organizations meeting
September 16 1987

5/For details see Cecilia Hulgert Nonprofit Charitable
Organizations 1983 Statistics of Income Bulletin 1983 p.36
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Section Nonprofit Charitable

Organizations

This section presents the articles written on non- Form 990

profit charitable organizations by the Statistics of In

come Division SOl of the IRS It includes four articles 1986 Form 990 and its corresponding instruc

and corresponding tables published in the SO Bul- tions can be found in the Forms and Instructions

letin along with summary of the upcoming 1986 section Beginning in 1913 the United States Con-

article three articles presented to and published by gress passed tax provisions exempting certa or-

the American Statistical Association ASA and final- ganizations from taxation on income Regarding filing

ly one article written for the Independent Sector Re- requirements for these organizations in 1975 the year

search Forum of the initial 501 study of Form 990 filers IRS required

all organizations earning over $5000 in gross receipts

The articles contained in this section primarily rep- to file Form 990 In 1977 this minimum filing require-

resent analyses of data from the 1975-1986 period ment increased to $10000 in gross receipts and in

The data originates from the Form 990 Return of 1982 to $25000 The analyses in the articles describe

Organization Exempt from Income Tax The SO Bu- the effects of these changes on the number of filers

letiri articles represent studies for the years 1975 In addition Form 990 filers exempt under subsection

1982 1983 and 1985 The Independent Sector 501 c3 must complete Schedule in order to pro-

article Survey of Nonprofit Charitable Organiza- vide supplementary information on their operations

tions represents an analysis of 1982 data One of and activities

the ASA articles Nonprofit Organizations in America

An Examination of Information Return Filings with Over the last fifteen years the Form 990 has ex

IRS contains data from 1946 The other two Focus panded in terms of the amount and detail of informa

on Nonprofit Organizations and Nonprofit Charitable tion required Although most of the changes to the

Organizations Decade of Change provide Form 990 represent additions IRS did eliminate two

analyses of data from 1982 and the period 1975-1985 requirements on the form First in 1975 organiza

respectively tions indicated three activity codes that characterized

primary areas of charitable focus However in follow

SOI has developed comprehensive exempt or- ing years IRS eliminated this requirement Instead it

ganization plan for the future Schiff and Grimes required that the organizations describe but not

describe this plan along with other data collection code their activities and revenue Second by 1982

issues in their article entitled Data Collection Plans the Form 990 no longer required that the organiza

for the Nonprofit Sector What Do We Need to Know tions separate the different types of investments on

This article addresses some of the following issues the balance sheet In previous years organizations

the future integration of the Independent Sectors new separated Investments-securities into the following

National Taxonomy of Exempt Entities into the statis- four categories United States government obliga

tical sample of Form 990 organizations the expansion tions state and local government obligations

of the Form 990 project to include not only those nongovernmental bonds and corporate stock

organizations exempt under subsection 501 c3
primarily charitable religious educational and In the late 1970s the IRS expanded the income

health organizations but also those exempt under statement to provide optional columns for separating

subsections 501 c4 through 501 c9 and even- restricted/nonexpendable amounts from un
tually all other subsection codes and finally the restricted/expendable amounts In addition or

matching of organizations filing the Form 990-T for ganizations were required to more explicitly allocate

unrelated business income tax with their correspond- expenses into the following categories fundrais

ing Form 990 or in smaller number of cases Form ing program service activities and management

990-PF

37
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and general expenses In addition the IRS required tions were added to the form Through these sections

organizations to indicate on the balance sheet the the IRS intends to gather information on unrelated

type of accounting method used business income and the manner in which exempt

function income producing activity relates to the ac

By 1982 two additional changes had been added to comptishment of the organizations exempt purpose

the Form 990 First nonexempt charitable trusts char- and the nature of any monetary transactions with

acterized under Internal Revenue Code subsection noncharitabte exempt organizations Information on

4947a1 had the option of filing Form 990 Second these topics will be available in future issues of the

the form included an expanded balance sheet that like SO Bulletin As the form is amended and new sec

the income statement provided optional columns for tions added SOl will continue to collect and analyze

separating restricted/nonexpendable amounts from un- new data filed by these organizations

restricted/expendable amounts
The 1975 article also includes some reference to

From 1982-1987 the Form 990 remained basically and analysis of IRS Master File data for the years

unchanged However in 1988 two additional sec- 1976-1978



NONPROFIT ORGANIZATIONS IN AMERICA AN

EXAMINATION OF INFORMATION RETURN FILINGS

WITH IRS

John Sullivan and Keith Gilmour

Internal Revenue Service

Prepared for the Annual Meetings of the Merican Statistical Association 1981

This paper discusses nonprofit organizations iæcude reduced postal rates for publications
that have received taxexempt status from the nd mail solicitations State retail sales tax
Internal Revenue Service Tabular sumarie are exemption and State property tax exemption
provided from information and related returns Also the federal government provides certain
filed for 1975 1977 and 1978 11 Some nonprofit organizations with surplus food pro-
summary data for 1946 12 are also included to ducts particularly for overseas philanthrophy
provide longrange perspective on the growth and even in some cases gifts of government
of these organizations in terms of numbers and- surplus property
receipts The most comprehensive data in this

paper are shown for Tax Year 1975 Unless Prior to 1950 Federal Courts had held that the

otherwise specified the tabulations and the source of an exempt organizations income was
text discussion refer only to those exempt -inconsequential to the determination of its

organizations filing Forms 990 and do not exempt status it was the ultimate use of the
include private foundations and farmers income that was important However
cooperativØs.which file Forms 99OPF and 990-C investigations and Congressional hearings
respectively revealed that certain organizations were

involved in profit making schemes essentially
There are six main sections to the paper using their tax-exempt status as means to
Section contains discussion of the -engage in income producing activities not

background or tax law Section deals with related to their exempt purpose As result
historical trends of exempt organizations Congress enacted as part of the Revenue Act of

between 1946 1975 Section shows financial 1950 tax on the unrelated business income of

concentration data Section is the conclusion certain types of tax-exempt organizations The

and future studies Section- shows acknow- Tax Reform Act of 1969 extended these provisions
ledgements notes and references and Section to include all exempt organizations except for
contains basic tables certain corporations organized under an Act of

Congress
BACKGROUND ON TAX LAW

The taxexempt status of an organization does
Congress has historically accorded special not assure that individuals or businesses making
privileges to organizations that engage in

contributions to that organization may deduct
charitable educational religous and certain

the contributions from their income for tax
other notforprofit activities The exemp-

purposes Carrying out charitable purposes does
tion from income tax as well as the deduction

not assure that an organization has tax-exempt
from income allowed to contributing individuals

status These are two common misconceptions
and businesses have been the major fiscal

regarding nonprofit organizations 14
-incentives Congress has provided to encourage
such activities Generally individuals or businesses may deduct

from their income contributions to the following
Provisions of the 1913 Federal tax law as well types of taxexempt organizations State
as succeeding Federal tax laws enacted by U.S possession Community Chest private

-Congress exempted from taxation income of foundation war veterans organization

certain organizations which in the absence of church or other religious organization
such exemption would have been required to pay nonprofit hospital most educational organiza

-tax upon items otherwise constituting taxable tions nonprofit volunteer fire company
income The first year that taxpayers could civil defense organization domestic fraternal

make contributions to these tax-exempt society if the contributions are to he used for

organizations and deduct those contributions charitable purposes and nonprofit cemetery

from their income was 1917 Since income tax company

rates were being raised to help pay World War

defense expenditures Congress felt that SIE HISTORICAL TRENDS

voluntary contributions to charitable

organizations might decline unless tax Until the 1970s the only detailed IRS

Incentive was provided statistical studies of the exempt organizations

sector including farmers cooperatives were

Many State governments enacted legislation those made- in -the 1940s separate

similar to the federal legislation granting Statistics Division publication on farmers

tax-exempt status to the same types of cooperatives subset of tax-exempt

organizations Some of the other benefits organizations was released for 1963
enjoyed by certain tax-exempt organizations first time report on private foundations for
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1974-78 has recently been released by the in 1946 these charitab1e organizations

Statistics Division Data from this latter received the largest percentage of Contribu

report are one of the sources used in the next tions gifts and grants since- they were in

.paper at this session p8 general the only types of organizations that

businesses and individuals could contribute to

This section of the paper will discuss histori- and deduct the contributions from their Income

cal data for exempt organizations between 1946
19Th Exempt private foundations Included in table

see footnote are shown as part of 50lc3
organizations Until 1969 private foundations

were never separately defined in the Internal

Total Receipts Revenue Code although there was general -notion

of what these organizations were Private

Table shows that for 1946 total of 934
foundations fIled 26889 returns and reported

returns were filed by tax-exempt organizations total receipts of $3.3 billion for 1974
and that they reported total receipts of

Foundation data were not tabulated separately
billion Farmers cooperatives are excluded from

for 1946
the 1946-1975 comparison since no data for 1975

are available FINANCIAL CONCENTRATION DATA

For 1975 tax-exempt organizations excluding Tables and show selected income statement

farmers cooperatives filed 247086 returns and and balance sheet Items by size of assets

reported total receipts of $118 billion receipts

Exempt Organizations Excluding
Based on table on the average 1975 1977

Private Foundations and Farmers Cooperatives
and 1978 approximately 40 percent of the

returns were filed by organizations with asset

The top five types of organizations in terms of holdings under $25000 while organizations with

returns filed for 1975 were charitable reli-
assets of $1000000 or more filed 10 percent of

gious educational and scientific organizations
the returns but held 92 percent of total

hereafter referred to as charitable-44 per-
assets These latter organizations also had the

cent labor agricultural and horticultural
highest concentration of total receipts 86

organizations hereafter referred to as
percent the greatest amount of contributions

labor-ll percent civic leagues social
received 70 percent and expended the largest

welfare and local associations of employees
amount of all direct fees for soliciting

hereafter referred to as civic leagues-ll
contributions 48 percent

percent social and recreational clubs here
after referred to as social7 percent

Based on table on the average 1975 1977

business leagues chanters of comerce and real and 1978 approximately 65 percent of the

estate boards hereafter referred to as returns were filed by organizations with

leagues-i percent These five types of receipts under $100000 organizations with

organizations represented 81 percent of all receipts of $1000000 or more filed less than

returns filed and accounted for 84 percent of percent of all returns but had 88 percent of

total receipts It is interesting to note that all receipts These latter organizations also

all of the preceding organizations except
had the greatest amount of contributions

leagues were in the top five types of received 77 percent held the largest amount

organizations for returns filed in 1946 of all assets 86 percent and expended the

largest amount of all direct fees for soliciting

Charitable organizations received 58 percent
contributions

of total receipts for all organizations in 1975

and ucivic leagues received 17 percent None
Sales and other receipts exclusive of dues

of the other prominent types of tax-exempt
assessments contributions gifts and grants

organizations received more than percent of
comprised the largest component of total

total receipts For 1946 Charitable receipts for all years This item represented

organizations received 30 percent of total
65 percent of total receipts in 1975 72 percent

receipts mutual savings banks-li percent
in 1977 and 75 percent in 1978 Contributions

labor-l2 percent Civic leagues9 percent
gifts and grants represented 18 percent of

leagues7 percent soclal7 percent
total receipts in 1975 14 percent In 1977 and

Corporations organized under an Act of
13 percent in 1978 Dues and assessments

Congress-i percent and state chartered credit represented 17 percent of total receipts id

unions-6 percent None of the remaining
1975 14 percent In 1977 and 12 percent in 1978

tax-exempt organizations received more than

percent of total receipts Organizations with receipts of $10 million or

more accounted for over 60 percent of total

receipts for all years These organizations had

Dues and assessments were largest for civic
60 percent of all receipts in 1975 68 percent

leagues in 1975-- about 44 percent of dues and
in 1977 and 72 percent in 1978 The same

assessments for all organizations Contrlbu-
organizations had the largest amount of total

tions gifts and grants were largest for chari-
assets for all years In 1975 they held 55

table organizations-84 percent of the total
percent of all assets 64 percent in 1977 and

received by all organizations As was the case 69 percent in 1978
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CONCLUSION AND FUTURE STUDIES Data for 1975 were obtained from

unpublished Statistics Division tabulations

The decades since the end of World War II have
on Tax-Exempt Organizations Excluding

witnessed tremendous growth in tax-exempt Private Foundations and Farmers Coopera
organizations In the period 1946-1975 exempt tives Data for 1977 and 1978 were

organization filings have almost tripled while obtained from Exempt Organization Master

receipts have grown from $4 billion to $118 File Tabulations
billion Judging from past growth the

nonprofit sector will continue to represent Data for 1946 were obtained from U.S

significant part of the economy Department of the Treasury Internal

Revenue Service Statistics of Income--

For Tax Years 1982 1985 the Statistics 1946 Supplement Part Returns of

Division plans to publish selected Income Organizatons Exempt from Ihtome Tax Under

statement and balance sheet data from the Exempt Section 101 Internal Revenue Code

Organization Master File for private foundations

and other tax-exempt organizations separately TrinIdad Sagrada Orden de Predicadores

These data will be supplemented by detailed data 263 U.S 578 T.D 3548 111-1 C.B 270

edited from small sample of private 1924
foundations and other tax-exempt organizations
with large asset holdings new Statistics U.S Department of the Treasury Internal

Division publication The SOT Bulletin will be Revenue Service How To Apply For And

the primary source for these data Retain Exempt Status For Your Organization
IRS PublIcation 557 U.S Government

Data Limitations Printing Office 1979

Data for 1977 and 1978 were obtained from U.S Department of the Treasury Internal

extracts of the Exempt Organization Master File Revenue Service Charitable Contributions

EOMF and in general represented exempt
IRS Publication 526 U.S Government

organization returns that were processed in 1978 Printing Office 1979

and 1979 respectively The EOMF is compute
rized tape file containing limited information U.S Department of the Treasury Internal

for all exempt organization returns that are Revenue Service Statistics of Income--

processed to this file for administrative 1963 Supplemental Report Farmers

purposes Unlike the data for 1975 which were Cooperative Income Tax Retirns Publication

given special statistical treatment the data 386 U.S Government Printing Office
for 1977 and 1978 were subjected only to 1966 See also Statistics of Income--l953
essential validity checks conducted during the Farmers Cooperative Income Tax Returns

revenue processing of the returns Publication 386 U.S Government Printing

Office 1957

U.S Department of the Treasury Internal
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Nonprofit Organizations 1975-1978

By John Sullivan and Michael Coleman

Congress has historically accorded special privileges The figures for 1977 and 1978 represent all returns

to organizations that engage in charitable educa filed except those for private foundations and far

tional religious and certain other notforprofit mers cooperatives For 1975 there were total of

activities The exemption from income tax as well as 220197 returns filed the additional 41145 returns

the deduction from income allowed to contributing tax above the number shown were those with total re

payers have been the major fiscal incentives Congress ceipts between $5000 and $10000 Beginning with

has-provided to encourage such activities -1977 only organizations with $10000 or more in total

Provisions of the 1913 Federal tax law as well as receipts were required to file Therefore the 41145

succeeding Federal tax laws enacted by Congress ex returns were excluded for comparability with the other

empted from taxation income of certain organizations years These returns however accounted for only

which in the absence of such exemption would have $300 million of the total $114.9 billion in receipts

otherwise constituted taxable income The first year reported for 1975

that taxpayers could make contributions to these

taxexempt organizations and deduct them from their TYPE OF ORGANIZATION

income was 1917
The taxexempt status of an organization does not The type of taxexempt organization is determined by

assure that individuals or corporations making contri the section of the Internal Revenue Code under which

butions to that organization may deduct those contri an organization qualifies for tax-exempt status

butions from their income for tax purposes Carry description general nature of activities and ex
mo out charitable purposes does not assure that an amples for ritst types are shown in Figure Private

organization has taxexempt status These are two foundations and farmers cooperatives are listed in

comen misconceptions regarding nonprofit organiza Figure for the sake of completeness even though

ticns they are not included in the data
Although an organization has been recognized as tax Organizations receiving tax-exempt status under Code

exempt it may nevertheless have to report its finan section 5O1c3charitable religious educational

cIa activities to the IRS annually Some organiza and scientific entitiesprobably best exemplify the

tion however do not have to file return every
entire taxexempt group and for good reason For

year because they are also exempt from that require 1975 these organizations dominated al.1 financial

ment either by the nature of their activities such as aspects

churches or State-operated organizations or because

they do not meet the minimum filing requirements For Type Total Total Net

these and other reasons the rumber of returns filed of Receipts Assets Worth

in any one year is not equivalent to the number of Organization Billions Billions Billions

exempt organizations
Over the last three decades there has been sub Total $114.9 $176.3 $100.6

stantial increase in taxexempt organizations as evi 50lC3 .. 65.5 108.5 72.2

denced by the change in the rLimber of returns filed- All other .. 49.4 67.8 28.4

from 99467 for 1946 to 237617 for 1977 Factors

contributing to this increase include the publics The 82048 returns filed by 5Olc3 organizations

social awareness in the 1960s and 1970s which en represented 37.3 percent of all returns and were the

couraged the creation of organizations providing for single largest segment Labor organizations and

social needs and sharp rise in employee welfare civic leagues each with about 28000 returns were

activity the mext closest More significantly charitable

Taxexempt organizations can be divided into three organizations accounted for 57 percent of total re

major categories private foundations farmers ceipts over 61 percent of total assets and over 71

cooperatives and all other types Organiza percent of net worth

tions in this last category account for the majority
The financial growth of 5Olc3 organizations has

of returns filed and are the focus of this article been substantial in the period 19751978 as evidenced

Between 1975 and 1978 the number of returns filed by by the gains in receipts assets and net worth

these other tax-exempt organizations with total Since charitable educational and religious organiza

receipts of $10000 or more increased by 20 percent tions include schools and hospitals the growth in to
tal receipts may in part be attributed to increases

in tuition and hospital costs

Total Total Net

Income Returns Total Receipts Income Receipts Assets Worth

Year Filed Billions Year Billions Billions Billions

1975 179052 $114.6 1975 $65.5 $108.5 $72.2

1977 191526 176.5 1977 95.4 139.0 89.4

1978 215701 238.4 1978 127.0 174.1 115.2

Wealth and TaxExempt Statistics Section Prepared under the direction of

John DiPaolo Chief Statistics of Income Branch II 45
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Internal Revenue Code SectIons 501 and 521 1978

Figure 1.Descriptions and the General Nature of Activities of TaxExempt Organizations

Organization Reference Chart

Section of
Description of organization General nature of activities Example of organization

501 Corporations organized under Instrumentalities of the United Federal Deposit Insurance Corp

Act of Congress including States

Federal Credit Unions

501 Title holding corporation Holding title to property of Naugatuck Masonic Building Corp
for exempt organization an exempt organization

501c3 Religious educational charita Activities of nature implied by American Heart Association Inc

blescientificliterary Test description of class of organi Ford Foundation

ing for public safety fostering zation

certain national or international

amateur sports competition or

prevention of cruelty to chil
dren or animals organizations
Includes private foundations

501c4 Civic leagues social welfare Promotion of coimnunity welfare Lions Clubs

organizations and local charitable educational or

associations of employees recreational

501 Labor agricultural and Educational or instructive the AFLCIO

horticultural organizations purpose being to improve condi

tions of work and to improve

products and efficiency

501 Business leagues chambers Improvement of business condi Chamber of Commerce

of commerce real estate tions of one or more lines of National Football League

boards etc business

501c7 Social and recreation clubs Pleasure recreation social Ocean Ski Club Inc

activities

501c Fraternal beneficiary socie Lodge providing for payment of Knights of Columbus

ties and associations life sickness accident or

other benefits to members

501 Voluntary employees benefi Providing for payment of life Warren Firefighters Fund Assoc

ciary associations includ sickness accident or other

ing federal employees benefits to members

voluntary beneficiary asso
ciations formerly covered by

section 501c 10
501 c10 Domestic fraternal societies Lodge devoting its net earnings Knights Templar of the US 33

and associations to charitable fraternal and Natick Conmandery

other specified purposes No

life sickness or accident

benefits to members

501 11 Teachers retirement fund Teachers association for pay
associations ment of retirement benefits

501 12 Benevolent life insurance Activities of nature similar Salem Rural Water Corp

associations mutual ditch to those implied by the descrip

or irrigation companies tions of class of organization

mutual or cooperative tele beneficial to members

phone companies etc

501 13 Cemetery Companies Burials and incidental activi Williamson Cemetery Assoc

ties for members

501 14 State chartered credit Loans to members Exemption fort Williamson County Catholic Credit

unions mutual reserve funds building and loan associations Union

and cooperative banks repealed
byl

Revenue Act of 1951 affecting

all years after 1951
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internal Revenue Code Sections 501 and 521 1978

Figure 1.Descrptona and the General Nature of Actv1tes of TaxExempt 0rganzatonsContnued

Organization Reference Chart

Section of
Description of organization General nature of activities Example of organization

501c 15 Mutual insurance companies Providing insurance to members SandClay Mutual Burial Assoc

or associations substantially at cost limited

to organizations with gross

income of $150000 or less

SOlc16 Cooperative organizations to Financing crop operations in

finance crop operations conjunction with activities of

marketing or purchasing asso
ciation

501 17 Supplemental unemployment Payment of supplemental un Dayton Malleable Iron Company
benefit trust employment compensation Ohio Malleable Div

benefits

S01c18 Employee funded pension trust Payment of benefits under pen
sion plan funded by employees

created before June 25 1959

501c19 Post or organization of war Activities implied by nature of American Legion Posts

veterans organization

501c 20 Trusts for prepaid group Forms part of qualified group

legal services legal service plan or plans

Applicable to taxable years

beginning after December 31
1976

501 21 Black Lung Trusts Satisfies claims for compensa
tion under Black Lung Acts

Generally applicable to taxa
ble years beginning after

December 31 1977

501d Religious and apostolic Regular business activities
associations communal religious community

501e Cooperative hospital service Enumerated cooperative services

organizations for hospitals

501f Cooperative service organiza Collective investment services

tions of operating educational for educational organizations

organizations

521a Farmers cooperative associa Cooperative marketing and pur Land Lakes Inc

tions chasing for agricultural pro
ducers

Generally contributions under this Code subsection are tax deductible Other organizations not asterisked could

establish trusts under Code subsection 501c which may receive tax deductible contributions
NOTE Examples are not shown for organizations taxexempt under Code subsections 501c11 16 18 20

21 501d 501e and 501f because there is very little activity
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Section 501c3 organizations are the primary type

of organization to which taxdeductible contributions

can be made While contributions to these organiza

tions increased by 47 percent over the three years

19751978 total receipts almost doubled and fund

raising expenses iiadrupled
Health

Total Contributions Fund Raising Schools Services

Incne Receipts Received Expenses and 18.8%

Year Billions Billions Billions VV.S.VVV.V_
Colleges

26.9%

1975 $65.5 $17.1 $1.4

1977 95.4 18.9 3.6
All

1978 127.0 25.2 6.6
Other

ACTIVI1Y CLASSIFICATION
41.9%

Taxexempt organizations are also classified accord VV_

ing to their exempt activities These activities were

provided by the exempt organizations on the return VV_

forms and were indicated as their principal exempt

function discussion of activity classification ap- Schools and colleges reported the largest amount for

pears in Data Sources and Limitations at the end of
net worth with $31 billion followed by health ser

this article Major activities are aggregates of vices with $21 billion employee benefit organiza
exempt organizations whose principal activities are tions $8 billion and mutual organizations with $6

similar The following is based on major exempt billion

activities

BASIC TABLE ItfORMATION

Table shows selected income statement items total

1975 assets and net worth by type of organization for
Total Receipts 1975 These data are shown separately for nineteen

EmVOVV different types of exempt organizations Table

Biifit
rga iza ons

also for 1975 shows selected income statement items

OsaiizÆtions
total assets and net worth by principal activity
These data are classified by over 200 principal acti
vities Table presents data for the same items

shown in Table by major activity and size of total

y- Schools Health receipts Tables and provide summary information

and Services
on selected income statement and balance sheet items

Colleges 35.9%
for 19751978 for organizations with receipts of

16.6% $10000 or mare classified by size of receipts and

assets respectively

All Information on the sample and the population used for

Other the statistics definitions of exempt organizations

VV 33.0% exempt activity classifications sampling and nonsam

pling error and law changes may be found immediately
VV following Table

VV

Health services which accounted for the majority of

total receipts $41 billion include nonprofit hospi

tals $21 billion and health insurance organizations

$10 billion Schools and colleges reported receipts

of $19 billion
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Organizations Exempt From income Tax 1975 1977-1 978

Table 4.Returns of TaxExempt Organizations With Total Receipts of More Than $10000 Selected Income Statement

and Balance Sheet Items by Size of Total Receipts 1975 19771978

amounts are in thousands of dollars

Size of total receipts

Item and year Total
Under

$25000 $100000 $500000 $1000000 $10000000
under under under under

$25000
$100000 $500000 $1000000 $10000000

or more

Number of returns1

1975 179052 55.800 64404 39448 8188 9544 1668
1977 191526 55974 67834 43485 9512 12275 2446
1978 215701 59502 76340 50445 11208 15020 3186

Total receipts

1975 114585998 907436 3364290 8719741 5767112 26897027 68930392
1977 176462097 921800 3546966 9628831 6713444 34903658 12074398
1978 238388877 993022 4008262 11229002 7884752 43407049 170866790

Selected receipts

Contributions gifts and

grants
1975 20518184 166548 764965 2478555 1597.919 5936680 9573517
1977 23972436 167360 799122 2768980 1951433 7663015 10622526
1978 31332171 181941 926383 3343969 2389378 9881283 14609216

Dues and assessments
1975 19305390 342122 1098402 2258507 1299237 3321493 10985630
1977 24698914 347168 1145224 2451463 1473833 4292178 14989048
1978 29045873 364094 1248663 2772895 1702480 5420424 17537318

Sales and other receipts
1975 74762370 398751 1500900 3982668 2869953 17638853 48371244
1977 127790747 407272 1602620 4408388 3288178 22948465 95135824
1978 178010833 446987 1833216 5112138 3792.894 28105342 138720256

Selected deductions

Cost of goods sold

1975 8546098 61349 270398 627437 449669 2891007 4246239
1977 12001553 73162 314143 697849 464803 3377620 7073976
1978 15457565 84197 347329 793923 526241 4037047 9668828

Direct fees paid for contri

butions gifts and grants
1975 56355 2403 5910 10834 6862 20721 9625
1977 70165 941 8632 16287 9924 25162 9219
1978 87745 133 9160 21014 20164 24375 12899

Total assets

1975 175533077 1739287 6124513 15851669 9700560 44773780 97343268
1977 250616142 1917095 6160344 16377261 10642506 54946130 160572806
1978 346375726 2040093 6710032 18536834 12874215 68177908 238036644

Total liabilities excluding
net worth

1975 75549032 362319 1992652 6552451 3$3881S 17580429 45227838
1977 100318288 487736 1798218 8091182 4298999 21864672 63777481
1978 127063904 460307 3053880 7978045 5821772 28007299 81742600

1Data for 1977 and 1978 are based on the population of returns processed to the Exempt Organization Master File

during 19781979 Data for 1975 are estimates based on stratified sample of Form 990 returns processed in 1976
NOTE Detail may not add to total because of rounding
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Organizations Exempt From income Tax 1975 1977-1978

Table 5.Returns of TaxExempt Organizations With Total Receipts of More Than $10000 Selected Income Statement

and Balance Sheet Items by Size of Total Assets 1975 19771978

amounts are in thousands of dollars

Size of total assets

Item and year Total
Under

$25000 $100000 $500000 $1000000
$10 000 000

under under under under

$100000 $500000 $1000000 $10000000
or more

Number of returns1

1975 179052 75226 40772 37995 9100 13404 2555
1977 191526 76849 44636 41523 9689 15309 3520
1978 215701 84531 50244 47441 11286 17585 4614

Total receipts
1975 114585998 3228374 3761945 8128388 4843896 25448126 69175269
1977 176462097 3498257 4315182 9693570 5815706 31589952 121549429
1978 238388877 4140196 5110930 11771564 7285633 37400119 172680431

Selected receipts

Contributions gifts and

grants
1975 20518184 1029975 1254410 2487372 1366713 5368976 9010737
1977 23972436 1137582 1435564 .3123055 1680662 6420849 10174722
1978 31332171 1428127 1792570 4021265 2200359 8005.951 13883900

Dues and assessments

1975 19305390 989627 1108704 2206360 1192476 3538467 10269755
1977 24698914 1036517 1228310 2532381 1404006 4272832 14224869
1978 29045873 1139438 1364290 2907913 1682033 5082255 16869941

Sales and other receipts
1975 74762370 1208754 1398816 3434641 2284705 16540677 49894774
1977 127790747 1324158 1651308 4038134 2731038 20896271 97149838
1978 178010833 1572631 1954070 4842386 3403241 24311912 141926593

Selected deductions

Cost of goods sold

1975 8546098 190902 282308 616259 418254 2476503 4561872

1977 12001553 236044 330307 689638 427491 2949397 7368674
1978 15457565 289684 371815 814159 599809 3200700 10181400

Direct fees paid for contri

butions gifts and grants
1975 56355 7549 7405 6900 2491 21750 10260

1977 70165 7910 7137 16740 5032 21246 12103

1978 87745 13257 9746 18883 8473 21431 15952

Total assets
1975 175533077 628834 2210622 8623336 6415010 39959493 117695783

1977 250616142 673599 2426433 9430383 6844812 46542376 184698536

1978 346375726 743225 276520 10800912 7946918 53195885 270962266

Total liabilities excluding

net worth
1975 75549032 158337 495272 2239554 1955615 16449459 54250795

1977 100318288 174059 560667 2593002 2159348 18824883 76006327

1978 127063904 1205891 649394 3015219 2545859 21997423 97650115

1Data for 1977 and 1978 are based on the population of returns processed to the Exempt Organization Master File

during 19781979 Data for 1975 are estimates based on stratified sample of Form 990 returns processed in 1976

NOTE Detail may not add to total because of rounding
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DATA JURCES At1J LIMITATIONS Data for 1975

Most of the data in this article are for Income Year The sample for 1975 was stratified based on the size

1975 and are estimates based on stratified random of total receipts of the exempt organization The

sample of unaudited Form 990 Return of Organization overall sample size was 51479 returns with sampling

Exempt from Income Tax returns processed in 1976 rates ranging from in 100 for the smallest receipt

Income Year 1975 covers in general accounting class to in for the largest receipt class Dupli

periods ended july 1975 through June 1976 Income cate prioryear and amended returns as well as

Years 1977 and 1978 are similarly defined returns not meeting the minimum filing requirement
The data for 1977 and 1978 were based on the popula were included in the estimated population but were

tion of returns processed to the Exempt Organization excluded from the tabulations As result the

Master File E0F during 1978 and 1979 Unlike the population shown below exceeds the total number of

1975 data which were subjected to extensive statis organizations shown in Tables 13 The returns were

tical editing and checks for consistency the 1977 and selected at the rates indicated in the following table
1978 data were subjected only to checks essential for

the administrative processing of the returns Addi Sample Sample

tional data for these three years can be found in an Size of Total Receipts Population Rate Size

IRS paper Nonprofit Organizations in America

Exempt organization data for 1946 were obtained from All Returns 325777 -- 51479

supplemental Statistics of Income report for that

year Private fwndation data for 19741978 are Under $5000 95136 0.01 988

available from similar publication and statis- $5000 under $10000 44716 0.01 522

tics on farmers marketing and purchasing cooperatives $10000 under $25000... 57893 0.04 2304
will be available in 1982 $25000 under $100000.. 66943 0.16 10471

$100000 under $500000. 40251 0.41 16356
Principal Activity and Type of Organization Classi $500000 and over 20838 1.00 20838
fications

Because the estimates are based on sample they are

The principal activity listed by the tax-exempt subject to sampling error The return data are also

organization on its return was the basis for the subject to nonsampling error due to taxpayer reporting

activity classification for 1975 Each organization differences and to discrepancies introduced during

was supposed to list on its retuin up to three main statistical processing

activities in order of their importance For this

reason the first activity listed served as the basis Coefficient of Variation.The upper limits of the

for the classification by principal activity To the coefficient of variation Cv shown below for 1975

extent that the primary activity was not listed first for frequency estimates only are intended as

the data were affected Also since the organization general indication of the reliability of the data

could have been engaged in more than one taxexempt
activity the activity classification may not be an

accurate reflection of the actual number of organiza
tions engaged in given activity Number of Exempt Coefficient of

The 1975 classification by type of organization was Organizations Variation

based on the Internal Revenue Code subsection under
which taxexempt status was recognized as reported on .340

the return form The activity classification was 30

usually consistent with the type of organization 2120 20

However if an organizations principal activity 8470 10

changed subsequent to the filing of its application 33860

for exempt status or if the principal activity were 211650

not the first one listed on the return as described

above the tiein between data by type of organi Nonsampling Error -Various techniques were used for

zation and data by type of activity was adversely
1975 to control and improve the quality of the data

affected during statistical processing at the various field

Returns of organizations such as churches and locations Among them was systematic verification

corporations organized under an act of Congress are of the manually edited data for twothirds of the

specifically shown in the Table statistics by type sample returns As further check on the quality of

of organization These organizations were not the editing small subsample of 0.5 percent of all

required to file Form 990 at all to the extent they documents was processed in the National Office This

did they are included in all tables although the subsample showed that 99.5 percent of the codes and

statistics based on them are necessarily incomplete money amounts on the documents had been entered

Excluded from the statistics for the years indicated correctly Key entry of the data at the processing

were the following types of organizations for which center was subjected to 100 percent verification

return data were either not available or not readily Prior to tabulation rumerous computer tests were

available from the EOMF trusts for prepaid group applied to each return record to check for inconsis

legal services 1977 and 1978 and Black Lung Trusts tencies Lastly prior to publication all statistics

filing Form 990BL 1978 Also excluded for all and tables were reviewed for accuracy and reasonable

three years were certain homeowners associations and ness in light of provisions of the tax laws reporting

political organizations which were in the nature of variations and limitations and economic conditions

taxexempt organizations These organizations filed

special returns in the corporation series Data for Definitions and Law Changes

them were therefore included in the IRS Business

Master File rather than the EOMF and were therefore Definitions of the data items presented in the

not available for the statistics tables are in general the same as those presented in
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Statistics of Income197478 Private Foundations

and an IRS paper Private Foundations Federal Tax Law

and Philanthropic Activity An IRS Perspective

Except for the change increasing the level required

for fling return there re it major law changes

affecting the yeartoyear canparability of the data

for the period shown
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Nonprofit Charitable Organizations 1982

By Laura Heuchan

In 1982 nonprofit charitable organizations Figure A.--Nonprofit Charitable Organizations
reported total revenues of $196.3 billion 21 1975 and 1982

percent of which was obtained from contribu-

tions gifts and grants Total expenditures amounts are in billions of dollars
were $181.3 billion with direct spending for

charitable services accounting for 84 percent Item 1975 1982

of that total They collected fees for serv
ices program service revenue covering 82 Number of returns 82048 75738
percent of program expenses These fees were

supplemented by other sources of income such Total assets $108.5 $279.6

as contributions and investment earnings
Total revenue 65.5 196.3

uNonprofit charitable organizations refer to Contributions gifts
all organizations exempt under Internal Revenue and grants 17.1 41.3

Code IRC 501c3 excluding private founda- Dues and assessments 1.5 2.5
tions In 1982 of 264890 organIzations recog- Program service revenue n.a 124.4

nized by the Internal Revenue Service as non
profit charities there were only an estimated Total expenses 62.6 181.3

75738 required filers The population of non- Program service expenses 36.8 151.7

profit charitable organizations required to Fundralsing expenses 1.4 1.7

file annual Information returns Form 990 has Management and general
decreased since 1975 Nonetheless the expenses n.a 27.4

value of total asset holdings has increased by

$171.1 billion since 1975 for current dollar n.a Not available
increase of 158 percent similar growth in For more detail see Table

revenues and expenses is evident as shown in Source For 1975 data are from Statistics of

Figure Income Bulletin Fall 1981 10

There are numerous explanations for the simul

taneous drop in the population of filers and the bracket and were predominantly educational
marked growth in the aggregate statistics The institutions and health service providers as

primary reasons for the drop in filers are the shown in Figures and Any significant
changes in filing requirements between 1975 and

growth or shrinkage affecting the very large or-
1982 In 1975 an organization was granted an

ganizations would have had pronounced effect
exemption from filing if its gross receipts on aggregate statistics Reduced Federal spend
were less than $5000 this level was raised to Inc for nondefense aoods may have been factor
$10000 in 1976 and to $25000 in 1982 char- in this growth since this may have resulted in

-acteristic of the sector has always been the unmet demand for services such as health care
concentration of financial resources among and education The cutback in spending for
small number of organizations For example health and education may have stimulated growth
percent of all nonprofit charitable organiza- in the nonprofit sector especially in the
tions controlled 81 percent of total assets In

larger hospitals and schools to fill this
1982 An uneven distribution of resources gap Additionally the percentage of persons
across organizations was further evidenced by below the poverty level rose from 12.3 percent
the concentration of 75 percent of revenues in

in 1975 to 15.0 percent in 1982 and the

percent of the institutions In addition possible increase in need from this portion of

percent of the organizations were responsible the population for charitable goods and serv
for 74 percent of total expenditures With Ices may have influenced the level of chari

respect to assets revenue and expenses the table activity provided by exempt organizations

controlling organizations were in the top

Forejgn Special Projects Section Prepared under the direction of

Michael Alexander Chief 79
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fT-- ----__---.-- .-- P1umeus benefits acce to organizations
FigureB that obtain 501c3 status Miong the induce-

TopTen5O1c3OrganIzaUon.Rank.d ments for seeking this classification are the

by Total Rvenus 1982 exemption from Federal income tax on income

Money amounts are In miIIlons3 ea med whi Pu rsu ng an exempt pu rpose the

exemption fm most state and local income and

Name Total
real estate taxes the exemption from the

federal unemployment tax the selective exemp
tion from excise taxes and significantly me

Co11ege duced postage rates The flow of private funds

3351 to these organizations is promoted by the stat
fj1 ute allowing contributions to be deducted in

Harvard College _____ i342 cal cul ati ng the taxable income of the donor

Hospitals i123 For instance the 1982 law allowed up to 50 per-
University of Chiago 745_ cent of an indi vidual adjusted gross Income
Amerian Natioal RCwss 722 as charitable deduction Federal corporate
Sistersof Mercy HealttiCorporàtlo 718 gift fiduciary and estate tax laws also allow

LIassachusetts Institute of Technology 692 charitable contribution deductions
Stanfod University 664

_______-
Along with other tax-exempt organizations

charitable organizations are subject to the

unrelated business income tax on net profits
from regularly carried on business operations

Figure that are not substantially related to their

Top Ten 801cN3 OrgaflIzatJCns Ranked exempt charitable purposes
by Tothi Assets 1982

amounts are in mlllionsj Defi ni ti on and Growth of the Nonprofit Chari

Total

table Sector

Name
Assets The supply of and demand for philanthropic

goods and services are usually discussed inTeachers Insurance and Annuity

$13519 terms of incentives or motives that influence

______ _____ giving as well as the purpose of the giving

rHaardcjllege 3326 It is generally accepted that at least one

YaleLThiveräity ______________ component in philanthropic giving is altruism

727 and that the purpose of philanthropy is thePçrit Tiiiiii4i5 provision of some collective or public good
flShriners Hospital for Crippled Children 1273 In this context altruism exists when

______ _____ i3127_ there is not an expectation of an immediate
1Unuversityof Chicago i.o68j quid pro quo one thing in return for anotherDuke University

to the individual giver The providers of

philanthropic goods and services function in

all three sectors of the economy the business

sector the government sector and the non-
PROVISIONS OF IRC 50lc3 profit sector

Organizations tax exempt under IRC 50lc3 The Internal Revenue Code IRC divides non
pursue diverse activities that further their profit organizations into 23 groups of which

exempt purpose They exist in many sectors of number may receive tax-deductible charitable
the economy IRC 501c13 status is typi donations The organizations exempt from income
cally granted based on an entity being organ- tax under IRC 5O1c3 receive the largest part
ized for purposes that are religious chari- of tax-deductible donations and they are the
table scientific educational testing for main suppliers of philanthropic goods and serv
public safety etc Charitable means that the ices The data described here reflect only
services provided by the organization are pro 5O1c3 charitable organizations excluding
bono publico for the public benefit The private foundations For 1975 when all non
granting of exempt status is based solely on an profit organizations re measured 5Olc3
organizations charitable purpose Acti vities organizations excluding pri vate foundations
engaged in are restricted only in that they represented 37 percent of the total In
must be substantially related to the exempt general private foundations act as conduits
purpose and they must serve public interests as for philanthropic funds whereas nonprofit
opposed to private There is also stipula charitable organizations actually provide
tion that net earnings may not flow to pri- charitable goods and services
vate shareholder or individual and there are

restrictions on activities to influence legis Charitable organizations must file on Form
lation 990 if they have gross receipts more than
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$25000 religious organizations are not re Historical Trends and Perception of Charitable

quired to file They are diverse in scale of Activity Up to 1982

financial activity as well as in scope of pur
pose They include hospitals universities Government policy toward philanthropy repre
research institutes art museums and other sents public sentiment as expressed through the

charitable organizations While the estimates legislative process Growth of the sector has

presented here do not include most religious been stimulated by favorable legislation
organizations or those organizations not re
quired to file they do cover the largest part Traditionally from the earliest days of this

of charitable activity with respect to asset country religious and educational institutions

holdings and revenues have been exempt from property taxation When

Federal income tax laws were adopted in 1894
Growth of nonprofit charitable organizations subsequently declared unconstitutional in

both absolutely and relatively is shown in 1895 organizations pursuing charitable re
Figure ligious or educational purposes were granted

exempt status The Sixteenth Amendment to the

Total revenue and expenditures grew faster Constitution allowed the first constitutional

than total assets which means nonprofit chari- income tax law in 1913 and contained the rudi

ties have expanded their charitable activity ments of IRC 501c3
rather than added to capital assets Revenue

and expenditures all grew faster than GNP see The provision for an income tax deduction for

Figure Charitable activity rose much charitable contributions by individuals was

faster than per capita income initiated in 1917 and estate tax deductions

for bequests to charitable organizations were

The growth of the nonprofit charitable sector authorized in 1919 Charitable deductions for

as indicated by the percentage increases shown corporations were allowed beginning in 1935

in Figure could reflect the increasing shift Aside from provisions regarding charitable

of the overall economy from manufacturing to organizations engaged in business activities
service industry base Service industries the thrust of legislation has generally been to

such as education health services and social encourage the development of exempt organiza
services are relatively labor intensive and are tions
the dominant activities within the charitable

sector see Figures and With the service Charitable organizations receive direct and

industry assuming larger role in the U.S indirect subsidies from government Direct

economy relative to manufacturing and agricul- government grants received in 1982 were $19.2

ture it is reasonable that charitable activity billion or 46 percent of total contributions
would experience growth This illustrates the tradition of partnership

Figure D.-Nonprofit Charitable Organizations 1975 and 1982 Alternative Measures of Sector Change

amounts are in billions of dollars
________

Pe rcentage

Type of measure 1975 1982 Change

Total revenues in 1972 constant dollars $52.1 94.9 82.1%
Total assets in 1972 constant dollars ..-. 86.2 135.1 56.7
Total expenditures in 1972 constant dollars 49.8 87.6 75.9
Total revenues divided by GNP 4.2% 6.3% 50.0
Total expenditures divided by GNP 4.0% 5.9% 47.5
Total revenues per capita divided by per capita income 5.9% 9.0% 52.5
Total expenditures per capita divided by per capita income 5.6% 8.3% 48.2
Total revenues divided by revenues of business entities 1.8% 2.5% 38.9
Total assets divided by assets of business entities 2.0% 3.0% 50.0
Total expenditures divided by expenditures of business entities 2.0% 2.0% 0.0

NOTE Revenue assets and expenditures were converted into 1972 dollars using the GNP price

deflator Per capita income is equal to GNP divided by U.S population Business entities include

corporations nonfarm partnerships and nonfarm sole proprietorships

Source Business entity data are from U.S Treasury Department Internal Revenue Service Statistics

of Income Division published and unpublished tables GNP price deflator is from U.S Council of

Economic Advisers Economic Report of the President February 1984 224 U.S population data are

from U.S Bureau of the Census Current Population Reports Series P25 and unpublished data
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between government and nonprofit organizations Figure --Charitable Contributions as Reported
in supplying public goods and services on Tax Returns 1982

Indirect subsidies come in the form of exemp
tion from various taxes and in the tax expen amounts are in millions of dollars
diture for the deduction of contributions from _______________________________________ _________

income taxed to the donor Tax expendi- Source of

tures exist that benefit individuals and cor contribution Amount

porate entities as well as nonprofit organi
zations e.g deductibility of home mortgage Total $48051
interest expense Tax expenditures are ex
pressed in terms of outlay equivalent i.e Individual 36761
the amount required to produce the equivalent Corporate 2906
of the benefits derived from the tax expendi Estate bequests 2545
ture and in terms of the revenue loss to the Fiduciary 1416
government Figure shows tax expendi Private foundations 1/ 4423
tures for the deductibility of charitable con- Gift n.a
tributions in 1982 Figure with details of

contributions as reported on tax returns for n.a Not available

1982 presents the source of the tax expendi- 1/The inclusion of this figure in total con
tures trTbutions involves double counting since in

dividual corporate estate and fiduciary

giving include gifts to private foundations
Source U.S Department of the Treasury In

Figure --Tax Expenditures for Deduction of
ternal Revenue Service Statistics of Income

Charitable Contributions 1982
Division published and unpublished tables

amounts are in millions of dollars

noncash contribution for deduction purposes
Outlay Revenue

nor is the value reported as revenue on the
Type of deduction equivalent loss

returns filed by charitable organizations

Nonetheless volunteer services constitute an
Deductibility of chari-

important part of total donations
table contributions

education $830 $835
Description of Nonprofit Charitable Organi

Deductibility of chari
zation Activity

table contributions

health 1240 1245 To explain the existence of the nonprofit
Deductibility of chari-

charitable sector it is necessary to deter
table contributions

mine what inducements exist for the formation
other than education

and continued operation of the organizationsand health 7550 7595 that form the sector The private sector is

comprised of firms seeking to maximize their
1/Includes contributions to organizations ex

profits They accomplish this by attempting to
emt under IRC 501c as well as to religious

satisfy consumer desires through the mechanism
and other exempt organizations of the market Alternately the level of

Source Executive Office of the President Government provision of public goods is pri
Office of Management and Budget Special Analv

manly determined by majority vote of the
ses Budget of the United States Government electorate The Government due to lack of
1984 G27 and G32

information about specific consumer prefer
ences must use nonbenefit-based system of

taxation for the provision of public goods
Contributions received from the public as nonbenefit-based taxation system is necessary

reported on nonprofit charitable organization because it is not possible to equate taxes paid

returns reflected only 46 percent of total by an individual to the benefits received by
contributions shown in Figure The remain that individual from public goods and services

der of these contributions would have been re- One explanation for the existence of the

ceived by organizations not required to file nonprofit charitable sector is that demand for

Forms 990 Religious organizations the pre public goods is not completely revealed by

dominant type of 50lc3 organization are majority vote of the electorate and therefore

not required to file returns Therefore the not supplied by the Government Private

largest part of the remaining 54 percent of nonprofit organizations may form to meet this

contributions not reported on Form 990 would unsatisfied demand Also there may be an

have been donated to these organizations overlapping provision of public goods by

Government and by nonprofits with the private
It should be noted that the IRC does not rec- sector offering private good substitutes for

ognize the value of volunteer services as public goods
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The share of output by nonprofit charitable

organizations may be primarily determined by Figure
11dersupply of pUblic goods resulting from

the allocation by majority vote using non- Components of Revenue by A...t
benefit-based taxation system the responsive- Size 1982
ness of Government institutions to changes in Percent

iantities of public goods as mandated by ioo

2% 2% .flo 10

majority vote the suitability of private good _____
substitutes for public goods and the price of

7/0
8%

______ 18%4j
14%

11%

philanthropy to the donor and to the Govern

ment In terms of tax expenditure 84

__Pi
There is no standard theory of behavior for 70

nonprofit charitable firms analogous to the
II IA
______ 53d/oprofit maximization behavior of private firms 60

--
ThIs is partly due to the wide mix of

_____ 73%p 63%
organizations in the sector that have differ- 50

ent philanthropic objectives and the difficul

__g1pJ
ties in measuring both charitable output and 40 ______

returns on Investment in philanthropy In I68% 163/I
general it may be assumed that nonprofit 30

charitable entities are attempting to maximize

the furtheranceof their charitable puose 20

31%U _____
The nonprofit charitable sector as whole 10 ______

shows variation in terms of primary revenue 15/g 13%s

source as total assets increase As seen in _____

Figure the reliance of organizations on con- Under $100000 $1000000 $1000000i
tributions for revenue varies inversely with 1100.000 under under under ormor

total assets stronger reliance on program
110000.000 150000.000

service fees for major portion of revenue Other

emerges as assets increase Those with assets

under $100000 rely on contributions for 68
Duesandassessments

percent of revenue and on fees charged for

percent while those with assets $50000000 or

more depend on contributions for 13 percent of

revenue and on program service revenue for 68

percent

Figures and display the only information

available from exempt organization returns on
Education and health services are good ex

the type of organizations that are filing It
amples of industries that are represented in

is derived from the section of the return in the private business sector the Government

which an organization must supply reason for sector and the nonprofit charitable sector

not being classified in the less-favored cate-
While there certainly is overlap in general

gory of private foundation Most are
the for-profits target different market than

publicly supported organizations whereas the
the nonprofits and the Government providers

concentration of assets is in the schools and Earnings of nonprofits are used for provision

hnniti1
of medical services as opposed to for-orofits
which may distribute their earnings to individ

Both the composition of assets and the major
ual investors Nonprofit hospitals generally

source of revenue of hospitals and schools the offer wider range of services than for-profit

only activities readily identifiable from infor- hospitals and the services offered are more

mation on the Form 990 exempt organization re-
public in nature e.g home care programs

turn are dissimilar as evidenced in Figure
social work departments organ banks It

Hospitals have large capital investment in is possible that nonprofit hospitals serve more

land building and eqiipment followed by
of the uninsured and low-income segment of the

receivables and inventories as the top compo-
population

nents of assets Schools hold fewer assets in

land buildings and equipment than hospitals Differences in accounting standards for non-

and schools assets are heavily concentrated in profit and for-profit entities highlight the

investments Contributions gifts and grants difficulty in evaluating the nonprofit sector

account for 25 percent of the revenue received In exchange for the privilege of tax exemption

by schools but only percent of the revenue charitable organizations forfeit the privilege

received by hospitals of paying dividends on invested capital The
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Figure H.-Nonprofit Charitable Organizations Excluding Private Foundations Balance Sheet and

Income Statement Items by Type of Organization1982

figures are estimates based on samples-money amounts are in millions of dollars

Number of Total Total Total Total

Type of organization 1/ returns assets liabilities revenue expenses

Total 75733 $279632 $116771 $196300 $181294

Church 2/ 2022 2837 915 1517 1255

School 8335 73524 13685 35224 29843

Hospital 5021 93839 45797 91855 87278

Government unit 701 1182 443 1242 1201

Hospital research 546 1296 229 560 523

Organization supporting

public college 1057 3400 338 1860 1343

Publicly supported

organization 50738 56737 22812 45620 43042

Organization support
ing charitable

organizations 4893 42418 30764 15586 14267

Organi zation testing
for public safety 104 13 93 85

Not reported 2419 4295 1775 2743 2457

1/This classification was derived from Schedule Form 990 Part IV entitled Reason for

NonPrivate Foundation Status
2/Churches are not required to file Form 990 Most of the organizations in this category either

fiTed voluntarily or misreported their type of organization This estimate is therefore not
inclusive of the majority of religious organizations

distribution of earnings to individual in- This need leads to the use of fund accounting

vestors is the impetus behind the formation of where funds are restricted the directors have

business entities This nondistributional limited control over specific use due to donor

constraint placed on nonprofit organizations is instructions Nonexpendable capital funds

what defines nonprofit organization as that cannot be used for operating costs and

opposed to for-profit entity The balance expendable funds represent another classi

sheet of nonprofit charitable organization fication of resources In addition many

does not have an owners equity section hospitals and schools have endowment funds that

earnings will accrue instead to the fund provide income for the organization while the

balance/net worth section These organizations principal is not available for use The

must operate for the public benefit and their constraints imposed on the use of these funds

income and assets nust be held and used for hamper the exempt organizations financial

that purpose It may be that in sense management in quickly adapting to changing

nonprofit charitable organization is owned by economic conditions

the public
However the most important difference be

The accounting systems of many nonprofit tween the concept of exempt organization

organizations keep separate records of groups performance and that of forprofit entities

of resources and their subsequent use because centers on measurement of efficiency Effec
they have specified purposes and restrictions tiveness in pursuing an exempt purpose cannot
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Figure I--Nonprofit Charitable Organi zations Excluding Private Foundations Frequency Di stribution

of Organizations Among Asset C1asses by Type of Organization 1982

figures are estimates based on samples1
___________ ___________ ___________ ___________

Type of Under $100000 $500000 $1000000 $10000000 $50000000
organization 1/ $100000 under under under under or

$500000 $1000000 $10000000 $50000000 more

Church 2/ 960 480 102 436 35

School 3364 1922 717 1331 754 245

Hospital 480 961- 102 -- 1547 1408 521

Government unit 480 -- -- 204 12

Hospital research -- 480 -- 43 18

Organization sup
porting public

college 480 307 215 42 11

Publicly supported

organization 22593 15863 4097 7338 726 118

Organization sup
porting charitable

organizations 960 1922 512 1245 208 43

Organization testing

for publi.c safety -- -- -- -- --

Not reported 960 961 204 231 44 15

1/This classification was derived from Schedule Form 990 Part IV entitled Reason for

NonPrivate Foundation Status
2/Churches are not required to file Form 990 Most of the organizations in this cate

goy either filed voluntarily or misreported their type of organization This estimate is
therefore not inclusive of the majority of religious organizations

be expressed in net profit or return on invest- The largest number of these charitable or
ment figures Traditional financial ratios are ganizations were publicly supported organi
difficult to calculate and interpret zations which produced wide array of goods

and services However the concentration of
SUMMARY financial aggregates was in the schools and

hospitals
For 1982 total revenue for nonprofit chari

table organizations was $196.3 billion reflec- Charitable organizations and for-profit en
ting an 82 percent real growth since 1975 tities operate with different goals and under
Total assets and total expenses experienced different legal constraints The furtherance

similar growth during this period Health of the public good is assumed to be the reason

service and education providers dominated the that charitable organizations operate as

largest organizations third sector in the U.S economy

Contributions represented 21 percent of total

revenue for all organizations The importance DATA SOURCE AND LIMITATIONS

of contributions as part of revenue declined

as the value of assets increased The largest

organizations relied more on program service

revenue while the small organizations depended The database used for this article was con
on contributions as their primary revenue structed by .the Statistics of Income SOI
source Division by collecting data using the concept
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FigureJ

CompositiOn of Assets Revenue Sources BY Organization
Typo 1982

Hospitals

Assets$93 bIllion Revenue$91 .85 billIon

Other Contributions Other

Assets Gifts and Sources

Cash Grants 9%

Savings
9%

Receivables
Land

Buildings

Inventories
Equipment Program

18% 50% Service

Revenue

88%

Schools

Asets$7352 billion Revenue$35.2 billion

Cash Other

Savings Assets

Receivables

InventorIes 6%

6% Other
ContributionsSources

Gifts

8% and Grants

Land 25%
Buildings

Equipment
43%

Investments Program

37% Service

Revenue

56%
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of Tax Year as opposed to Processing Year Figure Approximate Coefficient of Varia
see Appendix for discussion of the concepts tion for Number of Returns by Size of Assets

of Processing Year and Tax Year The

relevant Tax Year is defined by accounting Size of Assets

periods ending December 1982 through November

1983 Calendar year filers represented 45 Approximate Under $500000 $2500000
percent of the population while 42 percent of coefficient $500000 Under Under

the non-calendar year filers had accounting of variation or blank $2500000 $10000000

periods ending in June The sample included

219 group returns that appear to be returns

with large assets while the return actually

represents an aggregate of many small organi- 0.05 50100 11300 5500

zations 0.07 40100 9000 4200
0.10 28100 6200 2800

The sample size was 4398 organizations The 0.15 16200 3500 1600
estimates of nonprofit charitable organizations 0.20 10200 2200 950

presented- here are based on random probability
0.30 5000 -1050 450

sample of 1982 unaudited information returns

Form 990 stratified by asset levels The

sample was selected based on computation on

the employer identification number EIN The APPENDIX COMPARISONS OF 1975 AND 1982 DATA

1982 filing requirement granted an exemption to

entities with gross receipts of $25000 or There have been many changes in the operat
less returns of organizations with gross ing environment of charitable organizations

receipts of less than $25000 were bypassed for between 1975 and 1982 and they should be noted

sample selection The sample design was nearly before comparing the two SOl sample data sets

up iliia uIV pui pu vi uIIaI
iij IUI.QI br ne purpose or dFld IYL ny CII6FI9CS hi IdlC

assets or totals highly correlated with assets charitable sector In addition there are

differences in the scope and methodology of the

The data presented in this article are sub studies as well as in the data source Corn

ject to sampling and nonsampling error The parability is further hampered by the fact that

size of the sampling error is estimated by the the Form 990 underwent major revision during

approximate coefficients of variation in Figure
this period

Nonsampling error would stem primarily from

interpretation of charitable organizations en- The economic climate of 1982 differed from

tries on the Form 990 and the efficiency of the that of 1975 The rate of price change was 6.1

testing used in detecting inconsistencies in percent in 1982 as compared to 9.1 percent in

the data as well as the quality of the sub 1975 Inflation has particularly negative

sequent correction process When 1982 returns effects on exempt organizations with endowment

were not available 1981 returns were substi- funds that depend on fixed-return long-term

tuted as proxies In addition comparable
investments Management of these funds was

frequencies and amounts in tables may vary
made more difficult by the depressed stock and

slightly as result of computer software bond markets of 1974 that were still recov

differences ering in 1975 Endowment funds typically

follow the stock and bond markets in value

Sampling rates ranged from 1.00 for organi Prices in this market were much higher in

zations with $10 million or more in assets to 198182 than in 1974-75

.0021 for organizations with assets below

$500000 Additionally the weighting of the In addition there was change in the filing

data file had to be adjusted for nonresponse reuirement effective in December 1982 that

Some returns selected were not obtainable affected all 1982 Form 990 filings This

The low rate of sampling for lower asset organ- change raised the minimum level of gross re
izations increases sampling variability for ceipts required for filing purposes to more

these strata Consequently caveat must be than $25000 from the previous level of more

issued as to the use of estimates for organiza- than $10000 in l97 and more than $5000 in

tions with assets of $500000 or less The 1975 Adjusting for the rate of inflation

approximate coefficient of variation for each this represents 203 percent increase In the

sampling rate is shown in Figure In addi- filing requirement in 1972 dollars This

tion organizations with receipts that are nor along with possible increase in the filing of

mally not more than $25000 the average of the group returns may account for the decrease in

preceding years for organizations years or the number of organizations filing return

older might not have filed 1982 return even

if their receipts were greater than $25000 in As percentage of total revenue donations

1982 fell from 26 percentage to 21 percent for non
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profit charitable organizations between 1975 Estate tax return filings were affected by

and 1982 There are alternative explanations provisions of the Tax Reform Act of 1976 that

for the apparent decreased level of charitable progressively raised the gross value of the

donations relative to total revenue Enactment estate required to file to $175000 from

of the Economic Recovery Tax Act of 1981 ERTA level of $60000 in 1975 Charitable bequests

could have had dampening effect on giving to for those estates not required to file would

these organizations While it would require have higher cost than when the estates were

more research to estimate ERTAs overall effect taxed ERTAs estate tax provisions affected

on contributions it is possible to enumerate charitable bequests of decedents in 1982 and

theoretical relationships between levels of thereafter Exempt organizations receipts

giving and the cost of giving could have been affected by this after 1982

The cost of charitable giving for an in
dividual can most simply be expressed as The final consideration in trying to measure

the change in the nonprofit charitable sector

Cg Tm from 1975 to 1982 is that the structure of the

two sor studies differs in three significant

where Cg is the cost of giving and Tm is the ways First the 1975 study used Processing

marginal tax rate One dollar of giving less
Year concept in which 1975 returns filed and

the donors marginal rate of taxation the processed during 1976 were sampled The 1982

percentage of tax on the last dollar of income study used Tax Year concept in which 1982

realized yields the outof-pocket cost of the returns were sampled regardless of when they

gift For example an individual in the 70
were processed Processing Year design al

percent tax bracket realizes true cost of $30 lows an earlier cut-off of sampling hence

when donating $100 since $70 would have been
statistics can be produced more quickly When

paid as tax Therefore the cost of chari- Processing Year sampling method is used to

table contribution is inversely related to the produce annual statistics late filers can be

donors marginal tax rate If the marginal captured in statistical series On the other

rate drops the cost of donating increases and hand Tax Year design would provide better

an individual facing an array of consumption coverage for 1year statistics but the sam-

choices experiences change in the relative pling would require longer time frame due to

prices between expenditures on goods and lags in filing and processing of returns

services that are tax deductible versus those Second the 1975 study focused on all IRC 501c
that are not tax deductible subsection codes whereas the 1982 study sampled

only IRC 501c3 and 501 c4 organizations
ERTA reduced average marginal tax rates as 50lc4 organization data are not included

well as the maximum marginal rate from 70 per- in this article Finally the 1975 study clas
cent to 50 percent The resultant increase in sified organizations by principal activity as

the cost of giving may have had substitution well as stratified the sample on levels of re
effect on an individuals willingness to cc- ceipts For 1982 the sample was stratified by

tribute Conversely the lowering of tax rates assets and data on activity were not included

may have increased after-tax income levels in since activity coding was dropped from the Form

the absence of downturn in the business cycle 990 before 1982

or other negative changes in general economic

conditions and may have produced positive

income effect that would have operated to in- NOTES AND REFERENCES

crease charitable giving If the price elas

ticity of demand were large enough to outweigh

the income elasticity it is possible that this 1975 was the year of the last Statistics

provision of ERTA negatively affected giving to of Income SOI study of nonprofit char
nonprofit charitable organizations It should itable organizations

be noted that there could be lagged substi

tution effect or lagged income effect where See Appendix entitled Comparisons of

transition period was needed to observe the 1975 and 1982 Data for an explanation of

final effect the differences in the 1975 and 1982 data

sets
ERTA also provided for the first time some

deductibility of charitable donations for non- Executive Office of the President Office

itemizers This lowered the cost of giving for of Management and Budget The Budget of

this group to the extent of the limit of the the United States Government FY 1982
maximum allowable deduction Again the over- pp 8-9
all dollar impact on exempt organizations re
ceipts is difficult to predict since portion U.S Bureau of the Census Current Popu
of the contributions of nonitemizers would not lation Reports series P60 Nos 138 an
be result of new behavior 145
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The concept of altruism does not pre- they must be considered independently
dude the donor from receiving some The term interdependence of tax expen
benefit e.g recognition by the corn- ditures refers to the fact that tax

munity selfsatisfaction it merely expenditures mutually affect marginal tax
indicates that the benefit is not im rates The elimination of one exclusion

mediately tangible from gross income could cause an increase

in taxable income that would be taxed in

Data available for partnerships and sole higher bracket thus increasing the

proprietorships did not contain farm revenue loss from other exclusions
entities for every statistic There

fore for consistency in comparison farm Weisbrod Burton Toward Theory of

data were not used the Voluntary NonProfit Sector in

Altruism Morality and Economic Theory
Assets are not reported by sole propri- Edmund Phelps ed Russell Sage

etorships Therefore they are not Foundation 1975 175

included in business entities assets

Weiss Jeffrey The Ambivalent Value

U.S Bureau of Labor Statistics Employ- of Voluntary Provision of Public Goods in

ment and Earnings monthly unpublished Political Economy in Nonprofit Firms

data in Three Sector Economy Michelle

White ed The Urban Institute Press
commodity is called public good if 1981 pp 11-12

its consumption by one person does not

reduce the amount available for others or Newhouse Joseph P.Toward Theory of

phrasing it another way good is pub- Nonprofit Institutions An Economic

lic if providing the good for anyone Model of Hospital American Economic
m2Le nree4hi rv.euid frr urv M.-h lQ7fl

55 .5 V.fl UI .I II JT
one without additional cost Public

goods thus represent particu1ar type of Private foundations are subject to an ex
beneficial externality private good cise tax on investment income and they

e.g banana is used or consumed ex- are required to distribute annually

clusively public good is or may be minimum amount of their investment as-

used concurrently by many economic sets See Riley Margaret Private

agents Hirshleifer Jack Price Theory Foundation Information Returns 1982
and Applications 3rd ed Prentice-Hall Statistics of Income Bulletin Fall 1985

1984 pp 143144 Vol No

Tax expenditure estimates measure the Weisbrod Burton The Voluntary Non

decrease in individual and corporate profit Sector Lexington Books 1977 pp
income tax liabilities that result from 7781
the provisions in income tax laws and

regulations that provide economic incen- Gross Malvern Jr and Warshauer

tives to the private sector or tax re- William Jr Financial and Accounting

lief to particular kinds of taxpayers Guide for Nonprofit Organizations 3rd

The term tax expenditure is derived from ed John Wiley Sons 1983 pp 11-39

the assumption that the goals of these

favorable tax provisions could be accom- parent organization may file return

plished by replacing them with direct for affiliated organizations that are

expenditure programs Joint Committee subject to the parents control and are

on Taxation Estimates of Federal Tax exempt under current group exemption

Expenditures for Fiscal Years 1986-1990 letter All the organizations on group

April 12 1985 return must have the same accounting

period
The difference between the cost of an

outlay equivalent and the cost of U.S Council of Economic Advisers Eco

revenue loss is that portion of an nomic Report of the President 1975 pp
outlay would be in the form of transfer 310-311

payments that would be taxable Thus
because of the revenue gain the outlay Vickrey William Private Philanthropy

would generally cost less than the and Public Finance in Altruism Mo
revenue loss of the tax expenditure rality and Economic Theory Edmund

Phelps ed Russell Sage Foundation
Due to the interdependence of tax ex- 1975 pp 153157

penditures these estimates cannot be

added together for total outlay equiva- For empirical evidence that ERTA did not

lent or total revenue loss instead negatively affect charitable giving see
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Bristol Ralph Tax Cuts and Chari
table Giving Tax Notes July 15 1985

pp 323-326

As an example of possible lag in filing

and processing 1982 return organiza
tions with an accounting period ending in

November 1983 would have required 11-

ing date for its 1982 return of April 15
1984 Because of filing extensions the

return might not be processed until 1985
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Table Returns of Tax-Exempt 501C31 Organizations with Total Assets Assets Liabilities Revenue and Expenses by Size

of Total Assets 1982

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

Size of total assets

Total 51 under $25000 under $100000 under $500000 under $1000000 under $10000000 under $50000000 or

Items
_____________

$25500 $100000 $500000 $1000000 $10000000 $50000000 mere

Returns of 501C3 organizations 7573 14.901 14902 23075 6.043 1259 3.251 967

Total assets 27963806 163681 859303 4520081 4.266804 43533961 74.3004851 151993712

Cash Non-interest beating

Number of returns 65144 1153 13.941 20.190 4917 11129 26674 761

Amount 491433 44969 16269 406469 348.87 1.060.80 1.121431 1.769092

Savings and temporary cash investments

Number of returns 5255 7.211 11.05 16.825 4.507 9.619 2.602 734

Amount 20.34190 54391 297.38 1280194 784.841 3.908587 58565761 8159.923

Accounts receivable net
Number of returns 36.759 288 3.845 13.460 3.585 9151 2.925 908

Amount 20727.74 6374 94003 753.342 184053 3.401.581 6.985.579 9302806

Pledges receivable net
Number ot returns 426 961 614 1.752 691 246

Amount 3.03646 1607 54557 1.065.169 1.08410 830825

Grants receivable

Number of returns 603 961 1442 1.442 614 1.002 376 197

Amount 1.565.944 8164 34.850 151.681 1289971 511.233 268489 462.527

Receivabtes due from officers directors trustees and

key emloyees

Number of returns 1.79 481
_l

480 609 15 66

Amount 129003 799 8.113 12465 4964 57977

Other notes and loans receivable net
Number of returns 9.15 961 4801 961 1.4341 3396 1.385 532

Amount 5.82425 191

961j
19.981 751334 7771701 1.57768 3.373.133

Inventories for sale or use

Number of returns 19.035 961 19221 6.249 1331 5321 2.440 807

Amount 2.82672 1.662 29.6111 108.242 46621 662.457 948.440 1.029.694

Prepaid expenses and deferred charges

Number of returns 23.83 1442 3.365 6.730 2048 7144 2.367 735

Amount 1.860.943 2.20 9226 75328 27.252 325674 536669 884581

lnvestments.securities

Number of returns 14.773 480 961 2.403 1536 6457 2.179 714

Amount 69745075 3110 16889 62.959 410218 6.904.866 12090414 50256616

tnvestments-land buildings end equipment minus

accumulated depreciation

Number of returns 6.320 961 961 1442 409 1698 617 229

Amount 603981 4.870 23.106 242.959 123087 1.300421 1.577957 2767406

tnvestment.ottrer

Number of returns 6803 480 1922 7171 1995 1202 485

Amount 17970.993 1581 94695 91246 107506 3.106308 13.602094

Land buildings and equipment minus accumulated

depreciation

Number of returns 41.278 3845 5.768 12498 4507 1081
14 2953 893

Amount 10707653 18571 166.590 1.062.096 1.777.878
20.819.766

34093.692 49137932

Other assets

Number of returns 32.73 384 3.845 10095 4200 73654 2564 802

Amount 17578.32 16.77 23.981 252211 214.035 1708.737 5.003.489 10.359100

Total liabilities 11677753 6099 246397 1971267 1330380 16579294 2981
5955

67773.245

Accounts payable and accrued expenses

Number of returns 4933 817 7691 14.421 4404 10633 3079 933

Amount 1560732 29.861 108584 641611 3854281 2349.60 4767258 7324.966

Grants payable

Number of returns 4571 961 192 307 1089 217 73

Amount 2326.23 645 163133 22671 735189 598870 799916

Support and revenue designated for future periods

Number of returns 1120 961 1922 4326 614 2701 511 162

Amount 3414.47 469 17.228 144.750 84.274 992.635 1091.121 1083.969

Loan from officers directors trustees and key

employees

Number of returns 2143 480 1442 172 40

Amount 278609 3249 29564 87593 125456 32745

Mortgages and other notes payable

Number of returns 24.249 1.44 3.365 6.730 2.151 7414 2375 771

Amount 518.45471 7.049 26828 695.93 609.329 9890.152 16340.787 24.275391

Other liabilities

Number of returns 29391 384 336 8172 2765 7947 247 818

Amount 43305.42 17161 9050 296271 228677 2524119 5892460 34256234

Total fund balances/net worltl

Number of returns 7558 1490 14902 23075 6043 12450 3245 963

Amount 16286052 102681 612.90 2548814 2.936423 26954701 45484529 84220466

Tntnl isbilitinn nnd kind bsances/nefwn

Number of returns 7573 1490 14.90 23.075 6.043 12.595 3.251 967

Amount 27963806 163.68 859.303 452008 4.266804 43533995 74300.485 151.993.712

Total revenue 196305.70 774531 2826490 9019.977 5.222.067 31380241 57.27951 89802846

Total contributions 41.27273 432311 1999611 5344562 3656867 9.675.631 8338.137 11525.415

Contributions gifts and grants received through direct

public support

Number Of returns 55.38 10.09 9.614 17.30 4507 10.250 2.787 625

Amount 17.29389 217697 249650 1135.767 756.981 5.126461 4633067 5174245

Contributions gifts and grants received through

indirect public support

Number of returns 13.361 480 1922 5.288 1.536 3305 598 230

Amount 479825 6970 13630 542.951 224.225 1.422242 1005862 1.582368

Contributions gifts and grants received through

government grants

Number of returns 2419 384 4807 8653 1843 3380 1204 460

Amount 1918058 207643 1736330 3665843 2675660 3327.099 2699207 4868802

FootnOtoa at end of taSte
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Table Returns of Tax-Exempt 501C31 Organizations with Total Assets Assets Liabilities Revenue and Expenses by Size

of Total Assets 1982 Continued

tAll figures are estimates based on sampes money amounts are in thousands of dotlsrsl

Sloe 01 total assets

Total SI under $25000 under $100000 under $500000 under $1000000 under $10000000 under $50000000 or

Items
_____________

$25000 $100000 8500.000 $1000000 $10000000 $50000000 more

Program service revenue

Number of returns 45821 721 8.17 14421 348 8993 2691 843

Amount 124373343 364464 496421 2749404 89715 1652525 4200186 61338774

Membership dues and assessments

Number of returns 19.43 384 624 480 1531 259 33 66

Amount 247e70 12616 11878 32882 19507 51654 561.441 629862

Interest on savings and temporary cash investments

Number of returns 5514 7691 1105 1826 5019 9851 252 737

Amount 337190 538 34367 14063 115391 61865 98527 1472205

Dividends and interest from securities

Number of returns 1251 481 961 288 153 437 1701 575

Amount 510238 16 211 2052 36.04 591481 95692 3495.127

Gross rents

Number of returns 12.21 144 961 2684 1434 3.86 120 422

Amount 1.29896 13891 1714 876 8897 51743 196.30 331418

Rental expenses

Number of returns 5.69 961 48 144 40 148 66 261

Amount 78103 9380 2.481 9358 8344 28657 114411 190957

Net rental income toss

Number of returns 1220 144 961 2884 1.43 386 120 418

Amount 517931 4510 14664 589 5534 23085 81891 140460

Other investment income

Number of returns 226 48 10 117 351 157

Amount 996394 16 1094 71849 106861 816422

Gross amount from sale of assets-securities

Number of returns 587 48 71 314 1.141 389

Amount 3504762 32691 128.24 176662 5422971 27697.072

Cost or other basis and sales expenses.secunties

Number of returns 562 48 717 306 102 345

Amount 32.37486 32.22 126.70 164226 5059291 25514358

Gain loss.secuntles

Number of returns 5877 48 71 314 1141 389

Amount 2672764 46 154 124359 363679 2.182713

Gross amount trom sale ot other assets

Number of returns 6.17 48 48 961 819 2194 89 337

Amount 1258098 158.75 93 41 2973 218.65 235831 613756

Cost or other basis and sates expenses-other assets

Number of returns 3.87 481 480 51 143 691 273

Amount 1.02703 43181 467 1005 6409 140481 380114

Gain loss-other assets

Number of returns 6823 481 961 961 81 234 921 339

Amount 23106 27306 469 41 1968 15456 95351 233641

Total gain loss from sale ot assets

Number of returns 11022 480 961 961 153 4.761 1729 592

Amount 290383 273064 469 881 21.22 278.91 459037 2416354

Gross revenue-special fundraising events

Number of returns 15.94 336 384 5281 921 219 25 73
Amount 164139 23.61 18059 253524 140.99 77712 17724 88290

Direct
expenses

Number 01 returns 13644 2884 336 4807 819 148 21 67
Amount 74184 11.74 10053 10539 8447 362.65 43.82 33.208

Net income loss
Number of returns 16.144 336 384 5.261 1.024 2.29 25 71

Amounl 89954 1169 80061 148.129 5651 41447 133.41 55081

Gross sales minus returns and allowances

Number of returns 13891 961 1.92 6730 717 2.469 79 298

Amount 796011 16.65 59104 31180 19681 1.46355 2.80181 3287503
Cost of goods sold

Number of returns 12.903 961 1.92 6249 717 2092 69 270
Amount 2979.25 17.521 35597 205.971 16.261 50643 99606 1201387

Gross profit loss
Number of returns 1384 961 192 6731 71 2.42 789 299

Amount 498086 871 2350 10582 342 95711 180574 2.086116

Other revenue

Number of returns 3772 6.241 5.768 11537 348 7.554 241 723
Amount 9.41007 6286 5647 181761 23375 1299261 184892 5727026

Total expenses 18129855 970921 2.76129 868131 5.004304 29.33034 5325478 81295584

Program services

Number of returns 6897 1201 13941 2115 5531 1229 310 938
Amount 151.667.591 681731 249725 7.03893 4.06090 2382883 43538281 70.021639

Management and general

Number of returns 59731 11051 11.05 1778 563 10681 2.70 807
Amount 2742476 287.40 26230 1424511 907.74 4721.594 9080271 10740938

Fundraising

Number of returns 1752 961 1.92 6249 1843 476 131 482
Amount 165103 1.75 169 98521 35201 632011 431001 450841

Payments to affitistes

Number of returns 311 48 48 144 10 49 26
Amount 55515 11933 454 147891 205231 82164

Private Foundations

Note tndlcates Not Recoiled

DateS may not add to total because of roundin9
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Table Returns of Tax-Exempt 501C31 Organizations with Selected Income and Balance Sheet Items by State 1982

tAil figures are estimates based on samples money amounts are in thousands of dollars

Selected Receipts ______________________

Total Cocthbutions Recerved Direct Public Support Indirect Public Support Government Grants

Number Number Number Number
Number Total of 01 of of

State Returns Receipts Returns Amount Returns Amount Returns Amount Returns Amount

IS
United States total 7574 9630570 60026 4127273 5538 1729390 1336 479824 24191 19180588
Alabama 41 199833 35 51609 25 12945 14 3367 24 352968
Alaska 48 7464 1064 128 9362
Arizona 52 1364901 51 57974 51 33078 1161 15 247795
Ajicansas 16 83861 16 8642 16 5196 10 29081 5386
California 863 2109730 849 3.87944 6.29 1968533 41 373941 186 1536975

Colorado 67 192653 66 29472 66 17374 15 3808 54 82891

Connecticut 133 314898 74 311861 74 25811 16541 37203
Delaware 51574 3519 13 3151 1693 1985
Florida 236 5946.281 234 1143449 186 504.851 42 32712 110 311479
Georgia 103 2664.73 102 62694 1.01 28719 25 64.46 131 275284

Hawaii 50709 6207 21 2727 1317 21632

Idaho 11 44875 111 266371 II 40894 99 10 225378

Illinois 434 14.63535 402 505866 397 132280 1.69 910.57 225 2825289
Indiana 2.71 434585 2.07 93668 110 23665 503 13040 1491 686996
Iowa 87 158782 82 269.33 827 12787 15 950 II 131959

Kansas 51 1.11508 513 17175 513 77.56 51 495 93.675

Kentucky.. 187 180628 172 32249 1.243 247153 49 893 1029 66411
Louisiarts 61 155457 61 222.72 509 80689 8233 59 133803

Maine 57048 3504 21 2946 1.67 3896
Maryland fInd D.C 169 707688 1.103 1.98101 109 507.10 131 235.21 32 1238696

Massachusetts 396 1030811 2.47 268265 2.46 916.13 271 11.32 1433 1.755192

Michigan 3.68 619250 1.62 558643 1621 29627 244 27.88 62 234489
Minnesota 1.39 257142 139 57170 138 22523 123 91.87 23 254586

Mississippi 59 1.24082 591 11254 58 49423 48 26191 36928
Missoun 221 447184 611 73290 604 327084 16 6387 22 341946

Montana 30981 6.61 5433 1.128

Nebraska 31 78682 7610 27 5877 10 562 11705

Nevada 12000 5.28 508 198

New Hampshire 31 73630 31 10410 311 9959 tO 135 3156

New Jersey 191 476961 1.72 723.374 1.67 245869 86 16616 72 311340

New Mexico 39205 1485 909 241 3338
New York 595 2745978 510 5620951 445 277439 711 1260223 278 1586329

Cwurfle liuj4 Ut SAtbI 805 11798 1304 519478
North Dakota 49760 11403 13 1093 161 307

Ohio 3861 1024911 326 2883914 2669 59258 1417 37539 134 1915931

Oklahoma 110 200529 72 476548 723 46068 4739 11127

Oregon 177 1.80291 172 22650 172 190497 21 2195 13 14052

Pennsylvania 555 1457207 441 168141 440 81867 1.16 9405 1.48 768688
Rhode Island 103 97941 102 153.10 1.02 89.07 49001 49 15.025

South Carolina 81429 12488 91913 tl193 21780

South Dakota 321 80495 31 14543 319 13.69 846

Tennessee 142 383982 93 740853 93 505469 70 7000 134 165.375

Texas 365 774449 294 2063163 283 132385 814 9411 160 645194

Utah 72737 2129 21.02 262

Vermont 41978 15358 12557 51 2751

Virginia 156 4.05105 156 1063211 1561 50561 25 26209 384 531391

Washington 260 2851041 211 508297 163 14775 II 5540 50 354999
West Virginia 70 144389 21 149934 11 2987 91 1071 114 109349
Weconsin 114 324826 113 40076 1133 33686 641 52.49 11408

Wyoming 284 103 97 58

Foreign 3.09905 1571.050 186.95 13 120.92 39 1263169

Footnotes at end of table



94
Nonprofit Charitable OrganIzations 1982

Table Returns of Tax-Exempt 501C31 Organizations with Selected Income and Balance Sheet Items by State 1982
Continued

AU figures are estimates based on samples money amounts are in thousands of dollarsj

Selected_ReciaptsConsnued ________ Salected Expenses __________________
Memberehlp Dues and

Program Serrice Revenue Assessments Program Sondce Fundrststng

Number of Number of Total Number of Number

State Returns Amount Returns Amount Expfltses Returns Amount Returns Amount

11 12 13 14 15 16 17 18 19

United States total 45824j 124373341 1943 247671 18129855 6898 15166759 17521 1651037

Alabama 3111 106066 13 8605 1869628 403 1498973 10 12272
Alaska 486j 60.92 6417 48 6074 68

Arizona 369 623533 101 581 117757 519 1017.45 15 14852
Aitansas 167 663.27 759094 161 611.861 151 8451

Cajifornia 2681 1478291 261 619591 1969493 6061 16280.46 2.21 214699

Colorado 1451 1.46010 287 176689 673 1492.70 12 19544
Connecticut 1223 244943 48 2694 290084 1.331 2438.48 24 28.368

Delaware 14 33483 381 455251 II 314051 1127
Florida 1.718 4215960 11 865 5.50971 235 4542601 55 23669

Georgia 971 1658389 491 51733 2.271091 1.02 190928 36 20.324

Hawaii 33025 361 43315 23 347631 1481

daho 13588 44843 ii 406.55 793

Illinois 17 8109279 22f 186961 1397655 4.23 1218844 2.74 243.051

Indiana 174 2.90525 49 184 4007311 223 3419391 13858
Iowa 384 1P73721 253 4517 143556 871 111724 73 11801

Kansas 515 840957 691 101955 511 84340 3129
Kentucky 71 1230801 52 306 164456 1381 1281171 10 19954
Louisiana 504 1034991 23 1368461 131 1.03698 2288
Maine 64 49911 12 514.93 91 42595 2493
Maryland fInd D.C 14181 3.797.341 793 42677 660289 1691 575279 15 50659

Massachusetts 30711 567142 591 2721 878294 3911 744756 92 98713
Michigan

2.6721
5259551 223 2214 625362 3201 475383 35 24822

Minnesota
8071 1719849 591 22654 2374.773 1.39 2100931 24 16690

Mississippi 108 958.892 43 390 116656 591 1038671 6161
Missouri 1956 3207381 581 12671 411294 2161 3.498.48 72 24346

Montana 282604 234 28672 250253 848

Nebraska 27 594921 1.21 705191 31 56986 10421

Nevada 31 57961 10904 104261

New Hampshire 1691 510003 141 5639 64974 313 495908 15 9427
New Jersey 1.5061 317580 40 6699 4400191 182 340345 88 38040

New Mexico 269648 35023 288792 1120
New York 3996 13.481.064 366 42123 2586338 536 2270238 117 367680
North Carolina

1.9001 3001941 110 4039061 2.11 368966 22 16522
North Dakota 161 474.57 463701 389611 380
Ohio

2.287 6305.39 1.07 10276 9435.10 3371 785353 76 29639

Oklahoma 218 1187001 26 1816631 1104 1191521 14 7458
Oregon 5041 135342 101 4191 167852 1771 1306031 53 12004
Pennsylvania 3656 11.462891 1674 3889 13746071 543 1179632 116 66579
Rhode Island 673877 521 1312 87128 103 770659 5411
South Carolina 76j 562.631 41 15.54 71451 81 56982 3067

South Dakota 319 737.12 10 950 76617 32 68304 603

Tennessee 1372 213786 17 3.53725 142 311777 27 37595
Texas 2215 4.446.011 1321 11328 864865 3163 525921 129 83445
Utah 526591 650161 59718 377

Vermont 58 37834 392061 325041 1315

Virginia 491 2545.213 89 2316 368845 1568 2863791 241 48024

Washington 16331 2143261 581 2591 266484 2601 2225671 60 9661
West Virginia

17 554091 52 948 1.414.47 65 69329 533 14584

Wisconsin 508 2445.61 291 1728 287946 1031 240336 131 8382

Wyoming 90 1791 89

Foreign 44 971.79 11 37811 2913791 2166534 19 15050

Footnotes at end table
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Table Returns of Tax-Exempt 501C31 OrganIzatIons with Selected Income and Balance Sheet Items by State 1982
ContInued

All figures are estimates based on samples money amounts are In thousands of dollarsi

_________________
InformatiOn Items

Total UsbulItles Fund BalsncealNet

Total Fund Sslancel/Net Worth Woth

Total Total Numbe of Number of

State Assets Usbilltles Returns Amount Returns Amount

20 21 22 23 24 25

United States total 27963808 11677753 7558 162860531 75741 279638067

Alabama 3079.501 1213.95 411 186555 411 3079509

Alaska 146561 68.92 481 57641 481 148569

Mzons 2098081 1.12168 52 978.421 52 2.098088

Arkansas 121943 35853 161 66260 161 1.219432

California 22810921 915069 859 1386023 663 22610926

Colorado 2373751 78346 8T 159029 67 2373759
Connecticut 5914001 129220 133 462179 1.33 5914001
Delaware 1313851 29517 101868 21 1313.659

Florida 7681611 2.872643 2361 460917 2361 7681815
Georgia 4442.991 109655 1.03 3346441 1031 4442995

Hawaii 1098071 300103 23 79797 1098076

Idaho 473151 13783 113 335521 113 473158
Illinois 15453681 599720 434 945648 4341 15453685
Indians 585139 254277 211 330862 2711 5851393
lows 2863551 107215 87 179139 87 2863550

Kansas 1214871 473.331 51 801541 51 1.274671

Kentucky 3056271 94228 187 2.11399 1871 3056279
Louisiana 2158961 815bil 61 134395 611 2158969
Maine 989413 50099 46841 989413
Maryland mci D.C 870156 333226 169 538926 1695 8.701567

Massachusetts 15701.781 427522 3961 11426541 3961 15701769

Michigan 7.72919 339411 3681 4334.98 368 7729103
Minnesota 3770201 159464 139 217535 1391 3710201

MIssissippi 1681 .671 593363 59 105831 59 1651675
Missouri 6915.08 264876 221 426832 2211 6915087

Montana 37803 200.58 II 17545 15 376.039

Nebraska 170779 683361 31 1024433 31 1707794

Nevada 17186 8439 8727 171665
New HSmpehlre 1388641 37817 31 1010.48 31 1388646
New Jersey 6.069471 347315 191 4596.32 1.91 8069478

New Merrico 840.321 24922 1. 296.99 846326
New York 5355415 3574360 595 17810343 5951 53554152
NortIt Carolina 545090 132145 206 412944 216 5450902
North Dakota 569588 33809 23147 II 569568
Ohio 12202203 474029 3861 746190 3861 12202203

Oklahoma 373454 101407 110 272047 110 3734548

Oregon 210804 104772 177 106032 1773 2108049

Pennsylvania 1895684 670717 5.551 1224967 5.55 18956645
Rhode Island 1509331 38408 103 112524 103 1509330
South Carolina 131149 44477 86671 81 1311494

South Dakota 1260058 755353 321 504705 321 1260058
Tennessee 461668 1648280 142 296840 142 616685
Texas 1202336 3714071 365 830929 3650 12023368

Utah 112812 38456 74355 1128122
Vermont 66182 14828 51355 51 661823

Vtrgins 4871.30 1234811 156 363649 1561 4871302

Washington 3.019871 129080 2603 1729061 2.60 3019870
West Virginia 169577 805311 70 89046 70 1695772

Wisconsin 515197 185724 1144 329473 1144 5151979

Wyoming 21261 403 20.86 21268

ForeIgn 4681.03 1.13774 354328 4681032

Excluding Prtxate FoundatiOns

Notes Indicates Not Reported
Detail may not set to total becsua of rounding
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Table Returns of Tax-Exempt 501C31 Organizations with Total Revenue Assets Liabilities Revenue and Expenses by
Size of Total Revenue 1982

figures are estimates based on samples money amounts are in thousands of dollarsj

Size Of tOtal revenue

Negative zero or SI under 525.000 under $100000 under $500000 under $1000000 under 510.000000 or

teors Total not reported $25000 $100000 $500000 51000.000 $10000000 wore

11 121

Returns of SO1Cll3 organizations 75731 56 1111 2905 2209 6.70 1283 3370

Total assets 279638.061 64859 309.031 3.10444 934721 812915 54.739811 203359808

Cash Non-interest bearing

Number of returns 6514 56 1001 2260 2032 630 1168 2652
Amount 491433 1262 7.451 204354 510.64 29646 1.187571 2695.223

Savings and temporary cash investments

Number ot returns 52551 56 621 2095 14051 467 920 2.474

Amount 2034190 2012 34151 67590 1.521978 790.15 491383 12385750

Accounts receivable net
Number of returns 36751 62 639 1028 497 1120 3251

Amount 2072774 128 2.131 20556 357311 159.37 331134 16690714

Pledges receivable net
Number of returns 4261 14-4 25 189 674

Amount 3036464 110 6387 11741 1.32264 1531413

Grants receivable

Number of returns 6031 144 164 2441 506

Amount 156594 996 5215 82660 677204

Receivables due from officers directors trustees and

key erntoyees

Number of returns 1.791 961 44 51 275

Amount 129003 891 447 997 105647

Other notes and loans receivable net
Number of returns 915 48 1209 219 81 299 1453
Amount 5.82425 26691 1744 16244 6716 164240 3908096

Inventories for sale or use
Number of returns 19.031 480 384 491 171 5.39 2674
Amount 2826721 231 115 6930 9477 4406 77777 1839425

Prepaid expenses and deterred charges

Number of returns 2383 103 292 779 240 797 2584
Amount 1860943 76 14 58635 105901 2093 305763 1368794

Investments-securities

Number of returns 14.77 301 268 2401 4641 1983
Amount 69745071 1382 3194 462169 1225.79 1446811 1191801 54675260

Investments-land buildings and equipment minus

accumulated depreciation

Number of returns 6321 202 1681 92 1131 552

Amount 6039814 107 10834 47392 44775 122789 3780814

Investment-other

Number of returns 680 583 2731 39 182 1264
Amount 17970.99 96 167 483.07 2394 210348 15357863

Land buildings and equipment minus accumulated

depreciation

Number of returns 41278 621 10857 1130 516 1011 3121
Amount 107.07653 59632 226.693 1.02692 3935.19 3932.83 22622063 74736500

Other assets

Number of returns 3273 52 1043 841 311 7494 2664
Amount 17.578.321 1.36 6.294 26416 35119 77775 257044 13607100

Total liabilities 11677753 63128 25937 127731 325925 288894 1787719 90584175
Accounts payable and accrued expenses

Number of returns 49331 141 1274 1507 582 12133 3314
Amount 15607321 1177 295 14598 38784 269.46 272858 12060693

Grants payable

Number of returns 4571 961 174 10 157 179

Amount 2326231 645 16794 8553 78840 1277889

Support and revenue designated for future periods

Number of returns 11201 43 3365 3309 98 2961 541

Amount 3414471 794 5334 18294 3732 f33169 1808371
Loan from officers directors trustees and key

employees

Number of returns 2.143 961 96 19 24
Amount 278609 29324 355 31 13663 108779

Mortgages and other notes payable

Number of returns 24241 141 649 6411 326 511 2725
Amount 51845471 61840 241461 84275 2215891 2216661 869867 37011614

Other liabilities

Number of returns 29391 649 9204 282 810 2669
Amount 43.305421 1101 14154 199451 301051 27963 419319 38316.826

Total fund balances/net worth

Number of returns 75.58 56 1111 29054 2209 6.70 1273 3320
Amount 162.860521 1731 49664 1827.12 608795 5240.21 3686261 112775633

Total liabrlities and fund balances/net worth

Number of returns 75731 56 1111 2905 2209 8.70 1283 3370
Amount 27963806 64859 309031 310444 934721 812915 54739811 203359808

Total revenue 196305704 28431 11521 172552 5.66859 457099 37.032.40 147580967
Total contributions 41.27273 23 4994 65937 271335 168652 16176.37 20031.874

Contiibulions gifts and grants received through direct

public support

Number of returns 55381 1001 1940 1769 509 9.320 2815
Amount 17293891 23 3.99 46678 112890 79524 590411 8994819

Contributions gifts and grants received through

indirect public support

Number of returns 13381 308 3851 2133 3593 885
Amount 4798251 37431 28034 26899 898801 3312677

Contributions gifts and grants received through

government grants

Number of returns 24.191 6351 791 173 6721 1430
Amount 1918058 100 15516 130410 82228 937345 7.724.577

Footnotes at end Of table
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Table Returns of Tax-Exempt 501C3 Organizations with Total Revenue Assets Uabllities Revenue and Expenses by
Size of Total Revenue 1982 Continued

All figures are estimates based on samples money amounts we In thousands at dollars

II _______ _______ _______ _______ ________
Negative zero or SI under $25000 under $100000 under $500000 under $1000000 under $10000000 or

Items Total not repor6d $25000 $100000 $500000 $1000000 $10000000 more

Program service revenue

Number of returns 45.821 52 1290 1545 510 892 2860

Amount 124373.34 11 10 414.05 1738.05 195415 1593043 104336413

Memberstep dues and asseasmen
Number of returns 1943 481 1078 4971 701 229 206

Amount 2.47670 71 26391 31293 135421 690061 1074287

Interest on savings and temporary casfr investments

Number of returns 5514 56 62 2084 1526 5.25 986 2701

Amount 337190 431 348 80941 183.46 157.65 79629 2145748

Ddends and interest from securities

Number of returns 1251 370 295 115 3331 1.374

Amount 510238 4229 142.66 10233 946333 3868757

Gross rents

Number of returns 1221 56 14 2651 4104 84 257- 1328
Amount 1298963 7931 4309 27.21 41854 77819 219453 433516

Rental expenses

Number of returns 5691 56 14 148 1611 41 110 727

Amount 78103 9628 4758 2275 27142 758 9077 244627-

Net rental income toss
Number of returns 12201 56 14 2651 410 84 2.57 1318
Amount 517931 1698 4491 4461 14712- 7023 12867 188889

Other investment income

Number of returns 2261 68 24 19 813 322

Amount 99639 48 1679 957 1214 120883 862559

Gross amount from sate of assets-securities

Number of returns 5.87 81 143 53 242 878

Amount 3504762 10760 345.151 293994 4368127 25932745

Cost or other basis and sates espenses-secunties

Number of returns 562 61 143 533 227 774

Amount 32374861 11491 33667 25950 406078 27602983

Gain toss-securities

Number of returns 587 61 143 533 2.42 876

Amount 267279 730 8.47 34491 30734 2.329762

Gross amount front sale of other assets

Number of returns 67 48 48 176 451 1.92 1.060

Amount 1258091 158.75 93 5396 61.461 25860 724.376

Cost or other basis and sates expenses-other assets

Number of returns 3871 48 83 35 1381 825

Amount 1027.03 43181 996 28641 12601 430589

Gain loss-other assets

Number of returns 682 48 48 224 45 2079 1081

Amount 23106 27306 93 4399 32811 13259 293787

Total gain toss from sale of assets

Number of returns 1102 48 481 61 294 981 385 1657
Amount 2.903831 27306 93 7307 5247 67301 43993 2623549

Gross revenuespecial tundraisrng events

Number of returns 15941 827 374 2091 155 230

Amount 1641391 330 23804 25123- 309181 61006 229501

Direct
expenses

Number of returns 1364 43 7313 3061 179 1231 201

Amount 74184 330 126.33 115.340 12201 31467 60t32

Net income toss
Number of returns 1614 43 837 374 2091 165 222

Amount 89954 111711 135893 187174 29538 169368

Gross sates minus returns and allowances

Number of returns 13.891 961 405 4770 1341 1929 829

Amount 796011 596 2709 10538 22220 142413 1.272873 6184169

Cost of goods sold

Number of returns 1290 961 356 476 114 177 683

Amount 2.97925 621 2154 5939 15145 133431 641911 1965302

Gross profit loss
Number of returns 13841 981 405 477 1341 188 828

Amount 498086 24 555 45991 7075 8971 63096 4218866

Other revenue

Nurr81er of returns 3772 52 1148 11.17 4.013 807 2465
Amount 9410.07 128 39 10839 16229 199981 87705 8.060653

Totat expenses 18129855 791 9.42 165786 5.164421 4247.531 33.77795 136433.435

Progrem sensces

Number of returns 6897 56 98 2544 1958 651 1265 3247

Amount 151667591 91 899 123181 391498 335070 2799572 115164454

Management and generat

Number of returns 59.7311 5231 2159 17.69 6361 10.821 2.724

Amount 274247681 89701 38864 101003 80142 5072081 20074638

Fundraisi

Number of retums 175231 4531 557 2151 403 1228

Amount 16510381 39 3739 6184 8072 52443 946239

Payments to affiliates

Number of returns 31131 4801 48 73 68 65 80

Amount
555.151

106.58 14.64 18571 248102

Excluding Prlnete FoundatIons

Note Indicates not reported

Detail may not add to total because of roundln9
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Table Returns of Tax-Exempt 501C3 Organizations with Total Functional Expenses by Size of Total Contributions

Received 1982

tAll figures are estimates based on samples money amounts are In thousands of dollarsl

________ _________
sIze of total COntisIutlons receIved

_________ __________
Negative zero or SI under 525.000 under 8100.000 under $500000 under $1000000 under 810.000.000 or

Items Total riOt reported $28000 $100000 $600000 $1000000 510.000.000 more

Returns of 501C3 returns 7573 157U 1740 1546 16.22 3.79 6701 435

Total functional expenditures 160777.09 26.960951 1058862 14.98968 32.233571 17248.41 4929198 29483835

Total grants and locatlonx

Number of returns 1644 2561 634 185 346 58 1301 325

Amount 786470 30892 20271 12187 32556 31382 221453 4377475

Total specific assistance to indntduale

Number of returns 470 48 58 117 121 40 82 21

Amount 8.83815 7884491 8851 1802 3089 4464 64309 208154

Total benefits paid to or for members

Number of returns 163 58 48 46 11 21

Amount 31255 13812 2192 6559 29.54 177 1054 47049

Total compensation of officers dfrector

Number of returns 23111 430 383 5043 860 108 1908 321

Amount 140608 214.231 10206 20593 34703 90581 34700 99228

Total other salarIes and Wsges
Number of returnS 5530 9741 1044 11.07 1372 352 635 412

Amount 70.28163 5493381 4.59485 849622 1379258 769488 21009391 11170.797

Total pension plan 00ntrlbutions

Number of returns 1737 168 191 3421 524 155 3211 341

Amount 2436.381 20328 11182 20329 46546 236001 702.86 513859

Total other employee benefits

Number of returns 3717 4953 538 6.45 1184 321 815 385

Amount 870418 50123 291.43 52499 1077.733 65433 179794 858.503

Total payroll taxes

Number of returns 4275 811 741 808 tl69 207 497 346

Amount 402693 329781 294021 361683 787571 411393 126149 561010

Total professional fundretsng fees

Number of returna 1941 48 429 32 60 140

Amount 6940 51 108 95 548 839 39.02 16392

Total accounting lees

Number of returns 43411 9601 922 701 10.89 2.39 414 327
Amount 376191 5358 2653 3466 85433 3532 111O 23.378

Total legal fees

Number of returns 20.11 832 3.373 335 9019 218 250 307

Amount 37998 5026 2821 3315 58343 3797 138811 39351

Total supplleL

Number of returns 8756 9403 1237 11741 1435 328 8.03 375

Amount 14.09970 1.297.591 114619 145727 312809 1.67891 3.740.131 1711.495

Total telephone

Number of returns 58.47 10781 1230 10911 13.14 3.38 5021 380
Amount 128203 108993 7029 8932 21611 128523 426959 241.826

Total postage end shipping

Number of returns 4539 6551 1073 872 1164 283 4.35 348

Amount 89850 87703 27641 28403 8896 3631 201.25 156530
Total

occupancy
Number of returns 3806 558 5.893 867 10009 2401 5.25 342
Amount 411702 25940 13943 373.031 69039 93910 168981 726027

Total equipment rental end maintenance

Number of returns 39.50 454 705 883 11.213 269 4.811 343

Amount 224387 190991 11500 18183 37905 21512 648981 812908

Total printing end publications

Number of returns 4131 8901 1201 930 1134 237 3851 333

Amount 107361 120.24 21.36 6653 200421 6028 33782 287122
Total travel

Number of returns 4464 7321 816 905 11144 2.96 563 359
Amount 135934 10445 4309 5862 15865 8050 47795 409849

Total conferences conventIons and meetings
Number of returns 2190 8421 5.651 418 7.28 1.303 2779 272
Amount 38851 114.271 1123 30.92 4182 28.141 88749 51360

Total interest

Number of returns 23681 3664 5.61 4001 681 1.14 2551 272
Amount 3426471 663591 312043 34686 72844 33987 68477 350858

Total depreciation depletion

Number of returns 3162 470 582 685 818 201 3924 315
Amount 499364 532891 41128 80588 125185 66881 115972 363503

Total other expenses

Number of returns 7317 1544 1634 1488 1563 374 6.68 433

Amount 4554765 636563 280480 3646401 8.34608 414606 1165941 6777251

ExcludIng Private Foundations

Note Indicates Not Recoiled
Detail may not add to total because of rourdfl9
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INTRODUCTION

Purpose and Structure

The data discussed in this paper reflect the first year of the nonprofit

charitable organizations longitudinal study undertaken by the Statistics of

Income SOl Division of the Internal Revenue Service This paper will

briefly review the characteristics of the sector as defined by the Internal

Revenue Code and will discuss simple theory relating to the existence of

these private suppliers of philanthropy Highli-its of the 1982 data will be

presented The nature of the presentation is that of an overview of nonprofit

charitable organizations especially as they differ from public and forprofit
entities This overview is reflective of only small portion of the

theoretical work done in the nonprofit organization area

Estimation of Size and Scope An Unknown Universe

Nonprofit charitable organizations are subset of all tax exempt

organizations and further the sample data presented here estimate the

universe of only those organizations required to file return with the IRS
In order to identify the true size of the charitable sector it is necessary

to first define the population and to realize the limitations of given data

set The organizations not required to file returns represent sizable

portion of all charitable organizations Especially important to this are

religious entities and the almost 200000 organizations recognized as having
charitable status yet not reflected in the SQl statistics because their

receipts are not normally over $25000 Additionally it is difficult to

assess the scope of the sector without specific activity information on the

individual organizations At present IRS sample data do not contain activity

reporting

Due to the limitations discussed above IRS data alone is not

sufficient for purposes of analyzing the nonprofit charitable sector

Consequently the statistical community governmental and private must engage
in cooperative effort to maximize coverage of the sector

comprehensive database that includes activity information would yield
the best estimate of the size and scope of the nonprofit charitable sector
Size and scope are interrelated because as organizations respond to demand for

charitable goods and services the specific activities in which they are

engaged will determine the size of the sector As an example as philan
thropic organizations expand medical andeducational services the value of

total revenue and expenses will rise sharply This is due to the fact that

labor intensive industries during times of expansion experience more rapid
increase in the cost of factors of production than do capital intensive

manufacturing entities Both the extent of demand for specific charitable

activity and the degree to which private philanthropy is suited to provide it

will substantially affect the size of the sector
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Currently SOl is processing the second year of panel study of

charitable organizations This study provides coverage of required filers

with respect to total assets of the population The study will be conducted

annually and will track the initial 1982 sample organizations while adjusting
for births and deaths Eventually time series data set will emerge that

should prove to be of value to researchers Resources permitting other data

sets may be constructed One possibility would involve sampling those

organizations filing Form 9901 on which unrelated business income UBI is

reported Another would link the longitudinal data file to Form 941 data that

contains charitable organizations employment data It is possible that these

files could be made available as public use files if proper disclosure

avoidance techniques were developed

More than being useful for macroeconomic purposes the unweighted sample

could yield useful data for microeconcniic applications Researchers could

also use the IRS data sets in estimating the magnitude of the charitable

sector in relation to other sectors of the economy The data in conjunction
with data on the scope of charitable activities would be relevant to

theoretical work in the area of the nature of entry to and exit from the

sector Further behavioral models of both the sector and of the individual

organization could utilize these data

Highlights of the 1982 Data

Nonprofit charitable organizations in 1982 generated total revenues of

$196.3 billion of which 21 percent was obtained from contributions gifts and

grants Nonprofit charitable organizations hereinafter refer to all

organizations exempt under Internal Revenue Code IRC 501c3 excluding

private foundations Total expenditures were $181.2 billion with direct

spending for charitable services accounting for 84 percent of total expenses
Fees for services program service revenue were collected that covered 82

percent of program expenses Other sources of income such as contributions

and investment earnings were utilized in part to supplement fees charged

for program services In 1982 of 264890 organizations recognized by the

Internal Revenue Service as nonprofit charities there were only an estimated

75738 required filers
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PROVISIONS OF IRC 501c3

Organizations tax exempt under 501c3 pursue diverse activities that

further their exempt purpose They exist as subsets of many sectors of the

economy IRC 501c3 status is typically granted based on an entity being

organized for purposes that are religious charitable scientific testing for

public safety etc Charitable meaning that the services provided by the

organization are pro bono publico for the public benefit The granting of

exempt status is based solely on charitable purpose Activities engaged in

are restricted only in that they must be substantially related to the exempt

purpose There is also stipulation that net earnings may not flow to

private shareholder or individual and there are restrictions on activities to

influence legislation

Numerous benefits accrue to organizations that obtain 501c3 status

Among the inducements for seeking this classification are the exemption from

Federal income tax on income earned while pursuing an exempt purpose the

exemption from most State and local income and real estate taxes the selected

exemption from excise taxes and significantly reduced postage rates The

flow of private funds to these organizations is promoted by the statute that

allows contributions to be deducted in calculating the taxable income of the

donor For instance the 1982 law allowed up to 50 percent of an individuals

adjusted gross income as charitable deduction Federal corporate gift
fiduciary and estate tax law also allow charitable contribution deductions

ALTERNATIVE MEASUREMENTS AND DESCRIPTIONS OF THE NONPROFIT CHARITABLE SECTOR

primary characteristic of the sector is the concentration of financial

resources among small number of organizations mere percent of all

nonprofit charitable organizations controlled 81 percent of total assets An

uneven distribution of resources across organizations was further evidenced by
the concentration of 75 percent of revenues in percent of the institutions

Additionally percent of the organizations were responsible for 74 percent
of total expenditures With respect to assets revenue and expenditures the

controlling organizations were in the top bracket and were predominantly
educational institutions and health service providers as listed in Figures
and Any significant growth or shrinkage affecting the very large organi
zations would have had pronounced affect on aggregate statistics Other

factors influencing the size of the sector are offered in subsequent sections

of this paper
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Figure

Top Ten 501cM3 Organizations Ranked

by Total Assets 1982
amounts are in millionsj

Total
Name Assets ---- --

Teachers Insurance and Annuity

Association of America $13519

College Retirement Equities Fund 12821

Harvard College 3326
Yale University 1836

Stanford University 1727

Princeton University 1415

Shriners Hospital for Crippled Children 1273

University of Rochester 1127

University of Chicago 1068

Duke University 986

Figure

Top Ten 501 c3 Organizations Ranked
by Total Revenue 1982

amounts are in millionsi

Name Total

Revenue

College Retirement Equities Fund $4631
Teachers Insurance and Annuity

Association of America 3.351

Kaiser Foundation Health Plan 2116
Harvard College 1342
Kaiser Foundation Hospitals 1123
University Chicago 745

American National Red Cross 722

Sisters of Mercy Health Corporation 718

Massachusetts Institute of Technology 692
Stanford University 664
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Prior to evaluating various techniques of measuring the nonprofit chari
table sector it is helpful to briefly review the concept of philanthropy as

provided in the United States economy The supply of and demand for phil
anthropic goods and services is usually discussed in terms of incentives or

motives that influence giving as well as the purpose of the giving It is

generally accepted that at least one component in philanthropic giving is that

of altruism and that the purpose of philanthropy is that of the provision of

some collective or public good t3 In this context altruism exists when

there is not an expectation of an immediate quid pro quo one thing in return

for another to the individual giver The providers of philanthropic goods
and services include all three sectors of the economy the business sector
the goverrnent and the nonprofit sector

The sector as evaluated here is defined in terms of the Internal Revenue

Code IRC The IRC divides nonprofit organizations into twentythree groups
three of which may receive taxdeductible charitable donations Two of these

classifications are the primary private suppliers of philanthropy They are

those organizations exempt from income tax under IRC 501c3 and 501c4
The data described here are further subset in that they reflect financial

aggregates of all 501c3 charitable organizations excluding private

foundations For 1975 when all nonprofit organizations were measured
501c3 organizations excluding private foundations represented 37 percent
of the total In general private foundations act as conduits for philan
thropic funds whereas nonprofit charitable organizations actually provide the

charitable goods and services

Charitable organizations that file on Form 990 are diverse in scale of

financial activity as well as in scope of purpose They include hospitals

universities research institutes art museums and other charitable organi
zations While the estimates presented here do not include most religious

organizations or those organizations not required to file they do provide

coverage of the greatest part of charitable activity with respect to asset

holdings and revenue flows

Measurement of the size and scope of total philanthropic activity is

difficult due to the lack of comprehensive data source The sectors size

as defined by the 1982 database can be perceived as gross figure or as

ratio to other economic activity measurements Comparisons can be made by

analyzing the performance of the charitable sector as ratio to other figures
such as gross national product GNP the forprofit sector growth rate
goverrinent spending for philanthropic purposes and per capita income
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Figure C.Nonprofit Charitable Organizations 1982
Alternative Measures

amounts are in billions of dollars

Type of Measure 1982

Total revenue in 1972

constant dollars $94.9

Total assets in 1972

constant dollars 135.1

Total expenditures in
1972 constant dollars 87.6

Total revenue divided

by GNP 6.3%

Total assets divided

by GNP 9.1%

Total expenditures
divided by GNP 5.9%

Total revenues per

capita divided by

per capita income 9.0%

Total assets per capita
divided by per capita
income 12.8%

Total expenditures per

capita divided by per

capita income 8.3%

Total revenue divided

by revenue of business

entities 2.5%

Total assets divided

by assets of business

entities 3.0%

Total expenditures
divided by expenditures of

business entities 2.0%

Note Revenue assets and expenditures were converted into 1972 dollars using
the GNP price deflator Per capita income is equal to GNP divided by U.S
population Business entities include corporations nonfarm partnerships and

sole proprietorships
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Source Business entity data are from U.S Treasury Internal Revenue

Service Statistics of Income Division published and unpublished tables

GNP price deflator is from U.S Bureau of the Census Statistical Abstract

of the United States 1985 105th edition Washington DC 1984 468
U.S population data is from U.S Bureau of the Census Statistical Ab
stract of the United States 1985 105th edition Washington DC 1984

11

As proportion of GNP and per capita income assets assume larger
share than either revenue or expenses This is probably due to the fact that

the largest charitable organizations are hospitals with large investment in

plant and equipnent and schools that have extensive holdings of buildings and

land in addition to endowment funds It should be noted that total revenue

for charitable organizations involves some doublecounting since charitable

organizations transfer funds to affiliates

HISTORICAL TRENDS AND PERCEPTION OF CHARITABLE ACTIVITY UP TO 1982

Government fiscal policy toward philanthropy represents public sentiment

as expressed through the legislative process The growth of the sector could

be in part response to favorable legislation

Traditionally from the earliest days of this country religious and

educational institutions have been exempt from property taxation When

Federal income tax laws were adopted in 1894 subsequently declared

unconstitutional in 1895 organizations pursuing charitable religious or

educational purposes were granted exempt status The Sixteenth Pendment to

the Constitution allowed the first constitutional income tax law in 1913 and

contained the rudiments of IRC 50lc3
The provision or an income tax deduction for charitable contributions by

individuals was initiated in 1917 and estate tax deductions for bequests to

charitable organizations were authorized in 1919 Charitable deductions for

corporations were allowed beginning in 1935 Aside from the developTient in

1950 of tax policy regarding charitable organizations engaged in business

activities the thrust of legislation aimed at exempt organizations has gener
ally been to encourage their development

Charitable organizations receive direct and indirect subsidies from

government Direct governmental grants received in 1982 were 19.1 billion or

46 percent of total contributions This illustrates the tradition of partner

ship between government and nonprofit organizations in supplying public goods

and services Indirect subsidies come both in the form of exemption from

various taxes and the tax expenditure for the deduction of contributions

from income taxed to the donor Tax expenditures exist that benefit

individuals and corporate entities as well as nonprofit organizations i.e
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deductibility of home mortgage interest expense Tax expenditures are

expressed in terms of outlay equivalent or the amount required to produce the

equivalent of the benefits obtained from the tax expenditure and in terms of

the revenue loss to the goverment See Figure below for detail of the

tax expenditure for the deductibility of charitable contributions in 1982
Figure with details of contributions as reported on tax returns for 1982
follows for the purpose of presenting distribution of the source of the tax

expenditures

Figure D.Tax Expenditures for Deduction of

Charitable Contributions 19821/

amounts are in millions of dollars

Type of Deduction Outlay Revenue

Equivalent Loss

Deductibility of charitable

contributions education 830 835

Deductibility of charitable

contributions health 1240 1245
Deductibility of charitable

contributions other than

education and health 7550 7595

1/ Includes contributions to organizations

exempt under IRC 50lc3 and 501c4
as well as to religious organizations

Source Executive Office of the Presi

dent Office of Management and Budget
Special Analyses Budget of the United

States Goverment FY 1984 G27 and

G32
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Figure E.Charitable Contributions as Reported
on Tax Returns 1982

amounts are in millions of dollars

Number

Source of of

Contribution Returns Amount

Total 100364300 $48051
Individual 95337432 36761
Corporate 2925933 2906
Estate bequests 63251 2545
Fiduciary 2009216 1416
Private

foundations 1/ 28468 4423
Gift 2/ 2/

1/ The inclusion of this figure in total

contributions may yield double counting
since individual corporate estate and

fiduciary giving may include gifts to

Private Foundations

2/ Not available

Source U.S Department of the Treasury
Internal Revenue Service Statistics of

Income Division published and unpublished

tables

Contributions from the public as reported on nonprofit charitable

organization returns reflected only 46 percent of total contributions shown

in Figure The remainder of these contributions would have been directed

toward organizations not required to file Forms 990 It should be noted that

the IRC does not recognize the value of volunteer services as noncash
contribution for deduction purposes nor is the value reported as revenue on

the returns filed by charitable organizations Nonetheless volunteer

services constitute an important part of total donations
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DESCRIPTION OF NONPROFIT CHARITABLE ORGANIZATION ACTIVITY

In order to explain the existence of the nonprofit charitable sector it

is necessary to determine what inducements exist for the formation and con
tinued operation of the organizations that form the sector The private
sector is comprised of firms seeking to maximize their profits They accom
plish this by attempting to satisfy consumer desires through the mechanism of

the market Alternately the level of government provision of public goods is

primarily determined by majority vote The government due to lack of

information about specific consumer preferences must use nonbenefit based

system of taxation for the provision of public goods nonbenefit based

taxation system is necessary because it is not possible to equate -taxes paid

by an individual to the benefits received by that individual from public goods
and services One explanation for the existence of the nonprofit chari
table sector lies in the possibility that demand for public goods is not

completely revealed by majority vote and therefore not supplied by the

government Private nonprofit organizations could form to meet this

unsatisfied demand Also there will be an overlapping provision of public

goods by government and by nonprofits with the private sector offering private

good substitutes for public goods

The degree of output by nonprofit charitable organizations could be

primarily determined by the following variable sets the extent of the

undersupply of public goods relative to the allocation by majority vote

using nonbenefit based taxation system the degree of responsiveness of

government institutions to changes in quantities of public goods as mandated

by majority vote the suitability of private good substitutes for public

goods and the price of philanthropy both to the donor and to the

government in terms of tax expenditure

There is no standard theory of behavior for nonprofit charitable firms

analogous to the profit maximization behavior of private firms This is

partly due to the wide mix of organizations in the sector which have differ
ent philanthropic objectives and the difficulties in measuring both charitable

output and returns on investment in philanthropy In general it could be

assumed that nonprofit charitable entities are attempting to maximize the

furtherance of their charitable purpose

The nonprofit charitable sector as whole shows even more variation in

terms of primary revenue source as the total value of assets increases As

seen in Fijre the reliance of organizations on contributions for revenue

varies inversely with an increase in total assets stronger reliance on

program service fees for major portion of revenue emerges as assets increase
Those with assets under $100000 rely on contributions for 68 percent of

revenue and on fees charged for percent while those entities with assets

$50000000 or over depend on contributions for 13 percent of revenue and on

program service revenue for 68 percent
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Figure

Components of Revenue by Asset

Size 1982
Percent
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Figure G.Nonprofit Charitable Organizations Excludina Private Foundations Balance

Sheet and Income Statement Items by Type of Organization

figures are estimates based on samplesmoney amounts are in millions of dollars

Type of Number of Total Total Total Total

Organization 1/ Returns Assets Liabilities Revenue Expenses

Total 75733 $279632 $116771 $196300 $181294

Church 2/ 2022 2837 915 1517 1255

School 8335 73524 13685 35224 29843

Hospital 5021 93839 45797 91855 87278

Govermental unit 701 1182 443 1242 1201

Hospital research 51i6 1296 229 560 523

Public college

benefactor 1057 3400 338 1860 1343

Publicly

supported

organization 50738 56737 22812 45620 43042

Organization

supporting

charitable

organizations 4893 42418 30764 15586 14267

Organization

testing for

public safety 104 13 93 85

Not reported 2419 4295 1775 2743 2457

1/ This classification was derived from Schedule Form 990 Part IV
entitled Reason for NonPrivate Foundation Status

2/ Churches are not required to file Form 990 Most of the organizations

in this category should have classified themselves as publicly sup
ported organization
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Figure HNonprofit Charitable Organizations Frequency Distribution ofOrganizations

among Asset Classes by Type of Organization 1982

figures are estimates based on samples

Type of lJnder $100000 $500000 $1000000 $10000000 $50000000
Organization 1/ under under under under or

$100000 $500000 $1000000 $10000000 $50000000 more

Church 2/ 960 480 102 436 35

School 3364 1922 717 1331 754 245

Hospital 480 961 102 1547 1408 521

Govermental unit 480 204 12

Hospital research 480 43 18

Public college
benefactor 480 307 215 42 11

Publicly

supported

organization 22593 15863 4097 7338 726 118

Organization

supporting
charitable

organizations 960 1922 512 1245 208 43

Organization

testing for

piblic safety

Not reported 960 961 204 231 44 15

1/ This classification was derived from Schedule Form 990 Part IV
entitled Reason for NonPrivate Foundation Status

2/ Churches are not required to file Form 990 Most of the organizations

in this category should have classified themselves as publicly sup
ported organization
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Fig.ires and display the only information available from exempt
organization returns on the type of organizations that are filing It is

derived from the section of the return in which an organization must supply
reason for not being classified in the less favored category of Private

Foundation The distribution of the population is heavily weighted to
ward the publicly supported organizations whereas the concentration of assets

is in the schools and hospitals

Both the composition of assets and the major source of revenue of

hospitals and schools the only activities readily identifiable from in
formation on the Form 990 exempt organization return are dissimilar as

evidenced in Fiire Hospitals have large capital investment in land
building and equipment followed by receivables and inventories as the top

components of assets Schools hold fewer assets in land buildings and

equipment than hospitals and schools assets are heavily concentrated in

investments Schools rely on contributions gifts and grants for 25 percent
of revenue while for hospitals it is only percent

Education and health services are good examples of industries that are

represented in the private business sector the government and in the non
profit charitable sector While there certainly is overlap in general the
forprofits target different market than the nonprofits and the government

providers Earnings of nonprofits are used for provision of medical services

as opposed to forprofits who may distribute their earnings to individual

investors Nonprofit hospitals generally offer wider range of services than

forprofit hospital and the services offered are more public in nature

It is possible that nonprofit hospitals serve more of the uninsured and

lowincome segiient of the population

Differences in accounting standards for nonprofit and forprofit
entities highlight the difficulty in evaluating the nonprofit sector In

exchange for the privilege of tax exemption charitable organizations forfeit

the privilege of paying dividends on invested capital The distribution of

earnings to individual investors is the impetus behind the formation of

business entities The nondistributional constraint placed on nonprofit

organizations is what defines nonprofit organization as opposed to

forprofit entity The balance sheet of nonprofit charitable organization
does not have an owners equity section earnings will accrue instead to the

fund balance/net worth section

The accounting systems of many nonprofit organizations are unique in that

it is necessary to keep separate records of groups of resources and their sub
sequent use because they have specified purposes and restrictions This need

leads to the use of fund accounting where funds are restricted The directors

have limited control over specific use due to donor instructions and unre
stricted Nonexpendable capital funds that cant be used for operating

costs and expendable funds represent another classification of resources

Additionally the asset composition of many hospitals and schools includes
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Figure

Composition of Assets Revenue Sources By Organization

Type 1982
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endowment funds that provide income for the organization yet the principal is

not available for use The illiquidity of these types of funds hampers

the exempt organizations financial management in quickly adapting to changing

economic conditions

However the most Important difference between the concept of exempt

organization performance and that of forprofit entities centers on measure
ment of efficiency Effectiveness in pursuing an exempt purpose cant be

expressed in net profit or return on investment figures Traditional

financial ratios are difficult to calculate and interpret

DATA SOURCE-AND LIMITATIONS

Sample Design

The database used for this article was constructed by the Statistics of

Income SOl Division by collecting data using the concept of tax year as

opposed to processing year see Appendix for discussion of the concepts of

sampling year and tax year The relevant tax year is defined by account

irug periods ending December 1982 through November 1983 Calendar year filers

represented 45 percent of the population while 42 percent of the noncalendar

year filers had accounting periods ending in june The sample includes 219

group returns that might appear to be returns of high asset entities when the

return actually represents an aggregate of many small organizations

The sample size is 4398 organizations Religious organizations are not

required to file returns and are therefore not generally included in these

data The estimates of nonprofit charitable organizations presented here are

based on random probability sample of 1982 unaudited information returns

Form 990 stratified by asset levels The sample was selected on the basis

of size of assets as well as on computation of the Employer Identification

Number EIN The 1982 filing requirement grants an exemption to entities

with receipts of $25000 or less this was incorporated as parameter for by
passing these organizations for sample selection The allocation of sample to

the resulting strata is approximately optimal for the purpose of estimating
total assets or totals highly correlated with assets

Limitations of the Data

The data presented in this article are subject to sampling and non
sampling error The size of the sampling error is estimated by the approxi
mate coefficients of variation in Figure Nonsampling error would stem

primarily from interpretation charitable organizations entries on the Form

990 and the efficiency of the testing utilized in detecting inconsistencies in

the data as well as the quality of the subsequent correction process When

1982 return was not available 1981 returns were substituted as proxies
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Sampling rates range from 1.00 for organizations with $10 million or more in

assets to .0021 for organizations with assets below $500000 Additionally
the weighting of the data file had to be adjusted for nonresponse Some
returns selected were not obtainable The low rate of sampling for lower

asset organizations increases sampling variability for these strata Conse

quently caveat must be issued as to the use of estimates for organizations
with assets of $500000 or less The approximated coefficient of variation

for each sampling rate is shown below In addition organizations with re
ceipts that are normally not more than $25000 the average of the preceding
three years for organizations three years or older might not have filed

1982 return even if their receipts were greater than $25000 in 1982

Figure Approximate Coefficient of Variation

for Number of Returns by Size of Assets

Size of Assets

Approximate
Under $500000 $2500000 Coefficient

$500000 Under Under of

or Blank $2500000 $10000000 Variation

50100 11300 5500 0.05

35600 7900 3700 0.08

28100 6200 2800 0.10

16200 3500 1600 0.15

10200 2200 950 0.20

6900 1500 650 0.25

5000 1050 450 0.30
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APPENDIX CHARITABLE GIVING

As percent of total nonprofit charitable organization revenue total

contributions were 21 percent The enactment of the Economic Recovery Tax Act

of 1981 ERTA could have had dampening effect on giving to these organiza
tions While it would require more research to validate or quantify ERTAs
overall effect on contributions it is possible to enumerate theoretical

relationships between levels of giving and the cost of giving

The cost of charitable giving for an individual can most simply be

expressed as

Cg1Tm --

where Cg is the cost of giving and Tm is the marginal tax rate One dollar

of giving less the donors marginal rate of taxation the percent of tax on

the last dollar of income realized yields the outofpocket cost of the

gift For example an individual in the 70 percent tax bracket realizes

true cost of $30 when donating $100 since $70 dollars would have been paid as

tax Therefore the cost of charitable contribution is inversely related to

the donors marginal tax rate If the marginal rate drops the cost of

donating increases An individual facing an array of consumption choices

experiences change in the relative prices between expenditures on goods and

services which are tax deductible versus those which are not tax deductible

ERTA reduced average marginal tax rates as well as the maximum marginal

rate from 70 percent to 50 percent The resultant increase in the cost of

giving could have substitution effect on an individuals willingness to con
tribute Conversely the lowering of tax rates could increase aftertax

income levels in the absence of downturn in the business cycle or other

negative changes in general economic conditions and could produce positive

income effect that would operate to increase charitable giving If the price

elasticity of demand were large enough and outweighed the income elasticity
it is possible that this provision of ERTA negatively affected giving to non
profit charitable organizations It should be noted that there could be

lagged substitution effect or lagged income effect where transition period
is needed to observe the final effect Cl6 El7

ERTA also provided for the first time some deductibility of charitable

donations for nonitemizers This would appear to lower the cost of giving
for this group to the extent of the limit of the maximum allowable deduction

Again the overall dollar impact on exempt organizations receipts is diffi
cult to predict since portion of the contributions of nonitemizers would

not be result of new behavior
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Estate tax return filings were affected by the changes of the Tax Reform

Act of 1976 that progressively raised the gross value of the estate required

to file to $175000 from level of $60000 in 1975 Charitable bequests for

those estates not required to file would have higher cost than when the

estates were taxed ERTAs estate tax provisions affected charitable bequests

of decedents in 1982 and thereafter Exempt organizations receipts could

have been affected by this after 1982
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Notes

The last SOl data set for exempt organizations was constructed for

processing year 1975 For discussion of the 1975 and 1982 data see

US Treasury Department Internal Revenue Service Heuchan 1986

Organizations with gross receipts over $25000 are required to file
Some small organizations file blank returns in order to continue to

appear in the IRS publication 78 Cumulative List of Organizations
These blank returns are not tabulated in the 1982 data set

The concept of altruism does not preclude the donor from receiving some

ThenØfit i.e recognition by the community selfsatisfaction it
merely indicates that the benefit is not imediately tangible

Data available for partnerships and sole proprietorships did not

contain farm entities for every statistic Therefore for consistency
in comparison farm data were not used even where available Also
assets are not available for sole proprietorships

commodity is called public good if its consumption by one person
does not reduce the amount available for others or putting it another

way good is public if providing the good for anyone makes it

possible to provide it for everyone without additional cost Public

goods thus represent particular type of beneficial externality

private good e.g banana is used or consumed exclusively public

good is or may be used concurrently by many economic agents
Hirshleifer 1984 pp 143144

Tax expenditure estimates measure the decrease in individual and

corporate income tax liabilities that result from the provisions in

income tax laws and regulations that provide economic incentives to the

private sector or tax relief to particular kinds of taxpayers .. The
term tax expenditure is derived from the assumption that the goals of

these favorable tax provisions could be accomplished by replacing them

with direct expenditure programs U.S Joint Committee on Taxation

1985

The difference between the cost of an outlay equivalent and the cost of

revenue loss is that portion of an outlay would be in the form of
.- i- ri i-1.- is .l -ri-. i-.n.-.u .e ne 4k. tin fir.

L.A QI jayiuii L.I Ia TkJP.JJ.U L.aAQLJ.LP RJ L.I VI 11.1

gain the outlay would generally cost less than the revenue loss of the

tax expenditure

Due to the interdependence of tax expenditures these estimates cannot

be added together for total outlay equivalent or total revenue loss
instead they must be considered independently The term interde
pendence of tax expenditures refers to the fact that tax expenditures

mutually affect marginal tax rates The elimination of one exclusion

from gross income could cause an increase in taxable income that would

be taxed in higher bracket thus increasing the revenue loss from other

exclusions
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Weisbrod 1975 175

Weiss 1981 pp 1112

Newhouse 1970 64

Private foundations are subject to an excise tax on investment income

and they are required to annually distribute minimum amount of their

investment assets U.S Treasury Department Internal Revenue Service

Riley 1985

Weisbrod 1977 pp 7781

Gross and Warshauer 1983 pp 1139

parent organization may file return for affiliated organizations

that are subject to the parents control and are exempt under current

group exemption letter All of the organizations on group return must

have the same accounting period

Vickrey 1975 pp 153157

For empirical evidence that ERTA did not negatively affected charitable

giving see Bristol 1985 pp 323326
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Table 1.Returns of Tax-Exempt 501C31 Organizations with Total Assets Assets Liabilities Revenue and Expenses by Size

of Total Assets 1982

tAll figures are estimates based on samples money amounts are in thousands of dot larsi

____________ ____________ 1ZC 1015 000510 ____________

blat SI under $25000 under $100000 under $500000 under $1000000 under $10000000 under 850000000 or

ltms
_____________

$25000 $100000 $500000 $1000000 810.000.000 $50000000 more

Cl Ce

Returns of 501C3 organizations 75731 14.90 149O 2307 6.04 1259 3.251 967

Total assets 279638064 18368 85930 4.520.081 426680 4353399 74300431 151993712

Cash Non-interest bearIng

Number of returns 6514 1153 13941 20.19 491 1112 266 761

Amount 4914331 4496 162.69 40846 34887 1060.80 1121431 1769092

Savings and temporary cash investments

Number of returns 52551 7.21 11051 18825 4.507 9.61 260 734

Amount 20341.90 5439 297381 128019 784941 390858 5858571 8159923

Accounts receivable net
Number of returns 36751 288 364 1346 358 915 292 908

Amount 2072774 6.37 9400 75334 18405 3401 .581 698557 9.302.806

Pledges receivable net
Number of returns 426 961 61 175 691 246

Amount 3036464 180 54.557 106516 1084IC 830825

Grants receivable

Number of returns 603 981 144 144 614 100 37 197

Amount 156594 818 34.854 151681 12899 51123 268.48 462527

Receivables due from officers directors trustees end

key emtoyees

Number of returns 1791 48 48 60 15 66

Amount 129.00 19 811 1246 496-4 57977

Other notes and loans receivable net
Number of returns 915 961 480 961 1434 339 138 532

Amount 5.824.25 19 961 19.98 75.133 77717 1577.68 3.373.133

Inventories for sale or use

Number of returns 19031 961 192 6.24 1331 5.321 244 807

Amount 2826721 166 29611 10824 46621 66245 94844 1029694

Propaid expenses and deferred charges

Number of returns 23.83 144 3.361 873 204 714 236 735

Amount 1.86094 220 922 75.32 2725 32567 53666 884581

Investments-securities

Number of returns 1477 48 961 2403 153 6497 2179 714

Amount 6974507 311 16881 82959 410.218 690486 1205041 50256616

Investments-land buildings end equipment minus
accumulated depreciation

Number of returns 6321 961 961 144 40 169 61 229

Amount 8039811 487 23106 24295 12308 1300421 157795 2767406

Investment-other

Number of returns 680 48 1.92 71 199 120 485

Amount 1797099 158 9469 91244 107506 310630 13602094

Land buildings sod equipment minus accumulated

depreciation

Number of returns 4127 394 5761 1249 4.507 10811 295 893

Amount 10707653 18.57 166591 108209 1.777871 2081976 3409369 49137932

Other assets

Number of returns 32.131 384 3845 10.09 4200 736 258 802

Amount 1751832 1677 23981 252.211 214035 1108.73 500348 10359100

Total liabilities 116777531 6099 24639 1.971287 1330381 16.579294 2681595 87.773245

Accounts payable and accrued expenses
Number of returns 49334 8.17 7.691 14.421 4404 10.63 307 933

Amount 15607321 29881 108.584 54161 38542 2.34960 4767.25 7324986

Grants payable

Number of returns 4571 961 192 30 108 21 73

Amount 2328231 6.45 18333 22.671 73516 59887 799916

Supporl and revenue designated for future periods

Number of returns 11201 961 1.922 432 614 2701 511 162

Amount 3414471 48 17221 144750 64274 992.63 1091121 1083989

Loan from officers directors trustees end key

employees

Number of returns 214 48 1.44 17

Amount 278601 3241 2956 87593 12545 32745

Mortgages and other notes payable

Number of returns 24241 14-4 3365 6.73 2151 741 237 771

Amount 51845471 704 28.828 695931 609321 989015 1634078 24275391

Other liabilities

Number of returns 29391 384 336 8172 276 794 247 618

Amount 4330542 1716 90501 296271 22667 252411 5.89246 34256234

Total lund balances/net worth

Number of returns 75531 1490 1490 2307 604 1245 324 963

Amount 16266052 10268 612904 2548814 2.93642 26954701 4548452 84220466

Totst liabilities and fund batances/netwoith

Number of returns 7573 1490 1490 2307 6043 1259 3251 967

Amount 21983806 16368 859.303 4520082 4266604 4353399 74300.48 151993.712

Total revenue 196305701 77453 282649 9019911 522208 3138024 57279.51 89.802846

Total contributions 41.27273 432311 1999611 534456 3656.68 9875831 633813 11625415

Contributions gifts and grants received through direct

pubuc support

Number of returns 55381 1009 9.614 1730 4.50 1025 2.78 825

Amount 11293851 21769 249851 113576 756981 512648 463306 5174245

Contributions gifts and grants received through

indirect public supporf

Number of returns 13.381 48 192 528 1534 330 59 230

Amount 4798254 697 13831 542951 224224 142224- 100588 1.582.368

Contributions gifts and grants received through

government grsntic

Number of returns 2419 364 460 865 1643 338 120 460

Amount 19180581 207643 173633 368584 2675661 332709 269920 4.868802

Footnotela at end of tibia
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Table Returns of Tax-Exempt 501C3 Organizations with Total Assets Assets Liabilities Revenue and Expenses by Size

of Total Assets 192 Continued

Al figures are estimates based on samples money amounts are in thousands of dollarsj

Size 10181 assets

Total $1 under $25000 un $100000 under $500000 under 51.000.000 under $l0000000 under 550.000.000 ur

llama
______________

$25000 $100000 $500000 51000000 510000.000 $50000000 oms

Program service revenue

Number of returns 45.821 721 8.17 14421 348 8991 2.69 841

Amount 12437334 364464 49642 274940 89715 1652525 42.00186 61.338774

Membership dues end assessments

Number of returns 19.43 35.4 8.24 4.80 1.53 2.59 33 66

Amount 2.47670 12616 118.78 328.82 19507 51654 564.41 629.862

fnterest on savings and temporary castl investments

Number of returns 55.141 7.691 11.05 8.26 5.01 9.851 252 737

Amount 3371.90 538 34.36 14063 11539 81865 98527 1.472205

Dividends and interest from secunties

Number of returns 1251 48 96 2.88 1.53 4.371 1701 575

Amount 5102381 16 2.11 20521 36.04 591481 956.92 3.495.127

Gross rents

Number of returns 12.211 144 961 2.88 1.43 3.881 1.20 422

Amount 1298.9 138.91 1714 876 8897 5743 196.30 331418

Rental expenses

Number of returns 5.69 961 48 1.44 40 1481 65 261

Amount 781.03 9380 2481 9.351 8344 286571 114.411 190957

Net rents income loss

Number of returns 12.20 1.44 96 .288- 143 3.86 120 418

Amounf 517.931 4510 1466 581 553 23085 8189 140460

Other investment income

Number of returns 2.261 48 10 1171 35 57
Amount 99639 16 109 71841 10686 816422

Gross amount from sale of assets-securities

Number of returns 5.87 48 71 314 1141 389

Amount 3504762 3269 12824 176662 542297 27.697.072

Cost or other basis and sales expenses-securities

Number of returns 562 48 71 396 1.02 345

Amount 32374.881 3222 2670 1642261 505929 25514358

Gent loss.securities

Number of returns 587 48 71 314 1141 389

Amount 2672.78 46 154 124.35 363.67 2182713

Gross smount from sate of other asaets

Number of returns 6.17 48 48 961 81 219 89 337

Amount 1.25809 15875- 93 41 2973 2865 23583 613756

Cost or other basis end sales expenses-other assets

Number of returns 387 48 48 51 143 89 273

Amount 1.02703 431.811 46 005 6409 140481 380114

Gain loss-other assets

Number of returns 6.82 48 961 961 81 234 921 339

Amount 23106 27306 46 41 1968 154561 9535 233641

Total gain ioss from sale of assets

Number of returns 1102 43 961 961 153 4761 1.721 592

Amount 2.90383 27306 46 881 2122 278.91 459.031 2.416354

Gross revenue-special fundraising events

Number of returns 1594 336 354 528 921 219 25 73

Amount 164139 23.61 18058 25352 14099 77712 177241 88.290

Direct expenses

Number of returns 1364 288 336 480 811 148 21 67

Amount 74184 11741 00.53 105.39 8.4.47 362.65 43821 33208

Net income foss
Number of returns 1614 336 384 528 102 229 25 71

Amount 899.54 1186 80061 14812 56.51 41447 133417 55081

Gross sales minus returns and allowances

Number of returns 13.891 961 1.92 673 711 2.46 79 298

Amount 7.96011 1665 5910 31180 19681 146355 2801.811 3287503

Cost of goods sold

Number of returns 12.90 961 192 6.24 711 2.09 69 270

Atltouttt 2979.25 17521 3559 20597 16.261 506A3 99e.o 1201387

Gross profit lose
Number of returns 13.84 961 192 672 711 2.42 78 299

Amount 4.98086 87 2350 10582 342 957.11 180574 2086116

Other reven
Number of returns 3772 624 576 1153 3.481 7.55 241 723

Amount 9.41007 6284 56.47 18176 23375 1.29926 184892 5.727.026

Total expenses 181298.55 97092 2.16129 9681.31 5.004.30 29.33034 53.254.787 81.295584

Program servicea

Number of retijflta 68.91 1201 13.641 2115 5.531 1229 310 938

Amount 151667591 681731 249725 7.03893 4.060901 23.82883 43.538.281 70.021.639

Management and general

Number of returns 59731 11 11.05 1718 553 10.661 270 507

Amount 2742476 28140 26230 142451 90714 472159 9080271 10.740938

Fundraisi

Number of returns 1752 961 192 6.24 1.54 476 1.3 462

Amount 165103 175 1.69 9852 35.201 63201 431001 450841

Payments to affiliates

Number of rettirna 311 43 48 144 01 49 26

Amount 55515 11933 45- 14789 205.231 82.164

Exdsde.9 PIlvat FoUndation
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FOCUS ON NONPROFIT CHARITABLE ORGANIZATIONS 1982

Daniel Skelly Internal Revenue Service

Preparedfor the Annual Meetings of the Merican Statistical Association

This paper discusses nonprofit charitable do not include most religious organizations of

organizations having tax-exempt status from the which there are 338000 churches nonprofit
Internal Revenue Service that file Form 990 charitable organizations not required to file

Return of Organization Exempt from Income Tax because they did not have more than $25000 in

information returns Nonprofit charitable gross receipts estimated at about 180000 in

organizations refer to all organizations 1982 have also been omitted Nonetheless the

exempt under Internal Revenue Code IRC remaining 75738 organizations required to file

5O1c3 excluding private foundations In cover the largest part of charitable activity

1982 of 264890 organizations recognized by with respect to asset holdings and revenue

the Internal Revenue Service as nonprofit

charities there were only an estimated 75738 From the earliest days of this country

-required- filers major reason for-the religious and educational institutions have-

discrepancy between the number of filers and been exempt from property taxation The pro-

number of organizations is that organizations vision for an income tax deduction for

whose gross receipts are less than $25000 are charitable contributions by individuals was

not required to file Form 990 initiated in 1917 and estate tax deductions for

bequests to charitable organizations were

Organizations tax-exempt under IRC 501c3 authorized in 1919 Charitable deductions for

are involved in diversity of projects that corporations were allowed beginning in 1935

further their exempt or charitable purpose

JRC 501c3 status is typically granted to an The flow of private funds to these organi
entity organized for purposes that are

zations is promoted by the statute allowing

religious charitable scientific educational contributions to be deducted in calculating the

or testing for public safety taxable income of the donor Individuals or

businesses may deduct from their income

Activities engaged in are restricted only in contributions made to nonprofit charitable

that they must be substantially related to the organizations For example in 1982 mdi-

exempt purpose of the organization and they viduals could contribute up to 50 percent of

must serve public as opposed to private their adjusted qross income to nonprofit

interests Examples of organizations that meet charitable organizations Contributions to

Section 501c3 criteria are Harvard College nonprofit charitable organizations are also tax

the Shriners Hospital for Crippled Children deductible under U.S corporate gift fi
-and the American Statistical Association duciary and estate tax laws Along with other

types of tax exempt organizations 5O1c3
-- In addition to taxexempt status nonprofit charitable organizations are subject to tax

charitable organizations enjoy many other on unrelated business income generated from

benefits These benefits include reduced business activities that are regularly carried

postal rates for publications and mail solici on and are not substantially related to their

tations State retail sales tax and property exempt purpose
tax exemption Also the federal government

provides certain nonprofit charitable COMPARISON OF SELECTED NONPROFIT

organizations with surplus food products CHARITABLE ORGANIZATIONS FINANCIAL DATA

particularly for overseas philanthropy and

even in some cases gifts of government One of the dominant characteristics of the

surplus property nonprofit charitable sector has been the

concentration of financial resources among
The IRC divides nonprofit organizations into small number of organizations Based on data

23 groups certain of which may receive tax in Figure approximately 40 percent of the

deductible charitable donations The returns were filed by organizations with asset

organiza-tions exempt from income tax under IRC holdings under $100000 Organizations with

5O1c3 receive the largest part of tax asset holdings under $1000000 filed 78

deductible donations in addition they are the percent of the returns but held less than

largest suppliers of philanthropic goods and percent of total assets On the other hand
services Except where noted the data in this organizations with assets of $10000000 or

article refer only to 5O1c3 organizations more filed approximately percent of the

excluding private foundations For 1975 when returns but accounted for 81 percent of total

all nonprofit organizations were measured assets These latter organizations received 75

501c3 organizations excluding private percent of the total revenue 48 percent of all

foundations represented 37 percent of the contributions and 83 percent of all dues and

total assessments

Charitable organizations are diverse in scale Charitable organizations receive direct and

of financial activity as well as in scope of indirect subsidies from government Direct

purpose The estimates presented in this paper government grants in 1982 were $19.2 billion or

125



126 Figure A.-Number of Nonprofit Charitable Organization Returns and Total Assets

by Asset Size 1982

figures are estimates based on samples money amounts are in thousands of

dollars

Asset size Number of returns Percent Total assets Percent

Total 75738 100.0% 279638066 100.0%

Under $100000 29804 39.4 1022985 0.4

$100000 under $1000000 29118 38.4 8786885 3.1

$1000000 under $10000000 12595 16.6 45533996 16.3

$10000000 under $50000000 3251 4.3 74300485 26.6

$50000000 or more 967 1.3 151993712 54.4

Note Detail may not add to total because of rounding

46 percent of total contributions received see contributions through direct public support
Figure Excluded from this figure are increases Organizations with asset holdings
Medicare and Medicaid payments Indirect under $100000 received only 19 percent of
subsidies come in the form of exemption from their contributions through direct public
various taxes and in the loss of revenue to the support while organizations with asset
Federal government tax expenditures for holdings of $100000 to $1000000 received 21

allowing the deduction of contributions from percent of their contributions from direct
income taxed to the donor In general as public support Organizations with asset
asset size increases reliance on government holdings of $1000000 to $10000000 received
grants decreases Eighty percent of con- 52 percent of their contributions from direct
tributions received by organizations with asset public support while organizations with asset

holdings under $100000 were from government holdings of $10000000 to $50000000 received
grants as opposed to 42 percent of total 56 percent of their contributions from direct
contributions for organizations with asset public support Finally organizations with
holdings of $50000000 or more Government $50000000 or more in asset holdings received

grants represented 70 percent of total 45 percent of their contributions through di-

contributions for organizations with asset rect public support Contributions received

holdings of $100000 to $1000000 they through indirect public support represented
represented 34 percent of total contributions less than percent of total contributions for

for organizations with asset holdings oi organizations with asset holdings under

$1000000 to $10000000 and 32 percent of $100000 12 percent of total contributions for

total contributions for organizations with as organizations with asset holdings of

set holdings of $10000000 to $50000000 $10000000 to $50000000 and 14 percent of

total contributions for organizations with

As asset size increases reliance on asset holdings over $50000000

Figure B.-Contributions Received by Nonprofit Charitable Organizations by Asset Size 1982

figures are estimates based on samples money amounts are in thousands of dollars

Contri butions Contributions Contri butlons

Asset size Total received through received through received through

contributions direct support indirect support government grants

Total $41272922 $17293898 $4798250 $19180588
Under $100000 2431922 467347 20600 1943973

$100000 under $1000000 9001429 1892748 767176 6341503
$1000000 under $10000000 9875831 5126488 1422242 3327099
$10000000 under $50000000 8338137 4633067 1005862 2699207
$50000000 or more 11625415 5174245 1582368 4868802

Note Detail may not add to total because of rounding



Contributions received from the public as Figure
127

reported on nonprofit charitable organization Components of Revenue by Asset
returns reflected only 46 percent of the $48 Size 1982
billion of total contributions reported on all

tax returns Figure provides detail on
Percent

2% 4% 2% 1% 1%
total contributions by source of the contri- 1O0i .1

bution The remainder of these contributions AL%j 8%
fi 14% II 111% II

would have been received by organizations not 90 ______
18/a

required to file Forms 990 As already \N I1
mentioned religious organizations the 80

predominant type of 50lc3 organization are

not required to rile returns Therefore the 70 F.N
largest part of the remaining 54 percent of

contributions not reported on Form 990 would 60 53%
have been donated to these organizations

730/
50 68%

Figure C.Charitable Contributions as Reported

40 %I
on Tax Returns 1982 30

amounts are in millions of dollars

131 %I _____
_____10

Source of contribution Amount 115%I 113%I

Under $100000 $1000000 $10000000 $50000000

Total $48 051 $100000 under under under or more

$1000000 $10000000 $50000000

Individuals 36761 Other

Corporations 2.906 ____
Estate bequests 2545 1fl Dues and assessments

Fiduciaries 1416 Program service revenue
Private foundations 1/ 4423
Gifts n.a Contributions

n.a Not available

1/The inclusion of this figure in total contri As shown in Figure these relationships
5utions involves double counting since individ were about the same for organizations of

ual corporate estate and fiduciary giving different asset sizes For organizations with
include gifts to private foundations under $1000000 in assets program services

accounted for approximately 82 percent of total
Source U.S Department of the Treasury expenses while management and general expenses
Internal Revenue Service Statistics of Income accounted for 17 percent For organizations
Division published and unpublished tables with assets between $1000000 and $10000000

program services represented 81 percent of

total expenses while overall management

expenses represented 16 percent For those

The nonprofit charitable sector shows great organizations with assets of $10000000 or

deal of variation in terms of primary revenue more program services represented 84 percent

type as total assets increase As shown in while management and related expenses repre

Figure contributions as percent of total sented 15 percent

revenue varies inversely with the size of total

assets Proaram service fees become greater in Figure shows that investments in cash and

importance as assets increase Those with savings accounts decreased as assets in

assets under $100000 relied on contributions creased They ranged from high of 34 percent

for 68 percent of revenue and on fees charged of total assets for organizations with asset

for percent while those with assets of $50 holdings below $1000000 to low of percent

million or more depended on contributions for for organizations with asset holdings over

13 percent of revenue and on program service $10000000 Land buildings and equipment

revenue for 68 percent are lowest for organizations with assets of

less than $1000000 31 percent and highest

Program service expenditures represented 84 for organizations with asset holdings of

percent of total expenditures followed by between $1000000 and $10000000 48 per-

management and general at 15 percent and fund cent Investments in securities also increase

raising and payments to affiliates represented as asset size increases ranging from low of

less than percent of expenditures Organi- percent for organizations with assets of

zations with asset holdings of $10 million or below $1000000 to high of 28 percent for

more accounted for more than 74 percent of all organizations with asset holdings of over

program service expenditures $10000000
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Figure

Composition of Expenses of Nonprofit Charitable

Organizations by Size of Assets 1982

Percent

90
Program services

80 Management and general

Fundraising and other

84/o\

Under $1000000 $10000000
$1000000 under or more

$10000000

Figure

Components of Assets of Nonprofit Charitable

Organizations by Size of Assets 1982

Percent

50 Cash and savings

Investments securities

40
Land buildings and equipment

30-
20

148%

\34/o\

10
16%

Under $1000000 $10000000

$1000000 under or more

$10000000

Mortgages and other notes payable was the as well as for financial items California

largest liability item This item represented organizations filed 11 percent of all returns

44 percent of total liabilities Organizations and New York and Pennsylvania filed and

with asset holdings of $10 million or more percent of all returns respectively With

accrued 78 percent of this item Other liabil- respect to receipts New York received 14

ities was the next largest liability item percent of total contributions followed by

Illinois with 12 percent and California with

As shown in Figure California New York percent California New York and Pennsylvania

and Pennsylvania ranked through re- ranked through respectively in terms of

spectively in terms of number of nonprofit program service revenue with California

charitable organization returns filed for 1982 receiving 12 percent of program service
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Figure G.--Selected Income and Balance Sheet Items for Top Ten States Ranked by Total Assets 1982

figures are estimates based on samples money amounts are in thousands of dollars

Number Total Total Total program
State of Total Total contributions government service

returns assets receipts received grants revenue

U.S total 75741 279638065 196305702 41272738 19180588 124373341
New York 5958 53554152 27459756 5620951 1586329 13481064
California 8639 22810196 21097305 3879449 1536975 14782910
Pennsylvania 5552 18956845 14572073 1681410 768688 11462890
Massachusetts 3969 15701769 10308112 2682653 1755192 5671428
Illinois 4346 15453685 14635356 5058665 2825289 8109279
Ohio 3861 12202203 10249112 2883914 1915931 6305390
Texas 3650 12023368 7744494 2063163 645194 4446011
Maryland md DC 1659 8701567 7076882 1981016 1238696 3797341
New Jersey 1917 8069478 4769614 723374 311340 3175808
Michigan 3688 7729103 6192503 558643 234489 5259555

revenue New York 11 percent and Pennsylvania This is in contrast to the $17 billion in con-

percent New York ranked first in terms of tributions received in 1975 which represented
assets held followed by California and 26 percent of total Total expenditures were
Pennsylvania New York organizations held 19 $181.3 billion with direct spending for chari
percent of total assets California percent table services covering 84 percent of that
and Pennsylvania percent total Fees for services program service

revenue generated 82 percent of program
GROWTH OF NONPROFIT CHARITABLE SECTOR expenses

1975 1982

Between 1975 and 1982 the number of organi
As shown in Figure nonprofit charitable zations required to file Form 990 fell from

organizations reported total revenues of $196.3 82048 to 75738 however total assets over

billion in 1982 21 percent of which was ob- this period increased by $171.1 billion cur
tained from contributions gifts and grants rent dollar increase of 158 percent Over the

same period total revenue grew by $130.8
billion while contributions gifts and grants

Figure H.Nonprofit Charitable Organizations rose by only $24.1 billion There are number
1975 and 1982 of explanations for the simultaneous drop in

the number of filers between 1975 and 1982 and

amounts are in billions of dollars the substantial increase in assets and revenue

The primary reason for the drop in the number

__________________________________________________ of filers is the changes in the filing re
quirement between 1975 and 1982 There was

Item 1975 1982 change in 1976 when the minimum level of gross

_______________________________________________ receipts required for filing purposes was

raised from $5000 to more than $10000
Number of returns 82048 75738 Another change took place in 1982 when it was

raised again to more than $25000 Adjusting
Total assets $108.5 $279.6 for the rate of inflation this represented

203 percent increase in the filing requirement
Total revenue 65.5 196.3 in 1972 dollars This along with possible
Contributions gifts increase in the filing of group returns may

and grants 17.1 41.3 have accounted for the decrease in the number
Dues and assessments 1.5 2.5 of organizations filing return
Program service revenue n.a 124.4

The economic climate of 1982 differed from
Total expenses 62.6 181.3 that of 1975 Inflation was 6.1 percent in

Program service expenses 36.8 151.7 1982 compared to 9.1 percent in 1975 Infla
Fundraising expenses 1.4 1.7 tion has particularly negative effects on
Management and general exempt organizations with endowment funds that

expenses n.a 27.4 depend on fixed longterm investments In

addition both the stock and bond markets were

depressed in 1974 Prices in both the stock
n.a Not available and bond markets were much higher in 19811982
For more detail see Table than in 1974-75
Source For 1975 data are from Statistics of

Income Bulletin Fall 1981 10 It may have been that the Economic Recovery
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Tax Act ERTA of 1981 had dampening effect As shown in Figure nonprofit charitable
on giving by reducing marginal tax rates ERTA Organizations and private foundations filed

increased the cost of giving since the value of 104206 returns during Tax Year 1982

contribution taxwise was less valuable Seventy-three percent or 75738 of the returns
ERTA reduced average marginal tax rates as well were filed by nonprofit charitable organiza
as the maximum marginal rate from 70 to 50 tions and 28468 or 27 percent of the returns

percent The resultant increase in the cost were filed by private foundations Asset

of giving may have had substitution effect on holdings for these organizations amounted to

an individuaPs willingness to contribute $328 billion with nonprofit charitable

Estate tax filings were also affected by Organizations holding 85 percent of the total

provisions of the Tax Reform Act of 1976 that and private foundations holding 15 percent

progressively raised the gross value of the Land buildings and equipment minus accumu
estate required to file to $175000 from lated depreciation represented the largest

level of $60000 in 1975 Charitable bequests asset holding for nonprofit charitable

for those estates not required to file would organizations 38 percent of their total

have higher cost than when the estates were assets while the same asset item represented

taxed only percent of private foundation total

asset holdings Investments in securities
COMPARISON OF FINANCIAL DATA WITH PRIVATE represented 25 percent of nonprofit charitable

FOUNDATION AND NATIONAL ECONOMIC STATISTICS organization asset holdings and 78 percent of

private foundation asset holdings
The growth of nonprofit charitable organiza

tions both absolutely and r1atively is shown Total receipts received for both types of

in Figure As can be seen total revenue and organizations were $205 billion Nonprofit
expenditures grew faster than total assets charitable organizations received $196 billion
which means nonprofit charities expanded their or 96 percent of total receipts and private
charitable activity rather than added to foundations received $9 billion or percent of

capital assets Revenue and expenditures all total receipts Nonprofit charitable organi
grew faster than GNP The growth of the zations with assets in excess of $50000000
nonprofit charitable sector could reflect the received 46 percent of all nonprofit charitable

increasing shift of the overall economy from organization receipts and private foundations

manufacturing to service industry base with assets in excess of $50000000 received
Service industries such as education health 13 prceit of all private foundation receipts
services and social services are the dominant Program service revenue represented 63 percent
activities within the charitable sector of all receipts received by nonprofit charitable

Figure I.-Nonprofit Charitable Organizations 1975 and 1982 Alternative Measures of Sector Change

amounts are in billions of dollars

Percentage
Type of measure 1975 1982 change

Total revenues in 1972 constant dollars $52.1 94.9 82.1%
Total assets in 1972 constant dollars 86.2 135.1 56.7
Total expenditures in 1972 constant dollars 49.8 87.6 75.9

Total revenues divided by GNP 4.2% 6.3% 50.0
Total expenditures divided by GNP 4.0% 5.9% 47.5

Total revenues per capita divided by per capita income 5.9% 9.0% 52.5
Total expenditures per capita divided by per capita income 5.6% 8.3% 48.2

Total revenues divided by revenues of business entities 1.8% 2.5% 38.9
Total assets divided by assets of business entities 2.0% 3.0% 50.0

NOTE Revenue assets and expenditures were converted into 1972 dollars using the GNP price de
flator Per capita income is eaual to GNP divided by U.S population Business entities include

corporations nonfarm partnerships and nonfarm sole proprietorships

Source Business entity data are from the U.S Department of the Treasury Internal Revenue Service
Statistics of Income Division published and unpublished tables GNP price deflator is from U.S
Council of Economic Advisers Economic Report of the President February 1984 224 U.S
population data are from U.S Bureau of the Census Current Population Reports Series P25 and

unpublished data
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Figure J.--Selected Balance Sheet and Income Statement Items of Nonprofit

Charitable Organizations and Private Foundations by Asset Size 1982

figures are estimates based on samples money amounts are in millions of

dollars

Nonprofit Private

Item Total charitable foundations

organi zations

Number of returns 104206 75738 28468

Total assets $327865 $279638 $48227

Selected assets

Land buildings and

equipment net 108162 107077 1512
Investments in securities 107163 69745 37418

Total receipts 205433 196306 9127

Selected receipts

Program service revenue 124486 124373 113

Contributions received 43952 41273 2679
Investment income 13241 9471 3770

Total expenditures 187133 18l299 5834

Program service expenditures 151668 151668 n.a
Contributions gifts and

grants paid 4478 n.a 4478

n.a Not available

organizations Private foundations gross predominantly educational institutions and

profit from business activities most hospitals as shown in Figure One of the

comparable to program service revenue of principal reasons for the growth in assets and

nonprofit charitable organizations represented revenue between 1975 and 1982 may have been

less than percent of total foundation response to reduced governmental spending for

receipts social services Cutbacks in spending for

health and education may have stimulated growth
Total contributions received by both types of in the nonprofit sector especially in the

organizations ampunted to $44 billion larger hospitals and educational institutions

Nonprofit charitable organizations received $41 The most prevalent form of organization were
billion in total contributions or 94 percent of publiclysupported organizations These ac
total contributions and private foundations counted for 67 percent of the organizations
received $3 billion in total contributions or but only 20 percent of total assets

percent of total contributions Total

expenditures amounted to $187.1 billion for Figure shows the differences in the corn-

both types of organizations Nonprofit poruents of the assets and revenue of hospitals
charitable organizations expended $181.3 schools and support organizations Hospitals
billion or 97 percent of total expenditures and have large capital investment in land
private foundations expended $5.8 billion or buildings and equipment while schools and

percent of total expenditures Eightyfour support organizations held fewer assets in

percent or $151.7 billion of nonprofit land buildings and equipment and were more
charitable organization total expenditures were heavily concentrated in investments Con-

spent on program service expenditures tributions gifts and grants accounted for 55

Seventyseven percent or $4.5 billion of percent of the revenue of support organiza

private foundation total expenditures were tions 25 percent of the revenue received by

spent on contributions gifts and grants schools but only percent of the revenue

comparable to program service expenditures of received by hospitals

nonprofit charitable organizations
Education and health services are good ex

ACTIVITIES OF NONPROFIT CHARITABLE ORGANIZATIONS amples of industries that are represented in

the private business sector the government
With respect to assets liabilities revenues sector and the nonprofit charitable sector

and expenses the largest organizations were While there certainly is overlap in general



132

Figure K.--Nonprofit Charitable Organizations Excluding Private Foundations Balance Sheet and

Income Statement Items by Type of Organization 1982

figures are estimates based on samples money amounts are in millions of dollars

Number of Total Total Total Total

Type of organization returns assets liabilities revenue expenses

Total 75733 $279632 $116771 $196300 $181 294
Churches 2/ 2022 2837 915 1517 1255
Schools 8335 73524 13685 35224 29843
Hospitals 5021 93839 45797 91855 87278
Government units 701 1182 443 1242 1201
Hospital research organizations 546 296 229 560 523

Organizations supporting

public college 1057 3400 338 1860 1343
Publicly-supported

organizations 50738 56737 22812 45620 43042

Organizations support

ing charitable

organizations 4893 42418 30764 15586 14267

Organizations testing
for public safety 104 13 93 85

Not reported 2419 4295 1775 2743 2457

1/This classification was derived from Schedule Form 990 Part IV entitled Reason for Non
private Foundation Status
2/Churches are not required to file Form 990 Most of the organizations in this category either

flled voluntarily or misreported their type of organization This estimate is therefore not in
clusive of the majority of religious organizations

Figure --Composition of Assets Revenue Sources by Organization Type 1982

Assets

SchoolSS73.52 billion
Hospitals593.8 billion

Other Support Organizations $56.7 billion

Assets other
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the forprofits target different market than The sample design for the exempt organization

the nonprofits and government providers For study is partially longitudinal in design

example earnings of nonprofit hospitals are Exempt organization returns with $20 million or

used for provision of medical services as more in assets will be included in the sample

opposed to forprofit entities which may dis every year For organizations in this size

tribute their earnings to individual investors class that are added to the sample as result

of growth we wll have data for every year

Figure shows by type of organization that since they were selected and data for the year

hospitals dominated the financial statistics prior to their initial selection We pldn to

for all organizations This type of organi develop an archival file with charitable exempt

zation represented only percent of total organization data utilizing the longitudinal

returns filed but held 34 percent of total data

assets and received 47 percent of total

revenue Publiclysupported organizations such

as the American Cancer Society and the American
In addition to the data from the SOl sample

Red Cross dominated the statistics in terms of we are working with other areas of the Service

the number of returns filed and ranked second to perfect exempt organization administrative

in total revenue received but third in total data for the population of exempt organization

assets This type of organization filed 67 filers The advantages of administrative data

percent of all returns received 23 percent of are that they are economical timely and not

total revenue and had 20 percent of total subject to sampling error The disadvantages

assets Schools ranked second in terms of are limited item content and that the data are

assets held but third in total revenue not subjected to the rigorous data checking

Schools held 26 percent of total assets that SOl studies do
Schools also ranked second in number of returns

filed representing 11 percent of total returns

filed The National Center for Charitable Statistics

NCCS is helping to support the Tax Year 1983

FUTURE PLANS and Tax Year 1985 projects NCCS representa
tives are working with us to augment the 1985

Our future plans call for conducting studies sampling plans to strengthen the sample design

of both 50lc3 nonprofit charitable organi especially in the lower asset size strata Our

zations and private foundations each year current sample is designed to obtain greater

Results for 1982 were published in the Winter numbers of returns in the larger asset classes

19851986 issue of the Statistics of Income As result social welfare organizations

Bulletin Results from which are largely in the lower asset size

be available in the Spring 1987 issue of the classes are not well represented in our sam

SOl Bulletin Because of the effect of Gramm- ple We are working with NCCS to augment the

Rudman on our resources we ill not be sampling frame for social welfare organiza

conducting 1984 exempt studies but will be tions In addition we are working with NCCS

back on our regular annual cycle in 1985 on assigning primary activity codes for each

barring any unforeseen contingencies organization in our 19821983 files

Figure

Selected Financial Items by Type of

Organization 1982

Percent

80

Schools

70

60
Support organizations

30
470/ ____

_D 26% 18%

Number of Total Total

Returns Assets Revenue
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Future SO exempt organization studies are For empirical evidence that ERTA did not

being planned with heightened emphasis placed negatively affect charitable giving see

on developing multipurpose database which Bristol Ralph Tax Cuts and Chari

can be tailored to the needs of broader table Giving Tax Notes July 15 1985

spectrum of data users We are currently pp 323-326

planning pilot and fullscale study of

exempt organizations with unrelated business APPENDIX

income In the Fall of 1986 we will be

obtaining limited information on the population Sample Design

of Form 9901 Exempt Organization Business

Income Tax Return filers from our administra- The data base developed for this article was

tive files We will be checking the quality of constructed by the Statistics of Income Dlvi

data from this file by checking the data sion using the concept of an income year as

against sample of separately edited returns opposed to processing year The income year

We will also be using data from this admin 1982 statistics in this article cover accoun

istrative file to draw national sample of ting periods ending December 1982 through

approximately 2000 returns Results from this November 1983

study will be available in the Fall of 1987

full-scale study based on sample of 7500 The sample size is 4398 organizations The

returns is planned for 1988 with results estimates of nonprofit charitable organizations

available in late 1989 presented here are based on random proba
bility sample of 1982 unaudited information

Our plan is to tie in the file on unrelated returns Form 990 stratified by asset levels

business income with our files of exempt organ- The sample was selected on the basis of size of

ization returns Another planned study is to assets In addition since the 1982 filing

link our Form 990 and 990PF files to Form 941
requfrenent grants an exemption to entities

employment and earnings data that contain
with receipts of $25000 or less this was

charitable employment data Finally our
incorporated as parameter for bypassing these

long-range goal is to use combination of
organizations for sample selection

administrative data and SOl special studies to

answer special requests on timely basis Limitations of the Data

ACKNOWLEDGMENTS
The data presentI hi tiis article are sub

ject to sampling and nonsampling error

The author would like to thank John Sullivan Nonsampling error would stem primarily from

for his technical advice and for his careful
interpretation of charitable organization

research of material for this paper Thanks entries on the Form 990 and the efficiency of

are also due to Cecelia Hilgert and Beth Kilss testing utilized in detecting inconsistencies

for valuable comments made and for reviewing
in the data as well as the quality of tie sub-

and editing drafts of the paper and to Nancy
sequent correction processes When 1982

Dutton for typing assistance through
return was not available 1981 returns were

multitude of drafts
substituted as proxies Sampling rates range

from 1.00 for organizations with $10 million or

more in assets to .0021 for organizations with

assets below $500000 Additionally the

NOTES AND REFERENCES
weighting 0f the data file had to be adjusted

for non-response The low rate of sampling for

lower asset organizations increases the sampling

Riley Margaret Private Foundation
variability for these strata The approximate

Information Returns 1982 Statistics of
coefficient of variation for each sampling rate

Income Bulletin Fall 1985
is shown in Figure

jp 127
Figure l.--Approximate Coefficient of Variation

Heuchan Laura Nonprofit Charitable for Number of Returns by Size of Assets

Organizations 1982 Statistics of Income

Bulletin Winter 1985a6 Vol NoTT
pp 11-40 Size of assets

Sullivan .Jhn and Coleman Michael Approximate Under $500000 $2500000

Nonprofit Organizations 19751978 Sta-
coefficient $500000 under under

tistics of Income Bulletin Fall of variation or blank $2500000 $10000000
Vol NT2 pp

________________

National Council of the Churches of Christ

in the United States of America Yearbook 0.05 50100 11300 5500

of American and Canadian ChurchiT 0.07 40100 9000 4200

pork NY 1983 0.10 28100 6200 2800
0.15 16200 3500 1600

U.S Council of Economic Advisers Eco- 0.20 10200 2200 950

nomic Report of the President
0.30 5000 1050 450

310-311 ______________________________________________



Nonprofit Charitable Organizations 1983

By Cecelia Hilgert

Nonprofit charitable organizations filing returns for 1983 religious-affiliated organizations did file Form 990 and

showed increases in the major sources of revenue and these were included in the data

other financial items reported by these organizations

Total revenues and expenses both rose by more than 14 In 1983 an estimated 89052 of the 279895 organiza

percent over the previous year Fees collected from the tions recognized by the Internal Revenue Service as non

public for services performed program service revenue profit charities filed Form 990 up markedly from the 75738

comprised two-thirds of the total revenue of these organiza- organizations that filed for 1982 These organizations

tions and increased by 19 percent to $147.5 billion Figure were granted tax-exempt status with the qualification that

Contributions received on the other hand comprised their-activities had to be substantially related to the-exempt

only about one-fifth of total revenue and increased by 12 purpose of the organization and had to serve public inter-

percent to $46.4 billion These data were obtained from ests further stipulation was that net earnings could not

Form 990 the information form which is filed by charitable fiow to private shareholder or individual and there were

organizations with annual gross receipts of more than restrictions also on activities to influence legislation Finally

$25000 these organizations could not participate in any political

campaign on behalf of any candidate for political office

Figure A.Selected Data Items for Nonprofit Charitable

Organizations 1982 and 1983 The asset holdings of nonprofit charitable organizations

amounts are in billions ot dollars increased from 982 to 983 by an inflation-adjusted 14

Item 1982 percent to $331.2 billion Four-fifths of the total assets

was held by the percent of the organizations with assets

Number ot returns 75738 89.052 of $10000000 or more Likewise these larger organiza

tions received three-fourths of the total revenue most of the

Contributions gifts and grants 41.3 46.4
$28-billion increase in total revenue over the previous year

Dues and assessments 2.5 3.1

Program service revenue 124.4 147.5 can be attributed to these organizations
with assets of

Total expenses 181.3 207.5

Program service expenses 151.7 173.6 $10000000 or more Figures and present the leading

Management and general expenses 27.4 31.8
organizatiOns in revenues and assets respectively for

Source Data for 1982 are from Statistics of Income Bulletin Winter 1985-86 Volume
983

Number p.21

The Internal Revenue Code classified nonprofit organiza-
Figure

tions into 23 groups certain of which could receive tax Top Ten Section 501c3
deductible contributions those organizations that were ex- Organizations Ranked by Total

empt under section 501c3 received the major share of Revenue 1983
the tax deductible donations Tax-exempt status was typi

cally granted to organizations having purposes that were
amounts are in millions of dollars

religious educational scientific health-related or literary

or that were related to testing for public safety Examples of
Total

the diversity of organizations eting tax-exempt criteria

Name evenue

under section 501c3 were universities hospitals art mu- ---.-

seums YMCA activities community theaters and environ-
Teachers Insurance and Annuity

Association of America $4 118
mental support groups such as the National Audubon

Kaiser Foundation Health Plan 514

Society Data in this article refer only to the tax exempt iieg Retirement Equities Fund 430

section 501 c3 organizations exclusive of private founda- New York City Health and Hospitals

tions hereinafter called nonprofit charitable organiza- Corporation 745

tions Churches including convention of churches Kaiser Foundation Hospitals 322

or an association of churches were not required to file University of Pennsylvania 830

Form 990 and were not included in these data in 1982 American National Red cross 786

there were 338 000 churches in the United States Some _Univerjty9 chicago 781

Sisters of Mercy Health Corporation 771

Stanford University 759

Foreign Special Projects Section Prepared under the direction of

Michael Alexander Chief 135
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--

their own programs rather than rely on contributions and

grC
grants

TOpin Sect.on 501 c3
QJatjns Ranked by Total Ninety four percent of the organizations reporting contri

butions as source of revenue for 1983 had assets of less

than $10 000000 Reliance on contributions was inverselyamounts are in millions of dollars
related to the asset size of nonprofit charitable organiza

tions Figure Thus while organizations with assets of

Name
less than $100000 relied on contributions for 65 percent of

ssets
their total revenue organizations with assets of between

$10000000 and $50 000 000 relied on contributions for

Teachers Insurance and Annuity

Association of America $16 144
only 16 percent and those with assets of $50000000 or

College Retirement Equities Fund 14748
more for only 12 percent of their total revenue

Harvard College 3558
Stanford University 1949
Yale University 1878
Princeton University 1611

Figure

Shriners Hospital for Crippled Components of Revenue by Asset
Children 1480 Size 1983

New York City Health and Hospitals
Percentage 2% 1% iWo

Corporation 1315 ______ ______ ______ ______ ______
Kaiser Foundation Hospitals 1197

100
8% II 8% 10% ii

University of Pennsylvania 1188
90 6% 12%

14%

8O%1/
21% 31%

_________

In contrast as would be expected the large increase in 70

the number of returns filed primarily reflected the increasing

number of organizations with assets of less than
60

$10000000 Organizations of this size filed 84282 returns
50 _______

55%
73Va 73%

for 1983 an increase of almost 13000 over 1982 Organi

zations having $500000 to $1000000 in assets princi- 40

pally publicly-supported organizations showed
65/a 580/

particularly notable rate of increase for 1983 Organiza-
30

tions of this size filed 75 percent more returns than for 1982

reported 58 percent more total revenue and reported 70-
20

30% ______
percent increase in total assets

10

116%1 12%

1983 FINANCIAL CHARACTERISTICS
Under $100000 $1000000 $10000000 $50000000

$1 00.000 Under Under Under or More

$1000000 $10000000 $50000000

Program service revenuethe term used for the fees

collected for the programs operated by nonprofit institu

tionsremained the leading type of revenue received for LJ Dues and Assessments

1983 totaling $147.5 billion and accounting for two-thirds
Program Service Revenue

of their total revenue Program service revenue included
contributions

hospital patient care charges whether paid by the patients

or through Medicare Medicaid or other third-party reim-
Eatimates should be used with caution because of the small

number of sample returns on which they are based

bursement tuition fees and day care charges at educa-
2includes also returns with zero assets or assets not reported

tional institutions admissions to museums concerts or

other performing arts events educational workshop fees

document research fees collected by historical societies Contributions represented 21 percent of the total revenue

charges for athletic programs and housing facilities at YM- of nonprofit charitable organizations The contributions total

CAs and payments received for insurance and retirement was almost equally divided between direct public support

coverage by pension and annuity funds With an increase $20.1 billion and Government grants $22.0 billion The

of nearly 19 percent program service revenue represented nearly $5 billion increase in contributions reported for 1983

slightly greater proportion of total revenue for 1983 than it was divided fairly equally between the smaller organiza

had for 1982 reflecting the increasing need felt by these tions those with assets of less than $10000000 and the

taxLexempt organizations to generate more revenue from larger organizations Figure
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Figure E.Contributlons Received by Nonprofit Charitable Organizations by Asset Size 1983

amounts are in miflions of doltarsi

Contributions Contributions Contributions

Asset size Total contributions received through received through received through

direct support indirect support Government grants

Total $46383 $2o13o $4275 $21978
Under $100000 3316 1.147 31 2137

$100000 under$500000 4510 1128 458 29231

$500000 under $1000000 5241 1547 333 3381

$1000000 under $10000000 10731 4872 1189 4670

$10000000 under$50000000 9798 5763 1214 2821

$50000000 or more 12787 5672 1050 6065

Includes contributions gifts grants and bequests received directly from the public

Includes contributions received indirectly from the public through solicitation campaigns conducted by tundraising agencies

Note Detail may not add to total because of rounding

Total expenses of the nonprofit charitable organizations increased as asset size increased ranging from low of

comprising such functional classifications as salaries and percent for organizations with asset holdings of less than

wages pension plan contributions other employee ber.e- $1000000 to 32 percent for organizations with holdings of

fits legal fees rent interest supplies and travel totaled $50000000 or more

$207.5 billion for 1983 The expenses attributable to pro-

gram services the activities the organization was created to Mortgages and other notes payable were the largest ha-

conduct and which formed the basis of its tax exemption bility item totaling $64.2 billion for 1983 24-percent in-

represented 84 percent of total expenses salaries and crease from 1982 One-third of the nonprofit charitable

wages totaling $68 billion were the .$lnole lamest comno- nrnu7fu0flc rrrrfrf liakil fk
Ii LIO LI 10 Ly

nent of program service expenses Management and gen-

eral expenses relating to the overall Thanagement and The balance sheet of tax-exempt 501 c3 organization

functioning of the organization rather than to the direct con- does not have an owners equity section earnings accrue

duct of prograh-i services or fundraising-ranked second .instead to the net worth/fund balancesection Since these

15 percent of total expenses Fundraising expenses and organizations must operate for the public good their in-

payments to affiliates together comprised only percent of come and assets must be held and used to further the

total expenses Payments to affiliates were payments to or- stated purposes of the organization The net worth fund

ganizations closely related to the reporting agency such as balance total for these organizations did increase to $190.7

support and dues payments by local agencies to their State billion for 1983 up 17 perdent from 1982

and national agencies

TYPES OF ORGANIZATIONS
These percentage relationships werabout the same for

organizations regardless of asset size although organiza-
Figures and display information available on the

tions with holdings of $10000000 or more accounted for

types of nonprofit charitable organizations that filed Form
74 percent of all expenses Organizatibns having assets of

990 This information was based on the section of the return
$500000 to $1 000000 showed the biggest increase in

which asked an organization to supply reason for its not
expenses for 1983 increasing by more than 60 percent

from 192 to almost $8 billion
being classified in the less-favored tax category of private

foundation private foundation is subject to an excise tax

on investment income and to certain types of taxes for ac
Land hIliHinrI an ment accounted for the major

tivities that are not allowed by the Internal Revenue Codem1
proportion of assets held by the charitable organizations

because it has private sources of funding Also the donors
Cash and savings accounts were the second largest corn-

to private foundation have generally lower limit of de
ponent 30 percent of the assets of organizations .with total

assets of less than $1 000000 Investments in securities
ductibility for contributions
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Figure

Educational Institutions Hospitals and Support Organizations as

Percentages of All Nonprofit Charitable Organizations 1983

Percentage

50

40

3C

33%

37%

38%

47%

47% 48%

132%l 32%

Total Total Total Total

Assets Liabilities Revenue Expenses

Educational Institution

Hospital

Support Organization
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Figure G.Selected Balance Sheet and income Statement items by Type of Charitable Organization 1983

IAII figures are estimates based on samplesmoney amounts are in millions of dollars __________________ __________________ _________________ __________________

Total Total Total
rruyan

Total

Type of organization
assets liatrilities revenue expenses

Total $331227 $140505 $224048 $147513 $207532

Church or religious-affiliated organization 3900 1145 2.273 1297 1994

Educational Institution 85841 16598 41.076 24192 36.312

Hospital 109698 53767 104593 93828 99044

Government unit 1342 411 1481 895 1410

Hospital research organization 766 168 525 190 459

Organizationsupportingapubliccollege 4323 959 2138 184 1.664

Publicly-supported organization 70788 29644 55297 17.758 51.877

Organization aupporting charitable organizations 53195 36717 15.515 8594 13697

Organization testing for public safety

Type not reported 1373 736 1150 1075 577

Churches are not required to file Form 990 Most of the organizations in this category either filed voluntarily or misreported their type of organization The estimate is therefore not inclusive of the

majority of religious organizations

None present in the sample

Nole-Detailmaynot-addlolotalbecauseofrounding -- ..- -.-

Three categorieshospitals educational institutions and only 38 percent of the totai revenue of publicly-supported

publicly-supported charities together with organizations charities and organizations that supported such charities

that supported each charitiesdominated the financial sta- Nevertheless this latter group of organizations registered

tistics These organizations had $216.5 billion in revenue the biggest gain in program service revenue rising by

and $319.5 billion in assets or more than 96 percent of the more than $6 billion to $26.4 billion 33-percent increase

total revenue and total assets respectively for nonprofit from 1982 The publicly-supported charities together with

charitable organizations organizations that supported such charities in the asset-size

class of $500000-to-$1 000000 filed 71 percent more re

Hospitals accounted for nearly one-half of total revenue turns for 1983 and as group reported nearly 50 percent

and expenses while publicly-supported charities and orga- more revenue $6.4 billion total and 150 percent more

nizations that supported these charities ranked first in as- program service revenue $1.4 billion total

sets and liabilities Examples of publicly-supported charities

were the American Heart Association Kaiser Foundation Figure shows the contributions received by the three

Health Plan National Geographic Society and United Way major types of nonprofit charitable organizations for 1983

Organizations Examples of organizations which supported Contributions represented 25 percent of the total revenue

public charities were Sisters of Mercy Health Corporation of schools 43 percent of the total revenue of publicly-sup-

College Retirement Equities Fund Teachers Insurance and ported charities together with organizations that supported

Annuity Association and the National Collegiate Athletic such charities but only percent of hospital revenue The

Association total direct support and Government grants components of

contributions to all nonprofit charitable organizations each

The components of assets varied among these major rose from 1982 to 1983 by $2.8 billion while the indirect

types of organizations. Hospitals and educational institu- support segment which consisted of the contributions re

tions held one-half of their assets in land buildings and ceived indirectly from the public through solicitation cam-

equipment with investments ranking as their second larg- paigns conducted by fundraising organizations such as

est category of assets The publicly-supported charities and United Way organization fell by 11 percent to $4.3 billion

organizations that supported these charities in contrast Publicly-supported charities together with organizations

had one-half of their assets in investments and only 25 that supported such charities and educational institutions

percent in land buildings and equipment were the leading recipients of contributions representing

almost 90 percent of the total contributions to all nonprofit

While program service revenue represented two-thirds of charitable organizations Government grants to educational

the combined revenue total for all nonprofit charitable orga- institutions rose by nearly 20 percent for 1983 and by 13

nizations for 1983 this figure varied considerably by type of percent to publicly-supported charities together with orga

organization It was the principal source of revenue for hos- nizations that supported such charities while hospitals re

pitals 90 percent and schools 60 percent but constituted ported negligible increases
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Figure H.Contnbutions by Major Type of Recipient OrganizatIon 1983

Money amounts are in millions of dollars

Total contributions Direct support Indirect support Government grants

Type of recipient organization Percentage Percentage Percentage Percentage

Amount change Amount change Amount change Amount change

1982to1983 1982t01983 1982to1983 1982to1983

Total all charitable organizations $46383 12.4% $20130 16.4% $4275 11.0% $21978 14.6%
Educationalinstitution 10205 16.4 4.496 14.9 333 12.1 5376 20.0

Hospital 2541 7.9 1501 8.6 427 17.3 613 0.3

Support organization 30304 11.4 12273 19.0 3264 15.4 14767 13.2

Includes publicly-supported organizations and organizations supporting charitable organizations

SUMMARY and either 1983 return was secured or determination

was made that there was no 1983 return Resource con-

Nonprofit charitable organizations reported increases in straints necessitated small sample size To compensate
all financial items for 1983 Total revenue and expenses for the fact that not all 1983 returns were secured the sam-

both rose by more than 14 percent from 1982 Revenues pie weight was increased for the asset classes under

received from their operating programs represented the $10000000 For returns of organizations with assets of

major portion of total revenue 66 percent $10000000 or more all of which were to be selected prior-

year returns of the same organization were substituted in

Asset holdings rose by 18 percent from $279.6 billion to some cases and weight of slightly more than one applied

$331.2 billion Organizations with assets of $10000000 or The rates in the sample design ranged from .0021 for re

more accounted for three-fourths of total assets for all non- turns with assets of less than $500000 to 1.00 all returns

profit charitable organizations Land buildings and equip- for returns of organizations with assets of $10000000 or

ment represented 38 percent of total assets due mainly to more Because of the small number of returns in the sample

the predominance of hospitals and educational institutions with assets of less than $100000 such estimates have

been pooled with other classes

Publicly-supported charities and organizations that sup

ported such charities e.g United Way associations Boy Because the data in this article are estimates based on

Scouts and Girl Scouts YMCAs and the American Cancer sample they are subject to sampling and nonsampling er

Society led in total asset holdings and liabilities Hospitals ror To use the statistical data properly the magnitude of

had the highest level of revenues the sampling error should be known The size of the sam
pling error is estimated by the approximate coefficients of

DATA SOURCES AND LIMITATIONS variation CVs as shown in Figure Returns with assets of

$10000000 or more were selected at prescribed rate of

The statistics in this article are based on sample of Tax 100 percent therefore this category is not subject to sam-

Year 1983 Forms 990 filed by organizations classified un- pling error The approximate Cvs shown here are intended

der Internal Revenue Code section 501 c3 and having only as general indication of the reliability of the data For

accounting periods ending December 1983 through No- number other than those shown below the correspond

vember 1984 Forms 990PF filed by private foundations ing CVs can be estimated by interpolation

under section 501 c3 were excluded Calendar-year filers

represented 44 percent of the population while 39 percent

of the noncalendar-year filers had accounting periods end- Figure I.Coefficient of Variation for Number of Returns
Determined for Specified Asset Size Classes

ing in June The sample included 44 group returns

Size of total assets

Coefficient of

The estimates of nonprofit charitable organizations were variation
Unders500000 $2iler

based on random probability sample of 1983 unaudited

information returns stratified by asset level The sample was
7500

drawn from multi-year sample frame of 105391 organiza- 0.050 54.500 13.800 5.700

tions based on the latest return filed by each Conse

quently the sampling frame of 105391 organizations

included some whose last return filed was prior to 1983 for
0.250 7.600 1.800 700

instance terminated organizations and inactive organiza-
Includes returns th no assets or unreported assets

tions sample of 4894 returns was drawn from the frame
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NOTES AND REFERENCES flator 1982100 calculated by the U.S Department of

Commerce Bureau of Economic Analysis For discus

See Data Sources and Limitations section of this sions of the deflator see Department of Commerce
article for description of accounting periods included Surey of Current Business U.S Government Printing

in the 1983 study Office April 1987 Volume 66 Number

Heuchan Laura Nonprofit Charitable Organiza- statistical study of the business income unrelated to

tions 1982 Statistics of Income Bulletin Winter the organizations exempt purpose from the Form

198586 Volume Number pp 2140 990T is planned for Tax Year 1987

See Riley Margaret Private Foundation Profile for See Skelly Daniel Focus on Nonprofit Charitable

1983 Statistics of Income Bulletin Winter 198687 Organizations 1982 Statistics of Income and Related

Volume Number pp 1124 Administrative Research 1986 U.S Department of the

Treasury Internal Revenue Service 1986

National Council of the Churches of Christ in the

United States of America Yearbook of American and See Sullivan John and Coleman Michael Nonprofit

Canadian Churches New York NY 1983 Organizations 19751978 Statistics of Income Bulle

tin Fall 1981 Volume Number pp 638
The total number of organizations from the Internal

Revenue Service Exempt Organizations Business parent organization could file return for affiliated

Master File Monthly Exempt Organizations Statistical organizations that were subject to the parents control

Summary unpublished tables and were tax-exempt under current group exemption

etter Al the organizations on group return had to

All inflation-adjusted figures cited in this article were de- have the same accounting period

rived using the Gross National Product Implicit Price De
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Table 1.Returns of Tax-Exempt Section 501 C3Organizations Selected Income and Balance Sheet Items by Size of Total Assets 1983

All figures are estimates based on samplesmoney amounts are in thousands of dollarsj

______________ ______________
Size of total assets

Under $100000 under $500000 under $1000000 under $10000000 under $50000000 or

Items Total $1000002 $500000 $1000000 $10000000 $50000000 more

_________________________________________
Returns of Section 501C3 organizations ... 89052 34650 23625 10574 15433 3653 1113

Total assets 331226616 1153191 4650584 7236697 53026851 84167245 180992045

Cash non-interest bearing
Number of returns 79337 31500 21000 9172 13605 3108 948
Amount 5177582 195694 400769 403850 915662 1.279372 1982232

Savings and temporary cash investments

Number of returns 61780 19425 17850 8408 12260 2970 864

Amount 28430078 435277 1138774 1265268 6300457 7205393 12084906

Accounts receivable net
Number of returns 40887 7350 11550 6497 11190 3.251 1047
Amount 23.580826 58648 432236 528488 3155484 7708455 11697512

Pledges receivable net
Number of returns 5175 525 525 509 2562 763 289

Amount 3875209 68113 35263 81074 1308796 1318098 1063861

Grants receivable

Number of returns 8.024 3150 1575 1146 1498 436 218

Amount 2167786 40210 163792 149968 938060 379018 496735

Receivables due from officers directors

trustees and key employees

Number of returns 2651 525 1050 127 685 178 84

Amount 212643 348 5122 1420 5689 60607 139455

Other notes and loans receivable net
Number of returns 12205 2100 2100 2038 3810 1561 594
Amount 6276645 5892 38919 118101 685741 1938135 3489854

Inventories for sale or use
Number of returns 20134 2625 5775 2548 5582 2666 937
Amount 3152735 10777 156899 84621 626050 1065942 12084.43

Prepsid expenses and deferred charges
Number of returns 33272 7350 8925 4331 9008 2760 896
Amount 2272661 17704 62026 49309 391886 659111 1092621

Investmentssecurities

Number of returns 17138 2100 2100 2548 7105 2467 817
Amount 82034330 48461 206829 677998 8319665 14309651 58471722

Investmentsland buildings and equipment

minus accumulated depreciation

Number of returns 9429 2.625 3150 382 2285 713 273
Amount 7445320 15732 218099 194651 1591968 1751594 3673272

Investmentsother

Number of returns 8659 525 2100 1401 2867 1254 511

Amount 19947679 5633 99318 210882 1539439 3235204 14857201

Land buildings and equipment minus
accumulated depreciation

Number of returns 50190 10500 14175 8281 12867 3328 1037
Amount 127187031 219556 1538580 3180313 24616003 38096358 59536220

Other assets

Number of returns 40460 9450 10500 7516 9160 2.895 938
Amount 19466086 31135 153953 290747 2631944 5160300 11198006

Total liabilities 140505336 705415 1313774 2215040 21338092 32383454 82549558

Accounts payable and accrued expenses
Number of returns 59819 17325 16800 7644 13528 3436 1084
Amount 18048125 322069 404265 613239 2786716 5355720 8566113

Grants payable
Number of returns 3.970 1050 525 509 1551 249 84

Amount 2344597 283 62899 55975 535480 655497 1034460

Support and revenue designated for

future periods

Number of returns 12409 2625 3675 1656 3656 615 180
Amount 4304999 26486 232819 159648 1474061 1351140 1060842

Loans from officers directors trustees

and key employees
Number of returns 2832 1050 1575 151 47 08

Amount 219657 40367 23888 9167 96282 49952

Mortgages and other notes payable
Number of returns 29808 4725 7875 4713 8931 2661 901

Amount 64229778 215930 464167 974342 13986132 18346086 30.243117

Other liabilities

Number of returns 34556 8925 7875 5350 8.702 276y 934
Amount 51358177 100276 125733 411834 2546534 6578725 41595072

Total fund balances/net worth

Number of returns 88346 34125 23625 10574 15255 3653 1110
Amount 190721279 447775 3336810 5.021657 31688758 51783790 98442487

Total liabilities and fund balances/net worth

Number of returns 88527 34125 23625 10574 15433 3653 1113
Amount 331226616 1153191 4650584 7236697 53026851 84167245 180992045

Total revenue 224047813 5068114 8502146 8236211 35623820 63070897 103546621

Total contributions 46382698 3316005 4509542 5241078 10731424 9798114 12.786531

Contributions gifts and grants received

through direct public support

Number of returns 66942 23100 19950 8281 11599 3071 939
Amount 20129939 1147050 1127948 1547264 4872385 5763076 5672213

Contributions gifts and grants received

through indirect public support

Number of returns 15392 2625 4725 3057 4065 675 243
Amount 4275000 31241 458197 332855 1189028 1213939 1049738

Contributions gifts and grants received

through government grants

Number of returns 24897 8400 7350 3312 4010 1313 511

Amount 21977758 2137712 2923396 3360959 4670010 2821099 6064579

Footnotes at end of table
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Table 1.Returns of Tax-Exempt 501 C3Organizations Selected Income and Balance Sheet Items by Size of Total Assets 19831 ContInued

All figures are estimates based on samplesmoney amounts are in thousands of dollarsj

_____________ _____________
Size of total assets

Under $100000 under $500000 under $1000000 under $10000000 under $50000000 or

Items Total $1000002 $500000 $1000000 $10000000 $50000000 more

_________________________________________________________

Program aervice revenue

Number of returns 55415 19950 14700 5860 10885 3030 987
Amount 147513210 1046302 2914868 2195381 19737934 46000197 75618524

Membership dues and assessments

Number of returns 22211 11.550 4725 2420 3074 358 82
Amount 3116177 323735 441229 169624 718332 753093 710160

Interest on savings and temporary cash

investments

Number of returns 64513 22050 17325 9045 12361 2872 857

Amount 3845825 47630 118204 139175 764087 1054705 1722021

Dividends and interest from securities

Number of returns 17092 2625 4200 2675 4995 1940 655
Amount 5858805 7470 28945 58652 685613 1072139 4005984

Gross rents

Number of returns 14396 2625 3150 2420 4413 1299 487
Amount 1664265 160500 33886 107698 718053 216096 428028

Rental expenses
Numberofreturns 6200 1575 1050 .637 -- 1.951 .687 299--
Amun 980468 98115 27108 113613 392170 127918 221543

Net rental income loss
Number of returns 14388 2625 3150 2420 4.413 1.296 483
Amount 683795 62384 6777 -5914 325883 88180 206484

Other investment income

Number of returns 3218 525 509 1573 422 187

Amount 1146903 738 43224 68033 103882 933024

Gross amount from sale of assets

securities

Number of returns 8132 525 1050 1401 3397 1302 454
Amount 38949396 17629 31738 200205 1895766 6683284 28120772

Cost or other basis and sales expenses
securities

Number of returns 7232 525 525 1274 3347 1154 405
Amount 34228518 12362 30896 166933 1698019 6261865 26058441

Gain lossisecurities

Number of returns 8000 525 1050 1.274 3397 1297 455

Amount 2720877 5267 641 33271 197747 421419 2062330

Gross amount from sale of other assets

Number of returns 7164 525 2100 1019 2131 981 406

Amount 1123463 735 24267 48059 109997 406661 533741

Cost or other basis and sales expenses
other assets

Number of returns 4423 1.050 637 1676 744 315
Amount 694294 10307 66419 37908 262634 317023

Gain lossother assets

Number of returns 6533 525 1575 891 2131 1000 410

Amount 429169 735 13960 18360 72088 144027 216718

Total gain loss from sate of assets

Number of returns 13123 1050 2625 2038 4767 1936 705

Amount 3150047 6002 14801 14911 269835 565446 2279049

Gross revenuespecial fundralsing events

Number of returns 18583 8925 5.250 2038 2006 281 81

Amount 1893932 300190 338035 206317 795800 116121 137466

Direct expenses
Number of returns 15640 1350 4725 1401 1854 238 72
Amount 917254 195903 139731 118328 391007 42252 30030

Net income lose
Number of returns 18697 8925 5250 2038 2133 272 77

Amount 976677 104286 198304 87988 404793 73868 107436

Gross sales minus returns and allowances

Number of returns 16400 3.675 7.875 1274 2463 814 297

AmounI 8059851 123592 403298 48592 1600627 2910170 2975569

Cost of goods sold

Number of returns 14597 3.675 6825 1148 1955 719 275
Amount 3197772 104155 263304 32863 578363 1019944 1199139

Gross profit loss
Number of returns 16400 3675 7875 1274 2463 813 298

Amount 4862079 19436 139993 13729 1022263 1890225 1776430

Other revenue

Number of retums 46706 14700 13650 5733 9186 2615 820

Amou 6511502 134118 129478 278359 697616 1671043 3400972

Total expenses 207531660 5189809 7892137 7991643 33201583 58417329 94839157

Program services

Number of returns 82674 31500 22050 10319 14214 3509 1079

Amount 173579388 4339823 6106422 6727988 27154303 47992308 81258542

Management and general
Number of retums 74500 28350 19425 9172 13530 3072 947
Amount 31760544 706129 1656739 1188198 5600986 9706650 12921839

Fundraising

Number of returns 23902 6825 6825 3185 5078 1476 512

Amount 1779220 124637 74659 74835 423028 542005 540053

Payments to affiliates

Number of returns 3951 1575 1575 127 533 101 38

Amount 392507 19217 54315 620 23264 176365 118722

Excluding Private Foundations

2tncludes zero assets or not reported

Estimate should be used with caution because of the small number of sample returns on which it is based
NoteDetatl may not add to total because of rounding



144
Nonprofit Charitable OrganizatIons 1983

Table 2.Returns of Tax-Exempt Section 501C3 Organizations Selected Income and Balance Sheet Items by State 1983

lAll figures are estimates based on samplesmoney amounts are in thousands of dollars

Selected receipts _____________
Number of Total

Total contributions received Direct public support Indirect public oupport Government grants

State
returns receipts Number Number Number Number

of Amount Amount of Amount of Amount

returns returns returns returns

10

United States total 89052 224047813 72434 46382698 66942 20129939 15392 4275000 24897 21977758

Alabama 332 1743502 321 350313 192 136.143 113 27569 194 186601
Alaska 56 174130 56 149836 55 125642 24194

Arizona 464 1278182 456 380271 455 368504 8086 3680

Arkansas 1036 1393006 506 340618 504 95852 132 35693 134 209073

California 10716 23807773 8367 5008655 7359 2499316 931 661540 2714 1847798

Colorado 366 2269.534 354 349153 174 186540 262 19213 69 143400

Connecticut 1025 4339212 1020 509292 1017 441453 66 21807 44 46032

Delaware 22 607811 18 36463 18 33076 1497 1890

Florida 2776 6242421 2623 1743758 2613 478689 671 78542 1352 1186527

Georgia 1295 3432157 1280 819764 1278 356796 496 64580 283 398389

Hawaii 404 709594 147 134766 146 41069 5281 135 88416

Idaho 138 581739 136 375444 135 49211 119 133 326114
Illinois 3898 15045895 3456 3936812 3397 1065007 1403 487475 2026 2384329
Indiana 2465 4902977 2318 911370 1260 258235 549 8448 1628 644687
Iowa 943 1629875 941 301917 940 143046 188 11078 86 147792

Kansas 569 1370479 566 244714 566 112799 64.4 547 131271

Kentucky 1044 1927510 859 264338 331 134198 62 10811 602 119329
Louisiana 740 2167734 734 739243 605 255.314 8173 663 475756
Maine 553 744929 552 38157 551 20528 531 12637 13 4992

Maryland mci D.C 4235 8658379 1895 2214975 1834 823282 154 266227 440 1125466

Massachusetts 4611 11964830 3024 4008089 3015 1233181 328 56073 1741 2718834

Michigan 2475 7698572 2313 608610 1.728 354937 349 51014 575 202659
Minnesota 1578 3231929 1041 787525 1040 342621 147 115447 290 329458

Mississippi 737 1371163 731 131473 724 49340 529 33813 193 48319
Missouri 2495 5372798 1.302 1100645 1296 461335 251 79490 317 559820

Montana 16 320154 13 7001 13 4876 502 1624
Nebraska 161 871698 30 83815 27 65616 10 5976 13 .12224
Nevada 105 407183 105 16474 105 14568 51 1906
Now Hampshire 334 816986 333 119947 332 114.137 131 1405 4404
New Jersey 3261 6.904926 2972 1071305 2967 386579 1164 204883 1118 479844

New Mesico 17 461377 12 16325 11 9380 2149 4797

Now York 9942 31261534 8167 6345557 7.715 3153120 1106 1009377 4469 2183059
North Carolina 1875 4517106 1868 1322948 1737 606532 677 155856 883 560560
North Dakota 18 592.257 16 12806 14 11517 715 574

Ohio 4380 10715207 4185 2403923 3518 696549 1151 248477 1.057 1458896

Oklahoma 1215 2060013 898 329863 897 215897 3074 62 110893

Oregon 2630 2228782 2442 277117 2313 225482 259 21444 142 30190

Pennsylvania 5226 18558.118 4237 2279166 4221 1310764 831 119727 1121 848676
Rhode Island 1131 1200.180 1129 171929 1125 102634 55646 14 13649

South Carolina 94 958215 88 118425 85 79460 60 15587 14 23378

South Dakota 449 830790 448 33258 448 26503 127 4616 2139
Tennessee 1636 3038715 1496 542633 1494 345354 669 83373 27 113905
Texas 5664 9288256 4201 2276545 4063 1475379 989 124633 1291 676533
Utah 761198 24207 23976 28 203
Vermont 192 381281 191 21249 191 17418 74 3758

Virginia 1648 4043076 1.637 750078 1633 559565 29 37706 213 152.807

Washington 1812 2778004 757 185307 755 127621 144 13122 28 44564
West Virginia 740 1136375 736 182270 607 24720 56 14874 141 142676
Wisconsin 1448 3652786 1391 276139 1385 201068 719 54751 27 20320

Wyoming 9522 2613 2578 35

Foreign3 74 3587941 61 2025597 46 262533 29840 40 1733224

Footnotes at end of lable
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Table 2.Returns of Tax-Exempt 501C3 Organizations Selected Income and Balance Sheet Items by State 1983Continued

tAll figures are estimates based on samplesmoney amounts are in thousands of dollarsi

Selected receipts Continued Selected eupenses

Membercpi2 dunn und

State Program service revenue assessments Total Program service Fundraising

Number of Number of eopenses Number of Number ot

returns Amount returns Amount returns Amount returns Amount

II 12 13 14 15 16 17 18 19

United States total 55415 147513210 22211 3116177 207531660 82674 173579388 23902 1779220

Alabama 321 1096379 106 40735 1645926 326 1253528 69 7154
Alaska 10603 123492 56 100637 54 6004

Arizona 328 678842 129 7598 1201659 481 1036582 182 19885

Arkansas 1035 956.984 1321.942 1036 1062772 184 9925

California 4812 16403996 3215 536556 22141004 9414 18368434 2700 197227

Colorado 227 1696029 10 44646 2081865 364 1809134 148 24627

Connecticut 762 3388584 538 42297 4006251 1022 3325985 418 36842

Delaware 17 403346 4758 538505 21 444424 1902

Florida 2321 3694185 536 13870 5705518 2769 4594525 428 23578

Georgia 1097 2077902 656 54584 3060264 1293 2574091 365 27271

Hawaii 146 367988 472 644089 277 450656 138 2309
Idaho 11 196178 625919 138 586410 826

Illinois 2579 9117902 312 350071 14008658 3767 11999472 2037 160206
Indiana 1401 3465024 13 49630 4619831 2462 4009635 93 17197

Iowa 409 1131891 259 53567 1506160 942 1184918 29 9365

Kansas 567 1019144 670 1205260 569 1015147 23 4994

Kentucky 329 1440129 530 3356 1745856 514 1453981 124 13593

Louisiana 555 1273267 1955034 210 1351705 60 12321

Maine 27 658772 683487 24 552496 2854

Maryland md DC 2745 4625425 2482 668227 7898968 3654 6706662 115 51942

Massachusetts 2720 6756808 775 26.095 11184370 4477 9644064 581 113995

Michigan 1932 6265246 276 140416 7302396 2472 5604588 838 31114
Minnesota 915 2103172 661 26768 2978875 1578 2662219 301 25326

Mississippi 77 1099840 127 1651 1261329 736 1132030 1615
Missouri 1707 3624564 185 60511 4869745 2491 4208623 294 20967

Montana 15 286710 2891 292562 16 246891 1178

Nebraska 29 64-4159 1353 752988 34 612777 17 11033

Nevada 105 319771 11 426.027 105 396.743 52 397

New Hampshire 206 620897 127 3042 721083 333 563499 193 12.372

New Jersey 2582 4683495 1195 98745 6619753 3.103 5009994 1236 56428

New Mexico 10 260278 415832 15 330994 430

New York 6591 18020630 3319 395779 29728.616 9280 26039912 3974 383687

North Carolina 1557 2855451 54 4024172 1824 3621775 272 24195

North Dakota 18 564.675 567952 17 473192 342

Ohio 2190 7255.811 602 95430 9.803.391 3323 7962651 1330 35830

Oklahoma 260 1338148 2610 1852594 1157 1481366 18 7767

Oregon 1571 1773969 130 3377 2158947 2628 1710544 589 24388

Pennsylvania 3.623 14806805 1337 31531 17525400 5165 15047432 1823 168170

Rhode Island 602 800976 579 45715 1049204 1131 918.571 538 5954

South Carolina 87 681636 53 21427 848504 93 662555 20 3554

South Dakota 449 753357 255 21857 781324 449 681383 1079

Tennessee 1624 2128405 526 6018 2640798 1632 2265613 942 27918

Texas 3682 5445599 1501 141474 8097052 5396 6375619 1386 80929

Utah 526942 670734 609.632 554

Vermont 192 327588 34 348812 192 279872 2025

Virginia 577 2.707894 662 22162 3550618 1644 2786262 424 61702

Washington 1279 2390.689 132 3223 2582718 1809 2156186 1077 11567

West Virginia 208 769554 577 9361 1059785 737 938902 536 5753

Wisconsin 865 2976.303 361 20547 3387706 1446 2848612 214 11084

Wyoming 2.956 6678 5.082 249

Foreign3 43 1018312 11 63044 3292009 64 2418612 22 17594

Footnotes al end of table
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Table 2.Returns of Tax-Exempt 501C3 Organizations Selected Income and Balance Sheet Items by State 1983Contlnued

IAII figures are estimates based on samplesmoney amounts are in thousands of dottarsj

Information items

Total assets Total lund baiancesloet woith

Number of Liabilities Number of

returns Amount returns Amount

20 21 22 23 24

United States total 88527 331226616 140505336 88346 190721279

Alabama 332 2725349 1033919 332 1691430
Alaska 56 319112 157379 56 161733
Arizona 464 2051022 1292920 464 758101
Arkansas 1036 1993054 798116 1036 1194938
California 10.716 27121085 10934995 10665 16186090

Colorado 366 3030822 973493 366 2057329
Connecticut 1025 7278770 1512186 1025 5766584
Delaware 22 1428852 331418 22 1097433
Florida 2776 8929773 3456005 2776 5473768

Georgia 1295 5707726 1516242 1295 4191484

Hawaii 404 1722129 555862 404 1166268
Idaho 138 488164 146704 138 341460
Illinois 3898 17581022 6652964 3898 10928058
Indiana 2465 6712987 2845399 2465 3867588
Iowa 943 2813495 1191372 943 1622122

Kansas 569 1640044 576281 569 1063763
Kentucky 1044 3620074 1348101 1044 2.271973
Louisiana 740 2895787 1208255 740 1687533
Maine 553 1019329 359828 553 659501
Maryland IncI D.C 4235 11654422 4.572550 4235 7081872

Massachusetts 4611 18440159 5523179 4611 12916980
Michigan 2.475 9123174 4152505 2475 4970669
Minnesota 1578 4534977 1.945596 1578 2589381
Mississippi 737 1681617 554734 737 1126883
Missouri 2495 7891 .587 2851233 2495 5040354

Montana 16 411434 213538 16 197896
Nebraska 161 2058.016 682820 161 1375196
Nevada 105 722130 310.828 105 411302
New Hampshire 334 1546470 481769 334 1064701
New Jersey 3261 10979120 5020382 3261 5958738

Now Mexico 17 786504 413832 17 372672
New York 9.417 62635012 42479369 9414 20155643
North Carolina 1875 6449695 1777803 1747 4671892
North Dakota 18 684448 410638 18 273810
Ohio 4380 14075206 5514088 4380 8.561118

Oklahoma 1215 4447272 1165937 1215 3281335
Oregon 2630 2656739 1210973 2630 1445765
Pennsylvania 5.226 22117923 8053944 5226 14063979
Rhode Island 1131 1943204 613366 1131 1329839
South Carolina 94 1628914 610194 94 1018720

South Dakota 449 1449991 836981 449 613010
Tennessee 1636 4398345 1362215 1636 3036130
Texas 5664 14486624 5061925 5.664 9424699
Utah 1231472 426311 805161
Vermont 192 858929 272426 192 586502

Virginia 1648 6278357 1787646 1648 4490711
Washington 1812 3569329 1517961 1812 2051368
West Virginia 740 1500049 545311 740 954737
Wisconsin 1448 5965921 2082896 1448 3883025
Wyoming 77452 41660 35792

Foreign 74 .58157 1119283 74 4744244

Excluding Private Foundations

2Less than $500

Notes Detail may not add to total because of rounding

Includes entilies organized outside the United States that have received tan-exempt recognition
under Internal Revenue Code section 501cX3 and that conduct part of their activities in the

United States
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By Cecelia Hilgert and Susan Mahler

Nonprofit charitable organizations those exempt tions and environmental support groups There is

under Internal Revenue Code section 501 c3 that the
stipulation that net earnings cannot flow to

filed returns for 1985 reported revenues of $268.4 private shareholder or individual and there are

billion of which nearly two-thirds $167.9 billion was restrictions on activities to influence legislation In

derived from the organizations program activities addition these organizations cannot participate in

Contributions gifts and grants represented another any political campaign on behalf of any candidate for

21 percent of total revenues $55.8 billion Fig- political office

ure Total expenses were $244.2 billion of which

$206.6 billion was for the programs conducted Data The Internal Revenue Code classified tax-exempt
were obtained from the Form 990 Return of Or- nonprofit organizations into 25 groups certain of

ganization Exempt from Income Tax total of which could receive tax-deductible donations

106449 organizations of the 310000 recognized Those exempt under Code section 501c3 receive

by the internal Revenue Service IRS were required the iargest part of tax-deductible donations and they

to file returns are the largest providers of philanthropic goods and

services Data in this article refer only to those

section 501 c3 organizations that are not private

Figure A.Setected Data for Nonprofit Charitable
foundations Churches including also conven

Organizations Reporting Years 1982 1983 and 1985 tion of churches or an association of churches were

figures are estimatesmoney amounts are in billions of dollars
not required to file Form 990 and are not included in

these data Asset holdings for nonprofit charitable

organizations totaled $423.5 billion for 1985 When

Number of returns. 75738 89052 106449
using inflation-adjusted figures assets increased by

Tot assets $279.6 $331.2 $423.5 20 percent over the 1983 level the last year for which

Contnbubons gifts and grants
data are available Most of the assets 84 percent

124.4 147.5 167.9 were controlled by organizations with holdings of

Totexpenses $10000000 or more representing only percent of

Fundraising services 1.7 1.8 2.2 the organizations filing returns See Figure
Management and genera expenses 27.4 31.8 34.6

These same organizations also received three-

quarters of the total revenue $206.8 billion Figures

and present the top 10 501 c3 organizations

in terms of revenues and assets respectively for

Organizations that are tax-exempt under the Inter- 1985
nal Revenue Code section 501 c3 include those

with purposes that are religious charitable educa- Nearly one-half of the returns filed were by or

tional health-related or scientific or are for the ganizations with assets of less than $100000 this

purpose of testing for public safety Their activities asset-size class had 46056 returns an increase of

are restricted only in that they must be substantially
64 percent from 1983 By comparison the 5266

related to the exempt purpose of the organization returns of organizations with assets $10000000 or

and they must serve the public as opposed to more were 10 percent higher than for 1983 Califor

private interest Examples of the types of organiza- nia and New York were the leading states in terms of

tions that meet this criteria are universities and the number of returns filed with 12214 and 11436
schools hospitals youth organizations United Way respectively Table presents complete data by

campaigns community performing-arts associa- state

Foreign Special Projects Section Prepared under the direction of Michael Alexander Chief 147
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Figure B.Nonprofit Charitable Organizations by Asset Size Reporting Year 1985

Money amounts are in millions of dollarsi
______________________

Asset size Number of rotrns Percent 1baJ assets Percent

Tolal 106.449 100.0 $423544 100.0

UnderSl00000t2 46056 433 1480 04

$100000 under $500000 29088 273 6.075 1.4

$500.000 under $1 .000000 9450 8.9 6704 16

$1.000.000under$10000000 16589 15.6 53.191 126

$10000.000 under $50000000 3777 3.6 65813 20.3

$50000.000 or more 489 .4 270281 63.8

Eslimates should be used with caulion because of the small number of sample returns on which may are based

Includes also returns wth zero assets or assets not reported

NOTE Detail may not add to totst due to rounding

Figure Figure

Top Ten Section 501 Top Ten Section 501

Organizations Ranked by Total Organizations Ranked by Total

Revenue1985 Assets1985
amounts are in millions of dollars amounts are in millions of doflars

Total
Total

Name Revenue Name Assets

College Retirement Equities College Retirement Equities
Fund $7983 Fund $24 146

.F
Teachers Insurance and Annuity Teachers Insurance and Annuity
Association of America 034

Association of America 23159

Kaiser Foundation Health Plan Harvard College 5345

New York City Health and Yale University 2934
Hospitals Corporation 2016

Stanford University 2866
Harvard College 1706

Columbia University 2139
Kaiser Foundation Hospitals 1624

Princeton University 2131
Stanford University 1098

Kaiser Foundation Hospitals 2051
California Institute of Technology 085

Cornell University 967
University of Pennsylvania 1009

Common Fund for Nonprofit
American National Red Cross 972

Organizations 1888

1985 FINANCIAL CHARACTERISTICS collected by museums or community performing-

Revenue arts events YMCNYWCA activity fees and pay
ments received for insurance and retirement

The programs operated by nonprofit charitable
coverage by selected pension and annuity funds

organizations in support of their exempt purposes Program service revenue represented 63 percent of

generated $167.9 billion for 1985 This source of total revenue slightly less than the 66 percent
revenue--program service revenue--included tui-

reported for 1983
tion and fees at educational institutions hospital

patient care charges whether paid by patients or As shown in Figure the smaller organizations

through third-party reimbursements admission fees relied on program service revenue i.e fees less
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Figure

Components of Revenue by Asset Size 985

Percentage

110

4% 3% 4% 1% 1%

7% 7% 12% 11%
19%

Under $100000 $1000000 $10000000 $50000000

$100 000
12

under under under or more

$1000000 $10000000 $50000000

Other

Dues and Assessments

Program Service Revenue

Contributions

Estimates should be used with caution because od the small number of returns on which they are based

2lncludes also returns with zero assets or assts not reported

%W%

than the larger organizations did This source ac- Figure shows that direct contributions were

counted for one-third of total revenue of the or- evenly divided between $25.3 billion in Government

ganizations with assets of less than $1 000000 as grants and $24.8 billion in direct public contributions

compared to one-half ofthe revenue of the organiza- Indirect public support totaed $5.7 billion

tions with holdings of between $1000000 and Governnent grants represented greater proportion

$10000000 and over two-thirds for organizations of the total revenue of the smaller organizations For

with holdings $10000000 or more organizations with assets of less than $1 000000
these grants were 35 percent of total revenue and 62

Contributions comprised the same proportion 21 percent of total contributions received For organiza

percent of total revenue as for 1983 This was the tions with assets of $10000000 or more however
most frequently reported type of support shown on Government grants represented just percent of

four-fifths of the returns.This type of support was total revenue This low percentage was because of

most important to the smaller organizations ac- the predominant effect of the program service

counting for more than one-half of the total revenue revenue received by these organizations
of organizations with assets of less than $1000000
but decreasing to just 18 percent of the revenue of Direct public support was 44 percent of the total

organizations with assets between $10000000 and contributions Generally the organizations with

$50000000 and 13 percent of the revenue for or- larger asset holdings benefited more from this type

gartizations with assets $50000000 or more of support Organizations with asset holdings of
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Figure F.Contrjbutions Received by Nonprofit Charitable Organizations by Asset Size Reporting Year 1985

amounts are in millions of dollarsj
________________________________________________

suet size
Total

Contributions Contributions Contributions

cetsutions
received throuWl received

througt
received through

direct support indirect supped Government grants

121 13

Total $55771 $24750 $5699 $25321

Under $100000- 3392 1524 192 1.677

$100000 under $500O00 5638 1492 628 3518

$500000 under.$1000000 6080 1518 325 4237

$1000000 under $10000000 11678 5471 1465 4743

$10000000 under $50000000 10348 6061 1355 2933

$50000000 or more 18633 8686 1734 8.213

Includes contributions gifts grants and bequests received directly from the public

Includes contributions received indirectly from the public through solicitation campaigns conducted by fundraising agencies

Estimates should be used with caution because of the small number of sample returns on which they are based

Includes also returns with zero assets or assets not reported

NOtE Detail may not add to total because of rounding

between $10000000 and $50000000 reported though organizations with assets of less than
direct public support equalling 59 percent of total $500000 filed 71 percent of the returns with expenes
contributions while those organizations with hold- reported Table presents detailed data on expenes
ings greater than $50000000 had this type of sup
port amounting to 47 percent of total contributions Assets and Liabilities

In contrast the organizations with assets less than

$1000000 reported direct public support compris-
Land buildings and equipment represented the

ing 30 percent of their contributions total
major asset holdings of nonprofit charitable or

ganizations $143.3 billion accounting for one-third

Indirect public support the revenue received
of total assets For organizations with assets of

through solicitation campaigns conducted by
$10000000 or more land buildings and equipment

federated fundraising agencies was 10 percent of
represented one-third of their total holdings For

total contributions The percentage of total contribu-
organizations with assets of between $1000000

tions that this support comprised did not vary sub-
and $10000000 they accounted for 43 percent

stantially between different size organizations
However for organizations with assets $50000000
or more investments in securities was the largest

Expenses
single component of assets $90.6 billion For

smaller organizations--those with assets of less than

Expenses of nonprofit charitable organizations $500000--cash and savings represented 43 percent

including such classifications as salaries and wages
of their total holdings $3.2 billion

pension plan contributions other employee benefits

interest and rent supplies and travel totaled $244.2 Mortgages and other notes payable were the

billion for 1985 The expenses that were attributable
largest single liability item $78.2 billion for 1985

to the specific program activities for which the or-
Organizations with assets $50000000 or more rep

ganization was created and which were the basis of
resented 59 percent $46.2 billion of that total and

the tax exemption represented 85 percent of the
organizations with asset holdings between

total This was one percentage point greater than
$10000000 and $50000000 accounted for an ad-

program service expenses had represented of total
ditional 23 percent $18 billion

expenses in 1983 Salaries and wages were $73.2 The balance sheet of tax-exempt section
billion one-quarter of total program expenses 501 c3 organization does not have an owners

Management and general expenses which per-
equity section instead earnings accrue to the net

tamed to the overall direction of the organization
worth/fund balance section The net worth/fund

rather than to specific programs were $34.6 billion
balance total for these organizations was $237.2

representing 14 percent of total expenses Fundrais-
billion 56 percent of total assets for 1985 In ex

ing expenses and payments to affiliates together
change for tax exemption these organizations forfeit

comprised only percent of total expenses Pay-
the privilege of paying dividends on invested capital

ments to affiliates were payments to organizations
This is an important difference between the nonprofit

closely related to the reporting agency such as
charitable organizations and for-profit commercial

support and dues payments by local agencies to
entities

their State and national agencies TYPES OF ORGANIZATIONS

Organizations with assets of $10000000 or more Figures and display information available

accounted for three-fourths of all expenses even on the types of nonprofit charitable organizations
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-\ Selected Financial Data by Major Type of Nonprofit Charitable Organization 985

Number of Returns 106449 Assets $423 BIllion

Public ther

___________________________________________________________________

Contributions Received
Revenues $268 BIllion

$55 BillIon

Figure H.Selected Balance Sheet and income Statement items by Type of Charitable Organization Reporting Year 1985

tAll figures are estimates based on samplesmoney amounts are in millions of dollarsj

Type of organrzation libes renenue expenses

Total all charitable organizations $423544 $186390 $268390 $167893 $244214

Church or religious-affiliated organization 3201 1227 2999 1650 2941

Educational institution 109820 21.725 51184 28809 42350

Hospital 135877 67530 115239 102398 107914

Governmental unit 2052 737 1961 1027 1866

Hospital research organization 1587 361 803 267 718

Organization supporting public college 4894 799 2095 361 1.519

Publicly-supported organization 88015 37.829 70789 25.626 66174

Organization supporting charitable organizations 76.924 55686 22703 7.460 30203

Organization testing for public salety 189 24 141 134 123

Type not reported 985 472 471 161 406

Churches are not required to tile Form 990 Most of the organizations in this category either filed voluntarily or misreported their type of organization The estimate is therefore not inclusive of the majority

of religious organizations

NOFE Detail may not add to total because of rounding
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that filed Form 990 for 1985 This information was Insurance and Annuity Association YMCA Retire-

based on the section of the return that asked an ment Fund and Julliard Musical Foundation had

organization to supply reason for its not being nearly two-thirds of their total assets in investment

classified in the less-favored tax category of private securities and only percent in land buildings and

foundation private foundation is subject to an equipment

excise tax on investment income and to certain types

of taxes for activities that are not allowed by the As would be expected program service revenue

Internal Revenue Code because it has private
was the principal source of revenue for hospitals 89

sources of funding percent of total revenue and also for educational

institutions 56 percent but it was only 36 percent

Hospitals educational institutions and publicly- for publicly-supported organizations These latter

supported organizations were the major categories organizations derived one-half of their total revenue

of nonprofit charitable organzations in terms of from contributions Figure details the types of con-

returns assets revenue and contributions received tributions received by the major types of charitable

See Figure This latter group is comprised of organizations Nearly two-thirds of all contributions

other qualified organizations that are operated for was received by the publicly-supported organiza

purposes that are beneficial to the public interest and tions with Government grants and direct public sup-

that receive support from broad cross-section of port comprising 88 percent of their contributions

the public Examples of this type of organization
total For these organizations the ones with assets

included United Way campaigns American Cancer of less than $10000000 accounted for two-thirds of

Society community foundations Corporation for the contributions received although they accounted

Public Broadcasting and the Humane Society of for 98 percent of the returns filed Educational institu

America Together the assets of these three types
tions received one-fourth of their total revenue

of organizations totaled $333.7 billion their revenue through contributions Hospitals on the other hand

$237.2 billion They represented 79 percent and 88 depended on contributions for just percent of total

percent respectively of the totals for all the nonprofit revenue

charitable organizations

Hospitals accounted for 43 percent of total
SUMMARY

revenue and 32 percent of total assets but only For 1985 nonprofit charitable organizations

percent of the number of returns While publicly-sup- reported total revenues of $268.4 billion Of that the

ported organizations comprised 69 percent of the fees collected for program services--those activities

total returns filed they accounted for only 26 percent conducted in support of the purpose for which tax

of total revenue and 20 percent of asset holdings exemption was granted--accounted for 63 percent

Educational institutions accounted for 11 percent of Asset holdings were $423.5 billion of which land

returns but ranked second in terms of assets with 26 buildings and equipment accounted for 34 percent

percent of the total

The largest asset holdings for these three major Contributions were $55.8 billion This source of

types of organizations were land buildings and revenue was particularly important to organizations

equipment representing 46 percent of hospital as- with smaller asset holdings those with holdings of

sets 40 percent of the assets of educational institu- less than $1000000 depended on contributions for

tions and 34 percent of the assets of publicly-sup- one-half of their support Expenses totaled $244.2

ported organizations In contrast organizations that billion of which 85 percent was in support of the

supported public charities of which examples in- program services that formed the basis of the

cluded College Retirement Equities Fund Teachers organizations tax exemption

Figure 1.Contributions Received by Major Type of Recipient Nonprofit Charitable Organization Reporting Year 1985

All figures are estimates based on samplesmoney amounts are in millions of dollarsI

Totatcontnbubons
Direct support Indirect support Government grants

Type of organization

Amount
Pege unt Amowu Pe Amount Pege

21 Il

Total all charitable organizations $55771 100.0 $24750 100.0 $5 699 1000 $25 321 1000

Educational institution 12310 22.1 5580 22.6 462 8.1 6268 24.8

Hospital 2641 4.7 1712 6.9 179 31 751 30
Publicly-supported organizalion 34.833 62.5 13960 72.8 148 728 16725 66

Organization supporting public

charities 2.290 4.1 1728 5.3 299 5.3 263 1.0
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total of 106449 returns were filed with publicly- Figure J.Coefficient of Variation for Number of Returns

supported charities accounting for 69 percent of the Determined for Specified Asset-Size Classes

total Hospitals as group led in both revenues Coefficient Under $500000
of $500000 under older

and assets vailation or btank $2500000 $10000000

DATA SOURCES AND LIMITATIONS 0.025 80800 17600 5300

0.050 61600 13700 2600

The statistics in this article are based on sample 0.075 44100 10000 1400

0.100 31600 7200 800

of Tax Year 1985 Form 990 Return of Organization 0.150 17400 4000 400

0.200 10700 2500 200

Exempt from Income Tax filed by organizations clas

sified under Internal Revenue Code section 501 c3
and having accounting periods ending December

1985 through November 1986 Forms 990-PF filed shown below the corresponding CVs can be es

by private foundations under section 501 c3 were timated by interpolation

excluded. Calendar-year-filers represented 44 per-

cent of the population while 56 percent of the non- NOTES AND REFERENCES

calendar-year filers had accounting periods ending See Hilgert Cecelia Nonprofit Charitable Or-
in June The sample included 48 group returns

ganizations 1983 Statistics of Income Bulletin

Winter 1985-86 Volume Number
The estimates of nonprofit charitable organiza

tions were based on random probability sample of The total number of tax-exempt organizations

1985 unaudited information returns stratified by including those not required to file Form 990
asset level.The sample was drawn from multi-year was obtained from the Internal Revenue Service4. ri4 41..

II II VI VV VI uILQUJI ua.i us txempt Organizations Business Master File

latest return filed by each Consequently the sam- Monthly Exempt Organizations Statistical Sum
pling frame of 123501 organizations included some mary unpublished tables

whose most recent return filed was for year prior

to 1985 The rates in the sample design ranged from See Riley Margaret Private Foundation

.0021 for returns with assets of less than $500000 Returns 1985 Statistics of Income Bulletin

to .00 for returns of organizations with assts of
Summer 1989 Volume Number

$10000000 or more sample of 6526 returns was All inflation-adjusted figures cited in this article

drawn from the frame and either 1985 return was were derived using the Gross National Product

secured or determination was made that there was
Implicit Price Deflator 1982 100 calculated

no 1985 return For the final study sample to corn- by the U.S Department of Commerce Bureau

pensate for the fact that not all 1985 returns were of Economic Analysis and published in the

secured the sample weight was increased for the Economic Report of the President 1989
asset classes under $10000000 For returns of

organizations with assets of $10000000 or more all
For additional information see Gross Malvern

of which were to be selected prior-year returns of Jr and Warshauer William Jr Financial

the same organization were substituted in some and Accounting Guide for Nonprofit Organiza

cases and in other instances weight of slightly
tions 3rd ed John Wiley Sons 1983

more than one applied to compensate for other See Mahler Susan and Skelly Daniel Non-
cases in which neither the current or prior year 1.i Qrganization L.li..uw UIPd JUR IIQIJl

returns was located
Change 1975-1985 Statistics of Income and
Related Administrative Research 1989 U.S

Because the data in this article are estimates
Department of the Treasury Internal Revenue

based on sample they are subject to sampling and
Service

nonsamping error To use the statistical data proper

ly the magnitude of the sampling error should be parent organization could file return for

known The size of the sampling error is estimated affiliated organizations that were subject to the

by the approximate coefficients of variation CVS as parents control and were tax-exempt under

shown in Figure The approximate CVs shown current group exemption letter All the organiza
here are intended only as general indication of the tions on group return had to have the same

reliability of the data For number other than those accounting period
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Table 1.Returns of Tax-Exempt Section 501 C3 Organizations Selected Income and Balance Sheet Items by Size of

Total Assets 1985

All figures are estimates based on samplesmoney amounts are in thousands of dotlaraj

Size of total assets

Items Total
$100000 $500000 $1000000 $10000000

Under23 under under under under
$100000

ssooooo $oooooo siooooooo $50000000
or more

31

Returns of section 501C3 organizations 106449 46056 29088 9450 16589 3711 1489

Total assets 423544289 1479862 6074793 6704112 53191111 85813060 270281351

Cash non-interest bearing

Number of returns 88948 37330 25210 8297 13960 3016 1136

Amount 9529486 306172 701668 565843 1314080 1597145 5044579

Savings and temporary cash investments

Number of returns 75559 30058 21331 7.260 12730 3020 1161

Amount 37321380 587926 1632274 1135129 7219825 8069952 18676275

Accounts receivabte net
Number of returns 51682 18.422 11150 5992 11431 3298 1388

Amount 28582382 125.397 631081 630987 2762441 7.464.554 16967921

Pledges receivable net
Number of returns 5093 485 485 346 2.714 727 337

Amount 4308883 11209 41765 40565 1387535 1457532 1370277

Grants receivable

Number of returns 6701 1939 970 1363 1653 468 288

Amount 2310367 42222 48753 171868 745022 521043 781458

Receivables due from officers directors trustees

and key employees

Number of returns 2734 485 1454 115 373 191 115

Amount 517512 4152 11619 3174 14.375 72685 411508

Other notes and loans receivable net
Number of returns 16068 2424 4363 2535 4291 1654 800

Amount 9.471027 28.697 264783 111280 1355338 2027800 5683128

Inventories for sale or use

Number of returns 21677 4363 4848 2766 5922 2.575 1203

Amount 3136456 19685 106212 82368 450018 888273 1589901

Prepaid expenses and deferred charges

Number of returns 33588 6302 9696 4264 9364 2768 1194

Amount 3161384 7.181 72.949 60972 324963 768443 1926876

Investments-securities

Number of returns 15416 485 1939 2074 7.432 2.460 1025

Amount 116915993 251 324657 613396 8.946.655 16408687 90622367

Investmentsland buildings and equipment

minus accumulated depreciation

Number of returns 8904 1.939 2909 1037 1964 722 332

Amount 7425487 9775 218964 276654 1442655 1761.064 3716375

Investmentsother

Number of returns 7320 485 1454 807 2669 1235 670

Amount 30406604 5202 254493 151795 1889039 3571225 24534851

Land buildings and equipment minus

accumulated depreciation

Number of returns 62929 19392 17938 7030 13798 3395 1.377

Amount 143335753 324358 1661489 2643248 22.857699 35594465 80254494

Other assets

Number of returns 37370 10666 7272 5301 9861 2988 1282

Amount 27121562 7631 104080 216831 2481465 5610212 18701343

Ibtal liabilities 186389508 998857 1978533 2357913 20259930 32497825 128296449

Accounts payable

Number of returns 64574 21331 16968 7606 13691 3534 1443

Amount 24317829 491371 588219 606693 3310028 5295500 14026017
Grants payable

Numberof returns 3482 485 970 461 1113 324 129

Amount 2.901022 211 76066 34297 446937 812140 1531371

Support and revenue designated for future periods

Number of returns 12919 2424 4363 1613 3497 754 268

Amount 5247044 20709 158541 281037 1517398 1674225 1595134

Loans from officers directors trustees and key

employees

Number of returns 3216 1454 1454 115 124 51 17

Amount 357210 4928 28799 576 68788 84582 169537

Mortgages and other notes payable

Number of returns 31975 6302 8242 4725 8939 2601 1166

Amount 78196369 276701 893018 1000659 11769482 18044597 46211912

Other liabilities

Numberof returns 40179 13574 8726 4840 9049 2764 1226

Amount 75370032 204938 233889 434650 3147297 6586781 64762477

Total fund balance/net worth EOY
Numberof returns 105841 45.571 29088 9450 16474 3773 1485
Amount 237154778 481004 4096259 4346199 32931180 53315235 141984901

Total liabilities and fund balances/net worth

Numberof returns 105479 45086 29088 9450 16589 3777 1489

Amount 423544288 1.479.862 6074793 6704113 53191110 85813060 270281351

Total revenue

Number of returns 106449 46056 29088 9450 16589 3777 1489
Amount 268389632 6246.775 10664649 10116752 34596.728 58.463873 148300855
Total contributions received

Number of returns 84057 35875 22301 8067 13222 3275 1318

Amount 55770719 3392202 5637893 6080384 11678417 10348427 18633395
Contributions received from direct public support

Numberof returns 76266 31512 20846 7260 12360 3077 1211
Amount 24750168 1523549 1491669 1517764 5470695 6060907 8.685583

Contributions received from indirect public support

Number of returns 22134 7757 6787 2190 4400 668 333

Amount 5699416 191778 628.348 325335 1464547 1354896 1734512

Footnotes at end of table



Nonprofit Charitable Organizations 1985 155

Table 1.Returns of Tax-Exempt SectIon 501 C3 Organizations Selected Income and Balance Sheet Items by Size of

Total Assets 1985Continued

IA fgures are estimates based on samplesmoney amounts are in thousands of dotlars

Size of seal asset

Items tale s0000 $500000 $1000000 sio000ooo

Sic2 under under under under
550000000

s5oo00o si.ooo.000 510000000 550000.000
or more

Total revenue continued

Government grants

Numberot returns 30308 13090 7757 3688 3856 1265 652

Amount 25321134 1676875 3517875 4237285 4743175 2932625 8213300

Program service revenue

Numberof returns 65732 26664 17453 6223 10974 3102 1317

Amount 167893094 2129924 3681371 3277562 17653495 40926963 100223779

Membership dues and assessments

Number of returns 27517 15029 6302 2305 3385 391 105

Amount 3751104 252552 516196 158988 1188322 633777 1001269

Interest on savings and temporary cash investments

Number-of returns 81248 33451 22786 7952 12926 2978 1156

Amount 4502911 62671 147596 143012 762328 037807 2349497

Dividends and interest rom securities

Number of returns 15979 970 3878 2074 6290 1944 823

Amount 7689457 641 41013 46110 740192 1193753 5667748

Net rental income loss

Number of returns 12555 1454 3394 1729 4125 1.250 604

Amount 612747 45464 10842 12190 246898 100952 218086

Gross rents

Number of returns 12547 1454 3394 1729 4114 1254 602

Amount 1485258 141.979 18371 38182 519963 244317 522446

Rental expenses

Number of returns 6291 1454 1454 461 1923 646 353

Amount 872510 96515 29212 25992 273065 143.365 304.360

Other investment income loss

Number of returns 3452 485 970 230 1.037 469 261

Amount 1739031 439 1646 3394 122.131 182879 1428543

Total gain loss from sale of assets

Number of returns 16460 1939 3878 1959 5652 2059 972

Amount 7233460 6531 27.505 17.410 401.736 949722 5830556

Gains loss sales of securities

Number of returns 11636 1454 2909 1152 4085 1.428 607

Amount 6458279 6251 22491 22453 336266 805472 5265346

Gross amount from sales

Numberof returns 11598 1454 2909 1152 4075 1409 599

Amount 53884912 16325 179164 172553 2465057 7313099 43738715

Cost or other basis and sales expenses
Number of returns 9559 970 2424 922 3566 1191 487

Amount 47426633 10074 156673 150099 2128791 6507627 38473369

Gain loss sates of other assets

Number of returns 6678 485 970 1152 2461 1027 583

Amount 775181 280 5.014 5044 65471 144250 565210

Gross amount from sale of other assets

Number of returns 6398 485 970 1037 2473 908 525

Amount 1790483 720 7714 15698 357152 328112 1081088

Cost of other basis and sales expenses

Number of returns 4410 485 485 807 1390 787 456

Amount 1015302 440 2699 20742 291681 183861 515878

Net income loss fundraising

Number of returns 22342 13090 5333 1268 2239 313 100

Amount 1027831 170912 265535 83224 371440 85693 51028

Gross revenue

Number of returns 22489 13090 5333 1383 2250 325 108

Amount 1701940 346148 383695 130048 614531 139369 88149

Direct expenses

Number of returns 16278 8726 4363 1037 1770 282 99

Amount 674108 175236 118159 46824 243091 53677 37122

Gross profit loss sales of inventory

Number ot returnS 14216 3878 5.333 1498 2436 742 329

Amount 3953446 39433 160048 40454 492969 1315995 1904548

Gross sales minus returns and allowances

Number of returns 14.214 3878 5333 1498 2436 741 328

Amount 7218473 148001 471834 214457 1006136 2205312 3172733

Cost of goods sold

Number of returns 13293 3878 4848 1498 2092 669 308

Amount 3265027 108569 311786 174003 513167 889317 1268185

Other revenue

Number of returns 45826 14544 14059 4379 9070 2653 1121

Amount 14215793 145998 196682 254024 938799 1687905 10992385

Total expenses

Numberof returns 105215 45571 28603 9334 16455 3764 1487

Amount 244214146 6206511 10495551 9700828 31917324 53480945 132412987

Program services

Number of returns 100497 42662 28118 8989 15654 3621 1452

Amount 206594040 5013830 8.607915 8229789 26372398 43496534 114673575

Fundraising

Number of returns 27531 9696 7272 3111 5329 1482 641

Amount 2226224 219270 109548 117704 418656 580784 780262

Payments to affiliates

Number of returns 3697 1454 970 230 845 128 70

Amount 810768 33158 35275 18701 152146 297768 273720

Etuding Private Foundations

Inctudes zero assets or not reported

Money amounts in this column shoutd be used with caution because of the small number of sample returns on wfich they are based

NOtE Detail may not add to total due to rounding
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Table 2.Returns of Tax-Exempt Section 501C3 Organizations Selected Income and Balance Sheet Items by State
19851

tAll figures are estimates based on samplesmoney amounts are in thousands of dollarsi

Selected receIpts

Nwnber of itsal
Tcaicontbubons

DIrect publrc suppoll Indirect publrc suppo.1 Government grants

returns revenue

Number of Number of noum Number of umr4
Number Of

.8 10

United States total 106449 268389632 84057 55710719 76266 24750168 22134 5699416 30308 25321134

Alabania 888 2257332 710 378384 592 137744 33 28.301 638 212338

Alaska 525 156354 40 48774 27 29314 1023 29 18436

Arizona 263 1.790502 221 390085 207 154861 19 7987 144 227237

Arkansas 953 1289630 443 196407 430 115605 140 35685 38 45.117

California 12214 28865873 8582 5454065 7276 2926144 1631 538575 2824 1989347

Colorado 1350 3033472 1315 512103 1.303 314004 256 89095 28 109005

Connecticut 1893 4.599.438 1393 768025 1390 539957 41 12892 558 215177

Delaware 32 777761 29 42470 28 37816 1054 10 3600

District of Columbia 2393 6363245 2256 2083363 1271 591946 1106 274900 79 1216517

Florida 4073 9948.046 3486 3083541 3444 949740 1007 389912 1444 1743890

Georgia 1.335 4143138 1163 1073932 1151 498.900 293 68.404 297 506628

Hawaii 402 987165 274 344226 273 68676 14 5666 135 269884

Idaho 146 604021 135 319985 134 81532 12 1531 119 236923

Illinois 4595 15348396 3729 3657150 3694 1147993 1437 319859 1983 2189297

Indiana 4023 5732313 3344 1165854 2346 553759 1037 36089 2076 576007

Iowa 1270 1.867324 1.223 219374 1220 150851 32 10958 43 57565

Kansas 732 1463715 726 182902 715 108177 58 19.778 165 54.947

Kentucky 928 2048871 755 305.466 265 247420 33 10454 533 47.592

Louiaarra 714 2284838 688 567202 570 106236 18 12258 620 448708

Maine 1080 981726 1059 54316 1058 29795 491 11528 499 12993

Maryland 2967 3501952 1354 289160 1342 202944 28 14884 107 71332

Massachusetts 5056 15299534 3871 4335445 3854 1315526 655 22994 1430 2996924

Michigan 4444 9397848 2898 1311891 2889 601331 1297 302452 1546 408108

Minnesota 1516 3714138 1.476 1024208 1462 510461 267 163190 295 350558

Mississippi 698 1135430 692 175336 664 97614 487 32515 178 45207

Missouri 2289 6.121352 1163 1049796 1145 413756 212 193966 228 442075

Montana 45 398977 34 12860 34 8799 618 3443

Nebraska 80 936109 73 174296 71 156112 18 5079 28 13105
Nevada 25 181058 25 60372 14 58258 10 726 10 1388

New Hampshire 298 1023478 285 175771 283 149900 119 1986 135 23886

NewJersey 2790 7261965 2.584 1085094 2554 463.191 910 215.969 959 405934
New Mexico 81 568337 66 45865 62 26212 3433 18 16219

New York 11.436 45226470 9520 8841350 9210 4077369 1727 1580402 4214 3183579

North Carolina 3069 5072947 2536 1443704 2406 756701 642 152346 1281 534658
North Dakota 170 779656 157 67166 157 64589 2039 538

Ohio 6181 11405661 4982 2.421894 3971 920820 2436 310495 2.239 1190579
Oklahoma 1708 2042.101 1438 505347 1436 233673 22 9836 624 261837

Oregon 2286 1929316 1653 355239 1647 280412 619 5514 509 69313

Pennsylvania 6049 20395716 4783 3042207 4735 1867552 1.239 186255 978 988399

Puerto Rico 11 124613 10 61539 10 12 10 61526

Rhode Island 702 1437007 700 271897 687 84564 48 75726 171 111607

South Carolina 93 1086741 82 103064 77 67364 28 5192 42 30507

South Dakota 412 871671 399 42518 399 31871 116 1675 25 8971

Tennessee 2079 3908037 1938 632748 1935 419196 616 92456 30 121096
Texas 4776 10.247272 3768 2290987 3145 1303396 1545 246110 849 741482

Utah 132 1102016 130 189401 14 18264 126 171137

Vermont 635 302632 625 24761 623 16442 121 493 8198

Virginia 1683 5541774 1637 1834386 1125 963669 46 66537 695 804180

Washington 2688 3959111 1.683 561117 1175 200114 628 12046 531 348956

West Virginia 691 1358452 663 163667 533 36358 19 3170 139 124140

Wisconsin 1381 3545083 1131 283877 1104 189029 681 62988 74 31859

Wyoming 26 56943 15 8.669 15 8638 31

Foreign3 143 3913076 119 2037461 92 415560 45 52749 69 1569152

Footnotes at end of table
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Table 2.Returns of Tax-Exempt Section 501C3 Organizations Selected Income and Balance Sheet Items by State
1985 Continued

figures are estimates based on spIesmoney amounts are in thousands of doIarSI

Selected receiptscontinued Selected expenses

state
Program servce resenue

Membership dues and

Tkll

Program service Fusdralsing

expenses
Nunberot Number of

Amount
Number of

mount
Nwnberof

11 12 13 14 15 IS 17 18 IS

United States total 65732 167893094 27517 3751104 244214146 100497 206594040 27531 2226224

Alabama 858 1.645597 25 14123 2156153 887 1853397 40 7763

Alaska 28 62938 488 18738 140829 524 118218 11 1.181

Arizona 215 1226.425 22 8.769 1694798 240 1405707 30 19.411

Arkansas 940 928415 252 16414 1177137 952 942994 133 7395

California 6305 20448731 3.500 552456 26277709 11.320 22788085 2286 307829

Colorado 349 2.074896 120 14517 2753214 863 2275130 288 30119

Connecticut 1629 3076.495 527 79225 4057889 1889 3471008 833 62266

Delaware 28 _506581 14 14435 645.325 32_ 516774 2488

District of Columbia 1.815 3.126.818 283 518.971 5892757 2.378 5169.873 1154 69287

Florida 2703 5826814 1015 47984 9180362 4036 7616089 603 54349

Georgia 415 2427391 193 123769 3.643292 1.322 3.098063 226 31078

Hawaii 283 461444 504 894628 401 657531 140 10261

Idaho 30 223.433 564895 146 511395 692

Illinois 2868 9933704 225 124716 14025030 4569 12148814 1884 109957

Indiana 2785 3887918 538 56221 5124.701 4009 4187.385 1103 40554

Iowa 747 1407290 129 51741 1691843 1268 1298216 555 14.165

Kansas 232 1.112566 24 15147 1309693 732 1132590 519 6869

Kentucky 293 1561129 499 7175 1842.637 418 1608.023 35 11495

louisiana 94 1418540 23 29874 2176073 712 1716.987 18 5.362

Maine 583 782080 486 2.290 886454 595 697848 20 3649

Maryland 1846 2533350 2094 337.807 3180581 2466 2496.598 88 16031

Massachusetts 3176 6201630 i208 83340 13139972 4932 11211256 873 97733

Michigan 2.770 7.208901 393 221.290 8653522 4.437 6814.113 1.360 47.114

Minnesota 1371 2279031 126 20392 3320131 1514 2991035 308 31117

Mississippi 90 782210 115 2263 1049344 698 943.114 25 3019

Missouri 1522 4355.578 649 88.390 5383045 1781 4536585 229 25596

Montana 35 365874 37 387355 35 337.958 2116

Nebraska 41 617.180 4834 797182 80 671254 47 13569

Nevada 25 104736 39 132124 25 103480 129

New Hampshire 159 662.896 128 18731 871711 297 649003 133 16188

NewJersey 2119 4.960180 1021 58.452 6582313 2741 5.134391 977 55.455

New Mexico 56 394491 48 498887 68 368.508 23 790

New York 7752 20368577 3841 445045 42682.613 10288 38098.696 3930 452207

North Carolina 1914 3.117146 16 11904 4.560708 3068 4110.922 324 26021

North Dakota 44 672.027 116 226 688785 55 592130 14 1635

Ohio 2484 7686.305 2048 125888 10016446 5668 8002108 1861 45.566

Oklahoma 822 1156668 617 21254 1.823080 1689 1441416 1.005 11632

Oregon 1.306 1.437691 15 3762 1799892 2285 1561378 521 17042

Pennsylvania 4675 15370967 2026 94999 18786.919 5961 15821697 2.096 265947

Puerto Rico 11 62247 116003 11 102826

Rhode Island 563 854554 657 54486 1171878 692 1007.434 159 8608

South Carolina 75 827578 23 12246 963417 90 712092 26 5244

South Dakota 401 729995 230 22648 815.521 412 698333 128 3952

Tennessee 2044 2751962 972 16.227 3519204 2.065 2944403 306 38.355

Texas 2.265 6264475 1.373 182433 9.073236 4616 7.442057 1936 96505

Utah 130 689331 1.002875 131 937949 674

Vermont 624 239013 29 288803 633 224155 501 1.551

Virginia 1470 2.924180 51 93807 4939332 1667 3924411 294 70018

Washington 1711 3151480 618 7.311 3740.152 2685 3.034.789 524 15.755

West Virginia 190 997696 496 9.923 1263182 689 1132878 506 5954

Wisconvin 732 2782192 289 29822 3253.821 1261 2648373 286 23876

Wyoming 13 27145 42287 26 38857 183

Foreign3 98 1.176573 23 86394 3534409 134 2.645710 50 30271

Footnotes at end of table
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Table 2.Returns of Tax-Exempt Section 501 C3 Organizations Selected tncome and Balance Sheet Items by State
1985 1Continued

All figures are estimates based on samplesmoney amounts are in thousands of dotlarsj

Information items

Total rabiutlea and fund

Stale

Total assets

balance/net worth

_____________________ _____________________
Total

_____________________ ______________________
rabilotes

Number of
Amount

Number of
Amount

20 21 22 23 24

United States total 105479 423544289 186389508 106449 423544288

Alabama 888 3219.111 1567559 888 3219112

Alaska 525 450788 266253 525 450788

Arizona 263 2647535 1681747 263 2647535

Arkansas 953 2133676 753164 953 2133676

California 11729 35338635 15212838 12214 35338635

Colorado 1350 4266629 1763264 1350 4266629

Connecticut 1893 10200195 2103289 1893 10200195

Delaware 32 1876497 488110 32 1876497

District of Columbia 2393 7847750 2841734 2393 7847750

Florida 4073 13176175 5283928 4073 13176175

Georgia 1335 6380303 1624.167 1.335 6380303

Hawaii 402 2073588 555326 402 2073588

Idaho 146 634545 237464 146 634545

Illinois 4595 20864363 7805152 4.595 20864363

Indiana 4023 8414805 3277851 4.023 8414805

Iowa 1270 3330494 1.311897 1270 3330494

Kansas 732 2350782 786630 732 2350782

Kentucky 928 3485375 1424019 928 3485.375

Louisiana 714 3728639 1.575802 714 3728639

Maine 1080 1425314 525302 1080 1425314

Maryland 2967 5266257 1919638 2967 5266257

Massachusetts 5056 25.188329 8170043 5056 25188329

Michigan 4.444 11710275 4691734 4444 11710275

Minnesota 1516 5762684 2476046 1516 5762684

Mississippi 698 1872503 659622 698 1872503

Missouri 2289 9712560 3369242 2289 9712560
Montana 45 724254 393391 45 724254

Nebraska 80 2317547 753232 80 2317547

Nevada 25 316788 1144.35 25 316788

New Hampshire 298 2.485996 777.197 298 2485996

New Jersey 2790 11383838 4586450 2790 11383838

New Mexico 81 1205533 531764 81 1205533

New York 10951 90535565 63074754 11436 90535564

NorthCarolina 3069 7509212 1988192 3069 7509212

North Dakota 170 1033933 559480 170 1033933

Ohio 6181 16810864 6095243 6181 16810863

Oklahoma 1708 4474764 1463278 1.708 4474764

Oregon 2286 2.576707 1112531 2286 2576707

Pennsylvania 6049 27097883 10984867 6049 27097882

Puerto Rico 11 122252 57987 11 122252

Rhode Island 702 2203616 690.962 702 2203616

South Carolina 93 1983566 667512 93 1983566

South Dakota 412 1786264 1032664 412 1786264

Tennessee 2079 6079557 2100859 2.079 6079557

Texas 4776 18849815 7186945 4776 18849815

Utah 132 1703748 588994 132 1.703748
Vermont 635 839483 237295 635 839483

Virginia 1683 7704461 2.547.371 1.683 7704461

Washington 2688 4759.433 2089615 2688 4759433
West Virginia 691 1924704 738602 691 1924704

Wisconsin 1381 6541375 2190585 1381 6541375

Wyoming 26 210418 63022 26 210418

Foreign3 143 7.004908 1370458 143 7004908

Excluding Private Foundations

Less than $500

Includes entities organized outside the United States that have received ax-exempt recognition under Internat Revenue Code section 501c3 and that conduct part of their activities in the United Stales

Note Detail may not add to total because of rounding
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Table 3.Returns of Tax-Exempt Section 501 C3 Organizations Functional Expenditures By Size of Total Contributions

Received 19851

lAil figures are estimates based on samplesmoney amounts are in thousands oi dOilarsi

Size 01 total 000ttibuttons receIved

Item ibtal csttstet seoo $100000 $50000 si.ooo.ooo

zero or under under under under
.000

unreported $100000 $500000 $1000000 $10000000
or

Number of 501c3 returns 106449 22392 26074 22181 19618 7525 8124 536

Total functional expenditures

Number of returns 105213 22301 25083 22066 19598 7523 8108 535

Amount 243403359 39126035 20108051 19513655 38937740 24903426 56382960 44.431491

Total grants and allocations

Number of returns 25102 3344 8446 4730 3500 2442 2325 314

Amount 19494803 8599437 276302 210295 589438 595302 3.326136 5897.893

Total specific assistance to individuals

Number of returns 7286 501 500 262 4361 856 763 43

Amount 7533215 7851 5862203 11529 396650 273962 514611 466.408

Total benefits paid to or for members

Number of returns 2633 677 511 512 859 38 28

Amount 562058 278568 25076 18753 170751 12208 11147 45.555

Total compensation of officers directors

Number of returns 31372 7336 5070 5899 7213 2665 2860 330

Amount 2695128 409500 211043 264960 445741 284695 508030 571160

Total Other salaries and wages

Number of returns 73934 14229 13010 14889 16503 7039 7787 477

Amount 86382609 8289211 5393254 7621721 1592663 10451278 22681531 15992951

Total pension plan contributions

Number of returns 18439 2503 1850 3.067 5317 1434 3933 335

Amount 2941426 264475 123848 212680 428442 244742 721940 945300

Total other employee benefits

Number of returns 45746 6171 5.498 9787 12652 5318 5894 425

Amount 7737631 782137 422778 674261 1359533 949057 1974915 1574950

Total payroll tases

Number of returns 62288 12238 10723 12049 15248 5942 5699 389

Amount 5511726 549033 334146 502387 1073999 693933 1.437107 921122

Total professional lundraising tees

Number of returns 4180 119 17 1011 894 824 1255 60

Amount 97076 4621 417 9808 6535 14290 46218 15188

Total accounting fees

Number of returns 57103 14290 11548 10217 9971 4934 5.778 364

Amount 512698 71085 41.405 46384 105067 76953 113396 58.408

Total legal fees

Number of returns 24828 5082 4825 .4689 4019 2333 3554 325

Amount 696243 118711 49.085 70500 119529 54325 198597 85496

Total supplies

Number of returns 82.461 15686 19291 16.627 16352 6854 7206 445

Amount 18781066 1941049 1444339 2010089 3908694 2187438 4340.727 2948730

Total telephone

Number of returns 74435 14.484 16403 14919 15818 5915 6.474 421

Amount 1602020 178959 80471 117593 247111 176583 443456 357847

Total postage and shipping

Number of returns 64370 9610 14083 14501 14866 5.429 5481 399

Amount 1097083 80464 53553 43940 137957 76201 443017 261951

Total occupancy
Number of returns 61710 10462 12596 10525 15423 5403 6884 416

Amount 6.559516 691032 379545 452300 1067299 798227 1899008 1272105

Total equipment rental and maintenance

Number of returns 53066 8.779 10.047 9819 13166 5483 5369 403

Amount 2989.994 281883 213402 266.051 559646 318543 807.275 543.194

Total printing and publications

Number of returns 62200 6861 16.378 14365 14115 5.321 4754 406

Amount 1804480 134290 121010 112152 326271 154687 556131 399.938

Total travel

Number of returns 62.314 8.357 13881 14300 11760 6433 7154 428

Amount 1974568 163560 81131 88339 162447 198.311 729108 551672

Total conferences conventions and meetings

Number of returns 46442 8416 7425 11272 12365 3605 3090 270

Amount 899582 252558 160915 49184 97862 57647 176664 104751

Total interest

Number of returns 34757 8093 6883 6576 6179 3656 3094 275

Amount 5456250 1259554 529221 559607 1033328 635317 869180 570043

Total depreciation depletion

Number of returns 51078 9249 9082 9236 13110 4807 5257 337

Amount 7599491 1068524 675741 925684 1777438 1075007 1462417 614680

Total Other expenses

Number of returns 100149 21104 24090 20584 18395 7383 8063 530

Amount 60481762 13699524 3629140 5245412 8978468 5574718 13122353 10232148

Ericluding Private Foundations

NOTE Detail may not add to total due to rounding
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NONPROFIT CHARITABLE ORGANIZATIONS DECADE OF CHANGE 1975-1985

Susan Mahier and Daniel Skelly Internal Revenue Service

Prepared for the Annual Meetings of the American Statistical Association 1989

The Internal Revenue Code IRC classifies organizations and the variety of their

nonprofit organizations into 25 subsections activities These organizations as well as all

certain number of which may receive tax nonprofit charities enjoy number of

deductible donations Discussed in this paper benefits Not only are they granted tax

are the organizations tax exempt under IRC exemptions but they also realize the advantages

Section 50lc3 which are regarded as of reduced postal rates as well as state retail

nonprofit charitable organizations excluding sales tax and property tax exemptions In

private foundations These organizations addition charitable organizations can also

receive the largest part of tax deductible receive goverment grants Certain nonprofit
donations and are the largest suppliers of charities are given surplus food products and in

philanthropic goods and services This paper some cases gifts of surplus property from the

focuses on selected financial data from Federal Government

1975-1985 for these organizations The paper Nonprofit charitable organizations exist for

a-l-so analyzes the -sector itself including societys-- benefit They- a-llow individuals to-

look at the growth since 1975 and the sectors improve their society by working through

changing overall complexion system of organizations other than those of the

In 1975 there were 208000 organizations government or for-profit enterprises Nonprofit

recognized by the Internal Revenue Service as charitable organizations relieve the Federal

nonprofit charities compared to 264890 Government of carrying out certain activities

organizations in 1982 279895 in 1983 and inherent to its responsibility of improving the

310221 in 1985 This is an increase in social welfare However they by no means

recognized organizations of 33 percent over the release the government of its societal

ten-year period Not all of these recognized responsibilities For this reason the

charities are required to file returns relationship between charities and the Federal

Organizations whose gross receipts are less than Government is uniquely symbiotic one
$25000 are not required to file This

threshold is up from $5000 in gross receipts IMPLICATIONS OF THE TAX LAWS

for 1975 and $10000 between 1976 and 1981 In

1982 the filing requirement reached its current The first income tax law was enacted in 1913

level of $25000 Although religious as the Sixteenth Amendment to the U.S
organizations are among the 501c3 group Constitution In it were the elements of IRC

they are not and have never been required to 501c3 which established tax-exempt
file returns even though some do for purposes nonprofit charitable organizations These

of providing information to their donors organizations have remained essentially

The number of organizations required to file unchanged in the income tax law since 1913
annual information returns Form 990 has An income tax deduction for charitable

fluctuated over the ten-year period of contributions by individuals was initiated in

19751985 This is largely due to changes in 1917 This was followed by the deductibility of

filing requirements In 1975 there were 82048 estate tax deductions for bequests to charitable

required filers This figure dropped to 75738 organizations beginning In 1919 and charitable

in 1982 when the filing requirement more than deductions for corporations beginning in 1935

doubled before Increasing in 1983 and 1985 to

89052 and 106449 respectively The Tax Reform Act of 1969 resulted in

Nonprofit charitable organizations are virtual rewrite of the federal tax laws This

unique group pursuing diversity of activities act in many ways greatly increased tax

that further their exempt purpose Groups incentives for charitable giving while at the

receiving tax-exempt status under IRC section same time Imposing stricter requirements on

501c3 are typically entities organized for certain nonprof its

purposes that are charitable religious The tax revisions of 1981 are regarded as the

educational and scientific The granting of principal tax legislation of the Reagan

exempt status is based solely on an Administration The Economic Recovery Tax Act

organizations purpose ERTA of 1981 was meant to encourage economic

Activities of the organization are restricted growth by reducing tax rates This Act added

only in that they must be substantially related provision allowing charitable contribution

to the exempt purpose and they must serve the deductions for individuals who do not itemize

public interest Private foundations are also deductions on their Federal tax returns
in the 501c3 group however they have Although the Act contains some additional

different filing requirements and serve the provisions of direct benefit to philanthropy
charitable purpose In different way from the benefits were substantially offset by

nonprofit charitable organizations reductions in the aftertax rate of

The American National Red Cross Massachusetts contributions lessening the incentive for

Institute of Technology Shriners Hospital for donors to give
Crippled Children the Metropolitan Museum of The Tax Reform Act of 1984 was designed to

Art and the American Statistical Association raise $50 billion in revenue as part of

represent the broad range of 501c3 deficit reduction package of tax Increases and
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spending cuts The Act was massive piece of reason for the growth of revenues was the

tax legislation spanning the entire Internal Increase in program service revenue i.e fees

Revenue Code However the implications of the charged by nonprofits
Act on the charitable comunity were not as The nonprofit charitable sector is both unique

significant as the earlier Acts mentioned above in its financial characteristics and diverse In

Current tax law allows for contributions to scope One of the dominant characteristics of

nonprofit charitable organizations made by both the nonprofit charitable sector is the

individuals and businesses to be deducted in concentration of financial resources among

calculating the taxable income of the donor up small number of organizations Organizations

to certain limits Contributions to these with asset holdings under $1 million filed 80

organizations are also tax deductible under U.S percent of the returns but held less than

corporate gift fiduciary and estate tax laws percent of the total assets On the other hand

Nonprofit charitable organizations are exempt organizations with assets of $10 million or more

from tax on earned income as long as the income filed approximately percent of the returns but

is related to their charitable purpose How- accounted for 83 percent of total assets

ever income derived by taxexempt organizations Primary revenue sources for charitable

from any trade or business that is regularly organizations include program service revenue

carried on by the organization and that is not contributions dues and assessments Figure

substantially related to the performance by the shows the components of revenue for 1985

organization of its exempt purpose is taxable Program service revenue fees accounted for 63

percent of revenue while contributions repre

COMPARISON OF SELECTED NONPROFIT FINANCIAL DATA sented 21 percent of revenue One phenomenon

that has occurred since 1975 has been the

The first Statistics of Income study of the relative decline from 26 percent in contri

nonprofits was in 1975 Comparing these data to butions as percent of total revenue for all

more recent results for 1985 it is clear from nonprofit charitable organizations

Figure that both total assets and total The nonprofit charitable sector shows great

revenue in real terms more than doubled while variation in sources of revenue as total assets

total contributions again in real terms increase The larger an organizations total

increased at slightly lesser rate On the assets the greater is its reliance on program

other hand GNP grew in real terms by only 34 service revenue In 1985 those nonprofit

percent over this period charitable organizations with assets of less

The principal factor contributing to the than $1 million relied on program fees for 34

growth of nonprofit assets over the decade was percent of revenue while organizations whose

the increase in the value of land buildings and assets were $10 million or more relied on this

equipment and also securities The principal type of income for 68 percent of total revenue

Figure -- Growth of Nonprofit Charitable Organizations

1975 1985

income rar Total Assets Total Revenue Total Contributions GNP Billions

Billions Billions Received Billions

1975 $183.0 $110.5 $28.8 $2695.0

1982 $279.6 $196.3 $41.3 $3166.0

1985 $381.9 $242.1 $50.3 $3618.7

Average 10.9% 11.9% 7.5% 3.4%

Annual

Increase

19751985

No Figures are in 1982 constant dollars derived using the gross national product

implicit price deflator



Figure B.--Components of Revenue in Billions 1985 163

Contributions 21.0%

$55.8

Program Service

Revenue 63.0%

$167.9

Other 13.0%

$37

Dividends and

Interest 3.0%

--

As shown in Figure contributions as shows that investments in cash and savings

percent of total revenue varied inversely with accounts decreased as assets increased They

the size of total assets Organizations with ranged from high of 35 percent of total assets

assets under $1 million relied on contributions for organizations with asset holdings of under

for 56 percent of revenue while those with $1 million to low of percent for those with

assets of $10 million or more depended on assets of $10 million or more Land buildings

contributions for only 14 percent of revenue and equipment accounted for approximately

Some commonly held assets of charitable one-third of the assets of both the smallest and

organizations included investments in largest organizations while comprising 43

securities land buildings and equipment and percent of assets for organizations with assets

cash and savings accounts These components of between $1 and $10 million Investment in

assets have been exanined In three different securities was only percent of total assets

size classes of organizations--those with assets for organizations with assets under $1 million

less than $1 million $1 million less than $10 while it jumped to 30 percent for organizations

million and $10 million or more Figure with assets of $10 million or more

Figure C--Major Components of Revenue by Asset Size 1985

Percent of total revenue

80

68

60 56

_____ 51

40
34 34

20 14

Under under 10 10 or more

SIze of assets In millions of dollars

Series OSerles Serles

ContributIons Program ServIce Revenue DMdends and Interest



164 FIgure D.MaJor Components of Assets by Asset Size 1985

Percent of total assets

50

43%

40

32%

_____ 30%

________

17%

Under under 10 10 or more

Size of assets In millions of dollars

Series Series flJ Series

Contributions Program Service Revenue Dividends and interest

Figure shows that hospitals dominated the buildings and equipment while almost 90 percent

financial statistics for all nonprofit of their revenue came from service fees Public

charitable organizations while public charities charities such as the American Heart

represented the largest percentage of the total Association and United Way accounted for 20

number of organizations Hospitals while percent of total assets and 26 percent of total

accounting for only percent of the revenue ranking second in total revenue They
organizations represented 32 percent of the also received 63 percent of the total
total assets and 43 percent of total revenue contributions Schools accounted for only 11
Most of the assets of hospitals were in land percent of the number of organizations but

Figure

Selected Financial Data by Major Type of Nonprofit Charitable OrganizatIon 1985

Number of Returns 106448 Assets $423.5 Billion

ConIfibutlons Received
Revenues $268.4 Billion $55.8 Billion
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ranked second in terms of assets with 26 percent will be invaluable for studying the behavior of

As seen In Figure nonprofit charitable exempt organizations over time

organizations reported total revenues of $268 Beginning with Tax Year 1988 the nonprofit
billion in 1985 21 percent of which were charitable organizations study will be expanded
obtained from contributions gifts and grants to include 501c49 organizations The
This Is in contrast to $17 billion In contri- sample size for each annual study of 501c3
butions received in 1975 which represented 26 organizations will be 10000 while that for

percent of total revenue Total expenditures in 501 c4-9 organizations will be an
1985 were $244 billion with direct spending for additional 10000 returns Information will be

charitable program services covering 85 percent available from the IRS Master File on other
of that total subsection codes each year

The number of organizations required to file study of exempt organizations unrelated
Form 990 rose from 82048 in 1975 to 106449 in business income Form 990-1 is being conducted
1985 As was mentioned previously organiza for the first time for 1987 Income derived by
tions whose gross receipts are less than $25000 taxexempt organizations from any business
are not required to file This is up from

regularly carried on by the organization that is

$5000 in gross receipts in 1975 and $10000 not substantially related to the organizations
between 1976 and 1981 In 1982 the filing exempt purpose is subject to- tax These annuai

requirethŁnt reached its current amount of studies will be based on sample of 5000
$25000 Total assets over this period returns stratified by size of unrelated gross
increased by $315 billion which when measured income Annual studies of Form 990-1 returns
in constant dollars represented more than will allow matching of these returns with the
twofold increase organizations Form 990 returns Basic

questions can then be answered such as what

FUTURE PLANS types of nonprofit organizations are most likely

to engage in unrelated business activities
The annual series of 50lc3 nonprofit Starting with Tax Year 1988 the Form 990

charitable organizations starts with the- 1985 study will cover subsections 50lc3-9
study Conducting studies on an annual basis These organizations file nearly 90 percent of
will allow development of panel of data which the Form 990Is One factor that will diminish

Figure -- Growth of nonprofit sector 1975 1985

197j1982 1983 1985

Number of returns 82048 75738 89052 106449

Total assets $108.5 $279.6 $331.2 $423.5

Total revenue $65.5 $196.3 $224.0 $268.4

Contributions $17.0 $41.3 $46.4 $55.8

Dues and assesments $1.5 $2.5 $3.1 $3.8

Program services n.a $124.4 $147.5 $206.6

Total expenses $62.6 $181.3 $207.5 $244.4

Program services $36.8 $151.7 $173.6 $206.6

Fundraising $1.4 $1.7 $1.8 $2.2

Management and

general n.a $27.4 $31.8 $34.6

Money amounts are frl billions of dollars

n.a not available
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the matching percentage is that the Form 990 and $10 million or more were obtained for the

9901 studies use separate samples with separate statistics
stratifiers so that an organization can be in Because the data are estimates based on

one sample without being in the other We are samples they are subject to sampling and

working to overcome this limitation by nonsampling error The size of the sampling

developing sampling strategy to embed one error is estimated by the approximate

sample into the other coefficients of variation CVSS For further

Another area that we will be exploring in the Information on the Cvs as well as other

next few years will be collating information on limitations of the data refer to the articles

nonprofit organizations with their for-profit published in the Statistics of Income Bulletin
subsidiaries Much of the income earned by

nonprofits from unrelated business activities is

earned by for-profit subsidiaries ACKNOWLEDGMENTS

Finally SOl is working on compendium of

exempt studies which will be available next The authors would like to thank Cecelia

year This one-volume compendium will be Hilgert for her technical advice and valuable

comprised chiefly of articles published in the conients Thanks are due also to Mike Alexander

Statistics of Income Bulletin in the pro- and Jim Hobbs for reviewing and editing drafts

ceedings of the American Statistical Association of the paper
and Working Papers of the Independent Sector
along with facsimiles of tax forms and NOTES AND REFERENCES

instructions Also included will be other

research papers and previously unpublished Riley Margaret Private Foundation Infor
articles and tables mation Returns 1985 Statistics of Income

The National Center for Charitable Statistics Bulletin Suner 1989 Vol No pp
NCCS is working with us on approaches to 27-43

improve the overall sampling plan for nonprofit

charitable organizations especially in the These data are published periodically in the

lower asset strata The current sample is Statistics of Income Bulletin See the

designed to obtain greater numbers of returns in following articles for data for
the larger asset classes As result social l975.Sullivan John and Coleman
welfare organizations which are primarily in MTEiiael Nonprofit Organizations
the lower asset classes are not well 1975-1978 Statistics of Income

represented in our sample We are working with Bulletin Winter 1985-86 Vol No.3
NCCS to augment the sampling frame for social pp 1140
welfare organizations l982.Heuchan Laura Nonprofit

7iiFitable Organizations 1982
LIMITATIONS OF DATA Statistics of Income Bulletin Winter

198586 Vol No pp 1140
The statistics presented in this paper are l983-Hilgert Cecelia Nonprofit

based on samples of Forms 990 filed by 1iiFitable Organizations 1983
organizations classified under Internal Revenue Statistics of Income Bulletin Spring
Code section 501c3 Forms 99OPF filed by 1987 Vol No pp 3142
private foundations under section 5O1c3 were

excluded The estimates of nonprofit charitable Skelly Daniel Focus on Nonprofit

organizations were based on random probability Charitable Organizations 1982 Statistics

samples of unaudited information returns of Income and Related Administrative Record

stratified by asset level The samples were Research 1986-1987 U.S Department of the

drawn from multiyear sample frames based on the Treasury Internal Revenue Service 1986
latest return filed by each organization To

compensate for the fact that not all returns Heuchan Laura Nonprofit Charitable

were secured for given study year sample OrganizatIons 1982 StatistIcs of Income

weights were adjusted for those asset classes Bulletin Winter 198586 Vol No pp
under $10 million All returns with assets of 11-40



Nonprofit Charitable Organizations

Highlights of Tax Year 1986 Data

By Cecelia Hilgert

Nonprofit charitable organizations filing returns for Figure .Selected Data for Nonprofit Charitable

1986 showed increases in the major sources of Organizations Reporting Years 1983 1985 and 1986

revenue and other financial items reported by these All figures are estimatesmoney amounts are in billions of dollars

organizations Total revenues rose to $292.5 billion item is
an increase of percent from 1985 outpacing the- _______-

general economy which had an increase of less than Number of returns 89052 106449 113072
Total assets $331.2 $423.5 $489.2

percent Figure Program service revenue Total revenue 224.0 268.4 292.5

Contributions gifts grants 46.4 55.8 60.1
the fees collected from the public for services per- Dues and assessments 3.1 3.8 3.7

formed comprised two-thirds of the total revenue Program service revenue 147.5 167.9 187.9

Total expenses 207.5 244.2 263.5

$187.9 billion rising by 12 percent from 1985 Total Program service expenses 173.6 206.6 221.9

Fundraising services 1.8 2.2 2.5

expenses were $263.5 billion Data were obtained Management and general

from the Form 990 Return of Organization Exempt
expenses 31.8 34.6 38.2

from ncome Tax 101 total of 10 fl7 ranjzatj
tions of the 377000 recognized by the Internal

Revenue Service as exempt under section 501 c3 Smaller organizations relied on contributions as

were required to file returns the major source of revenue Figure This source

accounted for morethan one-half of the total revenue

Over 40 percent of the returns filed were by or-
of the organizations with assets of less than

ganizations with assets of less than $100000 this
$1 000000 Contributions represented just 17 per-

asset-size class had 47786 returns Organizations
cent of the total revenue of organizations with assets

with assets of less than $500000 represented 69 between $10000000 and $50000000 Contribu

percent of returns filed an increase of percent over
tions received as government grants declined by 12

1985 By comparison the 5714 organizations with percent in 1986 to $22.3 billion representing

assets of $10000000 or more were percent higher percentof total revenue Program service revenue--

than for 1985 derived from the programs operated by the nonprofit

Figure 2.Revenue and Contributions Received by Nonprofit Charitable Organizations by Asset Size

Reporting Year 1986

Money amounts are in millions of dollars
__________________ _________________ _________________ __________________

set size Tota Total reContutions
Contributions Contributions

received through received through

_____________________________
revenue contributions direct support1 indirect support2 Government grants

Total $292483 $60115 $32398 $5403 $22315

Under $1000003 6479 3481 1508 287 1686
$100000 under $5000003 10208 4934 2181 441 2312
$500000 under $1000000 7630 3868 1422 329 2117
$1000000 under $10000000.. 41737 13935 6882 1274 5779
$10000000 under $50000000. 58402 9758 6832 1025 1900

$50000000 or more 168027 24140 13573 2046 8521

1lncludes contributions gifts grants and bequests received directly from the public

2lncludes contributions received indirectly from the public through solicitation campaigns conducted by fundraising agencies

3Estimates should be used with caution because of the small number of sample returns on which they are based

4lncludes returns with zero assets or assets not reported

Note Detail may not add to total because of rounding

Foreign Special Projects Section Prepared under the direction of Michael Alexander Chief 167
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Nonprofit Charitable Organizations Highlights of Tax Year 1986 Data

charitable organizations in support of exempt pur- returns assets and revenue This latter group is

poses--represented 69 percent of the total revenue comprised of organizations that receive support

of organizations with assets greater than $10000000 from broad cross-section of the community for

example the American Heart Association
Assets totaled $489.2 billion rising by nearly 16 YMCA/YWCA activities art museums and the Na-

percent over 1985 Figure Land buildings and tional Geographic Society Together the assets of

equipment represented the major asset holdings of these three types of organizations totaled $363.8

nonprofit charitable organizations accounting for billion their revenue $254.7 billion They repre
one-third of total assets However for organizations sented 74 percent and 87 percent respectively of

with assets of $50000000 or more investments in the totals for all the nonprofit charitable organiza
securities were the largest single component of as- tions Hospitals accounted for 43 percent of the total

sets $1 19.6 billion 28 percent For smaller or- revenue and 29 percent of the total assets but only

ganizations--those with assets of less than $500000- percent of the total number of returns While public-

-cash and savings represented 41 percent of the ly-supported organizations comprised 71 percent of

total holdings $3.6 billion the total returns filed up slightly from 1985 they

accounted for 26 percent of total revenue and 29

Hospitals educational institutions and publicly- percent of total assets Educational institutions ac

supported organizations were the major categories counted for percent of returns but ranked second

of nonprofit charitable organizations in terms of in terms of assets with 24 percent

Figure 3.Returns of Nonprofit Charitable Organizations Selected Balance Sheet Items by Size of Assets 1986

figures are estimates based on samplesmoney amounts are in millions of dollars

Size of total assets

Under $100000 $500000 $1000000 $10000000 $50000000
Total $1000001.2 under under under under or more

___________________________ ___________ ___________ $5000002 $1000000 $10000000 $50000000 ____________
Returns of section 501c3

organizations 113072 47.786 9925 19285 4077 1637

Total assets 489180 1596 7042 7020 59845 92097 321579
Cash non-interest bearing

and savings including

temporary cash investments 51408 999 2564 1826 10232 9868 25918
Accounts receivable net 32205 86 536 492 3616 7785 19688
Investmentssecurities 150385 24 591 938 9807 19411 119613
Land buildings and

equipment minus
accumulated depreciation 157560 289 2228 2422 25634 36839 90148

Total liabilities 210879 620 1985 2240 23775 34074 148185

Accounts payable 26589 247 552 498 3486 6067 15739
Mortgages and other notes

payable 85731 166 822 1110 14414 18507 50711

Total fund balance/net worth .. 278301 976 5057 4781 36070 58022 173395

1lncludes returns with zero assets or assets not reported

2Estimates should be used with caution because of the small number of sample returns on which they are based

Notes and References the parents control and were tax-exempt under

current group exemption letter All the or-

Economic Report of the President U.S Govern- ganizations on group return had to have the

ment Printing Office 1990 same accounting period

The statistics are based on sample of Tax Year The total number of organizations exempt
1986 Form 990 Return of Organization Exempt under Internal Revenue Code section 501 c3
from Income Tax having accounting periods including those not required to file Form 990
ending December 1986 through November was obtained from the Internal Revenue Service
1987 parent organization could file return Exempt Organizations Statistical Summary Un-
for affiliated organizations that were subject to published tables



Section Private Foundations

This section contains the articles written on private gathered from the Form 990-PF and the Form 5227

foundations by the Statistics of Income Division SQl Split Interest Trust Information Return

of the IRS It includes five articles and corresponding

tables published in the SO Bulletin including the Form 990-PF

1986-87 article and three papers on foundations

presented to and published by the American Statisti- 1987 Form 990-PF and its corresponding instruc

cal Association ASA In addition this section in-
tions can be found in the Forms and Instructions

cludes 1974 article on private foundations which section The Internal Revenue Service first required

was originally published as separate publication
foundations to file information returns in 1943 Since

one article on charitable trusts written by SOt for the
then the form has grown significantly to accom-

ASA and an article on private foundation administra-
modate new regulations affecting foundations

tive expenses The administrative expenses article
number of the tax form changes resulted from discus-

was written by the Employee Plans and Exempt Or-
sion surrounding the justification of the foundation

ganizations EP/EO Area of the IRS with input from
tax exemption and the proper role of foundations in

SOt The EP/EO Area recently conducted this study
society

as result of Congressional mandate for this infor

mation
Although the basic format of the Form 990-PF

remained relatively the same for the period 1974-1987

IRS implemented certain key changes many of which

The articles primarily represent studies of data from resulted from tax legislation These changes then

the 1974-1987 period The data originates from the affected the data that was collected by Statistics of

Form 990-PF Return of Private Foundation The SO Income SOt All of the key changes represented

Bulletin articles represent analyses of the data from additions to the form with one exception The balance

the 1974 1979 1982 1983 1985 and 1986-87 tax sheet of the 1974 and 1979 forms separates invest-

years The 1982 SO Bulletin article was also ments in securities into the following four categories

published as working paper by the Independent
United States government obligations state and

Sector The three ASA papers on foundations local government obligations nongovernmental

Private Foundations Federal Tax Law and bonds and corporate stock After 1981 founda

Philanthropic Activity An IRS Perspective The tions could report all of these items in one category

Private Foundation in Pluralistic Society and Investments- securities The major additions to the

Private Foundations as Investors and Distributors of
form involve the excise tax on net investment income

Tax-Exempt Charitable Dollars 1974-1987 contain
the percentage used to calculate minimum invest-

analyses of the foundation sector using data collected
ment return information on charitable grants

between the years 1962-1978 1962-1979 and 1974- programs and recipients and information on grant

1987 respectively Likewise the paper entitled
administrative expenses

Charitable Trusts an IRS Examination of Nonexemnt
In terms of the excise tax on net investment income

Philanthropic Organizations presents an analysis of

1979 data
1974 tax legislation required that all filers domestic

and foreign pay an excise tax equal to percent of

net investment income In 1978 IRS implemented

Nonexempt charitable trusts depending on their
legislation requiring domestic foundations to pay only

source of funding file either Form 990 or Form percent tax And as result of 1985 tax law

990-PF Contrary to what their title may indicate change domestic foundations depending on the

charitable trusts are exempt organizations However amount of charitable dollars distributed could qualify

unlike other exempts they are not required to apply for reduced percent excise tax

for formal tax-exempt status from the IRS Beginning

with tax year 1989 data SOt will conduct an annual In 1974 the amount of the minimum investment

study of the charitable trusts filing Form 990-PF The return was calculated by taking fixed percentage

article included in this volume uses trust data either 5.5 or percent of noncharitable-use fair
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market value of assets The minimum investment to the new sections added to the Form 990 The two

return represents what the IRS deems the appropriate sections intend to assess the unrelated business

amount with which to calculate the required charitable income of foundation and the manner in which

payout amount known as the distributable amount exempt function income relates to the accomplish-

The distributable amount represents the amount of ment of its exempt purpose and the nature of any

money that foundation must give to charitable pur- monetary transactions with noncharitable exempt or-

poses no later than the following tax year The 1969 ganizations SQl will provide information on these

Tax Reform Act required that foundations distribute topics in future SO Bulletin issues As the form is

this amount and stipulated that foundations calculate amended and new sections are added SOl will con-

it based on the higher of either adjusted net income tinue to collect and analyze new data filed by foun

or minimum investment return However the dations

Economic Recovery Tax Act of 1981 changed the

payout requirement from distributable amount The 1974 article originally published as

based on the higher of adjusted net income or mini- separate report also included some reference to

mum investment return to one based solely on the and analysis of IRS Master File data for the years

minimum investment return 1975-78 The article was edited for publication

in this Compendium and does not appear in its

original entirety
Beginning in 1982 the Form 990-PF required that

foundations provide information on charitable grants
In 1974 the minimum investment return was cal

loans programs and recipients Later in 1985 tWo
culated by taking either percent or 5.5 percent

new sections the Limitation on Grant Administrative
of noncharitable-use assets Only nonoperating

Expenses and the Schedule of Grant Administrative
foundations organized before May 27 1969

Expenses were added to the form Congressional could take the 5.5 percent With the passage of

concern and resulting legislation prompted the limita-
the Tax Equity and Fiscal Responsibility Act of

tion on the amount of administrative expenses that
1976 the percentage changed to percent for all

foundations could apply to the charitable payout re-
filers

quirement The Private Foundation Administrative

Expenses Study focuses on this issue
Adjusted net income represents the amount of

income related to property held by foundation

Since 1986 the basic form has changed little al- It includes among other things investment in

though two new sections have been added one in come net short-term capital gain and gross

1988 the other in 1989 These additions are identical profit from business activities
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By Dan Skelly

INTRODUCTION Form 990-PF returns filed primarily for Income Year

1974 comprehensive description of the sample

Federal tax law grants preferential treatment to design and of the limitations of the data is presented

certain charitable and other philanthropic organiza-
later on in the Data Sources and Limitations sec

tions The income of these organizations is exempt tion

from income taxes In addition income estate and

gift tax deductions for contributions to certain of Foundations in existence at any time during the

these organizations are permitted subject to certain year were required to file return regardless of their

limitations and conditions income or assets This requirement applied to all

domestic and foreign organizations that obtained

Private foundations are organizations with nar- rulings from the Internal Revenue Service recogniz

row base of financial support receiving most of their ing them as exempt from income tax under Internal

funds from their founders They are restricted in Revenue Code section 501 c3 and that had met

their activities and their contributors generally are the definition of private foundation within the mean-

subject to more stringent contribution limitations ing of section 509a Organizations claiming to be

than apply to publicly supported charities tax-exempt private foundations that had applied for

but not yet received rulings from the Internal

Foundations in this article were those that filed on Revenue Service were still required to file From

Form 990-PF Return of Private Foundation Exempt 990-PF and were also included in the statistics

from Income Tax They were nongovernment not-

for-profit organizations with funds and programs Foundations filed returns for the accounting

managed by their own trustees or directors whose period customarily used in keeping their books

goal was to maintain or aid social educational Returns were due on or before the 15th day of the

religious or other activities deemed to serve the fifth month following the close of the accounting

common good Foundations were classified as period Foundation statistics for 1974 included data

either nonoperating or operating from returns for Calendar Year 1974 as well as from

returns with noncalendar accounting periods ending

Nonoperating foundations which comprised 96 in 1975 Some returns with accounting periods en-

percent of total foundations and accounted for 94 ding in 1973 were also included See Data Sources

percent of total foundation assets were organiza- and Limitations The statistics represent for the

tions that carried on their charitable activities in an most part returns with accounting periods that

indirect manner usually this meant making grants to ended during the period August 1974 through July

other organizations that were directly engaged in 1975 Roughly two-thirds 65 percent of the returns

charitable activities rather than engaging in filed were on calendar year basis these calendar

charitable activities themselves Operating founda- year returns accounted for 64 percent of total assets

tions in general were organizations engaged and 70 percent of net income less deficit i.e the

directly in the active conduct of charitable religious excess of revenue over expenses

educational scientific literary and certain other

specified types of activities The assets of operating
SUMMARY OF FOUNDATION DATA 1974

foundations were typically comprised of fixed

facilities directly employed for exempt purposes Figure shows the number of foundations and

amount of total assets classified by the size of the

FILING REQUIREMENTS foundation both measured in terms of total book

value of assets Foundations with under $100000

The statistics in this report are estimates derived in assets small foundations comprised 63 percent

from stratified sample selected before audit of of the number of foundations but accounted for only
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Figure 1.Number of Foundations and Amount of for 89 percent of total assets There were 354 foun
Book Value of Total Assets by Size of Book Value of dations with $10 million or more in assets less than

Total Assets Income Year 1974 percent of the total number of foundations and

figures are estimates based on samplesmoney amounts are in these accounted for 62 percent of total assets
millions of dollars

_______ ________ ________ _________

Size of book value of Number Figure illustrates the three largest components
total ats

founda Peent Total Pent of total assets classified by the size of total book

_________________ tionS1 total assets total
value of assets In general the asset composition of

foundations was predominantly related to the size of

Total 26889 100.0% 25514 loo.o% the foundation Asset detail in 1974 was available

Under $1000002 16859 62.7 101 1.6
from the Form 990-PF based on book value only

$100000 under Asset detail by fair market value first became avail

$1OdOOdO under
7313 27.2 2417 9.5

able on the Form 990-PF in 1979 For all founda
26

______ ______
tions corporate stock accounted for 53 percent of

total assets while investments in nongovernmentSee Data Sources and Limitations

bonds accounted for 20 percent and cash holdings2lncludes assets zero or not reported

percent For small foundations investments in

corporate stock represented 35 percent of the total

percent of total assets Foundations with $100000 while holdings of cash represented 25 percent For

under $1000000 in assets medium size founda- medium size foundations investments in corporate

tions numbered 7313 and accounted for percent stock represented 44 percent of the total non-
of total assets Foundations with $1 million or more government bonds 18 percent and cash 11 percent
in assets large foundations comprised 2717 or 10 For all large foundations investments in corporate

percent of the number of foundations and accounted stock amounted to 54 percent of total assets invest-

Figure 2.Three Largest Components of Total Assets by Size of Total Assets 1974

Percent

of

Total Assets

80

investments in corporate stock

70
investments in nongovernment bonds

60
Cash

LLA1J ___1L
All Under $25000 $100000 $500000 $1000000 $10000000 $50000000

foundations $25000 under under under under under or more
$100000 $500000 $1000000 $10000000 $50000000

Size of Assets
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ments in nongovernment bonds 20 percent and PRIVATE FOUNDATIONS AND THE TAX
cash percent Included in this group were founda- DEFODR ACT OF 1969
tions with $50 million or more in assets the very large

foundations These foundations reported invest-
Prior to the Tax Reform Act of 1969 deductible

ments in corporate stock amounting to 57 percent of
contributions to foundations were limited to 20 per-

total assets investments in nongovernment bonds
cent of an individuals adjusted gross income whilel9percent
the limit for amounts contributed to other

philanthropic organizations was 30 percent The
Figure shows the three largest components of

1969 Act raised the limit for exempt organizations
total receipts as percentage of the total classified

other than foundations from 30 percent to 50 per-
by the size of total book value of assets Contribu-

cent while in general maintaining the 20 percent
tions gifts and grants represented for all founda-

limit for nonoperating foundations The limit on the
tions 37 percent- of total receipts dividends 23

contributions deduction for operating foundatic5ns
percent and interest 21 percent For small founda-

was raised from 20 percent to 50 percent
tions contributions gifts and grants represented 74

percent of total receipts interest 11 percent and
Before the enactment of the Tax Reform Act of

dividends percent Contributions gifts and grants
969 the term private foundation was left un

for medium size foundations represented 55 per-
defined in the Internal Revenue Code However the

cent of total receipts interest 16 percent and
term had often been used to describe an organiza

dividends 14 percent For large foundations con-
tion to which contributions were deductible up to 20

tributions gifts and grants represented 33 percent of
percent of adjusted gross income The term operat

total receipts dividends 25 percent and interest 22
ing foundation was also undefined under the Code

percent but had sometimes been used to describe the type

Figure 3.Three Largest Components of Total Receipts by Size of Total Assets 1974

Percent

of

Total Receipts

80

Contributions gifts grants

70

LI Interest

Dividends60

50

40

30

20jj10

All Under $25000 $100000 $500000 $1000000 $10000000 $50000000

foundations $25000 under under under under under or more

$100000 $500000 $1000000 $10000000 $50000000

Size of Assets
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of foundation to which contributions qualified for the Treasury Departments cost of monitoring their ac
former unlimited charitable contribution deduction tivities The Tax Reform Act also imposed new and

even though they did not qualify for the former more detailed filing requirements and required foun

30-percent deduction limitation dations to make certain information available to the

public each year about their activities

The 1969 Tax Reform Act defined foundations for

the first time by including them as organizations Excise Tax on Net Investment Income

described in Code section 501 c3 as organized

and operated exclusively for religious charitable An annual percent tax was imposed on net

educational or like purposes However the follow- investment income for all domestic foundations for

ing were explicitly excluded from the definition under taxable years beginning after December 31 1969

section 509a For taxable years beginning after September 30
1977 the excise tax on net investment income for

organizations described in Code section domestic private foundations was reduced from to

70b1Ai-vi generally organizations percent The rate for foreign foundations which
such as churches schools and hospitals was based on gross investment income remained

broadly-based publicly-supported organiza- at percent Net investment income was defined as

tions that normally received more than one- gross investment income interest dividends rents

third of their support in contributions from and royalties plus net capital gain less the ordinary
members and the general public and from and necessary expenses paid or incurred that were
income received in performing their exempt related to such income and gain Capital gain for
functions and that did not normally receive

this purpose represented only the gain realized on
more than one-third of their annual support

the sale or other disposition of assets held for the
from investment income or unrelated busi

ness income production of investment income or of unrelated

business income The latter represented assets

used in trade or business not substantially related

benefit of one or more of the organizations
to the purpose for which the foundation was granted

described in and above and an exemption

organizations exclusively testing for public

safety
The imposition of the excise tax on foundation net

investment income was also dependent on whether

Because of abuses uncovered with respect to the the foundation was tax-exempt or whether it had lost

preferential tax treatment accorded foundations the its exemption foundation whose exempt status

Tax Reform Act of 1969 imposed several limitations had been revoked was subject to the excise tax on
on private foundations not otherwise applicable to net investment income only to the extent that the

public philanthropic organizations It required cur- excise tax plus the unrelated business income tax

rent distributions of income for charitable and similar exceeded its actual income tax as nonexempt

purposes prohibited self-dealing between founda- corporation for the year

tions and certain related parties referred to as dis

qualified persons see explanation on self-dealing Self-Dealing

below limited business holdings of foundations

prohibited speculative investments by foundations Prior to the Tax Reform Act of 1969 donors were

and prohibited lobbying electioneering and other relatively free to deal with foundations to which they

expenditures not in furtherance of the foundations made substantial contributions Loans purchases

tax-exempt purpose Whereas under prior law the or sales leases employment and agency agree-

sanction against foundations engaging in these ments acquisitions and the like between founda

prohibitive transactions was the loss of the tions and substantial donors their families and
foundations tax-exempt status the Tax Reform Act controlled corporations were all sanctioned
of 1969 in general substituted system of multi- provided they met the arms-length test Under the

tiered excise penalty taxes keyed to the particular arms-length test foundation could engage in trans

prohibited transactions as means of discouraging actions with related parties as long as both parties

them In addition foundations had to pay tax on acted independently and the outcome was no dif

their net investment income to cover the U.S ferent than if the transaction occurred in the open
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market Sanctions were loss of exemption for at least to penalize all acts of self-dealing rather than penaliz

one taxable year and loss of the donors charitable ing only those acts that failed arms-length standards

contributions deduction under certain circumstan- The base upon which the tax was levied was the

ces These provisions were viewed as difficult to greater of the amount of money or the fair market

enforce because of the subjectivity of the arms- value of property given or received by the founda

length standard and because in many cases the tion in self-dealing transaction

sanctions seemed disproportionate to the offense

involved In order to minimize the need to apply Failure to Distribute Income

subjective arms-length standards to avoid the

temptation to misuse private foundations for non- Prior to the Tax Reform Act of 1969 there was no

charitable purposes and to make it more practical requirement that foundation invest its assets so as

to properly enforce the law acts of self-dealing were to produce income currently However if the foun

in-general -effectively prohibited under the 1969 Act dation accumulated income in- an unreasonable

amount or for an unreasonable duration it could

Under the self-dealing provisions of the 1969 Tax have lost its tax-exempt status IRS rarely applied

Reform Act certain transactions between private this penalty due to its severity

foundations and certain related parties called dis

qualified persons were subjected to sanctions for Congress felt that since donors to foundation

acts of self-dealing Disqualified persons with were receiving current tax benefit when they

respect to prohibited transactions such as self-deal- deducted their contributions there should also be

ing primarily included substantial contributors to current Charitable benefit Accordingly minimum

the foundation foundation managers individuals charitable payout requirement was established

owning more than 20 percent of an organization under the Tax Reform Act of 1969 This minimum

which was substantial contributor to the fóunda- payout did not apply to operating foundations since

tion family members of any of the previously men- these foundations as rule distributed almost all of

tioned individuals organizations in which the their income currently Nonoperating foundations

previously mentioned individuals held more than had to distribute all of either their current adjusted

35-percent interest other private foundations which net income or an income equivalent based on the

were effectively controlled by person or persons in average value of net investment assets the mini-

control of the foundation in question and certain mum investment return before the end of the follow-

government officials In general acts of self-deal- ing taxable year The adjusted net income primarily

ing were defined as the direct or indirect represented amounts associated with property held

by the foundation such as investment income short-

sale exchange or lease of property term capital gain income from all charitable func

lending of money or other extensions of credit tions and unrelated trade or business activity

furnishing of goods services or facilities
income Excluded were contributions received and

long-term capital gains/losses The greater of the

payment of compensation or reimbursement

of expenses by the foundation to dis-
adjusted net income or the mirumum investment

qualified person
return was useu tO caicuiate te

transfer to or use by or for the benefit of
amount The allowance of an additional year after

disqualified person of the income or assets of receiving income in which to make the necessary

the foundation and expenditures permitted foundations to budget uses

agreement bythe foundation to make any
for their funds before having to make the required

payment to Government official other than outlays

an agreement within 90 days of termination

to employ the official after termination of his The minimum investment return was specified

or her Government service percentage of the foundations assets that were not

used directly in carrying out the foundations exempt

variety and gradation of sanctions were im- purpose For Income Year 1974 the rate was

posed upon disqualified persons who engaged in percent for foundations organized after May 26

acts of self-dealing and upon foundation managers 1969 and 5.5 percent for those organized before

who participated in any prohibited act of self-dealing May 27 1969 For years beginning after 1975 the

These sanctions were based on the intent of the law rate was set at percent Assets used- directly in
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carrying out the foundations exempt purposes were over business was curtailed Previously founda

disregarded in computing the minimum investment tions were generally free to involve themselves in the

return conduct of active business enterprises Providing

the foundation was not organized or operated for the

The following are the purposes for which income primary purpose of carrying on an unrelated trade

or assets had to be expended qualifying distribu- or business ownership of business interests was

tions to meet the distributable amount permitted

distributions to public charities In general the Tax Reform Act of 1969 limited the

distributions to private operating foundations permitted holdings in business enterprise by

direct expenditures for charitable or other tax-
foundation and its disqualified persons to 20 percent

exempt purposes
of the voting stock or other beneficial interest in the

expenditures for assets to be used for
business enterprise 35 percent if an unrelated third

charitable or other exempt programs party had effective control of the business enter

prise Different phase-out periods of 10 to 20 years
certain amounts set aside for specific

charitable nronram and
were provided for the disposition of holdings in

excess of 50 percent that were held on May 26 1969
certain distributions to other private non-

Foundations which failed to comply with the new
operating foundations

requirements were subjected to series of excise
foundation which distributed more than the dis-

taxes on the value of their excess business holdings
tributable amount in given year was permitted to

apply the excess against its payout quota for the next
Investments Jeopardizing Charitable Purpose

years in chronological order until completely

used The excess distributions were treated as Prior to 1969 foundations were generally free to

qualifying distributions and reduced the foundations invest their assets without constraints foundation

distribution quota for the current year manager could have invested the assets of the foun

dation in warrants commodity futures and options

Taxes were imposed on the undistributed in- or could have purchased on margin or otherwise

come of foundation Undistributed income was risked the assets of the foundation without penalty

the amount by which the distributable amount ex- Only the accumulated income of the foundation had

ceeded qualifying distributions The portion of the to be invested in manner that did not jeopardize

distributable amount for given year that had not the carrying out of its exempt purpose The sanction

been distributed by the end of the following taxable against the foundation in this case was loss of ex

year was subject to an initial excise tax of 15 percent empt status however on account of the severity of

of the amount involved subsequent second level the penalty it was rarely imposed
tax of 100 percent was imposed based on the

amount of the foundations undistributed income not As result of the 1969 law all assets of founda

distributed at the end of the 90-day period for cor- tion corpus and income accumulations became

recting the first level violation If the foundation still subject to the same limitation previously applicable

failed to correct the problem the exempt status of to accumulated income that is all assets of the

the foundation could be revoked foundation had to be invested in way that would

not jeopardize the carrying out of its exempt pur
Excess Business Holdings poses Program related investments which were

intended to accomplish one or more exempt pur
The Tax Reform Act of 1969 provided stricter poses were not subject to these limitations Program

standards regarding excess business holdings related investments included low-interest loans to

Prior law did not deal directly with foundation owner- needy students investments in low-income housing

ship of business interests However some Federal and similar charitable expenditures

courts held that business involvement could become

so great as to result in loss of exempt status As The 1969 law also substituted more limited penal

result under prior law it was not clear at what point ties in the form of series of excise taxes instead

noncharitable purposes became sufficiently great to of the loss of exempt status The excise tax levied

disqualify the foundation from exempt status Under was based on the amount of the improper invest

the 1969 law use of foundations to maintain control ment
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Lobbying Electioneering and Other Prohibited total Within each sample stratum returns were ran-

Expenditures domly selected based on the ending digits of the

Employer Identification Number at rates varying from

Prior to 1969 the Internal Revenue Code con- 12 to 100 percent This yielded 8907 returns from

tamed various prohibitions against private founda- population of 27060 Figure displays the sample

tion lobbying electioneering and generally the size and estimated foundation population along with

substantial use of foundations accumulated in- prescribed and achieved sampling rates for the dif

come for other than exempt purposes The penalty ferent sizes of foundations During processing

for violating these prohibitions was the loss of tax- returns of 1085 foundations were identified by

exempt status Congress viewed these provisions sample stratum class as missing from the sample

standing alone as providing insufficiently objective These missing returns were principally the result of

standards and as providing sanctions not sufficiently change in the procedures in administrative pro-

tailored tQ the magnitude of the offense cessing of exempt organization returns.- These- new

procedures were aimed at correcting missing or

Under the Tax Reform Act of 1969 series of erroneous information reported on returns The ef

excise taxes was imposed on taxable expenditures fect of these procedures was to delay the processing

of foundation In general taxable expenditures of returns

included expenditures for lobbying electioneering

including certain voter registration drives grants to To compensate for missing returns that were

individuals unless made in accordance with objec- processed after December 31 1975 the sampling

tive standards grants to other organizations unless cut-off date 45 returns with $10 million or more in

the foundation accepted expenditure responsibility assets were located edited and added to the sample
for proper use of the funds and amounts paid or and population counts An adjustment was made to

incurred for nonexempt purposes Expenditures in the population counts by sample stratum class to

connection with grassroots campaigns or other at- account for the remaining 1040 returns The effect

tempts to influence any legislation through an at- of these adjustments wasto increasethe sample size

tempt to affect public opinion were specifically to 8952 and the population count to 28145
prohibited These rules effectively replaced the sub
stantiality test in determining whether private foun- While the overwhelming majority of returns

dation had made taxable expenditure in these processed in 1975 for Calendar Year 1974 there

areas series of excise taxes was imposed on the were number that were for Calendar Year 1973 and

foundation and foundation manager if knowingly for noncalendar years ending during 1973 It was

involved based on the amount improperly spent felt that inclusion of these returns would help corn-

pensate for the absence of returns due but yet filed

DATA SOURCES AND LIMITATIONS
for 1974 Duplicate returns and returns for 1972 and

Sources of the Data prior years are included in the estimated population

The data presented in this article are estimates Figure 4.Number of Form 990-PF Returns in the

based on stratified random sample of Forms 990- Population and in the Sample Prescribed and

PF Return of Private Foundation Exempt from In-
Achieved Sampling Rates by Sample Class

come Tax All returns selected were before audit
Income Year 1974

examination Tentative returns were not subjected

to sampling because later revised return could
Number of Sampling rates

have been subjected to sampling and amended Size of book value of Esti

returns were excluded because the original returns
total assets

popia Sample Pre- hiev
had already been subjected to sampling _____________________ tion size scribed ed

Sample Criteria and Selection
Total 28145 8952

Foundation returns processed during 1975 at the

Internal Revenue Services Philadelphia Service da
Center were computer stratified from the Business $100000000rmore 354 354 1.00 1.00

Master File based on size of book value of assets 1lncludes assets zero or not reported
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and sample counts of Table but are excluded from maintained Finally all statistics and tables were

the tabulations in the report reviewed for accuracy and reasonableness in light

of provisions of tax laws taxpayer reporting varia

Method of Estimation tions and limitations economic conditions and

statistical techniques used in data processing

Weighting factors were obtained by dividing the

computer count of returns filed by sample stratum NOTES AND REFERENCES

by the number of sample returns actually selected

from each stratum All weighting factors were con- American Association of Fund-Raising Coun
verted to integer weighting factors before they were sel Inc Giving USA 1974

applied to the sample returns For example if

weight of 8.74 was computed for stratum 74 Commence Clearing House Inc The Private

percent of the sample returns in that stratum were Foundation and the Tax Reform Act 1970

given an integer weighting factor of and 26 percent

an integer weighting factor of Commission on Private Philanthropy and Public

Needs Foundations Private Giving and Public

Response and Other Nonsampling Errors Giving 1970

In transcribing and tabulating information from the Commission on Private Philanthropy and PUblic

returns in the sample additional checks were im-
Needs Giving in America 1975

posed to improve the quality of the resulting es

timates Incorrect or missing entries were corrected
The Foundation Center The Foundation Center

during statistical processing to make them consis-
National Data Book 1974-1976 Volumes and

tent with other entries on the return or accompanying
II 1977

schedules

The Foundation Center The Foundation Direc
Various techniques were used to control and im-

toly 1975
prove the quality of the data during the processing

stages During statistical editing tax examiners

were instructed to correct tax return errors wherever
The Foundation Center Foundation Grants

Index 1975
possible through reference to other entries on the

return or to accompanying schedules and to adjust

data to achieve consistency in statistical definitions
Lundberg Ferdinand The Rich and the Super-

The quality of the editing was controlled by means Rich Lyle Stuart Inc 1968

of continuous subsampling verification system at

the Philadelphia Service Center PSC which re-
Nielsen Waldemar The Big Foundations

suIted in 99.3 percent of the documents being
Columbia University Press 1972

reviewed All errors found in the review were cor

rected In addition the Statistics of Income Division
U.S Congress House of Representatives

in the National Office independently re-processed
Committee on Banking and Currency Subcom

about 2.5 percent of the returns processed in the
mittee on Domestic Finance Hearings on Tax

PSC to evaluate the quality of the editing after
Exempt Foundations and Charitable Trusts April

verification and to determine PSC adherence to
and 1973 U.S Government Printing Office

1973
processing instructions Continuous communica

lion was maintained regarding errors detected

Through problem referral system such errors were
U.S Congress Senate Committee on Finance

resolved Transcription of the data was subjected to
Subcommittee on Foundations Hearings on

100 percent verification
Private Foundations October and 1973
U.S Government Printing Office 1973

Prior to tabulating numerous computer tests were U.S Department of Treasury Report on Private

applied to each return record to assure that proper Foundations 1962 Superintendent of Docu
balance and relationship between return items was ments U.S Government

Printing Office 1975
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Table All FoundationsBalance Sheets and Income Statements by Size of Total Receipts

A0 fgures are estimates based on sanlesrnoney amounts are in thousands of doflarsi

______ ______ ______ Sizeoftotalreceipfs ______ ______ _______
tent Receipts $10000 $50000 $100000 $500000 81.000000

Total zero or not

$10000
turder under under under

reported $50000 $100000 $500000 81000000 $10000000
or inure

Nwnbsr of foundations 26869 2194 13436 6211 1772 2364 422 454 36

Total assets 25514367 70.259 559667 1706494 1166365 4511474 2352009 6251323 6856775

Cash total 1154831 7986 82859 143327 96645 280740 133092 338953 81229

Savings and interest.beaiing accounts 798692 637 56044 98561 66107 183645 98833 245799 59046

Other 366139 7349 26814 44746 30538 97096 44259 93154 22183

Aints receivable net 144859 52 3491 6576 4034 18112 10552 39286 62756

Notes receivable net 838802 1172 14937 231492 30.627 79112 45971 414841 20650

Inventories 57485 86 7049 1648 1497 5585 3943 37581 95

Investments in Government obhgationS

United States 1272403 23828 73320 59034 250475 113496 440143 312106

State and local 168098 1375 5403 12646 10726 34664 12665 88276 2143

Investments in nongovernment bonds 5045332 3931 70615 274379 232491 948771 505671 1847714 1161760

Investments in corporate stock 13407316 22674 --
249873 697349 572755 2189562 ltOO170 4071732 4503201

Mortgage loans 282779 1000 8030 20885 21970 67173 24024 114009 25688

Other tiwestments 1340767 1108 29363 66084 48736 205596 170855 326706 492319

Depreciable assets held for investment 276608 506 3816 16098 t3024 63204 46495 106629 26836

Less Accumulated depreciation 131301 211 1717 5636 4300 26706 21766 57004 13961

Depreciable assets held for cfiwify 274446 4308 15471 15087 71073 41352 68305 58849

Less Accumulated depreciation 74925 1245 4589 4032 19214 12640 18129 15076

Land held for investment purposes 273447 6588 7823 22642 19989 77899 38370 9.4695 5241

Land held for charitable purposes 132286 9894 8978 15513 14451 34390 9312 30592 9155

Other assets 1041125 14099 42252 121086 65630 230835 130446 312994 123783

Total liabIlitIes 25514365 10259 559666 1708494 1196365 4511474 2352009 6257333 6856775

Accounts payable 69165 3367 1658 2625 2258 8356 4344 21993 24564

Contributions gifts grants payable 866147 69 3406 2936 5101 23067 22795 218322 590452

Moltga9es and notes payable 525201 6190 5021 245775 8255 50.476 15561 193203 720

Other liabilities 179742 8525 12484 8993 7116 29314 20882 65460 26968

Net worth 23674110 52109 337097 1448185 1175634 4406262 2258427 7758346 5214071

Total receipts 3263351 41265 139886 124564 515867 293174 1132855 1015739

Contributions gifts grants 1216939 14532 51212 48199 198097 113393 421.721 369785

Gross dues and assessments 3114 177 431 347 1385 771

Interest 671216 13056 38688 30487 124553 64780 245228 154424

Dividends 743456 10334 34179 29093 115302 63081 228245 263222

Gross rents and royalties 120.096 680 6246 5297 23487 17695 57804 8687

Net gain from safe of assets 296330 1235 5608 6188 34009 22226 124296 102768

Gross profit front business activities 39859 218 303 1495 4777 5.603 27453 10

Other income 172340 833 3219 3458 14258 5625 28105 116843

Total deductions 3187933 6067 102443 183228 130083 540112 274961 875884 1075176

Contributions gifts grants 1953060 3852 71093 133034 88922 367877 192678 591258 504346

Compensation of offIcers 43674 18 902 3282 2917 10688 4705 14553 6611

Other salaries and wages 107229 21 706 3690 4652 23537 13172 49794 11656

Other employee benefits 16854 18 131 760 1363 847 9724 4012

Investment legal and other professional services 46170 233 2292 4516 3313 10785 4944 15072 5015

Interest 18397 31 250 1323 629 3228 1412 11522

Taxes 73465 91 1547 4406 3776 14070 8387 27693 13495

Depreciation amortization and depletion 20830 403 1328 1263 5047 3670 8367 752

Rent 9841 220 608 599 1928 1022 3821 1643

Net loss from sale of assets 471229 943 12337 20248 13327 68022 27782 84417 244152

Other expenses 427175 877 12671 10658 9924 33568 16343 59641 283494

Net Income less deficit 75422 6067 61176 43341 5519 24244 18214 256892 59438

Net income 1206287 6910 27873 31.162 137295 83442 439465 480141

Deficit 1130866 6067 68086 71214 36681 161539 65228 182473 539579

Lena than $500

NOTE Deter may not add to robe because of rounntn9
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Table .All FoundationsSelected Balance Sheet and Income Statement items and Reconciliation of Net Worth

by Size of Total Fair Market Value of Assets

AS Itgtres are estbirates based on samplesmoney amounts are le thousands of dollam

Size of total tÆ market value of assets

_______ ________
Item Assets zero $10000 $25000 $100000 $500000 $1000000 $10000000

Total or not Jt1Jr wider wider torder iwder wider wider

reported $25000 $100000 $500000 $1000000 $10000000 $50000000

10

Nistiber of foundations 26889 2414 6160 3219 SloS 5384 1482 2160 307 76

Total 86aets 25514367 184880 66628 139869 522314 1811746 Ill4121 6515952 5541865 9457793
Selected ssse

Investments in Government obligations

Number of foundations 4437 56 97 274 1001 1367 485 959 153 45

Amount 1440501 7427 1103 4615 30201 94308 72671 406251 369915 454012

Investments in nongovemment bonds

Number of foundations 9273 151 548 853 2018 2871 955 1589 230 58

Amount 5.045332 19844 4239 19455 77168 352631 218759 1432786 1256.105 1664.346

trtvestments iv corporate stocic

Number of foundations 13592 315 1124 1572 3191 3929 1214 1914 263 70

Amount 13407316 61153 15518 44344 164239 945942 500979 3117693 2715612 5841836

Total flabfUtles 25514365 184980 66628 139889 522314 1911746 l114120 6575951 5541885 9457793

Selected totalities

Coniobutions gifts grants payable

Number of foundations 709 120 158 64 151 60 28

Amount 866147 3535 35549 5.351 39337 t58264 622565

Number of foundations 24155 1029 5581 3034 5432 5168 1413 2122 301 75

Amount 23345105 154364 37849 132457 400525 1778746 t039650 6058356 5066305 8676653

Income fund

Number of foundations 8484 230 988 956 1920 2227 758 1162 175 48

Amount 529005 12308 722 3264 10111 67986 45900 339646 201 .373 150860

ReconcIlIatIon of net wadis

Net worth beginning of year

Number of foundations 25436 1912 5748 3089 5487 5251 1433 2137 303 76

Amount 25325845 266666 50279 143147 447571 1856229 1040285 6165050 5269760 tO086858

Additions to net worth

Net income

Number of foundations lt927 573 2071 1480 2842 2796 811 1168 149 37

Amount 1206287 12749 4549 5655 30805 64848 67807 374532 250294 375048
Other iomeanes

Number of foundations 4437 391 648 392 857 1035 343 626 112 33

Amount 755731 26098 5512 1700 20375 40676 41185 200914 209.016 210256
Subfracfions from net worttc

Defi

Number of foundations 13804 1538 3461 1670 2773 2527 646 t094 148 37

Amount 1130866 20830 18467 8921 30875 96662 33900 192698 123822 604.692
Other decreases

Number of foundations 6283 779 1052 647 1222 1345 409 663 131 35

Amount 2282885 118012 4745 5859 57239 38358 29628 149797 337571 1541677

Net worth end of year

Number of foundations 25245 1098 5950 32t0 5631 5352 1449 2173 306 76

Amount 23874112 166672 37127 135721 410636 1846733 1085750 6398003 5267677 8525793

Total receipts 3263351 34686 34804 29627 96461 270278 173773 925183 681640 1036699

Selected receipts

Conflibutions gifts grants

Number of foundations 11917 901 3018 1414 2561 2286 617 955 133 32
Amount 1216939 t7600 28341 19825 58741 140088 91759 398017 222600 239968

Interest

Number of foundations t8489 852 2354 2257 4550 4695 1342 2072 293 74
Amount 671216 8405 954 4275 11318 51639 31027 180149 157851 225599

Number of foundations 14343 497 1255 1562 3479 4024 1223 1954 279 70
Amount 743456 2798 633 2216 8027 43044 25745 165578 t39748 355667

Gross profit from business activities

Number of foundations 488 84 99 100 35 79 18

Amount 39859 745 206 4452 1056 20675 12418 113

Total deductions 3187933 42988 48723 32894 96532 283093 139885 143349 533168 1266343
Selected deductions

Contributions gifts grants

Number of foundations 21956 1620 4198 2735 4971 4842 t303 1938 279 70
Amount 1953060 25768 34704 22318 76880 189107 96653 488537 379254 639838

Compensation of officers

Number of foundations 4581 137 411 397 804 1156 484 946 187 59
Amount 43674 371 1461 262 1228 4328 2792 13629 9920 9683

Investment legal and other professional

Number of foundations 11424 664 1347 t052 2473 2992 953 1626 250 67
Amount 46170 1298 756 659 2205 5377 2827 14647 8917 9484

Depredation amortization and

depletion

Number of foundations 1987 53 133 141 322 481 207 513 107 30
Amount 20830 230 71 111 524 t767 1738 8815 4815 2760

Net Income less deficIt 75422 6081 13918 3267 70 11614 33908 181835 126472 229644
Net income 1206287 12749 4549 5655 30805 84848 67807 374532 250294 375048
Deficit 1130666 20830 18467 8921 30875 06662 33900 192698 t23822 604692

Net capItal gifts

Number of foundations 3175 77 307 224 638 934 337 544 90 24
Amount 136221 1155 3195 707 2706 8207 8532 41268 28476 41.975

Net short-term capital gifts

Number of foundations 622 96 180 76 132 38 11

Amount 4623 526 566 374 I273 586 329

ll Eslimate
is not sinown separately because of the small number 01 sample rations on which it was based However tire data are inctoded in the appropriate totals

NOTE Deteit may not add to total because of rounding



Private Foundations Exempt from Income Tax for 1974 181

Table AiI FoundatIonsSelected Balance Sheet and Income Statement Items Net Investment Income and Tax

and DistrIbutIons by State

AD figures are estimates based on sanesmoney enumls are thousands of dollars _____________________________________________________ _________

Setected assela

liwesiments ri Investments omi Irestinenta is

Number of Toed
Governn obligations government bonds corporate stock

State

assets
Number 01 Number of Number of

llabulltiea

Amount Amniim

Unitsd States toed 25589 25514387 4437 1440501 9213 5045332 13592 13401316 25514365

Alabama 254 134034 64 9217 76 54.768 118 35464 134034

Alaska

Arizona 165 63244 1.065 49 9528 17 22585 63244

Arkansas 155 21187 27 2002 53 8690 21.187

California 2137 1309860 233 74280 578 166581 848 663548 1309880

Colorado 238 203948 26 8954 83 40482 100 82789 203948

Connecticut 595 531627 70 57925 231 109809 325 265113 531627

Delaware 154 427591 32 11187 85 74483 84 283235 427591

Florida 666 305215 110 26129 230 57212 262 120110 305215

Georgia 543 372319 32 44227 137 60329 276 187.125 372319

Hawali 45 70474 560 21 15416 30 32341 10474

tdaho 45 12821 24 7841 12821

iluiois 1984 1327519 357 117777 632 259.546 965 505799 1327519

Inrkana 564 477434 119 21941 150 49946 205 293346 417434

Iowa 349 77228 75 5106 124 18096 153 29381 17.228

Kansas 200 60295 31 5199 53 13562 71 22387 60.295

Kentucky 93 27028 24 3009 33 2223 61 8.373 27.028

Louisiana 206 127346 37 11603 58 22799 82 41942 127346

Maine 118 34238 23 1840 59 1854 60 14433 34238

Maryland odudes 741 423146 19 26553 269 91073 334 184363 423.145

Massaclnjsetts 1416 695550 273 34743 597 154.560 801 356577 695549

Michigan
756 1269195 71 27900 275 236376 458 845007 1259195

Minnesota 605 582633 92 21561 194 129206 256 229803 582.633

Missrssippr 87 14026 26 2030 34 1092 34 2821 14026

Missouri 659 415253 196 41338 260 82942 349 2l9 415252

Montana 69 8.195 33 4268 .9195

Nebraska 141 56839 24 2847 44 14727 84 21517 56839

New Hanigsliire 229 50332 40 1243 57 13794 138 21474 50331

New Jersey 750 987344 126 73172 306 257012 422 544719 981344

New Mexico

New York 5684 8720227 699 461946 2087 1968776 3037 5044879 8.720226

North Carolina 440 501610 37 34784 150 112854 243 277570 501610

Ohio 1232 932222 326 59177 470 199956 697 541860 932222

Oklahoma 201 263657 30 6704 46 37255 105 117099 263657

Oregon 187 83539 28 2331 80 21312 90 32490 83539

Pennsylvania 1380 1550783 317 49059 595 233418 843 947111 1550783

Rhode Island 79 43114 37 2392 45 11291 51 14068 43114

South Carolina 164 90474 38 21217 43 16847 99 34.477 96.474

South Dakota

Tennessee 327 125976 41 7596 63 14384 146 76022 125976

Texas 1254 1766264 154 97329 358 290842 595 675356 1766284

Utah 121 19023 1200 37 4892 61 8823 19.023

Vermont 59 31194 23 6822 30 9992 31194

Virginia 403 131197 53 15381 135 32656 221 50351 131197

Westrinton 325 134052 33 2795 139 32048 177 55039 134052

West Virginia 17 26142 25 3692 39 6451 39142

Wisconsin 782 310390 144 20996 228 42481 348 79642 310390

Wyoming 23 46470 21 11372 45470

All other 92 568247 27 29036 36 336639 568247

Footote ci end 01 table
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Table 3.All FoundationsSelected Balance Sheet and Income Statement Items Net Investment Income and Tax
and Distributions by StateContinued

All figures are estimates based on sanesmoney amounts are in thousands of dollars ______ ______________________________________________
Selec

State

Ptiiicipat fund lamme fund interest Dividends

Number Number
receipts

Number Number Number

of Amount of Amount of Amount of Amount of Amount

foundations foundations foundations foundations foundations

tO 11 12 13 14 15 IS 17 18 19 20

United States toed 24155 23345105 8464 529005 3263351 11917 1218939 14489 671216 14343 743456

234 122968 108 5442 19979 117 6068 195 6206 133 2150

Alaska

Arizona 165 59.411 35 455 13295 106 9668 105 1797 74 1070

Ar asses 117 18.657 1950 4166 68 2839 96 673 307

Cajifornia 1816 1199968 597 67985 210337 905 110080 1449 31284 914 24855

Colorado 220 196490 115 4910 25423 83 5699 174 8867 119 6557

Connecticut 531 510254 196 8429 125465 277 96903 395 13461 346 11360

Delaware 153 406259 41 16851 28.548 51 4913 96 7557 100 13506
Florida 591 282994 233 9545 52.249 326 34145 456 8911 299 5287

Georgia 482 449133 226 95217 53638 235 19685 297 8370 260 12654

Hawaii 36 68305 27 1385 9482 21 2012 31 1760 31 2670
Idaho 44 11669 1768 34 376 35 388

Illinois 1810 1085831 482 6878 237915 1022 143062 1215 33526 993 45097
Indiana 454 524.355 232 51610 55467 311 16434 425 13907 234 18946
Iowa 297 65.699 122 11180 9223 117 3320 261 2699 156 2392

Kansas 190 51953 58 7296 10403 70 5846 142 1970 80 1117

Kentucky 75 25867 34 652 5330 45 3500 53 601 66 526

Iouisiana 194 111978 74 10327 20333 116 5214 118 3414 83 2019
Maine 101 32303 48 629 3219 00 1041 104 709 66 946

Maryland inclteies 647 379249 205 29301 86424 354 55804 492 10542 394 8551

Massachusetts 1300 651574 475 35953 73782 615 23102 194 16385

Micragan 663 1214682 247 13729 134366 375 50002 28118 456 43280

Minnesota 539 547533 148 2929 74519 263 25892 462 18306 314 17033

Mississippi 87 11682 37 2187 1862 68 587 33 77
Missoun 616 364550 276 38228 73069 258 39261 453 12614 375 13780

Montana 69 9154 764 34 275 41 209
Neimaslia 123 55699 70 1906 7632 73 1315 101 1765 68 2558
Nevada

New Hampshire 213 49304 122 414 5525 58 1111 208 1001 142 1836
New Jersey 674 895642 163 3559 100469 311 29563 475 30305 402 18623

New Meidco

New York 5153 8073421 1396 62285 828532 2565 237446 3617 226088 2967 260497
North Carolina 416 466059 182 24914 72092 224 13778 345 13459 261 28221
North Dakota

Ohio
1083 885251 507 31302 119487 539 54967 956 23662 742 31580

Oklahoma 173 202136 55 55576 35457 86 1995 131 7689 103 6557
Oregon 178 81356 63 17 10161 77 4747 128 2904 82 1521
Pennsylvania 1297 1492735 467 14035 282627 567 50590 1016 32231 879 51861
Rhode Island 67 41144 25 1888 8688 48 6452 69 1306 59 752
South Carolina 145 87313 53 2.012 9783 62 3809 101 3132 107 1809

South Dakota

Tennessee 274 112889 144 5495 33758 182 19642 194 2785 173 6760
Tesas 1115 1348733 462 137709 255120 485 77759 841 53503 684 33551
Utah ill 16038 28 2199 2982 53 1411 82 530 52 589
Vmont 47 28648 3443 37 1502 41 967 32 563

Vflginia 351 108004 156 18742 27889 160 9095 280 3651 255 3316
Washmgion 313 119748 137 9945 16900 101 3775 295 4273 227 3186
Weal Virginia 59 19642 32 494 4282 29 1613 59 1021 26 328
Wisconsin 737 288965 196 13149 41320 279 16818 587 15761 414 6104
Wyoming 22 22815 20 4907 5394 22 883 21 642
All other 81 466021 17 37103 53731 33 11055 57 8975 47 23941

Footnote St end of table
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Table .AlI FoundationsSelected Balance Sheet and income Statement Items Net investment income and Tax

and Distributions by StateContinued

At figeres are estimates based on samplesmoney amounts are in thousands of dollars

________ _________________ _________

Selected deductions Net erconre

State Total
Contiibjtions gifts grants Cornperraatron of officers

Dotiot

deductions
Number of Am Number of

less Amount

foundations foundations

21 22 23 24 25 26 27 28 29

United States total 3187933 21956 1953060 4581 43674 754fl 11937 1206287 1130866

Alabama 10325 207 6019 58 261 9654 133 10655 1001

Alaska

Arizona 6231 144 3599 fI 212 7064 91 8542 1478

Arkansas 2627 116 2212 1559 71 2106 547

California 118602 1637 88661 301 2919 91735 826 120780 29045

Colorado 18694 188 14706 50 4.47 6729 84 9256 2526

Connecticut 51119 500 34832 115 905 74286 256 86524 12238

Delaware 28792 121 14946 27 265 245 77 5.582 5827

Florida 33207 503 21133 90 724 19043 354 31127 12085

Geor9ia 41474 385 31052 91 561 12165 289 19938 7774

Hawaii 7647 28 4111 26 419 1635 23 2412 777

2200 44 -1839 fl 32-- 29471 --
11151015 173156 1679 125119 192 2496 64760 685 110181 45421

Indiana 106977 443 71938 155 760 51509 258 16565 68074

Iowa 7110 288 5898 59 96 2053 186 2875 822

Kansas 6510 179 4320 24 253 3893 78 4603 710

Kentucky 3833 55 2306 20 84 1498 36 2285 787

Louisiana 10877 126 5589 30 294 9457 tOt 11015 1.559

Maine 2767 70 1022 44 130 452 96 691 239

Maryland çincludes 50943 552 31096 lii 1608 35481 359 45414 9933

Massachusetts 19399 1147 48022 320 1853 5616 562 20.093 25710

Michigan 149976 679 113291 102 1251 15610 391 24188 39798

Minnesota 83322 473 56.467 98 438 8804 265 18467 27271

Mississippi 1143 84 878 718 43 959 241

Missoun 144968 573 127556 135 862 71899 328 22244 94143

Montana 937 49 482 173
Nebraska 7515 118 5713 29 90 117 79 1.001 884

Nevada

New Hampshire 4951 165 1296 49 91 574 106 920 346

New Jersey 102044 623 83475 47 1139 1575 335 23.163 24758

New Mexico

New York 1211156 4631 517663 697 14133 382624 2186 185573 568197

North Carolina 52696 357 43688 120 1493 19396 237 22429 3033

North Dakota

Ohio 118992 1083 68325 288 1366 495 540 33.484 32988

Oklaitoma 31993 176 25234 23 354 3464 108 13066 9602

Oregon 8965 147 6299 50 175 1196 102 3813 2617

Pennsylvania 168798 1136 135112 300 2.669 113830 652 156309 42.479

Rhode Island 6541 73 5295 31 156 2147 30 2861 714

South Carolina 9905 144 8226 33 166 121 59 3633 3755

South Dakota

Tennessee 15620 255 11633 82 128 18138 155 21622 3483

Texas 154766 995 113410 280 2266 100354 629 123486 23132

Utah 1795 82 1277 1187 53 1712 525

Vermont 4343 42 1273 900

Virginia 24512 343 8635 79 619 3318 152 6942 3624

Washington 13.059 260 9813 163 348 3841 171 6007 3066

West Virginia 3698 68 2915 584 39 1443 858

Wisconsin 38457 640 28227 t31 512 2863 312 9332 6469

Wyoming 3547 21 877 1.847 22 1859

All other 53789 51 30930 17 747 57 51 8965 9022

Footnote at end 01 table
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Table .All FoundationsSelected Balance Sheet and Income Statement Items Net Investment Income and Tax
and Distributions by StateContinued

IM ttgixes are estlinates based on samplesmoney amounts are in thousands of dollarsJ ______________ _______________ _______________

Adjusted net Muiimum investment Qualifying

Nat Excise tax ____ ____ _____ ____
investment on net invest- Number Number Number Nimther

otcome ment income of Amount of Amount of Amount of Amount

oundatms fousdabons ndalionS toundatms

30 31 32 33 34 35 38 37 38 39

United States total 1513936 60611 21881 1450014 20459 1455303 20697 l543lfl 23447 2542279

Alabama 8.682 347 238 tattOO 185 7729 226 9340 227 10215

Alasto

Aizona 2971 119 144 2494 126 3257 124 3390 136 4.367

Askanoas 1067 43 124 885 109 1154 tO 1192 137 2349

California 59641 2388 1729 58323 1418 56215 1478 60162 1809 109579

Colorado 16476 659 195 16393 173 11887 188 15413 210 15785

Connecticut 25895 1035 486 23476 480 23112 485 24157 518 43068

Delaware 20760 830 137 21250 129 19718 125 17952 153 24365

Florida 15.792 632 493 14032 496 15330 498 17428 564 29073

Georgia 23255 930 415 21677 390 30183 398 30701 443 47944

Hawaii 5797 232 33 5653 30 5278 29 4012 44 6810

Idaho 759 30 45 964 36 895 45 1137 45 2080

Illinois 79954 3195 1545 76643 1605 73959 1599 74835 1758 142145

Itabana 33588 1343 476 32299 474 59794 478 59267 511 77698

Iowa 5192 208 295 4901 312 3983 305 4609 313 6284

Kansas 3773 151 147 3706 127 2438 129 3641 183 5310

Kentucky 1040 42 74 1228 77 1085 67 1325 62 3111

Louisiana 7215 289 140 7189 142 5866 126 6655 159 9801

Maine 1653 66 117 1706 100 1354 82 891 109 3495

Mahiiand includes 22474 891 541 20486 495 19153 492 18171 596 42076

Massachusetts 36656 1466 1196 35952 1066 34401 1046 33518 1278 55345

Michigan 73501 2940 681 74379 628 78637 614 88921 695 117432

Minnesota 39280 1573 520 38316 482 36215 527 33778 521 66805

Miosiosippi 703 28 70 61 505 70 796 75 1065
Missoun 30335 1211 594 26404 543 29796 548 30206 593 133555

Montana 462 18 69 408 46 365 55 411 50 567

Nebraska 4979 199 130 4195 119 3311 138 6406
Nevada

New Hampshire 2772 Ill 204 2980 157 2333 166 1520 185 3919
New Jersey 57596 2304 615 48410 553 79190 562 77339 693 104941

tlew Ilex
New York 499258 19966 4366 484088 4296 479069 4274 495713 4986 847943
North Carolina 26422 1056 388 224.46 346 30917 362 31184 386 47255
No.lh Dakota

Ohio 55600 2222 1043 54202 1009 51634 1038 50131 1075 98255

Oklahoma 28815 1153 156 24391 162 18751 160 26491 169 27878
Oregon 4676 187 145 4552 142 3926 134 4138 162 6783
Pennsylvania 92510 3677 1178 85734 1101 113739 1101 113017 1214 148737
Rhode Island 2363 94 71 2045 65 1462 53 1725 79 7952
South Carolina 4954 198 147 4666 154 4463 150 4394 154 8353

South Dakota

Tennessee 13051 522 241 9485 212 8531 245 9705 280 12219
Texas 139076 5561 1038 116270 945 88012 989 107415 1059 129846
Utah 1356 54 92 1040 75 1219 66 1176 92 1399
Vermont 1467 59 33 1322 26 1398 30 416 47 2730

Vigima 7930 317 346 15771 298 6439 290 6450 357 302O
Washington 11343 454 297 8431 288 7181 304 8484 285 11377

West Virginia 2165 85 59 2168 39 1123 46 2074 66 3341
Wisconsin 21715 868 647 21074 632 16592 637 19949 667 33371

fon1ing 1802 72 23 1690 22 1196 21 1565 23 1365
All other 11160 545 53 29516 29 6564 31 28667 55 40537

Estimate in not shown because at the small macher 01 sample relwna on which it was based However the data are included in the appropriate totals

NOTE Detail may not add to lobe because 01 rounding
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186 PrIvate Foundations Exempt from income Tax for 1974

Table .Ali FoundationsComputation of Minimum investment Return and Distributable Amount by Size of Total Assets

figures are estimates based on samplesmoney amounts ate in thousands of doflws

Size of total
assets__________ __________ __________ ___________

Item Total Assets zero $10000 $25000 $100000 $500000 $1000000 510000000
000000

or not

000
tinder under under wider wider wider

reported

$10
$25000 $100000 $500000 $1000000 $10000000 $50000000

or

10

of foundations 26889 1233 6298 3215 6113 5773 1540 2383 290 84

Number of foundations with mInimum Investment

return 20459 441 3332 2369 5217 5131 1413 2214 273 83

Computation of minhinum Investment return

Value of nonchajitabte assets 28829928 54460 20319 42534 275143 1.196745 1034575 7371155 6918362 11.910635

Mmus

Acquisition indebtedness 465404 90 281 207 4809 6455 19970 50714 116715 266163

Cash held tsr charitable purposes 340336 901 657 791 4097 t4764 100 72166 80678 166182

Equals Base for calculating minimum invest

ment retum 28024188 53469 19381 41536 266237 1175525 1014505 7254276 6720969 11478290

MinImum Investment return total 1455303 2930 1048 2217 14182 61685 53668 385583 347925 588065

Nonoperaling toundations organized
after

May 26 1969

Number of toundations 1920 551 305 478 334 93 114 13

Amount 41693 252 266 1227 3638 4535 15388 8825 7546

Nonoperating foundations organized before

May 27 1969

Number of foundations 17725 410 2628 2008 4638 4606 1241 1906 233 55

Amount 1339929 2913 750 1920 12674 55735 46613 343280 309876 566169

Operating foundations

Number of foundations 814 153 56 101 191 79 194 27

Amount 73681 46 31 281 2312 2520 26915 29224 12350

Computation of distributable amount

Higher of adjusted net income or minimum

investment return 1626288 3895 2548 3338 19424 79714 64957 434872 383263 634277

Minus

Tax on net investment income 60611 207 149 159 727 3060 2662 17115 14897 21636

Tan on uteelated business income 1711
27 132 536 994 21

Net adjustments 20244 864 132 50 1195 372 681 10068 5473 3878

Equals Distributable amount 1543722 4552 2268 3.129 17501 76999 61482 407153 361894 608742

Total qualifying distributions 2542279 18520 42461 23739 77400 200363 125524 883598 565916 825760

Total assets 25514367 15340 53489 332497 1336604 1080851 6879158 5944584 9865840

Selected assets

Investments in Government obligations 1440501 366 2506 25402 84436 69405 417395 397283 443707

Investments in nongovernrnent bonds 5045332 1300 7637 42373 230393 206254 1451213 1270636 1835525

Investments in corporate stock 13407316 2878 15577 122477 572409 480140 3241888 2905475 6066472

Estimates not shown because 01 the small number of sample returns on 151 was based However the data are included in the appropriate totals

NOTE Detail may not add to total because of roundin9

Table .Number of Foundations by Size of Total Book Value of Assets and by Size of Total Fair Market Value of Assets

All figures are estimates based on samples
_____________

Number of foundations by size of total fair market value of assets

Size of book value of assets

foundations

Assets zero

$1 under
$25000 $100000 $500000 $1000000

or not

$10000
under under under under under

$10000000

reported $25000 $100000 $500000 $1000000
or more

Total 26889 2414 6160 3219 5705 5364 t462 2180 385

Assets zero or not reported 1233 1t87

$1 under $10000 6298 678 5.513

$10000 under $25000 3215 147 494 2442 96

$25000 under $100000 6113 229 95 689 4847 227

$100000 under $500000 5773 120 35 29 690 4712 151 36

$500.00 under $1000000 1540 22 II 363 1020 119

$1000000 under $10000000 2363 31 t9 256 1989 60

$10000000 or more 354 36 302

Estimate
is not shown because ot the small number ot sample returns on which it was based However the date are included in the appropriate totals
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Private foundations areamong the least understood organizations in modern

society Formed from large private wealth accumulations under accommodating

tax law treatment private foundations represent an important segment of the

tax-exempt sector The purpose of this paper is to examine private

foundations and to describe some current and proposed research in this area

In Section private foundations are analyzed from an institutional

perspective with an emphasis on the tax treatment that contributed to their

establishment Private foundation data are examined in Section which is

divided into four parts First data on the concentration of assets among

foundations are examined Second some perspective on the philanthropic

activities of private foundations and other charitable tax-exempt

organizations is provided by comparing their charitable expenditures to

aggregate measures of economic activity Private foundation time series

issues are addressed in the next part of this section Private foundation

data from four years 1962 1974 1977 and 1978 are reviewed In the final

part of this section data on the composition of assets liabilities

receipts and deductions and on selected flow to stock ratios are all examined

by size of total assets

Section describes IRS efforts to establish an improved private foundation

data base for use in tax policy research The recently published Statistics

of Income SOI197478 Private Foundations 113 is major effort in this

regard and is the primary data source for this paper Tables of basic data

are provided in Section
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Institutionalized Philanthropy Private Foundations

and Federal Tax Law

Although the origins of institutionalized philanthropy go back as far as the

ancient Chinese Indian and Egyptian civilizations little historical data

has been available on its size and impact In medieval times the church

was the primary coordinator of philanthropic activity and has retained

sjgnlficantrole to the present day However with the growing scale pf

private enterprise in the late eighteenth and nineteenth centuries the

traditional purveyors of philanthropy were joined by new benefactor whose

origins are in private business enterprise Portions of the vast fortunes

accumulated in the U.S economy were set aside for charitable activities thus

ushering in the age of the modern private foundation These new entrants in

the philanthropic field differed from their predecessors in two ways First

since the financing of these foundations came from wealth created in the

private business sector it is not surprising that they were businesslike

in their philanthropic activity utilizing management structure similar to

the organization of their parent companies Second the businessmen and

women who ventured Into the field of institutionalized philanthropy held one

dominant characteristic in conon they were economically successful to

degree that was previously unimagined The enormous incomes and wealth

accumulations of their business enterprises combined with powerful altruistic

motives resulted in the creation of core of very large private

foundations This concentration of size among foundations persists to this

day
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In the period 19131917 federal tax law Initiated Its preferential

treatment of philanthropy With rising fiscal burden caused by increased

involvement in World War Congress feared that the adoption of an income tax

would be met at the expense of charitable giving Therefore Congress enacted

law changes which exempted the income of philanthropic organizations from

taxation and permitted the deduction of gifts by individual and corporate

donors to these organizations These changes have important ramifications

since with the adoption of income and estate taxes and an allowance for

charitable deductions from the bases of each of these taxes the federal

government effectively subsidizes charitable activities relative to other

activities for which no deduction is available Organizations whose income Is

exempt from tax and in certain circumstances whose donors are allowed

deductions receive tax reductions to conduct their philanthropic activities

Private foundations are among the types of organizations that receive both of

these benefits

Before the Tax Reform Act of 1969 private foundations were not defined in

the Internal Revenue Code and the limitation on what constituted legitimate

tax-exempt activity was unclear The relationship between donors and

foundations was governed by vague arms-length test under which

foundations were allowed to engage In activites with related parties as long

as both parties acted independently and did not alter the outcome from what

would have occurred in an open market transaction Because of the

vagueness of the law alleged foundation involvement in questionable

activities rlll827 and political pressures for tax reform Congress

enacted the Tax Reform Act of 1969 which ended the laissez-faire era of

private foundations in the U.S
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Private Foundations and the 1969 Tax Reform Act

Under the 1969 Tax Reform Act private foundations were defined for the

first time to mean any domestic or foreign organization described in

section 501c3 other than those mentioned in sections 509al-4 of

the Internal Revenue Code established and operated exclusively for

religious charitable educational or similar purposes with the following

exceptions

Organizations to which 50% of an individual income can be

deducted Generally this refers to churches and educational

or medical organizations

Organizations with broadbase public support that receive at

least onethird of their support in small contributions and do

not receive more than onethird of their support from investment

or unrelated business income

Certain organizations established exclusively for the benefit of

one or more of the organizations described in al and above

Organizations which are established and operated exclusively for

the testing of public safety

Since this definition may be unclear to anyone unfamiliar with this portion of

the Internal Revenue Code it is necessary to define private foundations in

nontechnical manner Generally private foundation is private

nonprofit organization with narrow base of financial support whose goal Is

to mantan or assist social educational religious or other activities

deemed to serve the public good and which is usually controlled by the donor

or family members Foundations can be classified as either nonoperating

or operating foundations Nonoperating foundations which account for

approximately 96 percent of the total are organizations that carry on
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charitable activities In an indirect manner by making grants to other

organizations or persons that directly carry out these activities or to

persons deemed to be worthy of support Operating foundations on the

other hand directly engage in charitable activities 113

In addition to defining private foundations other provisions of the

1969 Tax Reform Act that affect foundations include t13

required current minimum distributable payout for charitable

purposes the Distributable Amount

Prohibition of self-dealing between foundations and certain

related parties Disqualified Persons

Limitation of private business holdings of foundations

Prohibition of speculative investments

Prohibition on expenditures for lobbying electioneering and

other activities not pursuant to the foundations tax-exempt

purpose

Establishment of graduated penalties for violation of one or more

of the Acts provisions

Imposition of tax on foundations net investment income to

cover the U.S Governments cost of monitoring their activities

Imposition of more detailed filing requirements
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Private Foundations in the Post Reform Period

The provisions of the Tax Reform Act of 1969 raised several policy issues

concerning the foundation sector Itself and its new relationship with the

federal government The minimum distribution requirement is generally consi

dered the nest significant provision since it mandates current distributions

for charitable purposes as opposed to the unlimited accumulation of funds

lonoperating foundations are required to distribute to qualified parties the

greater of their adjusted net income the amount by which gross income exceeds

expenses or their minimum investment return fixed percent of nonchariable

assets If the required distribution exceeds the rate of return on assets

foundation would have to liquidate some assets to meet this requirement The

composition of foundation assets are also affected by this requirement since

current returns on investments are now needed

The relationship between the foundation sector and the federal government

can be classified into three general areas the exemption of foundation

income from most taxation the regulations and requirements largely

included in the Tax Reform Act of 1969 and the preferential tax treatment

available to donors Changes in any of these areas have an effect on the

foundation sector The recently passed Economic Recovery Tax Act of 1981 has

changes affecting the regulations and requirements and the treatment of

donors First beginning in 1982 the computation of the private foundations

required minimum distribution is no longer to Include adjusted net income

The new requirement is that oniy an amount equal to the minimum investment

return be distributed This change lowers the required minimum distribution

for those foundations whose adjusted net Income exceeds their minimum invest

ment return Second marginal tax rates for both Individuals and corporations

have been reduced This change effectively increases the donors cost of
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contribution since it reduces the tax benefit which is derived from

contribution Finally individuals who do not itemize their deductions

may now deduct charitable contributions from their income bases This

change reduces the net cost of contributing by nonitemizers since these

individuals are now provided with the tax benefit previously available

only to those who Itemize deductions Although it is anticipated that

these recently enacted changes will have significant impact on the

foundation sector their actual effects cannot be readily determined but

will be the subject of future research

An Examination of the Private Foundation Data

In this section data on private foundations and other comparative

economic entities are examined The major impediment tà more thorough

examination is the lack of periodic studies in the tax-exempt area

There are only four years for which sufficient data are available to

examine the foundation sector as whole 2/ Concerning the availability

of data on other charitable organizations exempt from tax under section

501c
an SOl study for 1975 supplemented with Master File data for

197778 is the only current information available 4/ Certain charitable

exempt organizations such as churches are not required to file tax

returns Consequently data are not available on these organizations

In addition organizations exempt under 501c exclusive of private

foundations are not required to file return Form 990 If their total

receipts are below certain minimum level 5/ FInally there is

problem with duplication Since the contributions of private

nonoperating foundations are primarily made to other tax-exempt

organizations double-counting is widely prevalent in these data
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In conclusion the analysis of the charitable tax-exempt sector is

difficult Nevertheless we believe that subject to these various

shortcomings the charts and tables In this paper provide useful

description of the composition of the private foundation sector and some

perspective on the role that private foundations have in philanthropic

activity

Private Foundation Asset Concentration

In 1974 there were 64 foundations having assets of $50 million or

more Even though this group accounted for only 0.2 percent of almost

27000 foundations it accounted for 39 percent of total foundation

assets see table All by Itself for example the Ford Foundation

with assets of $1.8 billion accounted for percent of total foundation

assets The 354 foundations with $10 million or more In assets accounted

for approximately percent of the total number of foundations but 62

percent of total assets Foundations with assets of $1 million or more

comprised 10 percent of the total number of foundations but 89 percent of

total assets Clearly considerable asset concentration exists among

foundations



196

Table -- The Number of Private Foundations and the Amount of Total Assets

by Size of Total Assets 1974

figures are estimates based on samples -- money amounts are tn millions

of dollars

Number Percent Vercent

Size of total assets of of Total of

foundations total assets total

_____________________________
li

Total 26889 100.0 $25514 100.0

Under $25000 10746 40.0 72 .3

$25000 under $100000 6113 22.7 332 1.3

$100000 under $500000 5773 21.5 1337 5.2

$500000 under $1000000 1540 5.7 1081 4.2

$1000000 under

$10000000 2363 8.8 6879 27.0

$10000000 under

$50000000 290 1.1 5945 23.3

$50000000 or more 64 .2 9869 38.7

NOTE These data are from Totals may not add due to rounding

Private Foundations Other Charitable Organizations Government Social

Welfare Spending and Aggregate Economic Activity

Data are presented in Table of Section for four recent years to show

the relative importance that private foundations and other charitable

tax-exempt organizations have tn comparison to other measures of economic

activity The measure used in this comparison for private foundations and

other charitable tax-exempt organizations that file returns with the IRS is

expenditures for exempt purposes which includes all disbursements for

activities that are directly related to the tax-exempt purposes of the

organization Also for comparative objectives we have included measure of

governmental philanthropy called social welfare expenditures These data

are compiled by the Social Security Administration and include public transfer

payments and investment expenditures for schools hospitals and other related

facilities
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It is clear that particularly for private foundations but also for other

charitable exempt organizations expenditures for exempt purposes are small in

comparison to the gross national product GNP Government philanthropy as

measured by social welfare expenditures is by far the largest philanthropic

entity equal to approximately 19 percent of the GNP Even within the

charitable tax-exempt sector private foundation expenditures are relatively

small and they are considerably smaller In comparison to the major economic

aggregates

The portions that the three philanthropic entities have relative to the

GNP indicate no significant trends in the four year Interval The private

foundation expenditures share is largest relative to the GNP In 1974

However this could be caused by the 197475 recession which slowed the rate

of GNP increase and could have induced additional phIlanthropic expenditures

Expenditures by other charitable organizations are significantly larger

percentage of the GNP in 1975 than in the other two years for which these data

are available Although we can only speculate on the reasons for this two

factors could have had an effect First the recession of 197475 could have

had an effect similar to that hypothesized for foundations The second and

possibly stronger effect Is the easing of the filing requirement which

occurred at the end of 1976 Prior to this change an organization was

generally required to file tax return if its receipts totaled $5000 or

more This minimum receipt filing requirement was raised to $10000 for years

beginning with 1977

In conclusion the foundation sector Is small component of private

philanthropy and an even smaller component of broadened concept of

philanthropic activity that includes government spending for social welfare

Nevertheless this does not imply that foundations and other charitable
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tax-exempt organizations are unimportant The expenditures of these

organizations are in billions of dollars despite the considerable amount of

activity that is not included in these data because many charitable

organizations e.g churches are exempt from filing Furthermore private

philanthropy may soon be called upon to fill the void created by cuthacks in

public funds for social programs

An Examination of Trends In the Private Foundation Data

Since only four years are available to look at trends any conclusions

that can be drawn must be qualified However time series analysis of the

private foundation data is of significant policy interest so the data

presently available are compiled for analysis in Table The four years for

which data are available for analysis are 1962 from the Treasury Department

Report on Private Foundations and 1974 1977 and 1978 all of which

are from the Statistics of Income--l974-78 Private Foundations Data

for 1974 are from full-scale 501 study while data for 1977 and 1978 are

from the IRS Master File Data are presented for the nunther of organizations

total assets book and market values total receipts and total contributions

paId 6/ The amount data are also presented in constant 1972100 dollars

These data were converted to constant dollars with the applicable GNP implicit

deflators Finally growth rates for each of the mini time series are

presented These growth rates have been annualized to reflect yearly

changes In each series from the last available data entry

Before the examination of the data can proceed an additional

qualification is needed Despite the limited number of periods available the

sources and corresponding methodologies used to obtain the data for each of

the four periods cannot be overlooked Data for the four periods are from two
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different types of studies For 1962 and 1974 stratified sampling designs

were used in which larger organizations were sampled at considerably-higher

rates However since the term foundation was not defined in the Internal

Revenue Code until the Tax Reform Act of 1969 the issue as to.the consistency

between the 1962 and 1974 studies is unresolved The 1977-78 data are from

the Master File which has 100 percent sample less item detail and greater

likelihood of uncorrected erroneous response Any conclusions that are drawn

from the data must take this into consideration
--

In the sixteen year interval the number of private foundations has nearly

doubled For the perIod 19621974 the annual growth rate is percent In

the period 1974-77 the annual rate is percent but for the one year

1977-78 It is percent While it is difficult to draw any conclusions

concerning this pattern of growth it is of interest to note that the period

1974-75 was marked by an economic downturn which might have slowed the rate of

creation of new foundations and caused the liquidation of existing foundations

An alternative perspective of foundation growth is available from data on

the number of organizations by year of exemption These data are

available for broad intervals of ten or more years prior to 1970 but are

available annually for 197074 By computing the ratio of the number of

organizations receiving current years exemption to the cumulative number of

organizations growth rate can be estimated This rate is percent for

1970 percent for 1971 and 1972 and percent for both 1973 and 1974 This

information supports but does not confirm the hypothesis that the foundation

growth rate was adversely affected by the Tax Reform Act of 1969 and the

recession of 197475 However there are two shortcomings with this

information First the data on births are only part of the changing picture

of the number of foundations Comparable data on foundation liquidations are
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also needed Second the year of exemption does not necessarily correspond to

the birth of foundation The former is actually the date of formal

recognition of tax-exempt status by the IRS In some situations this can

occur considerable time after the birth of the organization Therefore

these data are at best an indicator of foundation growth and should be used

with caution

The two measures of total assets book and market values both show large

gains over the entire 1962-78 period The book value measure increased by 183

percent while the market value measure increased by 126 percent Except for

the 1962 book value amount the constant dollar asset measure shows

considerable degree of stability for these years The annualized current

dollar asset growth rates for both book and market values are all relatively

stable ranging between to percent In constant dollars the annualized

growth rates show no real patterns In fact the market value of total assets

has hardly grown at all in the 1962-78 period

The market value asset measure is generally preferable to the book value

measure since the latter can be unrealistic especially in periods of

inflation All of the income and expenditure data are in current market

values However the asset detail provided in the balance sheet portion of

the tax return Form 990PF is all in book values

Data on total receipts and contributions paid both show large increases

over the sixteen year span with the former increasing by 164 percent and the

latter by 173 percent In constant dollars total receipts increased only 24

percent and contributions went up by only 29 percent The annualized growth

rates indicate modest increases in the earliest period but larger increases in

the latter periods

In general the long run picture Is not clear however some patterns are

evident First the total number of private foundations has grown

considerably although the apparent aberration of growth in the 1974-77 perIod
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makes any projections difficult While the constant dollar total asset

rflpJr hw hn 1.tiv1v th1 fnr th mnrp rrpnt this rrnt

and contributions paid data both in current and constant dollars have

generally shown more growth

Closer Look at the Composition of Foundation Assets Liabilities

Receipts and Deductions and Selected Ratio Comparisons of Key Foundation

Variables ----

Selected foundation data by size of assets are examined in the remainder

of this section The level of detail at which this analysis is made is only

available in the 1974 SOt study therefore all of the discussion in this

section is limited to this one year The data which are analyzed are

presented in Tables 3-7 of Section In Tables 36 the composition of

assets liabilities receipts and deductions respectively are each

classified by size of total book value of assets In the lower portion of

each of these tables the composition percentages within each asset size class

are given Some selected flow to stock ratios are presented in Table

again by size classes of assets These ratios show the relationship between

various receipt deduction and distribution variables and corresponding

asset size measure Four charts have been derived from data in these tables

and are presented in the text below In the discussion that follows some of

the more significant phenemona in the data are discussed

Composition of assets by size classes of assets are presented in Table

of Section The four largest components of foundation assets by size of
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assets also appear In Chart Corporate stock is the largest asset component

for foundations as whole and for every asset size class except the smallest

foundations i.e those with total assets under $25000 Also the percent

age of foundation assets accounted for by corporate stock increases steadily

with the size of assets from low of 26 percent for the smallest foundations

to 62 percent for the largest foundations i.e those with assets of $50

million or more Since current foundation distributions are dependent in

part upon current asset values market fluctuations of corporate stock can

effect current foundation activities because foundations are so heavily

invested in stock

Private foundation cash holdings as percent of total assets show

pattern opposite to that of stock holdings On the whole cash holdings

account for only percent of foundation assets and are the fourth largest

asset component However cash accounts for 40 percent of foundation assets

among the smallest foundations and 27 percent among the second smallest

foundation group i.e foundations with assets of $25000 under $100000

Cash holdings as percent of total assets declines steadily with Increases in

asset size to low of percent for the largest foundations The high

composition of cash among the smallest foundations Is apparently due to the

need to maintain some liquidity for current transactions the presence of new

foundations and liquidations of existing foundations

The second largest asset component in total is nongovernment bonds This

item accounts for 20 percent of assets for all foundations and shows steady

growth in importance with increasing asset size These holdings account for

12 percent of assets for the smallest foundations and gradually Increase to

high of 21 percent for the second and third largest asset size classes I.e

foundations with total assets of $1 under $10 million and $10 under $50
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million respectively before declining to 19 percent for the largest

foundations Government obligations the third largest asset component

accounts for percent of total foundation assets and shows little

composition change across asset size classesexcept for the smallest and

largest foundations

Data on liability composition by size of assets are presented in

Table Private foundation liabilities are defined to include net

worth which is by far the largest liability component accounting for 94

percent of the total In each of the asset size classes except the

largest class net worth accounts for at least 95 percent of total

liabilities For the largest foundations net worth accounts for only 90

percent of the total The other liability components which comprise

percent of the total liabilities include contributions gifts and

grants mortgages and notes accounts payable and other liabilities

The composition percentages in Table are for liabilities excluding net

worth Contributions gifts and grants is the largest component of this

group accounting for 53 percent of the total It steadily increases its

relative share as asset size increases from low of 14 percent for the

smallest foundations to high of 65 percent for the largest foundations

The second largest liability component excluding net worth is

mortgages and notes payable which comprises 32 percent of the total

Its pattern across asset size classes is erratic Accounts payable the

third largest entity of liabilities less net worth also shows somewhat

erratic pattern across asset size classes While it only accounts for

percent of the total it comprises 28 percent of the total for the

smallest foundations
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Private foundation data on the composition of receipts by asset size

are shown in Table and plotted in Chart Contributions gifts and

grants received is the largest component of total receipts comprising 37

percent of the total The share of this item in total receipts declines

markedly however from high of 78 percent for the smallest foundations

to low of 24 percent for the largest foundations The second and third

largest receipt components dividends and interest account for 23 and 21

percent of total receipts respectively and show relatively steady

growth with increases in asset size Together these two components are

the major source of receipts for foundations in the two largest asset

size classes Thus the larger foundations are more dependent on

property Income as source of their receipts while the smaller

foundations are more dependent upon contributions Net gain from the

sale of assets is the fourth largest receipt component accounting for

percent of the total and it shows moderate increase in its composition

share with increasing in asset size

In Table and Chart data on the composition of deductions by size

of assets are presented Contributions gifts and grants paid is by far

the largest deduction item accounting for 61 percent of the total Its

share is relatively steady across asset size classes 67 to 81 percent

except for the largest foundations in which It comprises only 46 percent

of the total The second largest deduction component net loss from sale

of assets accounts for 15 percent of total deductions and generally

shows modest growth with increasing asset size However for the largest

foundations this Item accounts for 24 percent of the total which Is more
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than double that of any other asset size class The third and fourth largest

components of total deductions are employee wages and benefits and taxes

which comprise and percent respectively of the total Both of these

components show some increases in share with ascending asset size over the

lower asset size classes but each declines in relative importance In the

higher asset size classes

Flow to stock ratios by size of assets are shown in Table and are

grouped according to receipt to asset ratios deduction to asset ratios and

distribution to asset ratios Concerning the ratios In general the most

striking aspect is the presence of maximum value for each item in the

smallest foundation size class of assets In three cases contributions

received to assets contributions paid to assets and qualifying distributions

to assets the flow to stock ratios are at least 69 percent This pattern of

decreasing ratio values with increasing asset size is most pronounced in the

deduction to asset ratios In general we believe that this phenomenon is

caused by liquidations of existing foundations Since the asset measure used

as denominator for both the receipt to asset ratios and the deduction to

asset ratios is year-end book value an organization undergoing liquidation

would generally have positive values for receipts and deductions and zero

asset value When the data are grouped by asset size these organizations are

all in the smallest asset size class The distribution to asset ratios used

as denominator the average fair market value of assets not used for

charitable purposes Since even liquidating foundations would likely have

positive average asset value there is less of tendency of inflating the

flow to stock ratios In the smallest asset size class This partly explains

why these ratios exhibit somewhat less pronounced pattern of large values In

the smallest size class
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In the receipt to asset ratios the contributions received to asset ratio

steadily declines from high of 69 percent for the smallest asset size class

to low of percent for the largest class The dividend to stock ratio is

11 percent for the smallest foundations and between and percent for all

larger foundations Dividends interest rent and royalties were summed to

approximate total investment income The ratio of this total to assets

exhibits pattern similar to the dividend to stock ratio For the smallest

foundations the total investment income to asset ratio is 12 percent while

it is only percent for all other size classes Wet gain to assets shows

similar pattern at considerably lower level

As noted above the deduction to asset ratios have the most pronounced

pattern of considerably greater value for the smallest foundations

Furthermore for all but one of the deduction Items the minimum value is in

the largest asset size class The greatest decline across size classes is

with the largest deduction item contributions paid This ratio declines from

high of 99 percent for the smallest foundations to percent for the largest

foundations Wet loss to assets declines from high of 11 percent for the

smallest foundations to percent for medium foundations and rises to

percent for the largest foundations All of the other deduction to asset

ratios are at substantially lower levels and decline as asset size increases

to levels approaching zero for the largest foundations

Although the maximum value appears in the smallest asset size class for

each of the distribution to asset ratios this is only by tenth of percent
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for the minimum investment return This ratio is essentially constant at

percent for all asset size classes The distributable amount to asset ratio

declines from percent for the smallest foundations to percent for the

largest foundations The qualifying distributions to asset ratio shows the

most-pronounced decline among the distribution to asset ratios It declines

steadily from 72 percent for the smallest foundations to percent for the

largest foundations These three distribution to asset ratios are plotted in

Chart

Several phenomena are of interest in these distribution to asset ratios

First since the minimum investment return is essentially fixed percentage

of assets not used for charitable purposes ft is not surprising that the

derived minimum investment return to asset ratio is relatively constant across

asset size classes Second because the distributable amount is the greater

of the minumum investment return or the adjusted net income it is logical

that the distributable amount to asset ratio exceeds the minimum investment

return to asset ratio by small amount in each asset size class The size

of this difference however clearly declines with increasing asset size

Since the distributable amount is mandated distribution this suggests that

the smaller foundations are more inclined to meet the payout requirement by

distributing their adjusted net income as opposed to their minimum investment

return For the larger foundations these two ratios are virtually

Identical This implies that these organizations are much more likely to be

meeting the payout requirement by distributing their minimum investment

return Finally the most significant finding in the distribution to asset

ratios concerns the pattern of qualifying distributions across asset size

classes Qualifying distributions are direct expenditures for charitable

purposes or for the acquisitions of assets to be used for these purposes The

qualifying distribution to assetratio declines substantially with increasing
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asset size The smaller foundations are distributing amounts that exceed the

mandated requirement more than the larger foundations We suspect that

liquidations tend to accentuate this pattern for the smallest asset size

class however this pattern of decline is consistent across all size

classes For the largest foundations qualifying distributions exceeds the

distributable amount by only percentage points

IRS Studies on Private Foundations

and Other Tax-Exempt Organizations

This section summarizes some of the research activities being conducted by

the IRS in the tax-exempt area and Is divided into two parts In the first

part completed and forthcoming IRS studies of private foundations are

described In the second part some additional possible improvements in the

establishment of private foundation and other tax-exempt organization

database are noted

Private Foundation Studies

As previously mentioned the report Statistics of Income-1974-78 Private

Foundations filled need since no similar study had been undertaken in this

area for some time This study alone however is not adequate to address

many policy issues Work is presently underway in the Wealth and Tax-Exempt

Section of the Statistics Division of the IRS on full-scale Statistics of

Income study of private foundations for 1979 This work is scheduled for

publication In 1983 Since this study does not differ substantially from the

1974 SOl study in both design and content together they can be used for the

examination of trends between these two periods The principal difference
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that exists is shift away from detail on foundation activities toward an

increased emphasis on foundation financial variables classified by the size of

total assets year-end book and market values and average noncharitable

values receipts and contributions paid Also the 1979 SO includes data

for the first time on nonexempt charitable and split-interest trusts which are

treated as private foundations under the Internal Revenue Code

As previously noted the full-scale $01 studies are expensive endeavors

Typicallya ul1scale study invo1ves at least the following steps

The population of returns is sampled The likelihood of selection Is

usually dependent upon measure of size of the filer and other

relevant characteristics The 1979 Private Foundation SOT study uses

sample of 9300 Private Foundation returns Form 990-PF and 3200

Nonexempt Trust returns Form 5227

The significant data items on the returns selected for inclusion are

edited onto abstract sheets

The abstract sheet items are transcribed onto computer tape file

The tape file is tested for consistency and for the inclusion of

returns of the larger organizations for which the sampling rate is

100 percent

Errors and omissions In the file are corrected

Output specifications are defined and tables are produced

The documentation Is drafted and the study Is published

While this brief description has omitted many of the detailed steps in

constructing full-scale study it should be apparent that the procedure is

resource consuming process For this reason alternatives are being sought to

produce data that is more economical and timely Two possibilities are being

considered
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As part of IRSs compliance activities limited amount of information

on all taxexempt organizations that are required to file return is entered

into IRSs Master File System Since 100 percent of the returns of exempt

organizations that are required to file tax returns are included it is

possible to study the entire tax-exempt sector Prior SOl studies have been

conducted either for private foundations or for other tax-exempt organizations

because of the significant resources involved in conducting each of these

studies However considerably less item detail is available and the data

are not subjected to detailed consistency testing Nevertheless these Master

File data are an economical alternative in years when full-scale study is

not undertaken In general the reduced cost of Master File study must be

balanced against the loss of the item detail and the reduction in quality of

the data In Statistics of Income--l974-78 Private Foundations Master File

data were included for the years 1977 and 1978

Another possibility for creating less expensive and more timely private

foundation studies or tax-exempt organization studies in general Is to use

stratified sampling design similar to that used in the fullscale studies but

on substantially reduced basis As data in the prior section indicate

private foundation assets are highly concentrated Therefore study could

be designed to sample the largest organizations e.g those with $10 million

or more in assets at 100 percent rate and sample all the remaining

organizations at very low rate This study could use sample size of

approximately 1000 returns as opposed to the 1979 SQl study which sampled

total of 12500 returns The cost reductions would be substantial Item

detail would be comparable to that of full-scale study so detailed

consistency and balance testing and error resolution would be possible



215

Since the strengths of this approach presence of all large organization

returns and increased item detail complement the strengths of the Master File

approach an entire population of returns and no additional editing for

statistical purposes we are considering options in linking the two

procedures

Present plans are to repeat the.S0I cycle on only an to 10 year basis

and to produce one type of mini study for any year in which full-scale

study is not done The results ofthe mini studies will be published in the

quarterly Statistics of Income Bulletin Thus for years from 1979 on we

will have database that is both timely and relatively consistent

Improving the Database for Better Policy Research

While the initiation of annual foundation studies is the single most

significant improvement for better policy research other changes are also

needed As noted in the prior section balance sheet data from the private

foundation annual tax return Form 990-PF are entirely in terms of book

values If only for the recent phenomenon of high levels of inflation market

values are of greater Interest However because the determination of the

minimum payout Is dependent upon market values emphasis in the 1979 study has

been shifted in this direction Ideally the foundation balance sheet should

be changed to reflect market values or both market and book values

Nevertheless since these changes are not anticipated in the near future

methods are being devised to best utilize the information that is presently

available This approach uses the asset measure presently reported on the

return form which Is most appropriate to the items being examined

In the near future we are seeking to develop the capability to store the

annual databases in mode in which they can be readily available for

addressing Issues of current policy Interest
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In general the development of an exempt organization database cannot be

accomplished without commitment of significant resources Alternative

approaches are being examined to minimize this resource use Better quality

data on more timely basis would permit policy decisions regarding existing

and proposed legislative changes that would more accurately reflect the status

of the exempt organization sector
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FOOTNOTES

As it was previously noted the 501c3 organizations are doubly

priviledged in that their income Is exempt from tax and that donors can

deduct contributions from their own income up to prescribed maximum
The 1969 act allowed deductions of up to 50% of on individuals adjusted

gross income for any organization qualifying as 501c3 except

nonoperating private foundations while the maximum deduction for

donations to private foundation remained at 20% of an individual

adjusted gross income

2/ These four years are 1962 1977 and 1978 In

another study for 1973 Master File data were used to look at

foundation trends between 1962 and 1973 However these data have some

duplication_in their totals sothey cannot beused for examination -of the
foundation sector as whole

3/ These Include organizations established and operated exclusively for

religious charitable educational or similar purposes other than private
foundations

4/ This study will not be published as Statistics of Income report but will

appear in part in forthcoming issue of the Statistics of Income

Bulletin

5/ For years ending after December 31 1976 an organization is required to

file return if its gross receipts are over $10000 Prior to this the

requirement was for those organizations with gross receipts of $5000 or

more Also churches and some other types of organizations presumed to be

tax-exempt are not required to apply for exempt status

6/ We are using total contributions instead of expenditures for exempt

purposes because the latter was not available for 1962

7/ However the Master File data for tax years 1976 and 1979 are not

consistent with other years For 1976 the problem is that returns filed

in the following year 1977 were added to the file without regard to the

tax year for which they were filed For 1979 the returns added to the

file in the following year 1980 were subjected to cut-off at less than

twelve months
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Basic Tables

Table Ep dituree fot Exempt Purposes by Private Foundations and Other
Charitable TaxExempt Organizations Social Welfare Expenditures

and the Gross National Product

Money emounts are in millions of dollarsi

Expenditures for Exempt

Purposes Social Gross
Selected years Welfare National

Private
Other Expenditures Product

Charitable
Foundations

Organizations

1974 2409 n.a 264681 1434220
1975 n.a 36770 311216 1549212
1977 2692 29135 369289 1918011
1978 3101 30380 402887 2156087

Amount as percent of the Gross National Product

1974 0.17 n.a 18.45 100.00
1975 n.a 2.37 20.09 100.00
1977 0.14 1.52 19.25 100.00
1978 1.41 18.69 100.00

NOTE Private foundation data are from the Statistics of Income197478 Private

Foundations Table page Other charitable organization data are unpublished from the

IRS Social welfare expenditures data are from the Social Security Bulletin Annual Sta
tistical StjpPlent for 1976 and 197779 and are adjusted to calendar years The Gross

National Product data are from the National Income and Product Accounts of the United

States 192976 Part II Statistical Supplement Data unavailable are noted n.a
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Table 2.Private FoundationsNumber of Organizations Measures of Total Assets
Total Receipts and Contributions Paid for Selected Years 196278

Money amounts are in millions of dollars

Tota assets
Number of

__________ ___________ Concribu
Selected years organiza

Total
tions

Book faricet receipts
paid

value value

1962 14865 11648 16262 1898 1012
1974 26889 25514 n.a. 3263 1953
1977 27691 30328 34817 4446 2289
1978 29659 32935 36735 5018 2764

Money amounts are in millions of constant 1972 dollars

1962 14865 16496 2.3031 2688 1433
1974 26889 22202 n.a 2839 1699
1977 27691 21689 24900 3180 1637
1978 29659 21949 24482 3344 1842

Annual current dollar growth races

from year of prior study
___________

1962 n.a n.a n.a n.a
1974 4.9 6.5 .a 4.5 5.5
1977 1.0 5.8 5.1 10.3 5.3
1978 6.9 8.2 5.4 12.1 18.9

Ann-1 constant dollar growth rates

from year of prior study
____________

1962

1974 4.9 2.5 n.a 0.5 1.4

1977 1.0 0.8 0.5 3.8 1.2
1978 6.9 1.2 1.7 5.0 11.8
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DISCUSSION

Gabriel Rudney Yale University

Note This discussion was written in response to two papers presented at the 1981 American Statistical

iciat1on ASA Conference The papers are Nonprofit Organizations in America An Examination of

Information Return Filings with IRS and Private Foundations Federal Tax Law and Philanthropic

Activity An IRS Perspective found on pages 39 and 187 respectively

The authors of the two nonprofit papers have ASSET VALUATION

provided us with an informative discussion of

two important Internal Revenue Service studies At present there is an allowance of flexibility

on private foundations and other tax-exempt in the reporting of the value of assets in the

organizations The authors have dealt quite balance sheet information Such flexibility Is

effectively with the historical background of serious statistical limitation One cannot

this research presented many interesting really justify aggregation of values which are

statistical results and cited as is appro-
both hook and current values for the same types

priate at such meetings as this the nature of of assets or for different assets such as

the datas limitations physical assets and financial hold1ngs The

extent to which such aggregation occurs in the

In my role as discussant today would like data is unknown If It is extensive then the

to focus briefly on three improvements that must
usefulness of the IRS balance sheet data Is

be made if future work in this area is to be
-questionable If the practice is-small perhaps

successful better activity classification
it can be ignored or adjusted Some indication

sounder valuation of assets and elimination
of the extent of the problem Is warranted

the double counting of receipts
would like to suggest in future exempt

ACTIVITY CLASSIFICATION organization studies that the IRS report form

require strict adherence to the reporting of

Most users of exempt organization data are
either book value or current value for the

expected to he interested in data about
detail of the balance sheet The total assets

specific activity As see it there is much figure should be reported both in book value and

Interest in aggregate figures representing
in current value

the vast heterogeneous population of many types

of activities brought together only because the DOUBLE COUNTING OF RECEIPTS

organizations are tax-exempt and nonprofit The

greatest interest will center on philanthropic
The problem of double counting is also serious

organizations The philanthropic organizations The problem occurs because certain taxexempt
differ in purpose and operations from other organizations function as fundraisers for other

types of organizations such as memhership tax-exempt organizations As consequence
organizations which benefit members rather than there i5 double countina of receipts because the

the general public The nonprofit financial same funds are reported by the fundraisers and

organizations have additional purposes and by the recipient service organizations It is

rationales for taxexemption Included also are problem which the 1977 Census of Services

such differing organizations as cemetery
recognized in planning of the taxexempt section

associations veterans organizations and the
of its Census p2 The 1977 Census tried to

political parties As one can see many organi
avoid double.counting of receipts by collecting

zations serving different goals are included
information on operating expenditures of tax

under the cloak of tax-exemption Generally
exempt organizations instead of receipts on the

any interest in these organizations overall is
assumption that receipts just cover expenditures

related mainly to Treasury tax policy issues
In nonprofits Consequently the user of the da

Most users are expected to be interested in
particularly in the philanthropic area must

parts of this large heterogeneous universe
seek to adjust for double counting in receipts

Now the key to the parts is the activity suggest that in the future mechanism be
classification But the activity classifi- built into the 990 studies which would permit an
cation has serious deficiencies as described by adjustment for double counting This mechanism
the authors would like to suggest that could be specific identification of major

in future exempt organization studies special fundraising entities in the activity
effort be made to improve the structure of the classification and the snecific reporting of

activity classifications The 1977 Census of intra-activity transfers which create

Services made an important effort in this double counting aggregation of receipts

respect and the same type of effort should be

reflected in future SOI studies suggest REFERENCES

this with full realiiiion of costs and limited

resources On that point believe the statis- rll Two classification schemes were Included in

tical cormuunity would prefer smaller sample the paper as originally presented

but well stratified by activities Certainly Statistics by the Subsection Code upon

the costs of better activity classification
which the exemption was based and by the

should be supported by trade-offs such as type of activity In which the

reduced samples organization was engaged For the

229
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Proceedings type of activity was dropped C2 U.S Department of Commerce Bureau of the

since this information is featured in the Census 1977 Census of Service Industries

Fall issue of the SOI Bulletin describing Part West Region Other SerT
how the classification is structured and Industries U.S Government Printing

reported Office January 1981

REJO HIDER

Thomas Petska and John Sullivan

Internal Revenue Service

This reply is in response to the comments made itself 0f questionable value particularly in

by Gabriel Rudney which dealt with limitations periods of rapid price change
of the data in the two nonprofit studies

Specifically these topics are activity Nearly all private foundations are required to

classification asset valuation and double file an annual report return form 990-AR which

counting of receipts includes an itemized statement of year-end asset

holdings with both book and market valuations
ACTIVITY CLASSIFICATION This information can be used to evaluate the

procedures that foundations employ to value
For the 1974 private foundation study and the assets Furthermore these data provide the

1975 other tax-exempt organization study three
Only information on asset composition with

activity codes were picked-up directly from the
market values In general we believe that

return form In only the latter case however utilization of the 990AR asset information is

were the filers told to rank the activities the most-promising short run approach to

according to predominance In the 1977 and 1978
better understanding of the asset valuation

Master File studies for both private situation
foundations and other tax-exempt organizations
the activity codes were no longer on the return

The choice of the appropriate asset valuation
form so the activity code specified on prior method is by no means clear cut While most
return forms or the organizations application analysts would agree that market valuation is

for exemption was used In all of these the preferred method the detailed balance sheet
studies the activity that was predominant was data on the return form are all or predomi
assumed to be the principal activity This is nantly in terms of book va1ues Therefore the

limitation for organizations engaged in multiple examination of asset composition by size of

activities since all expenditures were assets is more meaningful in terms of book

attributed to this one activity Thus the vaues This situation has no easy solution

activity codes in the nonprofit studies are For foundations third asset measure total

considerably less than ideal average as opposed to year-end market value of

assets not used for charitable purposes is

While changes in the activity codes along the available Since this component is both

lines of the 1977 Census of Services to make market value measure and is actually used in the

them more like the SIC are beneficial the most determination of the mandatory distribution it

needed improvements in this area are better is the best asset measure for examination of the

identification of an organizations activities foundation payout data
and methodology to split the activities of

those organizations that engage In multiple Tabulations by asset size classes of book and

activities Both of these Improvements require market values have been made for private
better information on the organizations return foundations 1974 and other tax-exempt
form or supplemental forms which can be matched organizations 1975 This latter comparison
such as the private foundations annual report

appears below as table In both cases
Improvements 4n these areas however will be organizations included in book value asset
difficult We are long way from being able to size class also generally appear in the same
determine the actual amount of contributions market value size class However since the
paid for each type of activity Nevertheess

ranges within these size classes are fairly
improvements in the activity classification are

broad and since the book value asset total
high priority

which is the sum of the asset detail on the

bance sheet probably includes some market
ASSET VALUATION

valuations it is difficult to speculate on the

Most organizations report the original cost magnitude of the differences between book and

market valuations
minus accumulated depreciation if applicable
of an asset at its book value However for

DOUBLE COUNTING OF RECEIPTS
certain assets such as securities we suspect

that market valuation is commonly used
Double counting in the receipt data is also

Therefore the balance sheet probably contains

both book and market valuations While this problem that has no easy solution An

situation is discomforting because it adjustment for double counting based on the

conceptually inconsistent book vauatlon Census of Services data is better than no
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adjusieht at all despite incorporation of the CONCLUSION

dubious assumption that receipts equal

expenditures these organizations The In conclusion we thank the discussant for his

addition of line item on the return form helpful comments but hope he realizes that

denoting contributions received from other progress in any of these areas will be

tax-exempt organizations would greatly difficult Nevertheless we are committed to
facilitate our comprehension of this problem improving the tax-exempt organization database

However since this addition is not anticipated and recognize that improvements in the areas
users of the data wVl have to contend with the addressed in his comments are high on our list
presence of an unmeasured amount of double of priorities
counting in these data

Table 1.Exempt Organization Returns Excluding Private Foundations and Farmers Cooperatives
Number of Returns by Size of Total Book Value of Assets and by Size of Total Fair

Market Value of Assets 19751

All figures are estimates based on samples

Number of returns by ajze of total fair market

Size of total book value of assets
All value of assets

returns __________ ___________ __________ __________ ____________

Under
$100000 $500000 $1000000

$5000000
under under under

$100000
$500000 $1000000 $5000000

or more

Total 220197 170221 29126 7397 9246 4207

Under $100000 155967 154.090 1634 107 40 96

$100000 under $500000 39087 11.390 26921 617 137 22

$500000 under $1000000 9193 1881 470 6378 455

$1000000 under $5000000 11214 2122 87 279 8509 217

55.000000 or more 4.736 738 14 16 105 3863

1Data were obtained from unpublished Statistics Division tabulations on taxexemt organizations excltsing

private foundations and farmers cooperstives
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An Examination of Private Foundations for 1979

By Thomas Petska

In 1979 there were approximately 28000 foundations Expenditures for exenpt purposes represent expendi
that spent $3.2 billion for charitable religious and tures for activities that were directly related to the

other philanthropic purposes Over $1.7 billion of taxexenpt purpose of the foundation and included ex
these expenditures were made by the 490 largest penditures made for charitable educational religious
foundations Of the $6.0 billion in incane received scientific or other similar purposes
by foundations in 1979 these 490 largest foundations

accounted for $3.6 billion of this amount
Total Æsºts of foundations were similarly concen --

Expenditures
trated Those with assets of $1000000 or more Number Total Total for ExeTpt
accounted for only 13 percent of all foundations but Incane of Assets Receipts Purposes
90 percent of total foundation assets The 490 Year Foundations Billions Billions Billions
largest foundations accounted for 65 percent of total

___________ __________ __________ __________

foundation assets The largest foundation the Ford 1962 .. 14865 $11.6 $1.9 $1.0

Foundation had assets of $2.4 billion which was 1974 .. 26889 25.5 2.8 2.4

percent of the total 1979 .. 27980 34.7 6.0 3.2

Nunber Percent Total Percent
PRIVATE AND PUBLIC PHILANTHRY

of of Assets of

Asset Size Foundations Total Billions Total

As can be seen in the table below the nunber of
Total 27980 100.0% $34.7 1JO%

private foundations and their philanthropic expendi
tures are small in canparison to those of other

Under $100000. 15747 56.3 0.4 1.1
organizations recognized as taxexeirt under Internal

Revenue Code subsection 50lc3 Other 50lc3
$100000 under

$1000000... 8717 31.2 3.0 8.6
organizations such as the Pnerican Cancer Society and

$1000000 under
the National Kidney Foundation are generally consid

$10000000.. 3026 10.8 8.8 25.4
ered public charities because these organizations

$10000000
have broad base of public financial support
Private foundations have narrow base of financial

or more 490 1.7 22.5 64.8
support receiving most of their funds fran their

founders In addition to this broad base of

Although the Ford Foundation was clearly the largest support public charities are in the advantageous

foundation several other foundations also reported position of having fewer requirements and are exetipt

assets in excess of $250 million The ten largest
fran paying the excise tax that is required of

foundations which are listed below in order of de foundations discussion of the requirements

creasing asset size had assets that totaled $6.5 affecting foundations appears in the next section

billion or 19 percent of the total
Expenditures

Total Assets for Exempt

Rankir Name Millions Number of Purposes

Income Year 1975 Organizations Billions
Ford Foundation $2437
Andrew Mellon Foundation 691 Total exempt under

Kresge Foundation 609 sisection 501c3. 109135 $39.4

Rockefeller Foundation 539

Robert Wood Johnson Foundation 508 Private foundations. 27087 2.6

Charles Stewart Mott Foundation 405 All other 82048 36.8

The MacArthur Foundation 397

W.M Keck Foundation 336 Data are presented in the table below for three

Fundacao Calouste Gulbenkian 321 years in the 19621979 period to show the relative

10 The Pew Memorial Foundation 287 magnitude of private foundation expenditures
measure of public philanthropy called Goverment
Social Welfare Expenditures is included for compara

The nunber of foundations and their assets total tive purposes This series is canpiled by the Social

receipts and expenditures for exempt purposes all Security Pdministration and includes direct

increased substantially in the 19621979 period The Goverrinent disbursements to the aged disabled
number of foundations nearly doubled while assets unemployed and poor plus Government expenditures for

receipts and expenditures for exempt purposes tripled schools hospitals and other similar facilities

Prepared under the direction of Daniel Skelly Acting Chief Foreign Special Projects Section 233
Foreign Statistics Branch
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Expenditures for exempt purposes by private founda Foundations are classified as either nonoperating
tions are small in cctnparison to Government Social or operating Nonoperating foundations which ac
Welfare Expenditures and the Cross National Product count for approximately 96 percent of the total are
GNP Public philanthropy as measured by Government organizations that carry out charitable-or other phil
Social Welfare Expenditures accounted for between 11 anthropic activities in an indirect manner by making
and 18 percent of the CNP for the three years shown grants to other organizations or persons that carry
Private foundation expenditures represented less than out these activities Operating foundations on the

percent of Government Social Welfare Expenditures other hand engage directly in charitable and other

and are negligible in comparison to the CNP philanthropic activities In the case of individuals
contributions to private nonoperating foundations are

While the expenditures of private foundations are
deductible up to limit of 20 percent of adjusted

small relative to the total of all taxexempt orgafli
gross income AGI while contributions to operating

zations they still account for billions of dollars
foundations and public charities are deductible up to

Furthermore private philanthropic organizations have
limit of 50 percent of Ad Contributions by corpo

considerable flexibility in carrying out their
rations to philanthropy including amounts donated to

activities Since they are not directly accountable
private foundations are deductible only up to

to the public these organizations can initiate
percent of net income

creative approaches to social problemsolving without

need for an immediate return on their investments as
In addition to defining private foundations the

is often the case for public social programs In
1969 Act significantly increased the number of

addition private philanthropy can shift resources and
restrictions on foundation activities imposed an

priorities without the burdens that are characteristic
excise tax on foundations net investment income to

of public programs
cover the Governments cost of monitoring their

activities and required nonoperating foundations to

make current minimum distribution for charitable or

other philanthropic purposes This required minimum
Government

distribution was established to insure that found
Expenditures Social Cross

ations that benefited from their taxexempt status
for Exempt Welfare National

were also currently involved in charitable or other
Income Purposes Expenditures Product

philanthropic activities This provision has been
Year Billions Billions Billions

criticized on the grounds that it would necessitate

the liquidation of assets which could eventually lead
1962 $1.0 $64.7 $565.0

to the extinction of private foundations over time
1974 2.4 264.7 1434.2
1979 3.2 440.3 2417.8

As can be seen above foundation spending for

philanthropy was about the same relative to assets in

1979 as it was in 1974 The overall number of

TAX TREATMENT OF PHILANTHROPIC ACTIVITIES foundations increased between 1974 to 1979 and the

number of foundations with assets of $10 million or

The Federal Government grants exemption from income more increased from 354 to 490 Therefore these data

taxation to certain organizations that engage in chari do not support the position that foundations are

table and other philanthropic activities in order to dying breed

encourage philanthropy in the private sector The

primary reason for taxexempt status was best described

in U.S House of Representatives Ways and Means
COMPARISON OF FOUNDATION FINANCIAL DATA 1974 AND 1979

Committee report on the Revenue Act of 1938

The exemption from taxation of money or property de
All of the foundation asset items except for

voted to charitable or other exempt purposes is based
accounts and notes receivable increased considerably

upon the theory that the government is compensated for
between 1974 and 1979 Corporate stock the largest

the loss of revenue by its relief from the financial
asset item increased by $2.3 billion while corporate

burden which would otherwise have to be made by appro bonds the second largest increased by $2.0 billion
priations from public funds and by the benefits re

Government obligations were the third largest asset
suiting from the promotion of the general welfare

item and witnessed the largest increase both in

actual amounts and on percentage basis This
Another tax benefit that indirectly assists organi

increase was $2.7 billion which is almost twice the
zations engaged in piilanthropic activities is the

1974 amount The large percentage increase in
deductibility by donors of contributions from their

Government obligations was probably due to the high
income By reducing taxable income contributors levels of interest rates in 1979 making Government
reduce their total tax liability This effectively

obligations more attractive relative to other
lowers the net cost of contribution by the amount of investments
the contribution times the marginal tax rate of the

taxpayer

Before 1969 private foundations were not defined in

the Internal Revenue Code but were generally recog 1974 1979 Change
nized as taxexempt under Code subsection 50lc3 Asset Item Billions Billions from 1974

along with charitable educational religious and

other philanthropic type organizations Increasing Total $25.5 $34.7 36%
public awareness of the privileges of taxexempt

status and alleged foundation involvement in question Corporate stock 13.4 15.7 17
able activities contributed to the passage of the Tax

corporate bonds 5.0 7.0 40
Reform Act of 1969 Under this Act private founda Government obligations 1.4 4.2 200
tion was defined as nongovernment nonprofit organi Cash 1.2 2.0 66
zation with narrow base of financial support whose Accounts and notes

goal was to assist social educational religious or receivable net 1.0 0.8 20
other activities deemed to serve the public good Other 3.5 5.0 42
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On percentage basis the relatively small increase 1974 1979 Change
in corporate stock in comparison to other type assets Receipts Billions Billions from 1974

produced an overall percent decline in corporate

stockholdinqs as percent of total assets from 53 to Total Receipts $2.8 $6.0 114%
45 percent Corporate bonds accounted for 20 percent

of total assets in both years Government obligations Contributions
accounted for the largest relative increase growing gifts grants 1.2 2.3 91

from to 12 percent of the total The other asset Dividends 0.7 1.2 71

composition shares were relatively stable between the Interest 0.7 1.2 71

two periods Net gain or loss

fran sales of assets 0.2 0.8 500

If the effects of inflation are removed from the
Other 0.3 0.6 100

asset data for these two years the picture that

emerges is somewhat different The level of prices
I- ci

th
on ions grants is by far the

as measured by
ther

Implicit Price Inuex or
ee nt largest corTponent of total deductions and it increased

National Product Ll4 ncrease
y1 its share of the total from 71 to 79 percent between

between these two periods Since the vaueo
ast 1974 and 1979 The next largest deduction item

assets on increase percen
fit

values actually declined With base period of _1972
emp oy ges

-deductions
ncrease rom

100 the total real asset values were $22.2 billion

for 1974 and $21.2 billion for 1979

FOWDATION ASSETS INCOt AND DISTRIBUTIONS BY SIZE

Total liabilities for all foundations decreased by OF TOTAL ASSETS 1979

percent between 1974 and 1979 For foundations with

$10 million or more in assets it decreased by 17

percent However for foundations with assets under In Figure the three largest components of total

$1 million total liabilities increased by 25 assets are illustrated by size of total assets Cor
percent For all foundations total liabilities for porate stock was the largest asset component in total
1979 were only percent of total assets and for each asset size group except for the gro

under $100000 For this group cash which is not

In both years contributions gifts and grants shown here was the largest asset component The

constituted the largest source of receipts while
importance of cash in asset portfolios declines

dividends and interest were the two next largest significantly with increases in the size of total

sources Although dividends ranked second for 1974 assets The relative share of corporate stock

It dropped to third for 1979 with interest replacing increases with asset size Corporate bonds and

it This increase In the share of interest relative Government obligations the second and third largest

to dividends is not surprising when two factors are asset types also generally increased in importance
-- considered First as the asset composition with increases in the size of the foundation but much

indicates investment portfolios have shifted away more modestly than corporate stock

from holdings of corporate stock toward Government

obligations Second and related to the first reason
in 1979 interest rates were at historically high Figure shows the three largest sources of receipts

levels so even without portfolio changes returns on by size of total assets Contributions share of total

these assets would be high relative to 1974
receipts declined as the size of the foundation

Figure

The Three Principal Components of

Total Assets by Size of Total Assets 50

1979

EEEErEgation

Under $100000 $1 .000000 $10000000
$100000 under under or more

$1000.000 $10000000

Size of Total Assets
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Figure

The Three Largest Components of Total

Receipts by Size of Total Assets 1979

70j

600

TCeLts 40

Under $100000 $1000000 $10000000
$100000 under under or more

$1000000 $10000000

Size of Total Assets

increased from 78 percent in the smallest asset size net income and percent of investment assets unless
class to 31 percent in the largest size class Since one of these is larger for all foundations in that

by definition the larger organizations have higher group That situation is very unlikely However the
asset values it is not surprising that interest and sizes of net income and percent of investment assets

dividends which are returns to assets show steady relative to the required distribution are an
increases in importance with increasing asset size indication of the significance of these two components
Dividends surpasses interest in the highest asset size in the computation of the required distribution For

class to become the second largest receipt component 1979 net income was the more significant factor in the

This Is attributable to the increasing significance of determination of the required distribution since the

corporate stock in asset portfolios of this group required distribution much more closely resembles net

income than percent of investment assets

FOUNDATION DISTRIBUTIONS In the Economic Recovery Tax Act of 1981 the

minimum distribution requirement was redefined to

Figure shows three items relating to the required include only the fixed percent of assets This change

current minimum distribution for charitable purposes will reduce the required minimum distribution for

by size of investment assets i.e assets not used those nonoperating foundations whose net income

for charitable purposes minimum distribution exceeds their fixed percent of assets This could

distributable amount must be made by foundations reduce funds that foundations expend for charitable or
to avoid paying penalties It is defined as the similar purposes For example if this provision had

greater of net income adjusted net income or existed for 1979 the required minimum distribution

fixed percent of investment assets minimum invest would have been $700 million less

ment return This percent Is set each year by the

Secretary of the Treasury on the basis of money market Actual foundation distributions qualifying distri

rates and was percent in 1979 It is designed to butlons include expenditures made by foundations for

ensure that foundations currently pay out at least their exempt purposes amounts used to acquire

what is normal return on market obligations additional exempt purpose assets and amounts set

aside for future expenditures for exempt purposes
The fixed percent of investment assets was put into Each of these three types of distributions can be used

the computation of the required minimum distribution to meet the minimum distribution requirement However
so that foundation philanthropic spending would be foundations can distribute more if they so desire
maintained even net income were small or zero In Since operating foundations are required to distribute

1979 however net income exceeded percent of at least 85 percent of their net income for exempt
investment assets in each asset size class The purposes they are not subject to the distribution

required distribution which is the greater of net requirement In Figure the ratios of actual
income or percent of investment assets barely distributions and the required minimum distribution to

exceeded net income in each size class For any investment assets by size of investment assets are

subgroup the required distribution must exceed both shown
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Founat1ofl Dlitdbution Items by

SI1Ô1 investment Assets

Percent of

Requiredpistdbutiofl

Netincome JL
Under $100000 $1000000 $10000000

Percent of JnvestmOPt ssets iO00O under rnder or more

$i000000 $iQ
SofInrnntAssets

______

Foundation Required MIimum Distiibutions

and the Actual Distributions

by Size of investment Assets

70

50-

50-

Percent of Investment

Assets 40-

3O

Under $100000 $1000000 $10000000
$100000 under under or more

$1000000 $10000000

Se of Investment Assets
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Actual distributions exceed required distributions Data for Income Years 1977 and 1978 are also
in each asset size class This difference declines available These data were obtained directly fran

considerably with increases in the size of the the IRS Master File system based on information
foundation For the smallest foundations the amount transcribed for tax administration purposes from all

of actual distributions is over three times the size returns filed in 1978 and 1979 respectively
of the required distribution for the largest founda- I-bwever these data were not further edited for

tions these two items are nearly identical Thus statistical use Moreover they were derived from

the smaller foundations are much more likely to the entire population rather then from statistical

distribute more than is required than are the larger somples For these reasons the data for 1977 and

foundations However one point of clarification 1978 are not altogether comparable with those for

should be noted on the mechanics of the required
1974 and 1979 and were therefore not used in this

distribution Both components of the required article Comparisons between the Master File data

distribution i.e net income and percent of and the data in the studies cited in this article can

investment assets are dependent on the size of be found in the IRS study Statistics of

assets Contributions received by foundations are Incomel974l978 Private Foundations and two

not included in either of these components Since papers which are listed in the Bibliographical
the smaller foundations are much more dependent upon References and Notes

contributions as source of receipts than are the

larger foundations the required minimun distribution

is considerably less binding on the smaller founda

tions The larger foundations have relatively

greater shares of the types of income that are

included in net income and in addition they have
COEFFICIENTS OF VARIATION

high asset values Both of these increase the

significance of the required minimum distribution
As the data presented in this article are estimates

among the larger foundations Therefore the minimum
based upon sample of documents filed with the

distribution requirement is more applicable to the
Internal Revenue Service they are subject to samp

larger foundations In general the smaller

foundations distribute more of their income and do
ling as well as nonsampling errors To properly

use the statistical data provided the magnitude of
not build up large asset base from which they could

the sampling errors must be known Coefficients of
earn interest and dividends The larger foundations

variation Cvs computed from the sample are used
distribute only slightly more than they are required

to measure the magnitude of the sampling errors
and these expenditures are from their investment

income
The table below presents approximated coefficients

of variation CVs for frequency estimates The

approximate Cvs shown here are intended only as

general indication of the reliability of the data
For numbers of foundations other than those shown

below the corresponding CVs can be estimated by

interpolation
SOURCES OF DATA AND METIOD OF ESTIMATION

The reliability of estimates based on samples and

the use of coefficients of variation for evaluating
Private foundation statistics are based on sample

the precision of sample estimates are discussed in
of private foundation returns Return of Private

Appendix II
Foundation Exempt from Income Tax Form 990Pf
processed by the Internal Revenue Service during

1980 The sample was stratified based on the size of
Approximated

total assets and selected at rates that ranged from
1mber of foundations Coefficient of variation

percent to 100 percent There were 9438 returns in

the sample drawn from an estimated population of

29845 See for more details

5740 .05

In the 1979 studyonly one return for each sampled

foundation was accepted in the sample and the 1440 .10

estimated population In the 1974 study certain

prioryear returns were included even when given 360 .20

foundation also filed more recent return during the

current filing period Prioryear returns were
160 .30

included based on the assumption that they would

substitute for returns filed late If the same
60 .50

methodology was used in 1979 the estimated number of

foundations would have been approximately 1700
higher All of these additional 1700 foundations

would have asset values less than $1 million



Private Foundatlons/1979

Table Number of FoundatIons Total and Selected Receipts and Total Deductions Total and Selected Assets Net Worth
Net Investment Income and Tax and Distributions by SIze of Total Book Value of Assets

LAII figures are estimates based on samples money amounts are in thousands of dollars

Si.a of total hnnfr nuhw ft anwet

Iten Total
under

$25000 $100000 $500000 51.000000 $10000000
Se

under under under under under
$50000000

_________________________________________________ ___________ rported
$100000 $500000 $1000000 $10000000 550000.000

more

Number of foundations 2798 122 855 596 675 196r 3O 40 88

Total receipts 601312 531 9399 11142 34543 27618 157229 143968 2168787

Selected receipts

Contributions gifts and grants received

Number of foundations 12561 23 4.33 2.671 287 861 1359 17 38

Amount 228183 4401 7911 81.00 197903 14068 66309 55773 557886

Net capital gain

Number of foundations 5661 17 64 90 1.718 701 1391 22 54

Amount 701601 43 1783 6644 31121 2338 17716 159075 302428

Total deductions 353577 1229 10986 87491 26183 18198 100658 87522 1000517

Contributions gifts and grunts paid

Number of foundations 2256 37 5927 5224 613 1761 2683 373 87

Amount 2801000 9638 7661 66140 21278 142.26 77551 688109 829936

Total assets book value 34668031 6369 33309 160675 139076 8814871 831404 14144810

Selected assets

nvestmentsincorporatebonds
-___ ___ --

Number of foundations 987 75 183 3421 1257 2207 330 76

Amount 7037133 5412 46044 27163 268803 180579 1833959 2805487

Investments in corporate stocks

Number of foundations 13639 1612 3004 4503 1527 2561 351 79

Amount 1574014-3 13785 103041 548918 484109 342093 3503.00 7666344

Net worth end of year
Number of foundations 26599 8404 596 675 1965 302 402 88

Amount 33166587 5573 320641 1.572155 1358371 8513068 7.888951 13457661

Net Income less deficIt 2477354 -697 1587 23921 8360 9420 56572 56446 1168269

Net Income

Number of foundations 1532 55 3538 3442 440 1354 2145 30 75

Amount 282893 844 9771 4072 131168 11821 68968 625020 1211.512

Deficit 349582 7816 25640 16799 47563 24009 12395 60554 43243

Net investment income

Number of foundations 22391 198 4965 5.444 6.43 1.912 2.958 380 Aft

Amount 3.124039 1473 764 28219 141.320 122747 797345 785373 1239.817

Escise tax on net investment income 62753 29 15 568 282 2.472 15959 15767 24980

Adjusted net income

Number of foundations 2218 183 4837 5.428 6397 1909 2.953 393 88

Amount 2580063 1581 1420 25071 11610 105.235 672.47 65281 992572

Minimum investment return

Number of foundations 23048 232 6117 5268 6228 1863 2.870 384 87

Amount 187785 781 3242 15756 78950 70974 460.60 481674 765867

Distributable amount

Numberof foundations 23281 259 6449 5497 6203 1770 2664 357 82

Amount 2450298 1.774 13.181 25412 118.03 100113 614640 616339 960809

Qualifying distributions

Number of foundations 25202 464 7078 5.701 6.560 1924 2983 396 88

Amount 3438217 15451 103329 8479 253921 170789 95048 844060 1015379

Estimate should be used with caution because of the small number of sample returns on which it was bused

NOTE Detail may not add to total because Of rounding
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Table Number of Foundations Total and Selected Receipts and Total Deductions Total and Selected Assets Net Worth
Net Investment Income and Tax and Distributions by Size of Total FaIr Market Value of Assets

All figures are estimates based on samples money amounts are In thousands of dollars

_______ _______ Stae of total 11 market yakie of asses _______ ________
Iteni Total $25000 $100000 $500000 $1000000 $10000000

25000

_________________________________________________ ___________ reported

$100000 $500000 81.000.000 $10000000 $50000000
or ne

Number of foundations 2798 1491 839 5741 6571 2041 3131 481 115

Total receIpts 601312 1397 9292 95811 38138 269i461 180194 1392491 2285.133
Selected receipts

Contributions gifts and grants received

Number of foundations 12561 40 429 2511 280 871 1.41 43

Amount 228183 7903 7832 6958 227.44 14460 68174 56216 510082
Net capital gain

Number of foundations 5661 41 59 91 162 731 140 26 69
Amount 701601 1.02 162 658 2764 23511 161.51 174991 304711

Total deductIons 353577 19531 10805 79581 24127 18219 92921 8273W 1148578
Contributions gifts and grants paid

Number of foundations 2256 54 5854 496 603 183 276 46 111

Amount 280100 1568 7489 58941 19281 14476 715.66 652311 945.914

Total assets book value 34668031 5902 10095 341501 187273 133083 820441 833400w 14624561
Selected assets

Investments in corporate bonds

Number of loundations 987 80 1751 327 1254 223 351 92

Amount 7037133 18251 704 5080 27148 258631 171983 1858051 2849031
Investments in corporate stocks

Number of foundations 13639 162 2811 435 159 264 431 107

Amount 15740143 14801 18393 9989 49569 455.551 311589 3.445.254 8094664

Net worth end of year
Number of foundations 2659 30 822 5.731 656 204 312 481 115
Amount 3316658 57.751 7406 329041 164160 1298311 792431 7910761 13930718

Net Income less deficit 247135 5591 -1512 16291 12010 87261 57273 56510 1136555
Net income

Number of foundations 15324 161 358 333 4221 135 2199 371 90

Amount 282693 372 975 3166 16114 11445 69533 630441 1180407
Deficit 34958 9288 24884 1537 4104 27191 12260 6534 43852

Net investment income

Number 01 foundations 22391 321 488 5281 6.25 1991 306 471 114

Amount 3124.03 6031 7.551 25531 13089 113351 721.17 745.541 1.373957
Excise tax on net investment income 62.753 121 150 511 2.61 228 1443 14961 27663

Adlusted net income

Number of foundations 22188 321 474 5251 622 1987 305 47 114

Amount 2580.06 5.169 14280 22111 10873 945.41 610.71 590461 1134031
Minimum investment return

Number 01 foundations 2304 371 6.02 5.101 606 1921 2.975 461 111
Amount 187785 3251 309 1400 7075 62951 40700 42922 887526

Distributable amount

Number of foundations 23281 411 6.359 530 605 184 276 431 106
Amount 245029 5321 13.10 22361 104151 89933 55471 547581 1113110

Qualifying distributions

Number of foundations 2520 673 6958 5.47 640 2003 308 481 114Amount................ 343821 22831 10129 7766 24540 178.909 87799 79374 1.140373

NOTE Detail may not add to total because of rounding
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Table Balance Sheets and Income Statements by Size of Total Book Value of Assets

figures are estimates based on samples money amounts are in thousands of dollarsi

Size 01 total book value of assets

Item Total
s2tooo1 sooo ssooro0 StMoO.000

flO4OOOOO

___________________________________ ________ rported
ee or more

71 91

Number of foundations 27980 1223 8557 5967 6752 1965 3026 402 88

Total assets book value 34668031 63690 333096 1606756 1390765 8814871 8.3 14042 14144810

Cast total 2.011.309 31303 91612 26877 188417 673833 398.637 358.733

Savings and interest.beanng accounts 1.431.234 19.982 69.21 203803 146768 533.331 29680 161.328

Other 580074 11.321 22395 64973 41649 140.502 101.830 197404

Accounts receivable net 236.680 881 4.612 13.498 10153 59.223 58.553 89761

Notes receivable net 523.186 949 5442 30.768 30381 174.075 158.469 123.101

Inventories 39712 303 1.447 5644 3.561 18.017 8455 2.285

Investments in government obligations total 4152.901 3532 23.531 164804 164149 1176164 1152643 1468078

United States and instrumentalities 4086661 3250 22431 160782 159.200 1.144001 1.132555 1464443

State and local 66240 282 1101 4022 4950 32163 20088 3635

Investments in corporate bonds 7.037.133 5.412 4604 271.630 268.803 1.805.796 1833959 2.805.487

Investments in corporate stock 15.740.143 13.785 103.04 548918 484109 3.420.936 3.503.002 7.666.344

Mortgage loans 422250 257 5.098 18984 23115 84.229 131.130 159.437

Other investments 2.239.432 4446 27421 141097 104.423 569.413 477.992 914640

Depreciable assets held for investment purposes 400.891 16 1.404 27.644 20.937 143.108 87733 120.050

Less Accumulated depreciation 177.292 659 10.592 8.486 61.652 39.401 56.502

Depreciable assets held br charitable purposes 567.656 -1.811 10945 28.637 36119 267099 123.60 99444

Less Accumulated depreciation 124.033 732 4824 5.714 8.360 51.513 25319 27572
Land held for investment purposes 378.048 23 4.265 27.156 21086 135783 141.583 48.153

Land held for charitable purposes 192.084 282 3.666 18.821 16384 97.833 40.056 15.041

Other assets 1027924 1422 10.042 56.683 35971 302525 262.951 358.330

Total lIabIlities 1501443 7954 12456 34600 32390 301803 425091 687148

Accounts payable 133850 3234 2013 5.874 5.498 27.941 18750 70541

Contributions gifts and grants payable 848.917 1.118 928 3.724 6.819 92.608 185237 558482

Mortgages and notes payable 298.505 1427 7.330 14.551 11.360 111.863 150.450 1524

Other liabilities 220.171 2.175 2.185 10452 8.713 69.391 70.654 56.601

Net worth 3316658 55735 320640 1572155 1358375 8513068 7888.951 13457661

Total receIpts 6013129 5318 93998 111420 345438 276.185 1572295 1439688 2168787

Contributions gifts and grants received 2.281.838 4.409 79.118 8100 197.903 140.684 663094 557736 557886
Gross dues and assessments 5682 91 58 174 474 871 3981 33

Interest 1.224.691 1.387 2.987 12.176 62.403 56.279 336954 311.818 440687
Dividends 1.196.303 357 3150 9448 45273 42.028 269.819 312605 513623

Gross rents arid royaSies lCO.0l0 euc .003 e.Uz1 rout o00v 00.313 03431.9 JUbJO

Net gain or loss from sale of assets 757611 1.127 1359 2977 17.356 18.442 156.871 161.3471 400385

Gross prolil from business activities 50464 2573 1.736 4.891 2.840 26.599 8.889 2936

Other income 299919 3190 1.875 5150 6.481 45662 23829 213.730

Total deductions 3535777 12290 109868 87499 261833 181980 1006.568 875222 1000.517

Contributions gifts and grants paid 2801000 9638 76.612 66140 212787 142.262 775516 688109 829936

Compensation of ofticers 71.905 282 3.075 2.085 4.6-42 3.751 21.052 17152 19.865

Other salaries and wages 166.558 64 12.888 5298 10652 7711 53617 39.721 36.607

Pension plan contributions 14.005 199 184 2.854 5058 5615

Other employee benefits 16.106 1311 313 539 233 2.653 2.486 8571

Investment legal and other professional setvices 81.43 360 2.351 2.407 6621 5161 24304 19867 20.360

Interest 17084 97 286 874 741 6.539 8265 282

Taxes 88.655 81 1024 1.028 4.867 3674 23281 24691 30.004

Depreciation amortization and depletion 27233 61 183 739 1741 1806 10.949 6.167 5.586

Rent 16744 21 1.872 602 809 690 4.801 3797 4152

Other expenses 235051 1778 10455 8502 18.099 15.767 81.002 59.908 39539

Net income less deficIt 247735 697 15870 23921 83606 94205 565728 564466 1168269
Net income 2.826936 844 9771 40.720 131168 118214 689686 625.020 1.211.512

Delict 349582 781 25640 16799 47563 24009 123958 60554 43.243

Total assets fair marlret value 44647789 10868 66723 386264 3052299 1653661 10532899 11263686 17681.390

Information items

Beginning of year assets total 31.678973 13305 81.265 315.851 1507457 1308195 8.104436 7619282 12729182

Sal ected beginning of year assets

Inventories 32296 322 1178 4.157 3273 12.453 8815 2.097

Investments in corporate stock 16991350 2.694 16.647 100.528 2.584.191 478.722 3328.545 3.370.673 7109.351

Depreciable assets held for investment purposes 403747 1535 1.372 25.440 20848 141353 90.954 122.244

Less Accumulated depreciation 168.85 821 597 10.038 8710 57.961 33.312 57420

Depreciable assets held for charitable purposes 507.051 1372 9284 26.012 31.147 234660 110514 94.062

Less Accumulated depreciation 105.764 572 3917 5209 7133 44808 20007 24119

Less than $500

NOTE Detail may fbI add to total because of rounding
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Table Balance Sheets and Income Statements by Size of Total Fair Market Value of Assets

IM figures are estimates based on samples money amounts are in thousands of dollars

________ ________ Size of total Ia market vake of assets ________

Item Total Arts ureter
$25000 $tOO.000 $500000 $1000000 $10000000

Or not $25 000
JndOr USdOr under Under

________________________________________________ ___________ repormd
$100000 $500000 $1000000 $10000000 550.000.000

Number of foundations 2798i 149f 839 5741 6571 204t 3131 48f 115

Total assets book value 34668.031 5902 10095 341501 167273 133083 820441 833400 14624561

Cash total 2.01130 6160 3242 9158 259.62 177171 656.729 35668 430917

Savings and interestbeanng accounts 1431.234 4.169 20.83 6988 19881 13563 514.55 26558 221.756

Other 580.074 1.991 11.59 21.704 6080 41.538 142.17 91107 209.161

Accounts receivable net 236.68 608 1.19 3933 12.65 10.775 58.78 57.815 90919

Notes receivable net 52318 151 122 610 31.65 2963 16315 157791 133.467

Inventories 3971 303 17O 538 3483 1722 7.20 4412

Investments in government obligations total 4152.901 6.841 4.090 26.781 197.354 160.781 1.07096 1203.9.4 1.482.125

United States and instrumentalities 4086661 6744 380 2539 193989 15646 1.037951 118382 1478490

State and tons 66240 101 28 1391 336 431 3301 2012 3.635

Investments in corporate bonds 7037.133 16251 7048 50808 27746 25863 1719831 185805 2.649.031

Investments in corporate stock 15.740143 14801 18393 9989 495693 45555 3115893 3445250 8.094664

Mortgage loans 422250 280 25 6461 1806 23764 78411 18599 109010

Other investments 223943 3.971 5358 29.33L 14504 103110 534.43 499.86 918.315

Depreciable assets held for investment purposes 400891 768 503 126 2054 17.78 139.661 8871 131.649

Less Accumulated depreciation 177.292 72 26 8.202 6.57 59.479 3558 66458

Depreciable assets held for charitabte purposes 56765 430 1733 807 4350 34531 24030 12732 107887

Less Accumulated depreciation 124033 845 66 2.491 5130 802 45458 3238 29038

Land held for investment purposes 378.048 1057 251 4.18 2031 20.757 13014 136503 64833

Land held for charitable purposes 192084 166 25 2.20 2182 15457 92357 3654 21766

Other assets 1027.924 3723 28.575 11923 136.931 34.003 291440 240.267 281062

Total liabilities 1501443 1228 2688 1246 3122 3251 28010 42323 693784

Accounts payable 133.850 89 352 1.632 687 524 27.13 21.93 67421

Contributions gifts and grants payable 848917 231 1124 78 3450 6.98 75379 21946 541498

Mortgages and notes payable 29850 267 20165 714I 8230 12.01 1l3.1 108784 28.774

Other Irabilities 220171 642 207 2891 12669 827 64.46 73058 56.091

Net worth 3316658 57796 74069 329041 164150 129831 7924312 7910766 13930778

Total receipts 6013129 1397 9292 95819 36138 26945 1501945 139249 2285133

Contnbutions gifts and grants received 2.281838 7903 78325 69585 227440 1441 681.74 56215 510082
Gross dues and assessments 5682 93 58 19 483 758 3974 121

Interest 1224691 3599 3282 1281 6552 54839 314982 31766 451979
Dividends 1196303 1700 295 7201 38424 35015 23371 244.591 632650

Gross rents and royalties 196619 93 1.562 584 743 7.324 60532 57899 60351

Net gain or loss from sale of assets 757611 -373 959 2112 13190 18844 139.600 170550 412819

Gross profit rom business activities 50.464 2.583 1469 4251 2323 25723 11418 2687

Other income 299919 11 3200 1856 4720 5743 41623 2810 214565

Total deductions 353577 1953 108053 7953 24127 18219 929211 82739 1148578
Contnbutions gifts and grants paid 280100 15682 74894 58949 192817 144762 715662 652319 945914

Compensation of officers 71905 3T 298 2.091 4720 3.518 19538 17314 21357
Other salaries and wages 16655 18 13.103 505 1154 7221 48.58 36228 44.631

Pension plan contributions 14005 91 28 157 248 4.24 6733
Other employee benefits 1610 1310 330 67 189 2479 231 8803

Investment legal and other professional services 81430 484 2.36 2.398 598 5153 22.744 19618 22681

Interest 17084 103 287 92 693 6257 6067 2750

Taxes 88655 211 1039 921 405 3465 20.969 22155 35834

Depreciation amortization and depletion 27233 303 170 53 1536 1695 10325 5879 6787
Rent 16744 93 1809 59 80 662 4668 3453 4665
Other expenses 235051 2191 10273 8268 17.92 1467 75498 57802 48421

Net Income less deficit 247735 556 1512 1628 12010 87261 57273 565102 1136555
Net income 2826936 3721 9755 31662 16114 114452 695338 63044 1180407
Deficit 34958 9288 24884 15377 4104 27.191 122603 65347 43.852

Total assets fair markel value 44647789 61674 322131 156473 1448981 9.320.233 9875653 22054375
Information items

Beginning 01 year assets total 31678973 69.641 146784 321671 1536864 1255.132 748978 7.61967 13239420
Selected beginning of year assets

Inventories 3229 32 1433 428 2.82 10258 8604 4566
Investments in corporate stock 1699135 18159 21.38 9735 2.530.1 450.853 303572 3343101 7.494642

Depreciable assets hed for investment purposes 40374 2303 48 123 1928 17318 13621 98368 128539
Less Accumulated depreciation 168858 151 193 7.82 6647 5522 3432 63126

Depreciable assets held for charitable purposes 507051 2897 1294 6.743 3964 2962 210.019 119507 97320

Less Accumulated depreciation 105764 631 517 209 4293 6811 39248 27135 25027

NOTE Detarl may not add to total because 01 rowrding
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Table All Foundations Balance Sheets and Income Statements by Size of Total Receipts

figures are estimates based on samples money amounts are in thousands of dollarsl

Size of total receipts

_____________ _____________ _____________

fern Total

Pecepts
$25000 $100000 5500000 $1000000

cOder under under under

____________
re siooooo ooooo $1000000

Number of foundations 27980 1994 15338 5376 3371 732 759 410

Total assets book value 34668031 8585 111068 2150050 4920660 3409746 1131597r 11675062

Cash total 2011309 1613 180893 255825 414291 215360 538.835 389960

Savings and interest-bearing accounts 1431234 11651 142.47 199.64 31943 165.451 406.799 185779

Other 580074 4488 38.413 56181 9486 49909 132031 204180

Accounts receivable net 236.680 510 9.295 8790 29.620 14.971 77.291 96.203

Notes recervable net 523186 342 33568 43.240 105142 44.211 180.905 115778

Inventories 39712 3.073 6121 8.385 7.203 13069 1858

Investments in government obligations total 4152901 298 93.028 231.411 637359 419.053 1.659.638 1112.114

United States and instrumentalities 4086661 298 90.90 224602 621.861 410519 1632282 1.106197

State and local 66240 2.127 6810 15.491 8.533 27.351 5.916

Investments in corporate bonds 7.037.133 1294 176.023 410511 1.014.946 768.129 2.339.963 2206262

Investments in corporate stock 15.740143 30766 377315 812.803 1.938.098 1347.340 4.841796 6.392.025

Mortgage loans 422250 14.661 48.427 61.783 20.678 171.627 105075

Other investments 2.239.432 21 .788 98.169 144.844 282649 196.2 722.436 773.336

Depreciable assets held for investment purposes 400891 1111 10.589 21.794 73.859 50242 134397 108.899

Less Accumulated depreciation 177.292 129 337 8.671 30.195 20.408 56.084 58430

Depreciable assets held for charitable purposes 567.656 822- 19802- 47.099 125532 101.009 168.159 105.231

Less Accumulated depreciation 124033 175 4345 11571 23785 20.370 37.175 26.611

Land held for investment purposes 378048 730 15.232 37018 78.929 88.696 104.642 52.802

Land held for charitable purposes 192084 1916 14637 25687 41520 33898 52.547 21879

Other assets 1.027924 10.437 72.119 76715 162518 123.526 403.929 178681

Total 1501443 1576 6340 38981 127185 149043 449621 671630

Accounts payable 133850 195 3.83 819k 17.734 7.606 33811 62.477

Contributions gifts and grants payable 848917 2637 4.014 21 .750 33.635 251.951 534.930

Mortgages and notes payable 298505 107 50287 17.02 55.083 79275 72.101 23.648

Other liabilities 220.171 30 6.65 9746 32.68 28.521 91.749 50575

Net worth 33166587 8427 1047277 2111068 4793475 3260702 10866.355 11003432

Total receipts 6013129 103691 275979 738.976 502669 1952.673 2439141

Contributions gifts and grants received 2281838 32680 105718 284.159 185774 752.466 921.041

Gross dues and assessments 5682 262 810 2.322 2109 178

Interest 1.224.691 37081 81679 186.986 127452 442.140 349353

Dividends 1196303 28258 58.133 146.444 103982 367.329 492.157

Gross cr44 aud royalliCs 196619 2307 9.565 28937 22.663 83759 49.332

Net gain Or loss trots sale ot assets 757.611 764 12115 61.563 41.101 227764 44.302

Gross proht from business actrvr es 50464 489 2.549 10.30 3.670 33307 139

Other income 299.919 1789 5407 18258 15.918 45.729 212.818

Total deductions 3535777 913 130.181 244125 56955 391503 1215.346 984152

Contrubuhons gifts and grants paid 2801.000 745 10775 193.622 47946 305666 947.052 825.195

Compensation of othcers 71905 2158 6790 14221 7668 24.959 16110

Other salaries and wages 166558 1.359 6.668 43099 21.285 58.655 35.491

Pension plan contribubons 14005 124 668 648 7.200 5.364

Other employee benefits 16.106 26 272 2.205 1.024 5.002 7577

Investment legal and olher professronal services 81.430 43 4460 7739 16.518 9.566 24.260 18848

Interest 17084 21 499 806 3136 2.765 7.806 2.050

Taxes 88655 19 2.104 4853 13.257 8.857 30.68 28.947

Deprecialton amortrzation and depletion 27.233 33 952 2.131 5.865 3908 9175 5168

Rent 16.744 463 1067 3.514 1112 6.991 3593

Other expenses 235051 49 7379 20.053 49.126 29003 93628 35813

Net income less deficit 2477354 913 26489 31854 169419 111166 737327 1454989
Net income 2.826936 23.306 76.688 243622 165.618 828.282 1.489420

Deticit 349.582 913 49795 44834 74203 54.452 90955 34431

Total assets fair market value 44647789 99841 2382.930 2.432.352 5615908 4080.020 14211.854 15824885

Information items

Beginning of year assets total 3t678973 40407 1.161.709 2.03.154 4655435 3.242923 10417497 10067849

Selected beginnrrg of year assets

Inventories 32.296 2823 4908 7.535 1.428 13.981 1.619

Investments in corporate stock 1699t350 7.302 2.434410 816.506 1.928.291 1366.746 4.621.655 5.816440

Depreciable assets held for investment purposes 403747 1041 11.084 22.200 78.188 45.983 137.324 107.967

Less Accumulated deprecration 168858 t16 4044 8648 28.301 18.144 53.825 55.780

Depreciable assets held for chantable purposes 507051 798 15337 44.584 111423 93.692 144.018 97.198

Less Accumulated depreoahon 105764 155 3667 10146 20993 17044 29333 24.426

Less than $500

NOTE Oelad may not add to fetal because 01 roxndrng
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Table All Foundations Balance Sheets and Income Statements by Size of Total Contributions Received

figures are estimates based on samples money amounts are in thousands of dollars

Size Of total contributions received

Item Total CO0tJ05orss sooo $Ioco

_________________________________________________ _____________
rcettl

$25000
$iooooo 8500.000 siooo000 slo000000

______________

Number of foundations 27980 15418 7925 2521 1505 284 30 25

Total asSets book value 34668031 20560271 320775 238366 26724 1122461 3501041 1220364
Cash total 2.011.309 1.083.305 235.117 179368 22691 85084 15861 42901

Savings and interest.bearing accounts 1431.234 736.34 187.11 125.21 17144 67350 19.02L 24749
Other 580.074 346958 48001 54158 5547 1773 39.59 18.152

Accounts receivable eel 236680 127.98 16.90 15800 1109 967 41.821 13393
Notes receivable nef 523186 346009 61.565 19.08 3423 12001 47804 2495

Inventories 39.712 12.546 4856 5069 9500 673 71L 292

Investments in government obligations total 4.152.901 2272068 412.287 313420 3631 172590 480929 138501
United States and instrumentalities 4086.661 2242661 402.308 310007 355.407 171463 470.121 134.695

Slate and local 66.240 29.407 9980 3.41 7.700 112 10801 3806
Investments in corporate bonds 7.037.133 3935543 726.510 57719 460774 208032 616803 512278

Investments in corporate stock 15.740143 10.284.722 1.290.480 884.562 1.078.977 38555L 1.511.960 303910
Mortgage loans 422.250 230.682 32.712 45466 14.778 33.227 45.35 20030
Other investments 2.239.432 1409654 167095 102344 167.100 81.733 27326 38242
Depreciable assets held for investment purposes 400.891 218.221 49.072 21.898 45.112 29315 3061 6661

Less Accumulated depreciation 177.292 98977 23401 6.271 17.720 17.819 819 4910

Depreciable assets held for charitable purposes 567.656 190.825 99.375 71.938 72095 49055 66131 18236
Less Accumulated depreciation 124.033 54654 25539 16.770 11575 7.471 7954 64

Land held for investment purposes 378.048 191658 36943 11.389 61.910 13.311 46483 16.324
Land held for charitable purposes 192.084 54.467 29876 28929 10.967 26.4C 7.961
Other assets 1.027.924 356182 93.919 125701 127240 50.479 170289 104114

Total liabllltlea 1.501443 746818 131722 130062 125961 8746 19738 82033
Accounts payable 133.850 89405 9975 10800 6.735 4357 10770 1808
Contributions gifts and grants payable 848.917 395934 52.849 91334 31.672 46667 152269 78192
Mortgages and notes payable 298.505 170628 41.000 12.738 61.111 8887 4038 104

Other liabilities 220171 90852 27899 15189 26444 27554 30305 1926
Net worth 33.166.587 19813452 3076033 2253607 2546505 1034991 330366 1138331

Total recelpta 6013129 2423913 402121 37591 565476 31552 98409 946082
Contributions gifts and grants recerved 2.281.838 47103 125640 316843 186363 702511 903378
Gross dues and assessments 5.682 776 2.378 1.457 945 81 43
Interest 1224691 726.060 119685 87.837 90.837 46.459 12812 25687
Dividends 1.196.303 793.369 126.914 79762 78080 20761 86.62 10790

Gross rents and royalties 196.619 113.098 34.034 13.169 18245 6057 8.43 3586
Net gain or loss from sale of assets 757611 519052 50.613 5445 39.610 51674 40783 1.423
Gross protit from business activities 50.464 25383 6.058 5.451 10.620 1419 1.303 231

Other income 299.919 246.175 15.334 8.144 10296 2.709 16274 987

Total deductiona 3535777 1.78910 337018 267962 360386 l8204 45533 143928
Contributions gills and granls paid 2.801.000 1.486.092 240.267 179.200 246617 142.382 375243 131200
Compensation of officers 71.905 40.231 7.495 7433 7.664 2834 5.218 1031
Other salaries and wages 166558 46691 22.152 25.186 36.880 12499 20.494 2.655
Pension plan contributions 14.005 5.135 1.095 2.339 1.460 637 2880 459
Other employee benelils 16.106 7.583 1055 1998 2593 1.062 1591 219

Investment legal and other professional services 81.430 42.190 9588 6.381 8.808 3329 8429 2705
Interest 17.084 10928 2.822 724 1832 384 258 136
Taxes 88.655 53.142 9472 5.706 7.249 4.337 7337 1412
Depreciation amortization and depletion 27.233 12.372 3.886 2.846 4.535 1212 2.121 261
Rent 16.744 6.988 2265 2.010 3.208 725 1.491 58
Other expenses 235.051 77.752 36.921 34137 39.541 12641 30268 3792

Net Income less deficIt 2.477354 634809 65103 107955 205089 133481 528763 802154
Net income 2.826.936 859038 103.288 130147 229.825 157875 544121 802642
Delict 349.582 224.229 38184 22.192 24.736 24394 15.359 488

Total assets fair market value 44647.789 27320889 4556542 2859243 3269556 1280288 4155139 1206132
Information items

Beginning of year assets total 31678973 19526.936 3114.490 2271745 2429.198 948453 2971972 416180
Selected beginning of year assets

Inventories 32296 13051 4175 4464 8917 950 469 270

Investments in
corporate stock 16991350 11930334 1318042 947297 1038.009 342968 1250384 184316

Depreciable assets held for investment purposes 403747 221.349 51940 23180 43.633 34807 28018 820

Less Accumulated depreciation 168858 94675 23181 6.243 15624 21740 6622 773
Depreciable assets held for charitable purposes 507.051 173327 88344 70802 63540 41.198 52.899 16941

Less Accumulated depreciation 105.764 49.687 17990 16.851 9.451 4941 6807 37

NOTE Detail may 001 add to lotal because 01 rounding
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Table Number of Foundations by Size of Total Book Value of Assets and by Size of Total Fair Market Value of Assets

figures are estimates based oct samplesJ

SIze 01 total far market value of assets

Sac of total book value of assets
SI under

Sl00.000 $500000 $1000000 $10000000
Th

S25 96 under Ufloer under under

________________________________________________ ____________
reperted

$100000 $500000 $1000000 $10000000 0000501 more

21

Total 27980 1496 839r 5741 6571 2045 3131 48 115

Assets zero or not repo.led 122 1.13

$1 undo $25.000 855 261 806C 21

$25000 under $100000 5967 53 224 5204 45 21

$100000 under $500000 675 25 23 308 597 36 49

$500000 under S1000000 1965 10 1569 261

510000000 under $10000000 302f 87 2.798 113

$10000000 under $50000000............................ 40 362 30

$50000000 or more................... 88 81

Estimate shouts be used with caution because of the small number of sample returns on which it was based

NOTE Detail may not add to total because of roundmg
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Table Selected Balance Sheet and Income Statement Items and Reconciliation of Net Worth by Size of Total Book Value

of Assets

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

Size 01 rota book value of assets

Item

Total

Assets

St under
$25000 $100000 5500000 $1000000 StO.000000

550.000.000

____________
rece

$25000
stoo000 55o0.ooo $100000 $tO.000000 $50000000

more

41

Number of foundations 27980 1223 8557 5967 6752 1965 3026 402 88

Total assets book value 34668031 63690 333096 1606756 1390765 8814871 8314042 14144810

Selected assets

Cash Iota

Number of foundations 25.910 8.220 5834 6.558 1907 2922 384 86

Amount 2011.309 31.303 91.612 268776 188417 673833 398.637 358733

Investments in
government obligations total

Number of foundations 6.334 389 865 2.040 915 1.781 273 71

Amount 4.152.901 3.532 23531 164804 154149 1176164 1152.643 1.468.078

Investments in corporale bonds

Number of foundations 9.876 752 1832 3421 1257 2207 330 76

Amount 7.037133 5412 46.046 271.630 268.803 1805796 1.833.959 2805487

Investments in corporate stock

Number Of foundations 13.639 1.612 3.006 4503 1527 2561 351 79

Amount 15740.143 13785 103.048 548918 484109 3.420.936 3.503.002 7.666.344

Total liabilities 1501443 7954 12456 34600 32390 301803 425091 687148

Selected Iiabihties

Contributions gifts and granf payable

Number of foundations 805 169 101 166 52 207 69 40

Amount 848.917 1118 928 3.724 6.819 92.608 185.237 558.482

Mortgages and notes payable

Number of foundations 755 154 150 194 77 154 24

Amount 298505 1.427 7.330 14.551 11.360 111863 150.450 1.524

Net worth end of year 33166587 55735 320640 1572155 1358375 8513068 7888951 13457661

Principal fund

Number of foundations 25444 7744 5732 6603 1.925 2.961 394 85

Amount 32065253 63.548 322.661 1.569762 1.309.012 8.150544 7407205 13.242.522

Income fund

Number foundations 9.512 2.042 2.009 2.718 923 1.560 211 49

Amount 1101.334 -7813 2022 2.394 49.364 362.525 481.747 215140

Reconciliation of net worth

Net worth beginmng of year
Number of foundations 26386 329 8.233 5.818 6.618 1930 2.980 391 87

Amount 30.286667 15.685 73.030 304761 1.470121 1.256.939 7.856.750 7.244.935 12.064.438

AddilionS to net worth

Net income

Number of foundations 15.324 55 3.538 3.442 4.404 1.356 2.145 309 75

Amount 2.826.936 844 9771 40720 131.168 118.214 689.686 625020 1.211.512

Other increases

Number of foundations 4264 54 721 934 1.182 421 770 140 42

Amount 702.491 691 2.172 4.275 27695 19.173 139.936 186937 3216t3

Subtractions from net worth

Deficit

Number of foundations 11.028 319 4375 2456 2.303 602 870 91 13

Amount 349.582 7.816 25.640 16.799 47.563 24009 123958 60.554 43243

Other decreases

Number of foundations 4.870 84 1335 9t3 1.270 401 718 114 34

Amount 299.923 9404 3597 12317 9265 11.942 49353 t07386 96658

Equals

Net worth lend of year
Number of foundations 26.599 8.404 5.962 6.752 t965 3.026 402 88

Amount 33166587 55735 320640 1572156 1358375 8513068 7.888.951 13457661

Total receipts 6013129 5318 93998 111420 345438 276185 1572295 1439688 2168787

Selected receipts

Contributions grfts and grants received

Number of foundations 12561 237 4336 2.679 2876 861 1359 174 38

Amount 2281838 4.409 79.118 81.006 197903 140684 663094 557736 557886

Interest

Number of foundations 21395 245 4.674 4.926 6229 1.887 2.957 389 87

Amount 1224.691 t387 2.987 12.176 62.403 56.279 336954 31 t818 440.687

Dividends

Number of foundations 15249 91 2.103 3.412 4924 1.605 2.652 367 84

Amount 1196.303 357 3150 9.448 45.273 42.026 269819 312.605 513623

Net capital gain

Number of foundations 5661 17 645 908 1.718 701 1.391 227 54

Amount 70t601 43 1.783 6640 31t2t 23.344 t77t68 t59075 302.428

Net short-term capital gain

Number of foundations 1765 200 267 438 197 507 t2t 35

Amount 51.444 91 1.556 2.637 2.798 12.101 13528 18733

Total deductions 3535777 12290 109868 87499 261833 181980 1006568 875222 1000517
Selected deductions

Contributions gifts and grants paid

Number of foundations 22.564 372 5.927 5.226 6135 1761 2.683 373 87

Amounl 2801.000 9.638 76.612 66140 212.787 142.262 775516 688.109 829.936

Compensation of officers

Number of foundations 5424 58 721 907 1.571 591 1.242 259 75

Amount 71905 282 3075 2085 4.642 3751 21.052 17.152 t9865

investments legal and Other professional services

Number of foundations 13226 223 2.320 2773 3854 t328 2295 352 82

Amount 81 .430 360 2351 2407 662t 5161 24304 19867 20.360

Total assets lair market value 44647.789 10868 66723 386.264 3.052299 1.65366 10.532899 ft .263.686 7.681.390

Estimate should be used with caution because of toe small number of sample returns on wInch was based

Less than $500

NOTE Doted may not add to total because of rounding



247
Private Foundations/1979

Table Nonoperatlng Foundations Balance Sheets and Income Statements by Size of Total Book Value of Assets

figures are estimates based on samples money amounts are in thousands of dollars

Size of total book value ol assets

Item Total $25000 $100000 $500000 $l.000000 $10000000

$25 50 Under under under under under

$100000 $500000 $1000000 $10000000 $50000000
er

Number of nonoperating foundations 26970 1192 8245 581 6555 1880 282 379 83

Total assets book value 3296541 6217f 32403 155664 133131 823598 782517 13630085

Cash total 1821415 30.365 8874 262.634 178031 647.221 393.134 221283

Savings and inlerest-bearin9 accounts 1376.581 19.304 66.751 20015 139162 514.44 294544 142229
Other 444832 11061 2198 62484 38869 132778 98590 79054

Accounts receivable net 222866 881 4062 12807 9446 52063 55965 87.642

Notes receivable net 509921 731 5430 29730 30.224 16906 155705 119.034

lnvenlooes 31653 299 1441 449 280 14938 5811 1858
Investments in government obligations lots 3977.883 3521 23494 160853 159849 1116773 1101 02 1412.366

United States and instrumentaldies 3913623 3244 22393 156831 155.054 108622 1081150 1408730
Slate and local 64260 28 1101 4022 4795 30554 19872 3635

Investments in corporate bonds 6823979 5412 45802 267.790 263.399 1716224 1.751.322 2774029

Investments in corporate stock 15404886 13682 101.902 540368 472.30 3278866 3331427 7666.336

Mortgage cans 408679 257 5098 18472 22751 8154 121119 159437

Other investments 2144264 4422 27318 136558 1029.4 539631 436.545 896846

Depreciable assets held for investment purposes 355.031 11 1374 26427 1940 131064 82.695 94049

Less Accumulated-depreciation 162983 --

64 1036 8.191 58233 36772 48775

Depreciable assets held for charitable purposes 357425 1.655 5.597 21.017 24765 150029 81121 73237
Less Accumulated depreciation 84707 69 2.239 4.437 6408 24578 18782 27572

Land held br investment purposes 356977 23 4.265 25.551 18983 128168 138158 41828
Land held br charitable purposes 13436 28 2.951 14455 11617 60692 33118 11251

Other assets 663751 131 9438 50287 29385 23250 193581 147237

Total liabilities 1433163 771 11126 32101 2891 26761 411046 674653
Accounts payable 12691 3234 1540 5710 5.229 2510 17.209 68892

Contributions gifts and grants payable 838751 1118 925 3683 6.589 91647 185.125 549.663

Mortgages and notes payable 279560 1303 6868 13148 9.922 99090 147.922 1.307

Other liabilities 187.937 2057 1793 9560 7172 51773 60790 54791
Net worth 31532249 54463 312906 1524543 1302402 7968371 7414132 12955432

Total receipts 5703975 5211 91348 102848 329481 255195 145273 1365581 2101574
Contributions gills and grants received 2.122.318 4302 76.985 73867 185704 125.142 608073 527623 520621
Gross dues and assessments 4.069 91 52 101 419 581 2.826

Interest 1180643 1387 2933 11885 61381 54982 322252 298430 427394
Doider.4s 1167147 357 3142 9339 44569 41019 258262 300467 509992

Gross rents and royalties 181.903 202 1.475 1031 11652 8.259 66287 61377 30721

Net gain or loss trom sale of assets 734.219 1.127 1.358 2.919 17133 18095 150210 148.981 396651

Gross profit trom business activities 30.454 2584 1624 4516 2.337 10135 659 2667

Other income 283.219 2820 1181 4107 4780 34688 22115 213.528

Total deductions 3362022 12183 107437 79568 251109 168912 920978 840476 981358

Contributions gifts and grants paid 2777758 9562 76.462 65676 211082 139.141 769.997 684.453 821385

Compensation ot officers 64696 282 2553 1914 3745 3.237 17904 15748 19313
Other salaries and wages 118.094 64 12.727 2595 8.148 4985 24.641 30685 34250
Pension plan contributions 11.010 65 183 123 1295 3.953 5.390

Other employee benefits 13.387 1274 232 420 143 1007 1864 8447

Investment legal and other protessional services 75264 356 2.247 1619 6.263 4.587 22.016 18.505 19.671

tnterest 15681 97 278 785 671 5570 8202 77

Taxes 82186 64 982 806 4512 3.382 20.533 23.272 28635

Depreciation amortization and depletion 20.040 61 167 409 1.422 1.568 8112 5033 3267
--

Rent 14045 21 1872 465 570 594 3420 3024 4079
Other eupenses 169855 1.773 9.055 5507 13.976 10481 46.482 45.736 36.845

Net income less defIcit 2341955 6972 16089 23280 78373 86283 531755 525109 1120216
Net income 2682821 844 9469 39406 124542 109824 650974 584303 1163458
Deticit 34086 7.816 25.558 16.126 46.169 23.541 119219 59.194 43.243

Total assets lair market value 42.439.939 10.868 65.451 376.100 2.999.813 1589960 9834651 10429624 17.133474

Information items

Beginning of year assets total 30151.957 13.305 80.024 307796 1463249 1256605 7569204 7192350 12269.424
Selected beginning 01 year assets

Inventories 26.136 287 1173 3146 2906 9653 7.247 1724

Investments in corporate stock 16655377 2.694 16568 99625 2575525 466.922 3187885 3197995 7108164

Depreciable assets held for investment purposes 356884 1535 1341 24301 19327 129417 85949 95013

Less Accumulated depreciation 157351 821 585 9848 8442 54882 30808 51.964

Depreciable assets held for charitable purposes 312973 1.234 4.387 18903 21433 132893 65.187 68.936

Less Accumulated depreciation 68866 548 1.693 4.192 5.331 20.958 12025 24.119

Less than $500

NOTE Detail may not add to total because el rounding
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Table 10 Nonoperating Foundations Balance Sheets and Income Statements by Size of Total Fair Market Value of Assets

AH figures are estimates based on aalTçles money amounts are in thousands of dollars

Size of total laX market vak.e of assets
________ ________

Item TOtal
si eder

$25000 $100000 $500000 $1000000 $10000000

________________________________________________ ___________
rcd $100000 $500000 $1000000 $10000000 $50000000

or flO

Number of nonoperating foundations 2697 144 809 5591 638 1961 292 109

Total assets book value 3296541 5861 9837 33091 146551 127512 766974 7.84701 14219084

Cash total 182141 615 3100 8744 25471 16756 63132 35007 293.108

Savings and lnteresl.bearing accounts 1.376581 416 19.131 669 195.58 12877 496.73 262.29 202.253

Other 44483 199 1127 208 59.02 3879 134.58 9777 90.855

Accounts receivable net 22286 60 90 3ll 1194 1005 5165 55.19 88799

Notes receivable net 509921 151 921 60t 31001 2897 158.35 15502 129400

Inventories 3165 251 144 469 236 141C 686 1875

Investments in governmenl obligations total 3977883 584 4084 265 1524 15719 1.01941 1.15329 1457.586

United Stales and instrumentalities 3913623 6.74 380 2515 14963 15287 98806 113338 1453951

Stale and local 6428 10 28 1391 3211 431 314C 19.91 3635

Investments in colporale bonds 6823979 1625 704 50.191 266.541 253.53 1.63494 1.78255 2812.888

Investments in corporate stock 1540480 14801 1828 9890 487331 44638 2.98278 3285.44 8070.945

Mortgage loans 40867 28 25 646 17.67 2329 7575 175.94 109010

Other investments 214425 3971 533 28951 13176 101344 504773 45829 909828

Depreciable assets held for investment purposes 355031 76 50 1121 19773 1623 12755 8342 105648

Less Accumulated depreciation 16298 72 251 7951 625 5624 32.77 58731

Depreciable assets held for charitable purposes 35742 367 1.57 4.10 17.90 24.45 142.50 63.69 99.440

Less Accumulated depreciation 8470 541 62 92 344 615 24711 19271 29027

Land held br investment purposes 35697 105 51 414 1902 18.65 12238 13215 58.508

Land held tor charitable purposes 13430 1594 25 168 14.33 1065 5770 27.56 20.579

Other assets 663751 372 28.469 1131 4731 2782 22638 16952 149227

Total ilablUtles 143316 581 2632 1169 2666 2943 248491 40608 683886

Accounts payable 12691 3.205 1.509 5.49 4964 24.34 20.34 66.988

Contributions gifts and grants payable 838751 231 1124 78 3.40 6753 7442 21934 532678

Mortgages arid notes payable 27956 20040 695 6.93 1097 10163 10444 28.557

Other Fiabilities 18793 28 1959 244 1082 674 4808 81.92 55663

Net worth 3153224 58034 7204 31925 1438851 124668 742124 744092 13535199

Total receipts 570397 13791 8992 8678 307091 248661 139256 131099 2254150

Contributions gifts and granis received 212231 773 75.900 6191 181.38 128.43 630810 52799 508.144

Gross dues and assessments 4069 52 43 55 274 It

Interest 1180643 359 320 154 6020 53494 30122 30539 440969

Dividends 116714 170 2948 12 37741 3421 22293 23277 627708

Gross rents and royalties 181.903 92L 1475 54 7133 701 5771 5556 51535

Net gain or loss from sale of assets 734219 373 921 2055 12.85 1863 13473 15653 408.859

Gross protit from business activities 30454 2594 135 365 22C 10.159 7.83 2.648

Other income 28321 11 2830 115 3680 411 3222 2480 214287

Total deductions 338202 19334 10530 72131 22773 16954 65251 78559 1129846

Contributions gills and grants paid 2777758 1559 74744 58664 191200 141360 71022 64861 937363

Compensation of officers 6469 377 2.463 193 377 291 1644 1591 20812

Other salaries and wages 118094 159 12.70 256 788 494 22.83 24.3C 42698

Pension plan contributions 1101 20 101 118 30.4 6408

Other employee benefits 13387 1.272 233 453 10 95 158 8.777

Investment legal and other professional services 75264 475 2263 1554 5.46 4580 20.56 18.264 22097

Interest 15681 103 280 72 633 538 588 2.674

Taxes 8218 19 97 743 3.50 3213 18.64 2036 34.544

Depreciation amortization and depletion 2004 29 154 25 118 148 7.824 436 4468

Rent 14.045 1809 45 554 55 3283 2.681 4614

Other expenses 16985 2144 881 5381 12781 9.65 45153 40539 45390

Net Income less deficit 234195 5544 1538 14651 7935 7912 540031 52541 1124305

Net income 2682821 372 939 29621 11877 10592 65835 58896 1168157

Deficit 34086 9268 2477 1496 39421 2680 118321 63454 43852

Total assets fair market value............... 42.439939 6039 313808 1517748 1389871 8722871 9.217771 21217478

Intormation items

Beginning Dl year assets total 3015195 6922 144684 31292 137095 1208493 699603 7.19644 12853192

Selected beginning 01 year assets

Inventories 26.13 28 1.173 375 2.07 7433 8.31 3103

Investments in corporate stock 16.65537 18159 21301 96.575 252151 441784 2.902679 3184361 7469000

Depreciable assets held for investment purposes 356884 2.303 487 1.089 18512 15855 124.210 93.120 101.308

Less Accumulated depreciation ............. 157.351 1.51 18 7650 635 52.31 31644 57.671

Depreciable assets held or charitable purposes 312.973 227 115 3255 15.521 21142 12703 53.62 88973

Less Accumulated depreciation 68.86 35 49 840 286 5109 2125 1292 25027

NOTE Derail may not add to tots because 01 rounding
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Table 11.Nonoperatlng FoundationsSelected Balance Sheet and income Statement Items and Distributions by Ratio of

Investment Income to Total Fair Market Value of Assets

figures are estimates based on samples money amounts are in thousands of dollars

Item percent percent percent percent percent percent percent

Total under under under under under under undet
tO percent

Percent
percent perCent percent percent percent percent tO percent

or more

_________________

61 18 tO

Number of nonoperating foundations 26970 7682 1509 1905 2804 3270 3031 2202 1225 3341

Total assets book value 32965412 079837 804417 2176674 4075603 758847 5072779 2927685 4284904 3355037
Selected assets

Cash total

Number of foundations 24.971 6138 1479 1883 2752 3156 2.933 2151 1201 3279
Amount 1.821.415 215173 52.625 103.937 182.191 253279 257681 155235 131514 469.779

Investments in government obligations total

Number of foundations 6108 431 217 453 766 1169 1200 824 354 695

Amount 3.977883 116.345 48880 239257 418.910 923.846 899.234 459915 424.973 446523
Investments in corporate bonds

Number of foundations 9600 605 449 615 1224 1720 1672 1289 689 1.338

Amount 6.823979 663.936 63751 357.266 841065 1709143 1.121064 643.938 735.037 688779
Investments in corporate stock

Number of foundations 1326r 1433 866 1.154 1.777 2.121 1914 1361 704 1.935

Amount 1540488 1.175.779 469.892 1.194.934 2.012452 3.602.481 2231.960 1.260.039 2.390.794 1.066.555

Total liabilities 1433163 324836 11746 134383 154.493 294767 107.947 67.897 196686 140408
SelØctºdliabilities

-.- .-.-

Contributions gifts and grants payable

Number of foundations 783 154 19 46 74 127 94 85 49 135

Amount 838.751 24591 634t 104.755 120.074 240436 68.328 49105 133.203 91918

Mortgages and notes payable

Number 01 loundabons 659 406 21 57 dl 28 27 20 13 45

Amount 27956 244.051 227 772 561 290 5.3E 3066 2.568 6007
Net worth end of year 31532.241 275500 792671 204229 3921111 6893701 496483 2859781 4088218 3214629

Principal fund

Number of foundations 24.53 5.831 1470 1833 275 3178 2961 2110 1202 3189
Amount 30701179 2.705049 790.71 2126548 3718.03 6.773661 479278 2811992 4012883 2.969518

Income fund

Number of foundations 9209 1451 455 617 1104 1533 1.433 1005 434 1176
Amount 831070 49951 1959 84.258 203.077 120048 172049 47797 75335 245111

Reconciliation of net worth

Net worth beginning of year
Number of foundations 25.456 6439 1.478 1850 2.768 3245 3.007 2183 1210 3277
Amounf 28799.825 1759900 683.754 187226 3708.863 6659340 4811460 2756655 3.852.285 2695306

Additions 10 net worth

Net income

Number of foundations 14724 2.854 855 1163 1683 1891 1919 1473 778 2107
Amount 2682821 862154 109536 161957 177.357 227314 166773 144631 223238 609861

Other increases

Number of foundations 4066 689 251 263 500 691 498 404 188 584

Amount 663718 223164 22052 27149 91.931 92.223 100059 10508 57768 58864
Subtractions from net worth

Deficit

Number of foundations 10.728 3442 652 73 1086 1353 1070 722 445 1228
Amount 340866 47509 14653 13072 28205 40879 36224 17068 31016 112240

Other decreases

Number of foundations 4.674 961 204 352 539 748 531 407 285 641

Amount 293247 42708 8019 6006 28835 44290 77236 34938 1405 37.160

Equals

Net worfh end of year
Number 01 foundations 25619 6416 1.508 1905 2.803 3254 3.026 2187 1.225 3.295

Amount 31532249 2755000 792671 2042290 3.921.110 6893708 4964.832 2.859789 4088218 3214629

Total receipts 5703975 1147102 189602 369063 536529 778615 62611 450512 525668 1080768
Selected receipts

Contributions gifts and grants received

Number of foundations 11.780 4148 698 959 1119 1193 984 798 471 1411

Amount 2.122318 792575 128865 164.329 190383 151757 143223 135.897 72327 342961
Interest

Number of foundations 20.717 2893 1.339 1.693 2.561 3.094 2885 2.119 1.177 2.956

Amount 1180643 42780 13896 61478 129216 269061 217.765 137.790 144408 164249
Dividends

Number of foundations 14.847 1449 930 1269 1948 2429 2.161 1566 782 2312
Amount 1167.147 63188 34.604 109.628 155446 255.861 201559 122.554 137377 86930

Net investment Income 3026858 49467 49396 174421 292071 543119 453704 312317 418505 733857
DIstribution items

Adjusted net income

Number of loundahons .......... 20843 2331 1406 1808 2656 3145 2974 2159 1217 3146
Amounf.......................... 2413.861 99.361 46608 172067 265.319 519532 426.474 257663 293948 332888

Minimum investment return

Number of foundations ........................... 22.590 4.402 1281 1.720 2.592 3.132 2899 2.112 1195 3256
Amount 1.826.335 102.855 55.422 172.101 242.241 393.341 291829 174478 208551 185.516

Disfnbutable amount
Number of foundations 23281 4.598 14181 18131 2672 3168 2974 2166 1217 3.256
Amount 2450.298 148682 56.8001 178695 267.003 508.977 418426 252.732 287.002 331.980

Ouafifying distributions

Number of foundations .................... 24347 5569 14441 17981 2740 3215 2966 2132 1.203 3.279

Amount 3.233279 313.593 89.5701 215188 369.109 581.729 463.062 303.905 340.313 556.808

Undistributed income

Number 01 foundations 7.854 1037 373 5681 966 1221 1299 876 455 1058
Amount 688.770 51547 t6.63 3J_ 74.727 117.805 141.978 101.022 44300 108.324

Estimate should be used with caution because the small number 01 sample returns on which it was based

NOTE Detail may not add to total because of roundirrg
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Table 12 Nonoperating Foundations Computation of Minimum Investment Return Distributable Amount and Quaiifying

Distributions by Size of Total Assets Not Held for Charitable Purposes

figures are estimates based on samples money amounts are in thousands of dotfarsj

Size of total assets not held for charitable purposes
_____________ ____________ _____________

Assets
$25000 $100000 $500000 $1000000 $10000000

Total

$25 000
under under cede under under

____________________________________________________ ____________
reported

$100000 5500.000 51.000.000 $10000000 $50000000
mm

Number of nonoperating foundations 26970 419 6403 5233 6054 1801 2761 412 102

Computation of minimum Investment return

Fair market value of assets not used directly in

carrying Out exempt purposes total 37.293.832 51.215 287.014 1.431.26. 127383 820420 8284.693 17761.603

Monthly average of securities at fair market value.. 32.798.259 25.670 193.82 1.084.553 1.02914 6.847.709 7075.84 16.541.516

Monthly average of cash balances 1344014 22.443 69.059 204.747 121613 47777 251.895 196482

Fair market value of all other assets 3.151555 3.102 24.13 141961 123077 878.721 956954 1023606

Less Acquisition indebtedness 209.113 27r 1.360 7.44 5.969 36.826 119829 37412

Equals Net fair market value of assets not used

directly in carrying Out exempt purposes 37.084.719 50.939 285.654 1.423.821 1.267.868 8167.381 8.164.864 17.724.191

Less Cash held foe charitable activities 557934 t04 4.467 23.798 19.335 123631 121286 264377

Equas Base or calculating minimum inveslmenl

return 36.526.779 4989C 28118 1.400.022 1248533 8043750 8.043.578 17459814

Minimum Investment return 1826335 2494 1408 7000 62426 40218 402179 872991

Computation of distributable amount

Adjusled net income 2.413.861 55.26 5.137 21.380 100.856 87204 548241 518.232 1077545

Higher of adjusled nel income or minimum

inveslmenl return 2502567 55554 5773 23.136 105709 90868 568451 540.896 1.112.180

Minus

Tax on investment income 59.080 635 13L 502 2451 2168 13.777 12688 26.727

Tao on unrelated business income 4.957 13 223 Si 1.248 1559 1865

Equals Distributable amount before adjustments 2.438525 54.9t9 5627 22.633 103.033 88650 553426 526648 1083587
Net adjuslments 11.772 65 92 179 3970 1290 5885 54 386

Positive adjustments

Number of foundations tt9 15 22 13 22

Amount 12581 208 92 234 401 1291 5937 420 386

Negalive adustments

Number of foundations 22 it

Amount 808 293 55 42 53 364

Equals Distributable amour adjusted 2.450.298 54833 5.719 22.813 107003 89.940 559.311 526.705 1083973

Total qualifying distributions 3233279 144681 57026 77757 220097 155564 786505 692584 1099065
Disbursements for euerripl purposes

Number of foundations 24304 2719 5556 5.038 5.960 1788 2731 410 102

Amount 3093488 128255 55488 75.624 214.521 152385 765913 673193 1.028.107

Program related vestments

Number of foundations 148 tO 47 25 39 10 12

Amount 9463 t29 120 118 937 578 4.274 717 2591
Amounts paid to acquire assets used for charitable

purposes

Number 01 foundations 648 123 125 78 82 60 t19 34 27

Amount 62025 15820 1.164 1442 4036 2.532 13.537 13445 10048
Amounts set aside for charitable purposes

Number of loundations t63 36 31 30 39 16

Amount 68302 476 254 573 603 68 2.782 5.228 58318
Total assets book value 32965412 1029815 105800 34262 1487228 1247.462 7709609 7613664 13429212

Selected assets

lnveslmenls vi government obligalions 3.977.883 82.048 3929 24.073 160799 156682 1040657 1053.384 1456310
Investments in corporate bonds 6.823.979 118325 8.062 49.428 263529 257.774 1662649 2030.907 2.433.304

Investments in corporate stock 15404886 341579 20774 97558 502.53 448.261 3095.740 3118850 7779587

Estimate should be used wlh caution because of lfre small number of sample returns on which it was based

Less than $500

NDTE Detail may not add to total because of rounding
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Table 13 Nonoperating Foundations Computation of Minimum investment Return Distributable Amount and Qualifying

Distributions by Ratio of Qualifying Distributions to Total Assets Not Heid for Charitable Purposes

tAil figures are estimates based on samples money amounts are jn thousands of dollars

________ ________ ________ ________
guaLtplng to total

lti1
Under

percent perCent percent percent percent percent percent

Total under under under under under under unde
tO percent

percent
percent percent percent percent percent percent 10 percent

er mere

10

Number of nonoperating foundations 26970 6870 88 1495 2345 246 198 1240 90 8770
Computation of minimum investment return

Fair market value 01 assets not used directly in

cattying out exempt purposes total 37.293.832 1.517985 2.53408 4.625639 8667.81 9507499 3.807388 1.348460 710.981 4.573.955

Monthly average of securities at tair market

value 32798259 100533 2.333769 4.031665 7.818359 8783.400 3474078 1.156772 57610 3613577

Monthly average of cash balances 1344014 105431 92610 125.75 214342 163265 123070 70.052 43543 405.937

Fair market value 01 all other assets 315155 402014 10770 468217 635118 560834 210240 12165 91.332 554439

Less Acquisition indebtedness 209113 9157 11909 11.944 21784 368 1932 1108 1.29 63.884

Equals Net lair market value 01 assets not used

directly in cartying out exempt purposes 37084719 1426413 2522171 4.613.694 8646.03 9503.811 380545 1347373 709688 4510.070

Less Cash held for charitable activibes 557936 21 .221 37.715 67801 130.299 141.83 57530 2044 10.581 70501

Equals Base for calculating minimum investment

return 36526779 1405.181 248446 4545893 851573 9361.97 3747.92 1.326925 699.107 4439568

Minimum Investment return 182633 70251 124223 22729 42578 46809 18739 66346 3495 221977

Computatlonofdistrlbutableamount -.
Adlusted net income 2.413861 125.789 118.327 25608 496.854 61856 283.50 96128 53.041 365.572

Higher 01 adusted net income or minimum

investment return 2.502567 138760 136253 269.493 520983 625.550 286868 96903 54.002 373754

Minus

Tax on investment income 59.080 2842 3.160 7.498 12.059 15045 5992 2.181 1.202 9101

Tax on unrelated business income 495 711 99 1.274 522 157 146 609

Equals Distnbutable amount before adjustments.. 2438.52 135201 133077 261.891 507.650 609.983 279.301 94.74 52.655 364043

Net adjustments 11.77 -31 -358 394 397 529 26 1.36 25 9.165

Positive adjustments

Number xl loundations 119 10 19 11 53

Amount 12581 314 447 403 529 264 1.386 27 9211

Negative adjustments

Number 01 loundations 22 Ii

Amount 808 344 351 53 46
Equals Distributable amount adjusted 2450.298 13517 132.719 262290 508.047 61051t 279.564 96.101 52680 373.208

Total qualifying distrlbution8 3233279 168469 9114 211401 478248 607321 284868 11422 66.96 1210627

Disbursements for euempl purposes

Number of foundations 24.304 4220 886 1495 234 2462 1.986 1.240 907 8762

Amount 3093488 151940 90742 208364 436.713 58065 283400 112.274 65.036 1164360

Program related investments

Number of foundations 148 18 84

Amount 9463 140 114 171 2731 403 684 34 5.182

Amounts paid to acquire assets used for

charitable purposes

Number of foundations 648 150 27 72 41 55 14 27 18 244

Amount 62.025 15902 395 2.757 5643 1231 962 981 1565 32.584

Amounts set aside for charitable purposes

Number of foundations 163 13 13 78

Amount 68302 48 174 35.722 22.694 104 287 333 8501

Total assets book value 3296541 271107 1492561 384223 6605741 8784941 295294 1266392 676402 4633101

Selected assets

Investments in government obligations 3.977883 258034 204.862 410.394 753002 930.167 510.357 177.273 109.798 623.994

Investments in corporale bends 6823979 665651 254732 73717 1332439 1858315 633.206 323916 178.512 840.032

Investments in corporate stock 15404886 736293 796.532 1967.332 3439902 4855.939 1380.95 538.845 213514 1.475.574

Estimate should be used with caution because 01 the small number xl sample returns on which it was based

Less than $500

NOTE Detail may not add to totul because 01 rounding
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GLOSSARY OF TEI3iS ating the distributable amount The purpose of

establishing minimuii investment return was to

Nontechnical terminology has been used in this insure that foundation distributed for charitable

article wherever possible to assist the under purposes at least specified percentage of its non

standing of the statistical content However in charitable assets i.e assets held for investment

Tables 113 the technical terms are used as they purposes

appear on the tax return form Therefore to assist

users of these data explanations of some of these Nonoperating Foundations

terms are provided with both their technical and non
technical meanings The latter are denoted in Nonoperating foundations were organizations that

parentheses more comprehensive glossary of terms carried on their charitable activities in an indirect

appears in Statistics of Income19741978 Private manner by making grants to other organizations that

Foundations were directly engaged in charitable activities
rather than engaging in charitable activities them

Adjusted Net Income Receipts Less Expenses selves

This item represented the excess of the gross Operating Foundations

income derived from or in connection with property

held by the foundation reduced by allowable deduc These were private foundations that spent at least

tions It included investment income net shortterm 85 percent of their adjusted net income directly on
capital gain repayment of qualifying distributions the conduct of the activities constituting the

gross profit from business activities and certain
purpose or function for which they were exempt the

miscellaneous income Excluded from income were income test In addition to the income test
gross contributions gifts and grants received operating foundations must have met one of the

contributions from splitinterest trusts gross dues
following tests the assets test the endowment

and assessments net longterm capital gain and net test or the support test
gain or loss from the sale of nonbusiness assets

Foundations met the assets test if 65 percent
The amount of adjusted net income was one of the

or more of their assets were devoted directly to tax
amounts used in determining the amount of charitable

exempt activities or to functionally related
distributions that the foundation was required to

businesses that were related to the exempt purpose of
make

the foundation

Distributable Amount ReQuired Minimum Distribution
Foundations met the endowment test if they

made qualifying distributions directly related to the
Distributable amount was the greater of the founda

active conduct of their taxexempt function of at
tions minimum investment return or adjusted net

least twothirds of their minimum investment return
income less taxes on net investment income and

unrelated business income and net of any adjustments
Foundations met the support test if at least

Distributable amount represented the minimum payout
85 percent of their support exclusive of gross

which had to be distributed by the end of the year investment income came from at least five unrelated
after the year for which the return was filed in

taxexempt organizations or from the general public
order to avoid payment of an excise tax for failure or both In addition no more than 25 percent of
to currently distribute income

their support exclusive of gross investment income
was derived from any one such exempt organization and

Expenditures for Exempt Purposes Philanthropic or no more than half of their support was derived from

Charitable Spending gross investment income

These deductions represented expenditures for Qualifying Distributions Actual Distributions
activities that were directly related to the tax
exempt purposes of the foundation Included were These were direct expenditures for charitable

necessary and reasonable administrative expenses paid purposes or for assets used for such purposes They
for charitable scientific educational or other included payouts to public charities and operating
similar purposes These amounts were determined foundations and payouts to other private foundations
solely on the cash receipts and disbursements method if the recipient foundation agreed to distribute the

of accounting same amount for- charitable purposes by the end of the

following tax year In addition funds set aside for

Minimum Investment Return Fixed Percent of Assets major taxexempt projects were also included

alifying distributions were creditable against
This was the aggregate fair market value of assets private foundations obligation to pay out its dis

not used for charitable purposes less the sum of tributable amount
indebtedness incurred to acquire those assets and

cash held for charitable activities multiplied by Value of Noncharitable Assets Investment Assets
specified percentage of total assets For taxable

years beginning after December 31 1975 and all For purposes of calculating minimum investment

succeeding years the percentage was set at return only the assets that were not used or held
percent The rate was subject to change by the for use for exempt purposes entered the computation
Secretary of the Treasury each year depending on An asset was not used directly in carrying out the

money market interest rates and investment yields foundations exempt purpose if the asset was not used
in the carrying on of charitable educational or

If the minimum investment return exceeded the other similar function which gave rise to the exempt

adjusted net income it became the basis for calcul status of the foundation
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THE PRIVATE FOUNDATION IN PLURALISTIC SOCIETY

Thomas Petska

Internal Revenue Service

ABSTRACT

Since the federal government has initiated period of retrenchment

philan.thropy from the private secor has been called upon to offset public

social program reductions large portion of the private sector

organizations that engage in philanthropic activities are those that are

recognized as taxexempt in the Internal Revenue Code Private foundations

are an important type of these philanthropic taxexempt organizations In

this paper private foundations are examined with particular attention to

their philanthropic activity their growth as an independent sector and their

financial composition 1ta from the forthcoming IRS private foundation study

for 1979 are used to provide current look at the foundation sector and its

relationship to other economic activities
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major shift is presently underway in the U.S economy slowdown in

economic activity coupled with reduction in government programs hAs brought

about need to revaluate the type of activities that ought to be carried out

in the public sector versus the private sector Many of the cuts in govern

ment spending have been for domestic social programs The effect of this

reduction in government social spending is to place an increased burden on the

private sector for conducting social welfare activities large portion of

the-private sector organizations that are involved inphilanthropicactivi
--

ties are those that are recognized as taxexempt in the Internal Revenue

Code Private foundations an important type of these philanthropic tax

exempt organizations are examined in this paper In section some back

ground information on exemption from taxation is provided In the second

section time series data on foundations are presented so that the size and

growth of the foundation sector and its comparability to other economic

entities can be ascertained comparison of foundation data from the

forthcoming 1979 IRS study with data from similar study for 1974 appears in

section In section research plans for private foundations and other

taxexempt organizations are described Finally an appendix is provided

describing the methodology used in the 1979 study

Taxxempt Status and the NonProfit Sector

In order to foster private philanthropy the federal government has granted

exemption from taxation to certain organizations that engage in charitable

activities While the legislative origins of taxexempt status go back to
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before enactment of the first constitutional income tax law the primary

purpose was best established in the Ways and Means Committee report on the

Revenue Act of 1938

The exemption from taxation of money or property devoted to charitable or

other purposes is based upon the theory that the government is compensated

for the loss of revenue by its relief from the financial burden which would

otherwise have to be made by appropriations from public funds and by the

benefits resulting from the promotion of the general welfare

second reason that has historically been cited is that it is administratively

unwise to tax organizations that are not expected to have any meaningful

income

Deductibility of Contributions

The Revenue Act of 1917 established another benefit that indirectly assists

the charitable religious and educational organizations that are engaged in

philanthropic activities This benefit the allowance of deductions for

charitable contributions from the tax base of individuals effectively lowers

the cost of deduction by the amount of the deduction times the applicable

marginal tax rate of the donor In 1935 this benefit was extended to

corporate donors 32
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Public Involvement and the 1969 Tax Reform Act

Governmental involvement in the affairs of taxexempt organizations has signi

ficantly increased over time In the 1950s and 1960s the privileges of

tax-exempt status attracted increasing public attention In particular

discussion focussed on private foundations which had not been specifically

defined in the Internal Revenue Code but were recognized as taxexempt under

Subsection 501c3 Alleged instances of foundation involvement in

questionable taxexempt activities which surfaced at this time contributed

to the passage of the Tax Reform Act of 1969 This Act significantly

increased public involvement in the activities of foundations

Under this act private foundations were defined to mean any domestic or

foreign organization described in Subsection 501c3 other than those

mentioned in Subsections 509al4 of the Internal Revenue Code established

and operated exclusively for religious charitable educational or similar

purposes Less technically private foundation is nongovernmentnon

profit organization with narrow base of financial support whose goal is to

maintain or assist social educational religious or other activities deemed

to serve the public good 14 Foundations thus differ from other Subsection

501c3 organizations which are generally referred to as public charities

primarily in their base of financial support Other 501c3 organizations

have broad base of support while foundation support is more highly

concentrated
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Foundations are classified as either nonoperating or operating foundations

Nonoperating foundations which account for approximately 96 percent of the

total are organizations that carry on charitable activities in an indirect

manner by making grants to other organizations or persons that carry out these

activities Operating foundations on the other band directly engage in

charitable activities Contributions to private nonoperating foundations are

limited to 20 percent of adjusted gross income while contributions to the

other 501c3 organizations and operating foundations are deductible up to

50 percent of adjusted gross income

In addition to defining private foundations other provisions of the 1969 Tax

Reform Act that affected foundations include

required current minimum distribution for charitable purposes The

greater of Adjusted Net Income or fixed portion of charitable

assets the l4inimum Investment Return must be distributed

Prohibition of selfdealing between foundations and certain related

parties

Prohibition of expenditures for lobbying electioneering and other

activities not pursuant to the foundations taxexempt purpose

Imposition of an excise tax on foundations net investment income to

cover the Governments cost of monitoring their activities

In general the Act was strong measure directed toward suspected widespread

abuse of preferential treatment by foundations The minimum distribution
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requirement in particular is considered significant provision of the Act

since it requires current distributions for charitable purposes as opposed to

the unlimited accumulation of funds If this required minimum distribution

exceeds the rate of returns on assets some assets would have to be liquidated

TaxExempt Organizations and the 1981 Economic Recovery Tax Act

The Economic Recovery Tax Act of 1981 was the next major legislation affecting

private foundations and other taxexempt organizations Under this Act

certain contributions by donors who do not itemize deductions were made

deductible As noted above this effectively reduces the cost to donor of

making contribution and is thereby expected to benefit the taxexempt

organizations that receive these contributions In addition marginal tax

rates for individuals and corporations were lowered This change reduces

total tax liability and therefore increases the after tax income of indivi

duals and corporations In this regard additional philanthropic spending

might be expected flowever this change also increases the net cost of

contributing to taxexempt organization since the effective cost of

contribution is equal to the contribution times one minus the marginal tax

rate Thus as the marginal tax rate is reduced increased the donor cost

is increased reduced Finally the required minimum distribution of

private foundation is no longer the greater of adjusted net income and the

minimum investment return It is now only the latter This change lowers the

required minimum distribution for foundations whose adjusted net income

exceeds their minimum investment return and in general is expected to reduce

the amount of foundation grantmaking
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TaxExempt Organizations and Economic Pluralism

As we have seen taxexempt organizations are private sector organizations

that to large extent owe their existence to the preferential treatment

afforded them in the tax code Although philanthropic activities and private

nonprofit organizations would exist without these benefits the degree to

which these activities and groups have become institutionalized would not have

occurred without this favorable tax treatment Furthermore the diversity in

the types of taxexempt organizations as determined by their degree of

publicness in their sources and uses of funds and in the public involve

ment in their internal affairs has created broad range of mixedsector

organizations Toward the private end of this spectrum are the private

associations whose income is taxexempt and whose benefits assist only their

own members On the other end of this spectrum are the philanthropic tax

exempt organizations whose benefits provided are broadbased Private

foundations are included in this group of philanthropic taxexempt organi

zations Rowever since foundations have narrow base of financial support

their benefits are more private than the other philanthropic taxexempt

organizations

From an IRS perspective the taxexempt population can best be viewed as being

composed of the following general groups

Organizations that are presumed to be taxexempt by the nature of their

activities and are not required to apply for tax-exempt status The

most notable example of this group is that of church
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Organizations that must formally apply for and be recognized as

taxexempt under specific section of the Internal Revenue Code

This latter group can be subdivided into three major catagories private

foundations farmers cooperatives and all other types of taxexempt

organizations including public charities This paper continues with

gtatisticalanalysisof privatefoundations -- -- --

II Private Foundation Size Growth and Comparability to Other Entities

Data from five private foundation studies in the period 196279 are shown in

Table so that growth in the number of foundations and their aggregate finan

cial activities can be examined Of the five years presented data for 1962

are from survey of foundations conducted by the Treasury Department Data

for 1974 and 1979 are from IRS Statistics of Income studies that used

stratified sampling designs Data for the years 1977 and 1978 are from the

IRS Master File system The Master File data include 100 percent of their

respective populations but are limited in item detail and are not subjected to

the extensive testing for dataconsistency that was used in the stratified

sample studies

As can be seen the number of foundations has increased substantially in the

19621979 period Furthermore in every period except the latest the number

of foundations has increased in each successive period Since the decline in
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the number of foundations in 1979 is the first decrease in what appears to be

period of uninterrupted growth it remains to be seen if this is the

beginning of trend

Despite the decline in the number of foundations in 1979 both measures of

foundation total assets book and market valuations plus foundation

receipts and contributions paid all increased in 1979 although the increase

for the latter amount was negligible The book value measure of total assets

shows the most stable pattern of growth with annual growth rates ranging from

to percent for the seventeen year period The total market value of

assets had its largest increase in 1979 with growth of 20 percent Founda

tion receipt data show modest growth early in the period but substantially

more growth since 1974 In the next section the composition of foundation

receipts in 1974 and 1979 will be compared to determine the source of this

increase The contributions paid data indicate stable growth of around

percent before 1977 substantial increase of 19 percent for 1978 but an

increase of only percent for 1979

In constant dollars the picture that emerges is somewhat different The book

value of total assets declined in the 19741979 period after showing modest

growth in the 19621974 perIod On the other hand the market value of total

assets hardly shows any growth in the 19621978 period but growth at an

annual rate of 11 percent for.1979 The constant dollar receipt data display

pattern of strong growth since 1974 This is similar to the trend in

current dollars although the growth rate is less Between 1974 and 1979

current dollar receipts increased at an annual rate of 15 percent while in
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the same period constant dollar receipts increased at annual rate of

percent The contributions paid constant dollar data indicate considerable

stability between 1962 and 1977 12 percent increase in 1978 and then

decline of percent in 1979

The time series data on foundations for the 19621979 period present

mixed picture of the current state of the foundation sector The mandatory

distribution requirement in the 1969 Tax RefOrm Act raised speculation that

foundation asset values would decline in meeting this required minimum

distribution These data do not indicate that this is occurring although

aggregate constant dollar asset values are hardly showing any growth at all

Data are presented in Table for six years in the 19621979 period to show

the relative magnitude of foundation and other taxexempt organization

philanthropic expenditures The measure used in this comparison is expendi

tures for exempt purposes which includes disbursements for activities that are

directly related to the taxexempt purpose of the organization measure of

public philanthropy called Social Welfare Expenditures is included for

comparative purposes This series includes public transfer payments and

investment expenditures for schools hospitals and other similar facilities

Expenditures for exempt purposes by foundations and other taxexempt

organizations are small in comparison to the Gross Mational Product 2P
Public philanthropy as measured by Social Welfare Expenditures is by far the

largest philanthropic entity equal to 18-to 20 percent of the GNP for all
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years except 1962 Private foundation expenditures are relatively small even

within the charitable taxexempt sector and they are considerably smaller in

comparison to total Social Welfare Expenditures and in particular the GNP

Private foundation expenditures are showing gradual decline relative to the

GNP The other time series indicate no significant trends except for the very

large increase for public philanthropy that occurred between.l962 and 1974

Foundation expenditures are largest relative to the GNP in 1974 while

expenditures for other charitable taxexempt organizations are relatively

largest in 1975

It is evident from the data in Table that foundation and private

philanthropic spending in general are small in comparison to government

spending for social welfare However the expenditures of these private

philanthropic organizations account for billions of dollars and are highly

concentrated among relatively small number of very large organizations

30 31 In addition large amount of private philanthropy is carried

out by churches and other private charitable organizations that are exempt

from filing Finally the presence of large federal deficits is generating

increasing pressure to further reduce public spending on social welfare

programs Therefore although private philanthropy as whole is small

component of total social welfare spending private sector organizations are

being looked upon to help fill the gap created by the public spending

reductions
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III The Financial Composition of Private Foundations

The 1974 and 1979 forthcoming IRS private foundation studies are similar in

design and content and offer an ideal circumstance for interyear comparisons

on the internal composition of foundation financial data

In Table assets and liabilities by type are presented for 1974 and 1979

Except for accounts and notes receivable all components increased between

1974 and 1979 Corporate stock the largest asset item increased by 2.3

billion while corporate bonds the second largest asset item inereased by

2.O billion Government obligations the third largest asset item witnessed

the largest increase both in actual amounts and on percentage basis This

increase is t2.7 billion which is almost twice the 1974 amount

In regard to the percentage composition of assets the relatively small

percentage increase in corporate stock 17 percent in comparison to some of

the other components has bought about an percent decline in the composition

of assets accounted for by stockholdings from 53 to 45 percent Government

obligations accounted for the largest relative increase growing from to 12

percent of the total Most of the other asset composition shares were rela

tively stable between the two periods Foundation liabilities declined by

139 million between the two periods Contributions gifts and grants

payable is the largest liability component accounting for over 50 percent in

each of the years Although this amount declined slightly between the two

years percent there was greater decline in total liabilities

percent This raised the ratio of contributions to total liabilities from 53
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to 57 percent Mortgages and notes payable the second largest liability

component declined substantially between 1974 and 1979 and decreased relative

to total liabilities from 32 to 20 percent The net worth of private founda

tions increased by approximately the same amount as total assets billion

an increase of 39 percent

In table the composition of foundation receipts and deductions are

presented In both years contributions gifts and grants is the largest

receipt item while dividends and interest are the two next largest items

Dividends ranked second in 1974 but dropped to third in 1979 as interest

registered larger increase This increase in the share of interest relative

to dividends is not surprising when two factors are considered First as the

asset composition indicates investment portfolios have shifted away from

holdings of corporate stock toward holdings of government obligations

Second in 1979 interest rates were at historically high levels so even

without portfolio changes returns from these assets would be higher relative

to those in 1974 Each of the three largest receipt items grew substantially

on perceatage basis between 61 and 88 percent however they all declined

in relative importance to total receipts due to the large net gain from the

sale of assets In 1974 this component was 0.2 billion but it increased to

0.8 billion in 1979

Contributions gifts and graats is by far the largest item in total

deductions and it increased its share of the total from 71 to 79 percent
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Although employee wages and benefits professional services and compensation

of officers all registered large percentage increases the relative share of

the sum of these three items increased only from to 10 percent

comparison of the composition of assets between 1974 and 1979 by size of

total assets is shown in Table Despite decline in the relative share of

corporate stock in the overall composition of assets in both years corporate

stock accounts for the-largest share of total assets -for all-size groups

except for the group under $25000 Furthermore corporate stock accounts for

greater share of total assets with increasing asset size in both years

This item accounts for less than 30 percent of assets in the smallest asset

size class but over 50 percent in the largest class The relative share of

corporate bonds in total assets is stable at 20 percent in both years and the

relative shares across asset size classes are strikingly similar Despite

difference in the smallest asset size class both composition shares grow

steadily from the 13 to 14 percent range in the second smallest asset size

group to just over 20 percent in the million to $50 million range then

decline somewhat in the highest asset size class

Government obligations the third largest asset item changed the most

relative to total assets increasing from percent in 1974 to 12 percent in

.1__._ i.. i....ijj
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ment obligations However the largest increases occurred in the medium and

large asset size classes The increases in government obligation holdings are

similar in magnitude to the decreases in corporate stock holdings In both
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years cash holdings decrease relative to total assets as asset size increases

However for each comparable asset size class cash holdings are greater in

1979 than in 1974 The remaining asset items account for relatively small

portion of total assets

Data on the percentage composition of receipts by size classes of assets for

1974 and 1979 are displayed in Table The largest receipt item contri

butions gifts and grants declined somewhat relative to total receipts and

indicated pattern of decreasing importance with increasing asset size in

both years This component accounts for over 80 percent of total receipts for

the smallest asset size class however it declines as asset size increases

and accounts for only 30 percent in the largest size class Both dividends

and interest the second and third largest receipt items increased in

composition share with increasing asset size However for both items this

increase is more pronounced in 1974 than in 1979 In 1974 dividends and

interest together accounted for 14 percent of receipts in the smallest asset

size class and 76 percent in the largest size class In 1979 however these

two components accounted for percent of receipts in the smallest asset size

class and 44 percent in the largest asset class

As previously noted the only item that increased its share of total receipts

is net gain from the sale of assets In 1974 this item was negative both in

total and iii all but one of the asset size classes In 1979 both the total

and each size class were positive Furthermore in 1979 the composition share

of this component increased steadily from 0.2 percent in the smallest asset
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size class to 19 percent in the largest size class Although the size of the

negatives in 1974 are most significant in the lowest and highest size classes

no other pattern is evident

Distributiog and distribution to asset percentages for 1974 and 1979 appear

in Table The minimum investment return is fixed percent of nonchari

table assets In 1974 it was 5.5 percent for nonoperating foundat1ons_

organized before May 1969 and 6.0 percent for all other foundations By 1979

it was lowered to 5.0 percent for all foundations The distributable amount

is the greater of the minimum investment return or adjusted net income and is

the required minimum distribution that must be met to avoid penalties

Qualifying distributions are expenditures made by foundations for their

exempt purpose aiiunts used to acquire additional charitable assets and

amounts set aside for future charitable projects Qualifying distribu

tions are what foundation chooses to distribute as opposed to the distribu

table amount which is what foundation is required to distribute

The minimum investment return increased from .5 billion to 1.9 billion

between 1974 and 1979 and is relatively stable percentage of assets as one

would expect The distributable amount increased from $1.5 billion in 1974

to $2.5 billion in 1979 and exceeds the minimum investment return in total and

in each asset size class for both years The difference by which the distri

butable amount exceeds the minimum investment return declines with increasing

asset size This indicates that the smaller foundations have amounts of

adjusted net income that exceed their minimum investment returns by higher
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rate than is the case for the larger foundations The distributable amount to

asset percentage is higher in total and in each asset size class in 1979 than

in 1974 This occurred even though the rate of the minimum investment return

was lower in 1979 The reason however was that adjusted net income

increased more rapidly than the minimum investment return $1.1 billion for

the former and $0.4 billion for the latter In 1974 the minimum investment

return exceeded adjusted net income but in 1979 it was $0.7 billion less As

result of the 1981 Economic Recovery Tax Act adjusted net income is no

longer used In the determination of the distributable amount This may reduce

the anxunts that foundations expend for charitable purposes For example if

this had existed in 1979 the distributable amount would have been $0.7

billion less

Qualifying distributions have increased from $2.5 to $3.4 billion between 1974

and 1979 however the qualifying distribution to asset percentages remained

stable at 10 percent In both periods Qualifying distributions exceed the

distributable amount for all asset size classes in both years but the

difference declines with increasing asset size Thus the smaller foundations

are more inclined to distribute more than is required than the larger founda

tions In the smallest asset size class qualifying distributions exceed

assets by considerable amount in both years While this appears incon

sistent it is probably caused by the presence of liquidations in this asset

size class Since the asset measure used in this comparison is the year end

total book value an organization that liquidated during the year would have

positive distributions and no assets at year end
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IV Future Research Planned

An article highlighting data from the 1979 private foundation study is planned

for the fall 1982 issue of the SQl Bulletin This article will present

additional data not present in this paper

The overall plan of research in the taxexempt area is to accomplish more with

less resources Consequently no new fullscale studies are planned for the

198287 period Resources will be concentrated on the maximum utilization of

Master File data and on selected smallscale studies Although the Master

File data are limited in item detail and are not subjected to extensive consis

tency testing they are useful alternative to other approaches because they

are economical timely and not subject to sampling error Since all three

types of exempt organizations are included in the Business Master File i.e

private foundations farmers cooperatives and other taxexempt organiza

tions we are attempting to obtain tape extract with data for all of these

organizations Tables could be prograed in the Statistics of Income Division

and included as periodic feature in the SOt Bulletin

Beginning with tax year 1982 we will also initiate series of annual mini

studies of private foundations and other exempt organizations The private

foundation studies will use sample of approximately 1200 returns which will

include all of the largest foindations i.e approximately 600 with at least

$10 million in total book value of assets and an additional 600 from
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random stratified sample of the remaining population Although this sample

size is significant reduction from the fullscale studies of 1974 and 1979

each of which had sample sizes of approximately 9000 returns the high

concentration of foundation assets and income will allow us to obtain large

portion of these items in the selected returns Furthermore we are planning

to supplement these data with data from the Master File to provide compre

hensive statistical profile of the foundation sector

The proposed annual mini studies of other taxexempt organizations Form

990 will have sample size of approximately 4800 returns Of this total

approximately 4200 returns will be those of the largest organizations i.e

those with total assets of l0 million or more and 600 will be from

random stratified sample Although this- sample size is extremely small in

comparison to the population over 300000 returns assets and income are

also highly concentrated among the largest organizations for which the

selection rates will be 80 to 100 percent. Our greatest concern is the

analysis of the data of the smaller organizations i.e those with under l0

million in total assets To minimize this problem we are exploring options

with confining this portion of the sample to particular strata such as

Subsection 501c3 and to shift this emphasis over time

After considerable delay study of farmers cooperatives for 1977 is once

again proceeding This studyincludes both taxexempt Form 990C and

taxable Form 1120 cooperatives The Department of Agriculture has

contracted to test and resolve problems with these data and to program



275

tabulations We plan to publish an analysis of these data in the SOt Bulletin

in 1983 Presently we have no plans for another 501 study of these

organizations

In conclusion the taxexempt sector is diversified part of the U.S economic

system that has several significant attributes concerning tax policy analysis

and overall economic behavior Because of its diversity the taxexempt

sector is difficult to analyze with limited resources However we are

coitted to developing an approach that will lead to the establislent of

timely and economical data base which will be of interest to many researchers

in this area
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Appendix Method of Estimation in the 1979 Private Foundation Study

The data for 1979 in this paper are estimates based on random stratified

sample of Forms 990PF Returns of Private Foundations Exempt from Income

Tax All returns were selected before audit Tentative and amended returns

were excluded from the sample Tentative returns were not subjected to

sampling because later revised return could have been sampled Amended

returns were not sampled because the original returns had already been

subjected to sampling

Sample Selection and Method of Estimation

Foundation returns processed during 1980 were computer stratified based on the

size of total book value of assets Within each sample stratum returns were

randomly selected based on transformed value of digits in the Employer

Identification Number Em Sampling rates varied between and 100 percent

stusmary of data on the population sample and method of estimation is

provided in Table

The population of 29673 was sampled and total of 9925 returns were

selected This sample included duplicate returns prior year returns of

selected entities and amsnded returns total of 83 duplicate returns were

excluded from the sample file and weighting factors were derived by dividing

the estimated population in .each stratum by the sample count for that

stratum The weighting factors were applied to the accepted records which

consist of the sample counts less the prior year duplicate entity returns and

amended returns for that stratum In the 100 percent portion of the sample

special efforts were made to insure the inclusion of the largest foundation
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returns This portion of the file was matched against comparable portions of

the IRS Business Master File and file from the Foundation Center

Discrepancies between these files were investigated The returns of 45 very

large foundations i.e those with lO million or more in total assets that

were missed were added to the file and special adjustment factors were

derived to account for additional missing returns that we did ot attempt to

locate

Response and Other Nonsampling Errors

Various checks were imposed to improve the quality of the information in the

returns of the sample During statistical editing editors were instructed to

correct tax return errors wherever possible through reference to the actual

return form and accompanying schedules The quality of editing was controlled

by means of continuous subsampling verification system and the Statistics

of Income Division independently reprocessed small sample of returns to

evaluate the quality of the editing after verification to determine adherence

to the processing instructions

All records in the sample were subjected to series of tests to determine

their internal consistency balance and completeness If record failed any

of these tests it was printed in its entirety on an error register The type-

and incidence of the errors were evaluated and corrections were applied

either automatically by computer or by clerical or professional review

depending on the nature of the error Finally prior to publication all

tables were reviewed for accuracy and reasonableness in light of provisions of

the tax laws taxpayer reporting variations and limitations economic

conditions and comparability with other statisUcal information
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Table.1Private FoundationsNumber of Organizations
Measures of Total Assets Total Receipts and

Contributions Paid for Selected Years 196279

amounts are in millions of dollars

Total assets

Number of
________________ _______________ Contri

Selected founda Total butions

years tions Book Market receipts paid
value value

_____

1962... 14865 11648 16262 1898 1012
1974... 26889 25514 n.a 2792 1953
1977... 27691 30328 34817 4369 2289
1978... 29659 32935 36735 4933 2764
1979... 27980 34668 44648 6013 2801

________ Money amounts are in millions of constant 1972 dollars
_________

1962... 14865 16496 23031 2688 1433
1974... 26889 22202 n.a 2430 1699
1977... 27691 21689 24900 3125 1637
1978... 29659 21949 24482 3288 1842
1979... 27980 21299 27430 3694 1721

Annual current dollar growth rates

_______ _____________ from year of prior study __________ _________

1962... n.a n.a n.a n.a n.a
1974... 4.9 6.5 n.a 3.2 5.5

1977... 1.0 5.8 5.1 14.9 5.3

1978... 6.9 8.2 5.4 12.1 18.9

1979... 5.8 5.1 19.5 19.8 1.3

Annual constant dollar growth rates

________ _______________ from year of prior study ____________ __________

1962 n.e n.e n.e n.e
1974... 49 2.5 n.a .8 1.4

l977....J 1.0 0.8 0.5 8.4 1.2
1978... 6.9 1.2 1.7 5.1 11.8

1979... 5.8 3.0 11.4 11.6 6.8

n.a Not available

SOURCES Data for 1962 are from data for 1974 1977 and 1978 are or
were derived from and data for 1979 are from Constant dollar

estimates were derived using the GNP Implicit Deflator from 34
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Table Expenditures for Exempt Purposes by Private Foundations

and Other Charitable Tax-Exempt Organizations Social Welfare

Expenditures and the Gross National Product

amounts are in millions of dollars

Expenditures for Exempt

Purposes Social Gross

Selected __________________ Welfare National

years Other Fxpenditures Product

Private Charitable
Foundations Organizations

____________

1962... 1012 n.a 64713 565039
1974... 2409 n.a 26468 1434220
1975... n.a 36770 311216 1549212
1977... 2692 29135 369289 1918011
1978... 3101 30380 402887 2156087
1979... 3246 n.a 440264 2413900

Amount asa percent of the Gross National Product

1962... 0.18 n.a 11.45 100.00

1974... 0.17 n.a 18.45 100.00

1975... n.a 2.37 20.09 100.00

1977... 0.14 1.52 19.25 100.00

1978... 0.14 1.41 18.69 100.00

1979... 013 n.a 18.24 100.00

n.a Not available

SOURCES Column data are from 22 31 column are unpublished
from the IRS column are derived from 26 27 and column are

from 34



Table 3.The Composition of Total Assets 283
Liabilities and Net Worth in 1974 and 1979

are in millionS of dollarsi

Item 1974 1979 Change

___________________________________

Number of foundations 26889 27980 1091

Totalassets 25514 34668 9154

Corporate stock 13407 15740 2333

Corporate bonds 5045 7037 1992
Government ob-ligations 1441 -4153 --

Cash 1165 2011 846

Accounts and notes receivable 984 760 224
Land 406 570 164

Net depreciable assets 345 667 332

Otherassets 2722 3729 1007

Total liabilities 1640 1501 139

Contributions gifts grants

payable 866 849 17
Mortgages and notes payable 525 299 226

Accountspayable 69 134 65

Other liabilities 180 220 40

Networth ...... 23874 33167 9293
Composition Percent

Percentages Changes

Totalassets 100.0 100.0 35.9

Corporatestock 52.5 45.4 17.4

Corporatebonds 19.8 20.3 39.5

Government obligations 5.6 12.0 188.2

ash 4.6 5.8 72.6

Accounts and notes receivable 3.9 2.2 22.8

Land 1.6 1.6 40.4

Net depreciable assets 1.4 1.9 93.3

Otherassets 10.7 10.8 37.0

Total liabilities 100.0 100.0 8.5

Contributions gifts grants

payable 52.8 56.6 2.0

Mortgages and notes payable 32.0 19.9 43.0

Accountspayable 4.2 8.9 94.2

Otherliabilities 11.0 14.7 22.2

Net worth 100 100 38

SOURCES Column data are from and column data are from



Table 4.The Composition of Total Receipts
284 and Deductions in 1974 and 1979

Money amounts are million of dollars

Item 1974 1979 Change

Number of foundations 26889 27980 1091

Totalreceipts 2792 6013 3221

Contributions gifts grants 1217 2282 1065
Dividends 743 1196 453

Interest 671 1225 554

Net gain from sale of assets 175 758 933

Gross rents and royalties 120 197 77

Gross profits from business 40 50 10

Other receipts 175 306 131

Total deductions 2717 3536 819

Contributions gifts grants 1953 2801 848

Employee wages and benefits 124 197 73

Taxes 73 89 16

Professional services 46 81 35

Compensation of officers 44 72 28

Depreciation artizatiou
depletion 21 27

Interest 18 17

Other expenses 437 252 185

Composition Percent

Percentages Change

Totalreceipts 100.0 100.0 115.4

Contributions gifts grants 43.6 38.9 87.5

Dividends 26.6 19.9 61.0

Interest 24.0 20.4 82.6

Net gain from sale of assets 6.3 12.6 533.1
Gross rents and royalties 4.3 3.3 64.2

Gross profits from bugjness 1.4 .8 25.0

Other receipts 6.3 5.1 74.9

Total deductions 100.0 100.0 30.1

Contributions gifts grants 71.9 79.2 43.4

Employee wages and benefits 4.6 56 58.9

Taxes 21

Professional services 1.7 2.3 76.1

Compensation of officers 1.6 2.0 63.6

Depreciation artization
depletion .8 .8 28.6

Interest .7 .5 5.6

Otherexpenses 16.1 7.1 42.3

SOURCES Column data are from 14 and column data are from
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Private Foundation Information Returns 1982
By Margaret Riley

Private foundation giving to philanthropic For 1982 it is estimated that there were

organizations rose by $1.6 billion between 1979 28468 active private foundations both
and 1982 The $4.4 billion in contribu grantmaking and nongrantmaking an overall

tions gifts and grants hereafter referred to growth of 1.7 percent over 1979 The growth of

as grants awarded by the 23306 grantmaking foundations in asset classes of $100000 and

private foundations- represents an inf-lation-- -above--- increased at successively higher rates

adjusted real increase of nearly 25 percent with each graduated asset bracket This is not

over grant payouts made in 1979 the last year ______________________________________
for which statistics are available See
Table for data on the various categories of Number of Percent

private foundations These grants helped to Size of Private Change

support charitable programs and research in the Fair Market Foundationsl 1979

areas of health education science the arts Value of Assets 1979 1982 to 1982

community development social services and

other causes deemed to serve the public good Total 27980 28468 1.7

In addition to making small number of Under $1000002 15632 14752 _5.6

grants 3lOS-operating foundations actively

conducted charitable programs and provided $100000 under

direct services as means of carrying out $1000000 8616 9125 5.9

their philanthropic mission Operating

foundations as condition of such status are $1000000 under

required to expend substantially all of their $10000000 3131 3771 20.4

income directly for the active conduct of thei

exempt purposes In contrast nonoperating $10000000 under

foundations carry out exempt charitable $50000000 486 655 34.8

activities in an indirect manner by making

grants to other organizations that carry out $50000000
these activities or more 115 165 43.5

Approximately 3300 or 13 percent of the Estimate should be used with caution because

25363 nonoperating foundations did not make of the small sample size for this asset bracket

any grants for 1982 However the majority Includes former public charities reclassified

were small organizations and about 75 percent as private foundations

of them set aside funds earmarked for future 2lncludes returns with assets zero or unre
charitable projects made program-related ported
investments or incurred qualifying expenses
for charitable purposes which met or exceeded surprising as many organizations that were in

the required minimum distribution for 1982 It lower asset class in 1979 grew into higher
should also be noted that many nonoperating class by 1982 In the asset range of less than

foundations which do not make grants were $100000 there appears to be 5.6percent
formerly classified by the Internal Revenue decrease in the number of foundations How-

Service IRS as public charities If an ever because of the small number of returns

organization fails to meet IRS requirements studied with assets below $100000 this

for retaining its public charity status that apparent decline also could be attributed to

organization is reclassified as private sampling variability See the coefficients of

foundation Most often these reclassified variation explained in the Data Sources and

organizations continue to operate as public Limitations section of this article
charities operating programs or providing
direct services as opposed to making grants to The Ford Foundation clearly maintained its

accomplish charitable purpose position as the frontrunner in terms of the

Foreign Special Projects Section Prepared under the direction of

Marvin Schwartz Acting Chief 289
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size of asset holdings and amount of grants

awarded While Ford remained well ahead of ContrIbutions Percent
all other foundations some foundations had Type of Donor Billions of Total
assets in or near the billion-dollar range

________________ ___________ _______

Excluding the Paul Getty Museum Trust which Total 45.11 100.0%
is classified as an operating foundation and Individuals 34.05 75.5
for 1982 had nearly $2 billion in assets Foundations 4.43 9.8
Figure lists foundations which reported fair Corporations 2.91 6.5
market value of assets above $500 million

Bequests 2.25 5.0
Also provided tn Figure are data on ledger Trusts Estates 1.42 3.1

assets grants paid and the 5-year carryover

of distributions made in excess of the amount NOTE Detail may not add to total due tó
requi red These 11 largest organizations held rounding
19.2 percent of all assets owned by private

foundations and were responsible for 8.6 Government social welfare expenditures
percent of the dollar value of all grants paid measure of public philanthropy compiled by the

Social Security AdministratIon can also

be used as comparative base to show the

magnitude of public versus private support for

philanthropic programs The amount of social

welfare expenditures for Fiscal Year 1982
adjusted to exclude $302.6 billion for social

security Insurance benefit payments was $291.8

billion These public expenditures were about

Exc.u times greater than total private contribu
Rank Name FMV Ledger Grants btstrlbutlons tions and about 66 times greater than the

Meet Au.ts Paid Carryover
contributions of private foundations

Ford Foundation 3529.2 3529.2 103.9 8.0

If administrative and direct operating
Andrew MeSon Foundation 1089.7 7742 593

expenses incurred in the conduct of founda
The MacArthur Foundation 990.3 707.5 22.3 tions charitable purposes are added to the

amount of the contributions they paid out the
FundacaocalouateGulbenkian 847.9 211.2 27.0

resulting total charitable expenditures of all

Kresge Foundation 681.5 519.2 8.9 3.1 foundations for 1982 were $5.2 billion Coin

pared to the Gross National Product GNP for
11 Carnegie Cor99ration of N.y 5113 416.7 13.4

1982 Government social welfare expenditures
minus the social security portion comprised
9.5 percent of GNP while private foundation

charitable expenditures were less than 0.2 per
cent of GNP However the nature of systematic

The four foundations listed which show no foundation funding provides an opportunity for
excess distributions carryover did not dis-

initiating innovative research programs and
tribute the minimum amount required for 1982 test projects which the Government cannot under-
because they first had to apply portion of take because of political legislative or
their 1982 distributions against amounts

budgetary constraints In the wake of recent
remaining undistributed from 1981 Foundations budget cults in many Government-supported
have until the end of their next tax year to programs some foundations are thinking more
distribute the minimum amount required for the about public-private partnerships Although
current year before they are liable for the they do not believe their role should be solely
excise tax levied on undistributed income one of filling Federal philanthropic spending
This 1year grace period provides to founda- gaps these foundations foresee situations
tions the opportunity to plan systematically where the formation of creative public-private
their grantmaking activity to correspond with partnerships to devise new approaches to social
their investment performance needs can produce positive results

To measure private foundation philanthropic

giving the contributions reported by founda- CHARACTERISTICS OF THE PRIVATE FOUNDATION

tions on returns filed with the Internal UNIVERSE

Revenue Service IRS for 1982 were compared to

those reported to IRS by all other private private foundation is nonprofit corpora-
sources Foundations accounted for approx- tion association or trust with narrow source
tmately one dollar out of every ten contributed of funds which operates or supports social
from private donor educational scientific charitable religious
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and other programs dedicated to improving the Company foundations are closely related to

general welfare of society By IRS definition the corporations which sponsor them Many of

private foundation is an organization which their grants support charitable activities and

qualifies for tax exempt status under internal improvement projects in the locality in which

Revenue Code section 501c3 and is not the company is based or are made to tax-exempt

church school hospital medical research organizations to conduct charitable research in

organization an organization with broad public areas related to the companys interests Al-

support public charity an organization which though contributions to companysponsored
is operated by or in connection with any of foundations usually correspond to the profits
the above described organizations or an org- of the corporation i.e more corporate giving
anization which tests for public safety The in good years and less in poor years they have

primary difference between foundations and the ability to maintain and control their

public charities lies in the sources of their endowment in way to provide steady flow of

funding Foundations usually receive their grants even when corporate profits are down
funds from an individual family or cor Alcoa Foundation General Motors Foundation
poration while as their name implies public and Western Electric Fund are three of the
charities funds are derived mainly from largest companysponsorethfoundat-ions --

large- -number- of sources within the general

public Community foundations are established to make

grants for nonprofit programs conducted in

Another distinction of private foundation specific community or region Although
is that it primarily makes grants to other largely publicly supported by the citizens and

nonprofit organizations such as public chari businesses of the community and therefore

ties rather than directly operating its own excluded from IRS private foundation defi
charitable programs An exception is the nition and also from the statistics presented

operating foundation which is described below in this report community foundations account

As noted earlier some organizations which are for respectable portion of grantmaking
classified as private foundations were formerly philanthropic activity in the private sector

public charities whose status as such was For example 234 community foundations for 1982

revoked because they failed to maintain the made grants estimated at $233.8 million an

required minimum of support from public sources amount equal to 5.0 percent of total foundation

While classified as private foundations they giving It should be noted however that

generally continue to operate as public $102.2 million of total community foundation

charities grants can be attributed solely to the San

Francisco Foundation the New York Community

Foundations form diverse community dis- Trust the Cleveland Foundation and the

tinguished by wide range of characteristics Chicago Community Trust

including asset size sources of support size

of managing staff type of control and grant FINANCIAL DATA AND CHARITABLE DISTRIBUTIONS

size type and recipient Foundations can be

classified into two broad categories operating The $47.2 billion in market value assets of

and nonoperating While the great majority of the 820 largest private foundations those with

foundations are nonoperating generally grant- asset holdings of $10 million or more com

making organizations some use their funds to prised 75 percent of all assets held by

actively operate charitable programs rarely foundations for 1982 In contrast 84 percent

making contributions or grants to other of the foundation population holding assets

organizations These are called operating worth less than $1 million accounted for only

foundations percent of the total or $3.7 billion see
Figure Assets of all foundations rose by

Nonoperating foundations include independent 41 percent between 1979 and 1982 Total

and companysponsored foundations independent receipts increased by 52 percent while

foundations can be generalpurpose special deductions rose by 65 percent The resulting

purpose or family foundations The net income less deficit for 1982 was $3.3

general-purpose foundation supports broad billion growth of 33 percent from 1979

range of charitable endeavors while the The graphic depiction of aggregate

special-purpose foundation concentrates on foundation receipts assets fair market

limited fields of interest Family foundations value and grants paid in Figure shows that

are established with gift from single donor constant dollar increases in these financial

and are operated or controlled by members of data were 19 11 and 23 percent respectively
the donors family Some large independent

foundations operate with staffs whose members Sources of Income and Deductions

are unrelated to the foundations donors
All of the domestic foundations listed in Dividend and interest income was the largest

Figure are independent foundations source of.foundation receipts for 1982 While
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$10 million was nearly equally split between

FigureB interest and dividend income and contribu

Numberof Foundations and TheirAssets By Size tions The reliance upon contributions from

of Total Fair Market Value of Assets 1982 outside sources as major form of support is

.Monyamcmsusinwllotisofdoit more common for small organizations As their

Percent9f Total assets increase foundations usually develop
90

23877 larger and more diverse investment portfolios
Size of Assets

freeing them from dependence on large amounts

80 Under $1000000 of contributions Most large foundations have

$1.000000under$1O000000 received single substantial bequest or

70 $10000.000under$50.000000 endowment which serves as their primary base

$5o000.oooormore
from which to produce income and further

increase their assets These endowed founda
$33.9 tions rely on their investments to produce

income and therefore do not need to depend
50

heavily on the receipt of contributions

40 The most significant shift in the composition

of total income shown in Figure between

30 1979 and 1982 occurred in sales of capital

$13.4
assets and in contributions gifts and grants

3771
$12.0 received The increase in sales of capital

assets possibly indicates that foundations are

__________________________ beginning to restructure their investment
$3.7 portfolios newfound freedom made available

165 by 1981 tax law change which eliminated the

requirement for foundations to pay out all of
Numberof FairMarket Value their investment income for charitable

Foundations of Assets
purposes The effect of the law change is

explained more fully in the Composition of

Assets section of this article

Because of 1981 IRS return form change in

the method of reporting dividends and interest

leâiure of Total Receipts Total Assets and ites inddi 1982 lYFcant82be

interest was reported separately either as
BHlions of Dollars amounts received from securities Investments

70 which also included dividends received from

$62.9 stocks or amounts received from savings

60 1982
accounts and temporary cash investments such

1982 in constant
as certificates of deposit money market funds

50
l979doIlars

$496 and Ii Treasury bills that mature in less

$44.6 .. than one year Taken as an aggregate amount
however the proportion of total receipts

40 attributable to dividend and Interest income

for 1982 remained virtually unchanged from 1979
30 The average annual prime rate charged by banks

was 12.7 percent in 1979 rose erratically to

percent in 981 and then steadily de
clined to 14 percent in 1982 During

10 72
the same period corporate profits in current

$9.0_s $28 dollars fell 30 percent to their lowest level

since 1976 Economic conditions leading

up to and including the harsh recession of
Total Fair Market 1982 contributed to the decline in profits and

Receipts VaiueAssets GrantsPaid
likely resulted In dividends on stocks which

were lower than they would have been In

nonrecessionary period Despite the flucta
tions in interest rates and dividends paid on

these items together also ranked as the number investments the amount of foundation dividend

omne Income source for the large foundations and interest income rose by $1.4 billion

contributions dominated as the leading income between 1979 and 1982

source for organizations with assets under

$1 million The primary source of receipts for Compared to the investment income received by

foundations with assets of $1 million to individuals from interest and dividends
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reported separately from total expenses because

FigureD the IRS recognizes as qualifying distri
Malor Sources of Income 1979 and 1982

bution for purposes of meeting the required

minimum payout only the part of an expense
1979 item allocable to charitable purposes as

opposed to the production of income or other

noncharitable purposes Effective with Tax
Interest

Year 1985 Congress placed cap on the amount

of administrative expenses incurred in making
Grants

qualifying distribution The Treasu De
grants which foundation can apply as

Recelved379% 40.3% partment has been mandated to conduct study

of foundation administrative expenses and to

submit findings to Congress upon its completion

--

Dividend
Depreciation and depletion are allowed as

deductions on a-foundations books but may not

be treated as charitable-purpose expenditure

because the entire cost of charitable-use

Capital AssEts asset is treated as qualifying distribution

when the asset is acquired Figure shows

nonoperating foundation expenses as reported on

1982 their books and distributions for their

charitable purposes The portion of non-

operating foundations expenses which was
Dividends and

directly related to activities which con-
Grants .T7..

Interest from titijted their charitable purposes totalled

Received.f 1XSecurities $4.7 billion For ease of cmparison the

asset sizes shown in the figure are described

as small medium and large Across all three

asset sizes contributions gifts and grants

195%

\\

three categories of nonoperating foundation

made up the largest single share of total

expenses reported both on the books and as

charitable disbursement More than 93 percent
of aggregate charitable-purpose expenses were

Sales of 98% Interest from
in the fo of grants paid distant second

Capital Assets \/Savlngs and
to grants was other expenses at 2.4 percent
of total charitable disbursements The re

Temporary
Other Investments

mai ni ng eight categories of itemized expenses
accounted altogether for only 4.2 percent of

thetotal

foundations fared much worse in the rate at
The ratio of direct charitable-purpose

which these items grew from 1979 to 1982 expenditures to expenses reported on the books

Foundation income from these sources increased reveals different charitable distribution

56 percent from $2.4 billion to $3.8 billion patterns for the three foundation sizes Small

at the same time as the increase for mdi- foundations have much lower ratios for the

viduals was 94 percent from $108.9 billion to three categories related to paid staff-officer
L11 TI.........4....4 FI comoensation other salaries and employeeuu ifu iiiOfl

foundations should improve after 1982 because benefits including pension plan contribu

of the law change mentioned above which freed tions Since small foundations usually are

them from the constraint of having to dis- operated by volunteers and fund programs of

tribute all of their interest and dividend smaller size they do not have the personnel

Income each year For an explanation of how expenses of larger foundations for reviewing

the law change affected the structure of grant proposals administrative record-keeping

foundation investment portfolios see the of grant programs and research and ongoing

discussion of the total return philosophy in involvement in new grantinaking program

the Composition of Asset section of this activities

article
Medium size foundations claimed larger

Foundations must report both total expenses percentage of their interest expense as

as recorded on their books of account and the direct charitable expenditure This is

part of those expenses which can be attributed probably due to the fact that in proportion to

to the direct conduct of their charitable their total assets medium foundations hold

mission Charitable-purpose expenditures are approximately two-to-three times more land
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Figure E.--Nonoperating Foundations Expenses Per Books EPB Disbursements for Charitable

Purposes DCP and Ratio of Charitable Disbursements to Expenses Per Books by Size of Total Fair

Market Value of Assets 1982

amounts are in millions of dollars
____________________________

Size of Total

Total Fair Market Value of Assets

_________ _________ _______
Less than $1000000

Expense Item EPB DCP Ratio EPB DCP Ratio

_____________________________________________

Total expenses 5260.77 4670.65 88.8 923.07 875.10 94.8

Contributions gifts grants 4423.31 4364.34 98.7 863.88 854.76 98.9

Compensation of officers 89.80 49.50 55.1 8.22 1.42 17.3

Other salaries and wages 86.37 68.52 79.3 2.86 1.21 42.3

Pension plans employee benefits 25.02 17.44 69.7 1.17 0.23 19.7

Professional services 122.13 35.69 29.2 12.78 3.86 30.2

Interest 15.31 2.66 17.4 1.44 0.19 13.2

Taxes 153.52 6.56 4.3 7.32 0.91 12.4

Depreciation and depletion 29.68 N/A N/A 1.77 N/A N/A

Occupation 16.41 13.47 82.1 0.94 0.80 85.1

Other expenses 299.22 112.47 37.6 22.69 14.90 65.7

Size of Total Fair Market Value of Assets--continued

$1000000
Under_$10000000 $10000000 or more

Expense Item EPB DCP Ratio EPB DCP Ratio

___________________________________________________
10 11 12

Total expenses 1228.61 1174.20 95.6 3109.08 2618.35 84.2

Contributions gifts grants 1080.82 1118.16 103.5 2478.61 2391.42 96.5

Compensation of officers 23.66 11.23 47.5 57.93 36.85 63.6

Other salaries and wages 12.77 10.17 79.7 70.74 57.14 80.8

Pension plans employee benefits 1.34 1.23 91.8 22.51 16.00 71.1

Professional services 33.68 9.55 28.4 75.66 22.28 29.4

Interest 2.13 0.63 29.6 11.73 2.01 17.1

Taxes 31.77 2.14 6.7 114.43 3.51 3.1

Depreciation and depletion 6.73 N/A N/A 21.18 N/A N/A

Occupation 2.55 1.91 74.9 12.93 10.76 83.2

Other expenses 33.18 19.17 57.8 243.36 78.39 32.2

N/A Not pplicable
While foundations are required to use the cash method of accounting to report disbursements for

their charitable purposes they have an option to use either the cash or accrual method in reporting

expenses on their books Using the accrual method for expenses on the books can result in ratio

which exceeds 100 percent
NOTE Detail may not add to total because of rounding

buildings and equipment which are used for the ratio for the small and medium size

charitable purposes than the other foundation foundations The excise tax on investment

sizes income paid by all three foundation asset

categories is not deductible by nonoperating

The proportion of charitable-purpose foundations as charitable-purpose expenditure

expenditures allocated by large organizations

for taxes was small in comparison to founda Composition of Assets

tions in the other two groups Large

foundations hold more than twice as much Total fair market value of foundation assets

depreciable investment property compared to the for 1982 showed an increase from 1979 of 41

other foundations so they pay more in real percent Investments in securities constituted

estate taxes Since real estate taxes on the greatest share of market assets held by

investment property can be reported as total foundations with holdings of cash placing

expense item but are not includable as an second Holdings in long-term investments

exempt purpose expense item the ratio for other than in securities accounted for the next

taxes paid by large foundations is lower than largest portion of assets



Private Foundations 1982 295

For 1982 foundations held total investment portfolios to include securities which produce
in stocks and bonds having fair market value higher rates of return In so doing yields in

of $49.8 billion These investments earned excess of percent could be put back into

dividends and interest totalling $3.0 billion their endowments While the percent yield on

yield of 6.0 percent It has been argued by securities held by larger foundations remains

some that foundations fail to obtain reason comparatively low for 1982 the increase in

able rate of return on their stock and bond sales of capital assets mentioned in the

investments To test this argument TMSources of Income and Deductions section

base for comparison was constructed for 1982 tends to suggest changing trend in foundation

using measures of average yield for composite investment practices
investments 1982 dividend yields on common

stocks of the 500 corporations included in the
_________________________________________________

Standard and Poors composite average and the

1982 yield for the composite U.S Treasury Interest

long-term bond average Had foundations Investments and Dividend

invested in these composite assets in the same in Income From

_proportions as they invested i.n -stocks -and -- -- Market Val-ue Securities- Securities Percent

bonds in 1979 stocks and bonds together were Asset Size Millions Millions Yield

reported as single amount on the 1982 infor
__________ ___________ _______

mation return they would have enjoyed Total 49822.6 2970.2 6.0%

significantly higher return of 8.5 percent
However it was only beginning in 1982 that Under

foundations could restructure their portfolios $100000 176.9 15.7 8.9

to take advantage of the 1981 law change in the

payout rule See the discussion of the law $100000
change below under

$1000000 1975.8 174.1 8.0

An examination of yield data for various fair

market value asset distributions revealed that $1000000
as asset size increased the yield on security under

investments decreased from high of 8.9 per- $10000000... 8080.0 566.8 7.8

cent earned by foundations holding assets worth

less than $100000 to low of 5.3 percent $10000000
earned by those holding assets worth $50 under

million or more This may support the theory $50000000... 10017.1 646.1 6.5

that the investment strategies of larger

foundations traditionally more heavily in- $50000000
vested in securities than smaller foundations or more 29572.8 1567.5 5.3

were significantly affected by pre1982 ____________________________________________
payout rule which required foundations to Includes returns with assets zero or

distribute for charitable purposes the greater unreported
of their current investment income or percent

of their investment assets both amounts

subject to further adjustments Assets in terms of book value rose at nearly

the same rate as market value assets by 39

Because of the decline in the real value of percent from 1979 to 1982 Since 1981 was the

foundation securities caused by high inflation first year for which foundations were required

rates and the requirement to pay out their to report their asset components at market

current investment income if greater than value on the Form 990-PF return comparisons of

percent of investment assets many foundations 1982 data to earlier years must be presented

opted for total return philosophy on stocks using amounts reported on the foundations

and bonds which takes into account not only books Also effective with 1981 the reporting

dividends but also appreciation These of securities on the information return was not

foundations were inclined to hold greater required to be separated into stocks bonds
concentrations of securities which had lower and Government obligations as in previous

income yields but the potential for higher years Comparison is therefore limited to the

appreciation values aggregate amount of securities as reported for

1982 Securities long the most prominent type

Under the new payout rule enacted in late of assets in the portfolios of foundations con
1981 foundations no longer are required to tinued an upward trend increasing by 89 percent

make distributions out of current income in since 1974 For all years presented in

excess of percent of their investment the table below holdings of securities in

assets The new law offers foundations an terms of their proportion to total assets re
opportunity to restructure their investment mained constant at 78 percent
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ties that were 73 percent higher for 1982 than

Percent they were for 1979 However as ratio to

Change total assets liabilities for these years

Type of Income Year 1979 differed by only percent with liabilities

Asset T974 979 982 to 982 for 1979 being percent of assets and for

1$BilTfis1 1982 percent Traditionally the proportion

of liabilities has remained relatively low from

Total .. 25.5 34.7 48.2 39% year-toyear because foundations normally do

not borrow funds but operate principally using

Securities2 19.9 26.9 37.4 39 contributions they receive and income from

Cash total 1.2 2.0 4.6 131 investments Foundation income from invest

Savings and ments which were purchased with borrowed funds

interest- are subject to the unrelated business income

bearing
tax under the debt-financed provisions of the

accounts 0.8 1.4 4.2 190 Internal Revenue Code
Non-i nterest

bearing
Excise Tax on Net Investment Income

accounts 0.4 0.6 -1

Depreciable Approximately 24000 private foundations

assets and incurred excise taxes totalling $111.4 million

land held for on their net investment income for 1982 The

charitable amount of excise tax reported increased by 78

purposes 0.3 0.6 1.1 77 percent between 1979 and 1982

Accounts and

notes The excise tax on net investment income is

receivable 1.0 0.8 0.9 22 type of audit tax levied on foundations under

Other 3.1 4.3 4.1 -5 the Tax Reform Act of 1969 to provide funds for

IRS oversight of foundation activities and

1Assets used were the book value reported enforcement of laws governing their exempt

2lncludes corporate stocks corporate bonds status Since the excise tax is computed as

and Government obligations specified percentage of income earned on

investments after allowance for certain

expenses its burden is borne most heavily by

The large increase in total cash held by foundations with more successful investment

foundations in general is attributable to portfolios E23 As the asset size of

savings and temporary cash investments which foundation grows it relies more on investments

rose by 190 percent between 1979 and 1982 For for the production of income This results in

foundations with assets of $10 million or more larger excise tax payments in proportion to

the increase was 338 percent Even though asset size for the larger foundations
downward trend in interest rates began in

mid-1982 the average annual prime rate was Charitable Distributions

still significantly higher for 1982 than it was

for 1979 14.86 percent compared to 12.67 The following discussion of foundation

percent Still riding on the thrust of charitable distributions excludes operating

interest rates which had reached an all-time foundations Because they disburse their funds

high during 1981 foundations evidently for the active conduct of charitable projects
continued to funnel more income into short-term operating foundations are not subject to the

investments for 1982 distribution requirement All references to

foundations in this section on charitable dis
For foundations with less than $100000 in tributions are for nonoperating foundations

book value assets holdings of cash and

securities switched their positions of impor- Private foundations are required to

tance with cash comprising 41 percent of distribute annually minimum amount for

assets and securities ranking second at 37 charitable purposes This computed minimum

percent The book value of land and depre amount is based on percent of monthly
ciable assets held for charitable purposes as average of their investment assets after

opposed to investment purposes also rose allowances are deducted for indebtedness

significantly between 1979 and 1982 although incurred in acquiring the assets and any cash

their dollar amount remained small in relation reserved for charitable activities The result

to total assets of the computation is called the minimum in
vestment return Foundations are then allowed

There was an increase in all components of additional adjustments to the minimum investment

liabilities from 1979 to 1982 The increases return including deductions for the excise tax

ranged from 42 percent for mortgages and all on net investment income and taxes on any unre
other notes payable to 216 percent for accounts lated business income The adjusted minimum

payable Foundations reported total liabili- investment return called the distributable



Private Foundations 1982 297

amount is the actual amount foundations must on the entire amount of foundations adjusted
distribute for charitable purposes during their net income the real portion plus the inflation
annual accounting period foundation is produced portion the gradual effect would be

subject to two-tier system of penalty taxes an erosion of the real value of its investment

for any portion of the distributable amount assets

which it fails to pay out for charitable causes

by the end of its next accounting period The data presented in Figure show the

effect of the 1981 tax law change on the amount

Amounts which qualify toward meeting the foundations were required to expend for

minimum required distribution include founda charitable purposes for 1982 Under the

tion expenditures for accomplishing its pre-1982 rules foundations would have been

charitable purpose programrelated invest- required to pay out $4 billion $1.6 billion

ments amounts paid to acquire assets directly more than was required for 1982 Private

used or held for use in carrying out its nonoperating foundations for 1982 made qualify-

charitable function and any amounts set aside ing distributions of $4.9 billion over twice

for future payment for specific charitable the amount required to be distributed The

projct These amounts are-call-ed qual-ifying effect of the revised-distribution -calculation --

distributions Foundations may also utilize is further demonstrated by comparison of the

carryovers amounts paid out in excess of the distributable amount for 1979 to that for 1982
amount required from previous years grant- in constant 1979 dollars which shows

making to meet the minimum payout requirement 23percent real decline between the two years
Although nonoperati ng foundations collectively

As discussed earlier the distributable made qualifying distributions for 1982 that

amount prior to 1981 was defined as the greater exceeded the distributable amount required
of adjusted net income current income under both the existing and previous laws
derived from the ownership of property or from organizations with $10 million or more in

income-producing activities whether charitable assets as group distributed $126.8 million

or not less allowable expenses or the minimum less than the amount that would have been

investment return With the enactment of the required if adjusted net income had still been

Economic Recovery Tax Act of 1981 Congress factor in determining the distributable

changed the definition to limit the computation amount This would be expected since the law

of the distributable amount to the minimum in- change limiting the required payout to per
vestment return without regard to the adjusted cent of investment assets was intended to help
net income The change was intended to provide most those foundations which relied more heavily
relief to foundations during period of high on investments as principal source of income
inflation 1981 saw the height of inflation

rates High inflation rates tended to Based on the higher rate by which their

decrease the real value of foundations net adjusted net income exceeded their minimum

income If the distributable amount was based investment return it appears on the surface

Figure F.--Nonoperating Foundations Comparison of Adjusted Net Income ANI with Minimum

Investment Return MIR by Size of Total Fair Market Value of Assets

amounts are in millions of dollars ______________________________________________________
Size of Total Fair Market Value of Assets

$100000 $1000000
Item Total Under under under $10000000

____________ $100000 $1000000 $10000000 or more

____________________________

Number of returns total 25363 12690 8577 3346 750

Number of returns with

ANI greater than MIR 17970 7007 7314 2995 654

Greater of ANI or MIR 4097.1 41.1 256.8 827.5 2971.7
MIR 2458.3 21.4 138.2 466.5 1832.3

Difference 1638.8 19.7 118.6 361.0 1139.5

Difference as percent of MIR .. 66.7 92.1 85.8 77.4 62.2

NOTE Detail may not add to total because of rounding
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that the smaller foundations benefited the most were equal to 10 percent or more While the

from the new provision However small remaIning 15 percent made qualifying distri

organizations historically have made charitable butlons which were less than the required

distributions that well exceeded their annual percentage they may have exercised their

required minimum Unlike small foundations option to combine all or portion of their

most of the money distributed by large founda 5year excess distributions carryover with

tions for charitable purposes comes from their their currentyear qualifying distributions to

investment Income Since the distributable fulfill the required distributable amount for

amount is dependent on the size of investment 1982 As noted earlier no penalty or tax

assets the reduction in the distributable would have been imposed on foundation which

amount Is more significant to large organiza did not pay out the required amount for 1982

tions This concept is discussed more fully in unless it failed to do so by the end of its

the analysis of Figure data which follows 1983 tax year small number of those paying

below out less than percent were allowed to do so

because their IRS return was filed for an

Eighty-five percent of all nonoperating accounting period of less than one year
foundations made qualifying distributions above

the required percent of net investment assets Figure graphically measures through the

after allowed adjustments and more than half use of ratios to total investment assets how

of these foundations paid out amounts which various asset size classes stack up in corn

Figure

Nonoperating Foundations Required DlstrIbutIonS Qualifying Distributions Undistributed

Income and Excess Distributions Made for 1982 By Size of Total Fair Market Value of Assets

100
98.3%

Required Distributions Distributable Amount
95 _____

LI Actual Qualifying Distributions

90 Undistributed Income

86.8% ______
_____

Excess Distributions Made for 1982

85

80

Percent

of 75

Investment

Assets

20

16.5%

15
12.9%

1t 1%

76%

Under $100000 $1000000 $10000000

$1 00.000 under under or more

$1000000 $10000000

Fair Market Value of Assets
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parison of charitable distribution items Legislative Analysis
While the smallest foundations made philan

thropic disbursements which were extremely Following is brief analysis of major tax

large in proportion to their investment assets law changes affecting private foundations from

the aggregate distributions of the other asset 1969 to 1984 For more in-depth account of

classes still exceeded the required amount private foundation legislation see the Appen
dix at the end of this article

It is important to differentiate between

small assets under $100000 and large assets The Tax Reform Act of 1969 was the first

of $10 million or more foundations by each comprehensive piece of legislation affecting

groups principal source of income and how it private foundations Recommendations for in-

affects their qualifying distributions When creased Governmental regulation of foundations

income sources are considered the dramatic from Treasury Department study described in

decreases in qualifying distribution percent- the Appendix to this article and heightened

ages that accompany increases in asset size are public concern over reported controversial

more understandable foundation activities culminated in hearings of

the House Ways and Means Committee in--early --

Sinc the distributable amount is based on 1969 The Committees findings led to the

percentage of investment assets and the passage of the 1969 Act The provisions of the

principal source of income for large founda- 1969 Act covering foundations were enacted to

tions is their return on investments it is not correct and prevent any real and potential

surprising that the amount of their qualifying abuses of their charitable status
distributions is relatively close to the

required distributable amount Small organiza- Enactment of the Economic Recovery Tax Act of

tions generally make qualifying distributions 1981 afforded individuals who could not itemize

which are much higher than those required their deductions the tax benefit of deducting
because the contributions they receive which charitable contributions Congress believed

comprise most of their income are not taken this would stimulate charitable giving and

into account in computing the distributable provide funds to nonprofit organizations
amount In fact as percent of their assets providing services which the Federal Government

contributions received by small organizations might otherwise need to fund This provision
for 1982 equalled 53.4 percent compared to 2.9 terminates after 1986 so that its effective

percent when calculated for large foundations ness in stimulating contributions can be

analyzed The 1981 Act also changed the method

Traditionally small foundations not only of computing the minimum payout requirement in

serve as conduit for all of the contributions an effort to provide relief to foundations from

they receive but they pay out substantially the effects of high inflation

more of their income as well To illustrate

further the effect that the omission of contri Many of the foundation provisions of the Tax

butions from the distributable amount had on Reform Act of 1984 provide tax incentives and

the required and actual payouts of the two remove regulatory restraints in an effort to

asset groups contributions received for 1982 encourage the formation of new foundations

as percentage of their respective distrib Provisions of the tax bill which are expected

utable amounts were 806 percent for small to promote philanthropic giving are increased

foundations compared to 68 percent for large deductibility allowances for individuals gifts

foundations to charities the 1percent reduction in the

2-percent excise tax if 5-year average of the

The 1982 undistributed income the portion of foundations qualifying distributions increases

the required distribution which was not by like amount and change in the minimum

actually paid out as qualifying distribution payout rule that limits the amount of adminis

for 1982 of all asset groups appears to be trative expenses incurred in the making of

fairly stable proportion of their investment grants that may be treated as qualifying distri

assets ranging from 1.1 to 1.5 percent butions The Treasury Department has been

directed to study the effects of the new payout

As would be expected because of their direct requirement which expires on December 31
relationship to qualifying distributions 1990 unless Congress acts to continue it
excess distributions for 1982 amounts paid out

which were in excess of the amount required SW1ARY
were much higher relative to investment

assets for small foundations than for large For 1982 approximately 28500 private

foundations After applying their 1982 foundations spent over $5.2 billion for

qualifying distributions toward any prior-year philanthropic purposes Of this expenditure
undistributed income and the current-year $4.4 billion was in the form of grants made to

distributable amount foundations made excess taxexempt organizations directly operating
distributions for 1982 of $1.6 billion charitable programs
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In 1979 dollars total fair market value of private foundations for which 1982 return had

assets for 1982 increased by 11 percent over not yet been filed or was unobtainable for in-

1979 Despite erratic shifts in the economy clusion in the study Sample weights applied

between 1979 and 1982 foundation interest and to small organizations were revised upward to

dividend income the primary aggregate income compensate for missing returns in the latter

source rose by 56 percent over 1979 category Asset distributions presented in the

1982 tables have been comoressed due to the

.A 1981 tax law change intended to provide small numbers of returns with assets less than

relief to foundations from high inflation $10 million selected for the sample
effectively lowered the amount foundations were

required to distribute for 1982 The new law Because the data presented in this article

seemed to have positive effect on many are estimated based on sample they are sub-

foundations and had no apparent negative impact ject to sampling error as well as nonsampling

on the amount of qualifying distributions made error To use the statistical data properly
for philanthropic purposes the magnitude of the sampling error should be

known Coefficients of variation CVs are

DATA SOURCES AND LIMITATIONS used to measure that magnitude

The table below presents an estimate of the

The statistics in this article are based on sampling error expressed as coefficient of

sample of 1982 Income Year private foundation variation for frequency estimates of private

returns Forms 990-PF filed with the Internal foundation returns with less than $10 million

Revenue Service and having accounting periods in assets Returns reporting assets of $10

ending December 1982 through November 1983 million or more were selected at rate of 100

Forms 990PF filed by nonexempt charitable percent therefore this category is not

trusts and certain taxable foundations were subject to sampling error The approximate

excluded from the study The sample was CVs shown here are intended only as general
stratified based on size of total book ledger indication of the reliability of the data For
value of assets and selected at rates that number other than those shown below the
ranged from 0.7 percent to 100 percent There corresponding CVs can be estimated by inter-
were 1309 returns in the sample drawn from an polation
estimated population of 28468

The 1982 sample was designed to provide the Estimated Number of Returns
most reliable estimates of total assets and

by Size of Total Assets
total income using limited resources budgetary Under
constraints necessitated very small sample $100000 $100000 $1000000 Approximated
size The methodology employed to obtain the or Not Under Under Coefficient
desired results was to include in the sample Reported $1000000 $10000000 of Variation
all returns with assets book value of $10

million or more the category where the highest 567 05
concentration of assets exists The 634

9683 1897 .07
returns in this group accounted for approxi- 14584 4126 928 .10
mately 70 percent of total assets and 50 6482 1810 412 .15

percent of the sample The remaining 675 3683 1010 237 .20
returns in the samplewere randomly selected at 1620 463 103 .30

various rates depending on their asset size _____________________________________________
Due to the small number of sample returns Total assets used were the book value re
selected to represent the population of returns ported The uppermost number in each column is
with assts worth under $100000 99 sample the actual total number of returns in the asset

returns the statistics presented for this class
group are subject to significant sampling

variability and should therefore be used with discussion of the reliability of estimates

caution based on samples and the use of coefficients of

variation for evaluating the precision of

The population from which the sample was sample estimates can be found in the general
drawn consisted of the latest private founda- Appendix to this publication
tion records on the IRS Business Master File
Determinations of active filing status were EXPLANATION OF TERMS

made regarding the sample records Some of the

records drawn were deemed inactive no return
had been filed for at least years ter- Non-technical terminology has been used in

minated or not yet filed for 1982 Inactive this article wherever possible to assist in

and terminated private foundations were not the understanding of the statistical content
reflected in the estimates Prior-year returns However in Tables 16 the technical terms are
were substituted for the small number of large used as they appear on the tax return form
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Therefore to assist users of these data ex- payouts to other private foundations if the

planations of some of these terms are provided recipient foundation agreed to distribute the

with both their technical and nontechnical same amount for charitable purposes by the end

meanings The latter are denoted in paren of the following tax year In addition funds

theses more comprehensive explanation of set aside for major tax-exempt projects were

terms appears in Statistics of Income--1974- also included Qualifying distributions were

1978 Private Foundations see reference creditable against private foundations

obligation to pay out its distributable

Adjusted Net Income Receipts Less Expenses amount

This item represented the gross income Value of Noncharitable Assets Investment

derived from or in connection with property Assets

held by the foundation or from income-producing

activities reduced by allowable deductions It
For purposes of calculating minimum

included investment income net short-term investnint return only the assets that were

capital- gain repayment of quali-fy4ng d-is not useor held for use for exempt purposes

tributions gross profit from business entered into the computation An asset was iiot

activities and certain miscellaneous income used directly in carrying out the foundations

Excluded from income were gross contributions exempt purpose if the asset was not used in the

gifts and grants received contributions carrying on of charitable educational or

from split-interest trusts gross dues and other similar function which gave rise to the

assessments net long-term capital gains and exempt status of the foundation

net short- and long-term capital losses
NOTES AND REFERENCES to Article

Distributable Amount Required Minimum

Distrthution Data cited for 1979 are from Petska
Thomas An Examination of Private

Distributable amount was the foundations Foundations for 1979 Statistics of

minimum investment return less taxes on net Income Bulletin Fall 1982 Volume

investment income and unrelated business Number

income and net of any adjustments The

distributable amount represented the minimum All inflation-adjusted figures cited in

payout which had to be distributed by the end this article have been derived using the

of the year following the year for which the Gross National Product Implicit Price

return was filed in order to avoid payment of Deflator See U.S Department of

an excise tax for failure to currently Commerce Bureau of Economic Analysis

distribute income Survey of Current Business 1974 1979
and 1982

Expenditures for Exempt Purposes Philanthropic

or Charitable Spending Since the returns selected for the 1982

study form panel to be studied in

These deductions represented expenditures for successive years the question of an

activities that were directly related to the actual decline in the foundation birth

tax-exempt purposes of the foundation rate will be investigated as these

Included were necessary and reasonable foundations are tracked from year to year
administrative expenses paid for charitable
scientific educational or other similar Under Internal Revenue Code section

purposes These amounts were determined solely 6104b the Internal Revenue Service can

on the cash receipts and disbursements method disclose to the public the information

of accounting which is required to be reported on

private foundati on information returns
Minimum Investment Return Fixed Percent of

Assets The contribution data presented for

mdi vi duals corporations bequests
This was the aggregate fair market value of trusts and estates were obtained from

assets not used for charitable purposes less income tax returns and are subject to

the sum of indebtedness incurred to acquire certain limitations inherent in the use

those assets and cash held for charitable of administrative records The use of

activities multiplied by percent these data is intended here as general

measure for comparison with foundation

Qualifying Distributions Actual Distributions charitable giving and may not neces
sarily represent contributions actually

These were direct expenditures for chari- paid or received in given tax period
table purposes or for assets used for such Factors which can affect the amount of

purposes They included payouts to public contributions reported on certain tax

charities and operating foundations and returns are limitation on the amount
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which can be deducted allowance of Data were derived from The Foundation

carryover of disallowed contributions Center National Data Book 9th Edition
from previous years and in the case of New York 1985 pp 699-706

fiduciary returns trusts and estates
For readers who are familiar with the

an election to treat contributions made
terminology used on Form 990-PF Return

in one taxable year as being paid in the
of Private Foundation the following

preceding taxable year The charitable
clarification of income statement terms

bequest data were obtained from study
used in this article and related tables

of estate tax returns filed with gross
is provided Total receipts is compara

estate of 300000 or more Had the
ble to total revenue Part line 13

bequests of persons with estates less
column total deductions is compara

than $300000 been included it is esti
ble to total expenses Part line 24

mated that the amount shown would have
column and net income less deficit

been approximately 10 percent higher
is comparable to excess of revenue over

U.S Department of the Treasury Internal expenses Part line 25a column

Revenue Service Statistics of Income U.S Department of Commerce Bureau of

1982 Individual Income Tax Returns pp Economic Analysis Handbook of Cyclical

54 and 61 Indicators 1984 99

Includes companysponsored foundations Ibid 143
which filed Form 990-PF Return of

Private Foundation for 1982 fl9 Individual data for 1979 derived from

U.S Department of the Treasury Internal

U.S Department of the Treasury Internal Revenue Service Statistics of Income--

Revenue Service Statistics of Income- 1979 Individual Income Tax Returns

1982 Corporation Source Book Table 1.3 Data for 1982 were derived

from the same publication 1982 edition
U.S Department of the Treasury Internal Table 1.4
Revenue Service Statistics of Income

The Commission on Foundations and Private
Division unpublished table of estate tax

Philanthropy Foundations Private Giving
returns filed during 1982

and Public Policy The Chicago University

Estep Gary Fiduciary Income Tax Press 1970

Returns 1982 Statistics of Income
Federal Reserve Bulletin March 1985

Bulletin Spring 1985 Volume Number
Table 1.35

pp 49 and 56

Data cited for 1974 are from U.S

U.S Department of Health and Human Department of the Treasury Internal

Services Social Security Administration Revenue Service Statistics of Income--

Social Security Bulletin Annual Statis- 1974-78 Private Foundations
tical Supplement 1983 60 Social

welfare expenditures include direct Hopkins Bruce The Law of Tax-Exempt

Government disbursements to the aged Organizations Third Edition John Wiley

disabled unemployed and poor plus and Sons Inc 1979 pp 475-476
Government expenditures for schools

hospitals and other similar facilities U.S Congress Joint Committee on Taxa

tion General Explanation of the Economic

See Joseph James Private Philan- Recovery Tax Act of 1981 Public Law

thropy and the Making of Public Policy 97-34 U.S Government Printing Office

Washington D.C The Council on December 31 1981 pp 366-367

Foundations 1985 pp 2436 Presi
For detailed discussions of the effect on

dents platform presented at the 36th
foundations of the pre-1981 requirementannual Conference of the Council on
to distribute their actual income if it

Foundations held on April 24-26 1985
was higher than their minimum investment

return see Steuerle Eugene Pay-out
Nason John Trustees and the Future

Requirements for Foundations in Re-
of Foundations New York Council on

search Papers Sponsored by The CommissTi
Foundations 1979

on Private Philanathropy and Public

Sugarman Norman Community Founda- Needs Volume III Special Behaviorial

tions Research Papers Sponsored by the Studies Foundations and Corporations
Commission on Private Philanthropy and U.S Department of the Treasury pp 1663-

Public Needs Volume III Special Be 78 and Williamson Peter Inflation

havioral Studies Foundations and and the Foundation Payout Rate Founda

Corporations U.S Department of the tion News March-April 1981 Volume

Treasury 1977 pp 1692-1693 Number pp 18-24
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APPENDIX HIGHLIGHTS IN FOUNDATION LEGISLATIVE HISTORY

Since this study is the first in an annual taming their findings and recoin-

Statistics of Income SOI series designed to mendations but no legislative action

track and report on private foundation trends was taken
and changes in reporting patterns it seems

House Select Committee to Investi
appropriate to provide as background informa-

gate and Study Educational and
tion for future SOI reports on foundation data

Philanthropic Foundations and
historical review of major private foundation

Other Comparable Organizations
legislation

Which are Exempt from Federal

Taxation Chaired by Rep Eugene
Foundations which as we know them today had

Cox Established in 1952
their beginnings around the late 1800s
have had their share of proponents and opponents

House Special Committee to Invest-
alike throughout their existence Some

igate Tax-Exempt Foundations and
question- -their- qualificationfor tax-exempt

Comparable Organizations chaired
status because of their narrow base of support

by Rep Carroll Reece Estab
and the advantageous tax treatment given to

lished in 1953
their usually wealthy donors Others see

foundations as playing key role in meeting
House Select Committee on Small

public needs by funding continuing nonprofit
Business Chaired by Rep Wright

projects or by supporting innovative or risky Patman Established in 1962
undertakings which could not be funded by more last installment of eight reports
conventional sources Throughout foundation

issued in 1972
history Congress has recognized the need for

acc ountaGovernment regulation and public 1965 U.S Treasury Department Report on
bility yet has maintained that foundation Private Foundations issued Treas
philanthropic activities are deserving of tax

ury concluded that while private
exemption The following historical account foundations play an important role

summarizes major legislative events affecting in our society and generally operate
private foundations free of abuse serious problems did

exist among small number of them
1917 Individuals allowed deductions for

The study resulted in extensive
charitable contributions recommendations for dealing with

six categories of major abuses No
1934 Law passed prohibiting taxexempt immediate legislation was passed

charitable organizations from lob
bying 1969 Passage of Tax Reform Act of 1969

The 1969 Act for the first time
1935 Corporations allowed deductions for

defined private foundations in the
charitable contributions

Internal Revenue Code subjected

foundations to an excise tax on

1943 Passage of the Revenue Act of 1943
investment income to cover the

Required certain tax-exempt organi- cost of IRS oversight and imposed
zations including foundations to two-tier system of penalty taxes
file annual information returns

on foundations that engage in

prohibited acts Provisions
1947-48 Hearings held by the House Ways and

dealing with penalty taxes on
Means and the Senate Interstate and

pronibited acts included the
Foreign Commerce Committees on following
foundation activities No legisla
tive outcome taxes on self-dealing trans

actions between foundation and

1950 Passage of the Reveni1 Act of 1950 disqualified person E.g
Imposed regulations on foundations lending money sale exchange or

regarding unrelated business income leasing of property transfer of

excessive accumulation of income foundation income or assets to

prohibited activities and public disqualified persons
disclosure of annual information

returns taxes on undistributed Income the
amount required to be distributed

1952-62 Several Congressional committees in given tax year for chari

established to investigate alleged table purposes which the founda

abusive foundation activities The tion fails to pay out by the end

committees each issued reports con- of the following tax year
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taxes on excess business holdings 1981 Passage of the Economic Recovery

amount by which stockholdings or Tax Act of 1981 Allowed indivi

other interest in business duals who could not itemize their

enterprise exceeds the amount of deductions to deduct part of their

permitted holdings charitable contributions anyway
provided favorable tax treatment

taxes on investments which jeop- for corporate charitable donations

ardize the carrying out of of scientific equipment and re
foundation exempt purpose the stricted the minimum payout compu
lack of ordinary care and pru- tation base to investment assets
dence in making investment without regard to the amount of the

decisions foundations income for the year

taxes on taxable expenditures 1983 Hearings held by House Subcommittee

includes engaging in nonexempt on Oversight of the Ways and Means

political or legislative ac- Committee on the impact of the Tax

tivities and disbursements of Reform Act of 1969 on private

funds to other organizations or foundations

individuals without sufficient

oversight to ensure the funds are 1984 Passage of the Tax Reform Act of

used exclusively for exempt pur- 1984 Its major private foundation

poses provisions include the following

1973-74 Hearings on variety of private Limitation on the amount of grant

foundation issues held by the administrative expenses which can

following Congressional committees be applied toward meeting the

but no legslation enacted minimum payout requirement The

Act also directed the Treasury

Subcommittee on Domestic Finance Department to conduct study of

of the House Committee on Banking foundation administrative ex
and Currency on compliance of penses This provision ter

private foundations with pro-
minates on December 31 1990

visions of the Tax Reform Act of

1969 Waiver of the 2-percent excise

tax for new classification
House Ways and Means Committee called exempt operating founda
on tax treatment of private tions and reduction in the tax

foundations to percent for nonoperating

foundations if 5-year average
Subcommittee on Foundations of of their qualifying distributions

the Senate Finance Committee increases by like amount
1973 hearings on the role of

foundations in society and the Extension of the divestiture

impact of the provisions of the period for excess business hold-

Tax Reform Act of 1969 1974 ings under certain circumstances
hearings to determine the influ

ence of private foundations on Authority granted to IRS to abate

public broadcasting additional the first-tier penalty tax on

1974 hearings on the impact of prohibited foundation activities

the economy on private founda- except self-dealing when rea
tions and their grant recipients sonable cause for the violation

can be proven
1976 Legislation enacted to change the

required minimum payout to charity Definition of family members of

from percent to percent of substantial contributor modified

market value investment assets for to treat as disqualified per
accounting periods beginning in son only those descendents

1976 through the great grandchildren
level Substantial contributor

1978 Legislation enacted to change the status is terminated if no con
excise tax on net investment income nection with the foundation can

from percent to percent for be demonstrated for 10-year

domestic foundations period

1980 Legislation enacted to simplify IRS Directive issued to the Treasury

reporting requirements placed on Department to review the expendi

private foundations ture responsibility regulations
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requiring oversight of certain can now be deducted at fair market

organizations to which grants are value subject to limitation of

made to determine if they are not more than 10 percent of all

overly burdensome to extend to the stock of given conany
years the advance ruling period

during which new organization REFERENCES to Appendix
is treated as public charity
and to permit donor foundations

greater reliance an IRS rulings Philanthropy Goes to Congress Founda
for making grants to such new tion News MayJune 1983 pp 12-21

organizations

Feller Nancy 1984 Tax Reform Act
Increase in the deductible portion Non-Profit Organizations Current Issues

of an individuals gift to pri and Developments Practicing Law Insti
vate foundation from 20 percent tute Course Handbook Series Number 217

-- to-3O-percentof adjusted gross December1984
--

income except for donations of

appreciated property which re The Foundation Center The Foundation

main deductible up to 20 percent Directory 8th Edition New York 1981
Appreciated publicly-traded stock xiv
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Table Number of Foundations Total Receipts and Total Deductions Net Investment Income and Tax Total Assets Net

Worth and Distributions by Type of Foundation and Size of Total Fair Market Value of Assets

amounts are in thousands of dollarsi

tel 56 ded
0nbuseents to Oualfying COnlri56 Net income

Sze of totat

Number
eoemnpt purposes 9ifts and wants paul tess deficit

tao market value of asSets
returns Number of

Amount
Number of

Amount
Numnberof

Anowit
Number of NwnberOf

10 Ii

All foundations total 28468 27603 912652 2764f 5834321 26411 515699 23306 4429979 2710 3292200

Zero negative or unrepored 151 136 690 151 6.721 107 628 88 5621 107 186

$1 under $100000 1323 1260 264.94 1250 45814 tl.861 444.94 9.651 40602 12.50 193198
$100000 under $1000000 9.125 9.040 662.39 9.04 52432 8914 483.78 857 45547 895 138065
$1000000 under $10000000 3.771 3.771 209718 3.771 1.515.561 3.741 143140 3419 1142.65 3.761 581621

$10000000 under $25090000 493 49 101061 49 746510 49 66404 46 58554 491 264108
$25000000 under $50000000 16 161 767.421 161 47353 151 406261 15 33959 161 293886
$50000000 under $l00000000 1165.244 52793 84 47478 41326 637306

$l00000000 or more 3151824 158159 81 1245491 108178 1.570.226

Nonoperating foundations total 25363 24540 8077449 2458 526076 23599 4670641 2204 436434 2419 2816681

Zero negative or unreported 1515 136 690 1.515 6721 1073 628 88 5.621 1073 186

$1 under $100000 1117 10543 235.993 1043 425797 995 41488 8923 .401.73 1058 189805
$100000 under $1000000 857 853 63115 853 49055 8493 45693 819 44740 8451 140596

$1000000 under $10000000 334 334 1695040 3.34 1.22861 333 117419 3.30 1.11815 3.33 466428

$10900000 under $25000000 459 45 915.955 458 693.288 45 619961 449 57268 45 222.668

$25000000 under $50000000 143 14 677.744 142 423.874 140 36280 139 337.30 14 253.870

$50000000 under $100000000 1.05562 487.17 446331 74 41060 568450

$100000000 or more 73 73 2.859034 73 1504744 73 118925 73 1070.82 73 1354290

Operating foundations total 310 3063 104908 306 573561 2811 48634 1262 65639 2916 475519

Zero negative or unreported

$1 under $100000 2062 206 2895 206 32.341 191 30.053 73 428 1.91 3393
$100000 under $1000000 54 505 31.23 501 33.76 421 26.84 37 8069 50 2531
$1000000 under $10000000 425 42 402141 421 28694 401 257.20 114 24501 42 115.193

$10000000 under $25000000 34 34 9466 34 53221 4408 13 12869 41440

$25000000 under $50000000 19 19 89677 19 49660 19 43453 11 2291 19 40017

$50000000 under $l00000.000 10 109.619 10 40761 10 28.45 2.661 68857

$100000000 or more 292.791 76854 5624 1096 215937

Grantmaking foundations totai 23306 23159 8441654 23306 5398386 23301 482558 23306 4429979 2306 3043267

Zero negative or unreported 884 884 5.064 884 5.901 884 5.90 884 5621 73 837
SI under $100000 9.659 9.512 220.764 9659 413.997 9.651 40973 9.65 40602 9.659 193233

$100000 under $1000000 8.577 8577 63256 8.577 511.847 857 47961 8.57 455.47 8.493 120712

$1000000 under $10000000 3419 341 1764.53 3419 1.269.654 3411 1.21577 3.41 1.14265 340 494882

$10000000 under $25000000 46 46 937335 461 698.857 46 63149 46 585549 461 238478

$25000000 under $50000000 150 150 702.73 15 443303 15 385641 15 339597 15 259.429

$50000000 under $l00000000 78 78 1.116.349 78 499791 78 46103 41326 616551

$l00000000 or more 77 77 306231 77 1555030 123638 1081.78 1507284

Grantmaklng-nonoperating
foundations total 22044 2189 7982283 22044 5197952 2204 464011 22044 4364340 2180 2784329

Zero negative or unreported 884 884 5064 884 5901 884 590 884 5621 737 837
$1 under $100000 8.923 8.775 216.694 8.923 409.15 8.923 405.41 8923 401.734 8923 192463
$100000 under $1000000 819 8.198 60720 6t91 485271 819 45491 819 447407 8114 121922

$1000000 under $10000000 3.30 3.305 168637 3301 1220801 330 116810 330 111815 329 465565

$10000000 under $25000000 449 44 894.052 449 672619 44 608343 449 572680 44 221 .433

$25000000 under $50000000 139 139 670.383 139 416.49 13 36184 139 33730 13 253.889

$50000000 under $l00000000 74 74 1043484 74 48295 74 446.331 41060 74 560531

$100000000 or more 73 73 2859034 73 1504744 1.18925 73 107082 1354290

Nongrantmaklng-nonoperatlng

foundations total 3318 2643 9516i 2538 628W 155 30541 239 32352

Zero negative or unreported 631 48 184 631 821 181 38 33 1022
$1 under $100000 225 1768 19.29 1511 16641 1031 947 166 2658

$100000 under $1000000 37 33 23951 331 52T 29 201 33 18674

$1 .000000 under $10000000 41 41 867 41 780 31 609 41 863

$10000000 under $25000000 21.903 20661 1161 1234

$25000000 under $50000000 7.361 7380 961 19
$50000000 under $100000000 12.141 4221 7919

$100000000 or more

Footnotes at end of table
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Table Number of Foundations Total Receipts and Total Deductions Net Investment Income and Tax Total Assets Net

Worth and Distributions by Type of FoundatIon and Size of Total Fair Market Value of Assets Continued

IMoney amounts are in thousands of dolarsj _____________ ______________ _____________

Net Income
Pde

Net cattital gem Eose tao on net Investment ecome

tat neketnafueof assets
NU.I8er of Number of Number of Tots

Oomestc orgeozabono Fore.gn orgarazabons

Amount
retorns

Ameant
rOtwnS

Amount
amount Number of

Amount
Nwnberot

Amount

12 14 15 16 17 18 IS 20 21 22
All foundations total 1604 427483 2344 5590.70 551 175466 111444 2338 110651 789

Zero negative or unreported lC 18 43 18

$1 under $100000 637 41.7 95 44.231 73 188 88 99W

$100000 under $1000000 604 24620 87 30828 2211 65.74 6.18 8.7 6.141 45

$1000000 under $10000000 254 775.7 3.6 1095371 2021 244531 2190 3.6 2190

$10000000 under $25000000 34 3736 65751 32 17137 1318 48 1314 40

$25000000 under $50000000 12 36637 54454 10 14199 1087 15 1078 89

$50000000 under $100000000 6748 57857 202581 1162 1151 112

$100000000 or more 17951 236174 92654 4676 4626 502

Nonoperating foundations total 1471 37736 214 509032 482 156104 10213 2144 10134 789

Zero negative Or unreported 16 18 43 18

$1 under $100000 55 379 8.9 3939 44 89 78

$100000 under $1000000 57 24292 832 29657 2.09 6327 595 8.2 590 45

$1000000 under $10000000 22 65527 331 100273 180 21785 2005 331 2005
$10000000 under $25000000 33191 45 61980 30 16307 1241 1237 40

$25000000 under $50000000 3225 14 47987 91 112371 95 13 949 89

$50000000 under $100000000 _6 6055 .52611 -- 17571 -1057 -7 --1046 112

$100000000ormöie 157648 212539 828 4275- 4225 502

Operating foundations total 13 50118 194 500371 68 19361 930 194 930

Zero negative or unreported

SI under $100000 73 380 1031 483 29 178 103
$100000 under $1000000 3.2$ 45 11711 12 2.4 46 234

$1000000 under $10000000 21 12052 39 9263 21 2667 1853 1853
$10000000 under $25000000 4172 3771 21 829 77 771

$25000000 under $50000000 4383 6467 11 2962 131 1.29

$50000000 under $100000000 69361 52451 2683 104 104
$100000000 or more 21864 23635 9794 405 46

Grantmaklng foundatIons total 1330 40074t 2105 5357391 508 166573 10745 21001 10673 41 720

Zero negative or unreported 14 14 it 14
$1 under $100000 4.60 3537 831 41071 73 188 81 83 81

$100000 under $1000000 570 22720 84 295335 199 6399 59 836 588 45
$1000000 under $10000000 229 68491 339 101906 22609 2038 33 20.38

510.000005 ondco 000000... 31 34316 6327iti 30 16303 1268 41 1266 21

$25000000 under $50000000 11 33090 14 50268 1186 l00 995 79

$50.000.000 under $100000000 653.631 55527 19405 1114 1106 72

$100000000 or more 173219 231118 89805 4647 4597 502

Grantmaklng-nonoperatlng

foundations total 1272 373330 1994t 506464 465 155740 101594 19894 10087 720

Zero negative or unreported 14 14 14
Si under $100000 431 3425 774 3741 44 74 77k 74

$100000 under $1000000 549 22406 8031 28601 191 61541 5741 798 56 45
$1000000 under 510000000 224 65335 329 999.68 180 21786 1999 329 1999

$10000000 under $25000000 31 32601 44 61328 29 16117 1227 44 1225 21

$25000000 under $50000000 10 32155 13 477711 91 112371 953 13 945 79

$50000000 under $100000000 61 59761 52511 175.75 1053 104 72

$100000000 or more 157648 212539 82860 42.75 4225 502

Nongrantmaking-nonoperatlng

foundations total 198 40341 154 256T 17 3$3 54 154 47 69
Zero negative or unreported 33 102 41
$1 under $100000 132 3671 1171 197 117
$100000 under $1000000 29 18911 29 1057 16 173 211 29 211

$1000000 under $10000000 21 1911 21 3041 61 21 61
$10000000 under $25000000 590 651 190 14 121 19

$25000000 under $50000000 99 218 10

$50000000 under $100000000 791 105 40

$100000000 or more

Footnotes at end of table
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Table Number of Foundations Total Receipts and Total Deductions Net Investment Income and Tax Total Assets Net

Worth and Distributions by Type of Foundation and Size of Total Fair Market Value of Assets Continued

Money amounts are in thousands of dollars
____________________ ____________________

nvernants Investments
TOtaJ assets

Net wtsth

SiZe of .sI
ue

V8Jse
lea raket

lair naket vaue
___________ ____________

faa maket vaiue of assets

Nuerberof
Aount

Nunbero
MIOIIflI

Number of Nanbere
Aull

Number Of

23 24 25 26 27 28 29 30 31 32

All foundations total 27584 4822704 1681 37418071 2695 62886601 1702 4982262 27584 45633124

Zero negative or unreported 631 610 3.814 631 6.087

$1 under $100000 13.23 408901 5.53 15579 1323 41669 593 176924 1323 184547
$100000 under $1000000 912 298100 710 1770.32 912 3.26291 696 197578 9.121 2920886
$1000000 under $10000000 3.771 1009608 334 6579.41 3.771 11.981.97 334 8080.02 3.771 9.658.355

$10000000 under $25000.000 49 5.967814 47 4466.90 49 7.543.921 461 5571.44 49 5.749.762

$25000000 under $50000000 16 475123 154 353417 16 581685 15 4.44565 16 4527953

$50000000 under $100000000....... 463992 3652.311 81 603540 81 465752 81 4258569

$100000000 or more............... 81 19.37597 1725533 2782884 24915.26 18326964

Nonoperating foundations total 24471 4254277 15461 3384695 2384 56217321 1567 4586795 2447f 40493974

Zero negative or unreported................. 631 610 381 631 6.087

$1 under $100000....... 11175 33698 494 133421 1117 34457 5345 153985 1117 129092

$100000 under $l000000................... 8.57 280674 672 1.711.11 85T 3.07176 658 1.91112 8577 2.755.104

$1000000 under $l0000000............. 334 8.82151 302 598004 3341 1052706 3.02 7361064 3341 8.672.335

$10000000 under $25000000 ........... 45 551722 441 4246.38 45 701875 43 531335 459 5.306.778

$25000000 under $50000000 .......... 14 421527 13 315749 143 513803l 13 3961093 143 4018709

$50000000 under $100000000. 410195 3311863 533788 4228604 71 3.796866

$100000000 or more................. 1673697 73 1530281 73 2477923 73 22938.72 73 15809002

Operating foundations total 310 568426 135 3571121 310 666920 135 3954671 3105 5139150

Zero negative or unrepocted...............

$1 under $100000........................ 2.062 7192 58 22373 206 72121 58 22940 206 55455

$100000 under $1.000000.................. 54 17426 37 5920 54 191152 37 64667 54 165782

$1000000 under $10000000.................. 42 127456 32 599377 42 1454904 32 718.95 42 986020

$10000000 under $25000000 ........... 45058 22052 52516 258081 34 442983

$25000000 under $50000000 ......... 19 535961 37667 67881 48456 19 509245

$50000000 under $100000000........ 10 537974 34044 697521 428923 10 461703

$100000000 or more............... 263899 1952521 304950 197654 2517963

Grantmaking foundations total 2286 4546272 1567f 361 1413 2242 5942935 15825 4824883 22864 43283312

Zero negative or unreported.... 44 57 44 557

$1 under $100000...................... 9.659 343.92 5.051 140.369 965 355844 5345 164575 9659 135903

$100000 under $1000000.............. 857 281877 6801 168764 857 307394 6.672 1884883 8577 2768229

$1000000 under $10000.000................. 3.41 905455 307 6.06285 341 10754371 3077 7449804 341 8779.479

$10000000 under $25000000 ............... 46 554611 44 4.274581 46 705815 43 5337881 46 5.410414

$25000000 under $50000000 ................ IS 441165 14 336855 15 538568 14 4208731 150 4230565

$50000000 under $100000000.... 429033 3507331 5.57885 4468421 78 3.979.898

$100000000 or rnore.......... 1899678 77 1707279 27.22249 77 24734534 77 17978268

Grantmaking-nonoperating

foundations total 2160 41946501 14704 33642881 2116 5553591 1484 45618001 2160 40024466

Zero negative or unreported................... 44 57 442 557

$1 under $100000................................. 892 30552 4461 117.99 892 31687 475 141631 8.923 97663

$100000 under $1000000...................-. 819 268832 6.51 1646541 8.19 293375 6.37 1.842.52 8.19 2.645.982

$1000000 under $10000000.............. 330 872857 301 597534 330 1040712 3014 735744 330 8587101

$10000000 under $25000000 ........ 44 5.35501 433 4175.34 44 6844371 42 5229121 44 5223688

$25000000 under $50000000 ......... 13 410292 134 3131213 13 499004 134 389918 139 3.936992

$50000000 under $100000000........... 402855 73 3292.62 74 526449 71 4209351 74 3723481

$100000.000 or more............... 1673697 15302811 24.77923 73 22.938.721 73 15809002

Nongrantmakinu-nonoperating

foundations total 287 59627 751 204071 268 681411 82 24994r 287 469508

Zero negative or unreported......--- 18 5.53 3814 18 5530
$1 under $100000..........-..-.. 225 3145 48 1542 2.25 27.69 58 12341 2.252 31429

$100000 under $1000000................. 37 11841 211 5457 37 13800 21 6859 379 109123

$1 000000 under $10000000................. 41 9291 3694 41 11994 10 3621 85234

$10000000 under $25000000 ........... 16220 71034 74381 84238 83090

$25000000 under $50000000 ................ 11232 26.28 14798 51904 81717

$50000000 under $100000000.............. 7339 1923 7338 1923 73385

$100000.000 or more.......................

Footnotes end of table
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Table Number of Foundations Total Receipts and Total Deductions Net Investment Income and Tax Total Assets Net

Worth and Distributions by Type of Foundation and Size of Total Fair Market Value of Assets Continued

IMoney amounts are in thousands of dollarsj

____________________ ____________________ ____________________ ____________________ _____________________

Undeb4uted Encore divth

Size ci total e1__________ amount disSibutions amo.ne 1w 1Q82 unnyoser to 1883

tee market satije ci assets Nmloevot
Aorafl

NwtderOf
Amount momt Mcont N5of

33 34 35 36 37 38 39 40 41 42

All foundations total 2478 265849 23271 239758 2642 552976 652 6635O 15581 4857.481

Zero negative or unreported 48 791 78 107 649 631 6399

$1 under $100000 1102 2277 10291 2409 11.86 44915 2651 4.72 671 1463538

$100000 under $1000000 887 143.611 9.451 134791 8.91 48290 218 2931 600 852021

$1000000 under $10000000 360 502053 331 46036 3761 148187 135 13537 185 1273912

$10000000 under $25000000 47 312.213 291771 48 697061 15 861 22 494538

$25000000 under $50000000 15 242.571 21269 15 429.721 598 211911

$50000000 under $100000000 24557 22204 508211 714 245530

$100000000 or more 118890 105104 147432 276.6 31 309632

Nonoperating foundations total 2299 2458281 2327 239758 2355 487248 6521 66350 15S8 4857481

Zero negative or unreported 484 79 44 78 107 6.491 631 6399
SI under $100000 999 2058 1029 2409 995 41527 2651 4.72 671 1463538
$100000 under $1000000 8451 13817 84 134791 8451 45569 218 2931 600 852021

$1000000 under $10000000 332 46646 33 46036 333 1204751 135 13537 185 1273912

$10000000 under $25000000 45 29906 291771 45 63395 15 8611 22 494538

$25000000 under $50000000 13 21986 212.69 14 364201 598 211911

$50000000 under $100000000 225881 74 .222.04 _45796 714 ...245530

$100000000 or more 73 108745 105104 133412 2766 31 309632

Operating foundations total 179 200201 Nil N/I 287 65728 N/I N/I N/I N/A

Zero negative or unreported N/i NI N/I N/i NI N/A

$1 under $100000 1031 218 N/i N/ 191 3369 N/I N/i N/i N/A

$100000 undo $1000000 421 5431 N/i NI 46 2721 N/i 14/i N/i N/A

$1000000 under $10000000 281 3558 N/i NI 42 27705 N/l N/i N/i N/A

$10000000 under $25000000 13144 N/i NI 63.11 NIl N/i N/i N/A

$25000000 under $50000000 2270 N/i 14/ 6552 N/I N/i N/i N/A

$50000000 under $100000000 1969 N/i N/ 5024 N/I N/i N/i N/A

$100000000 or more 101451 N/i NI 14019 N/i N/ N/i N/A

Grantmaking foundations total 2223 257572 2134 238272 2326 511373 5754 65846 1491 4800748

Zero negative or unreported 44 44 88 5.9 58 5340
SI under $100000 921 2103 877 2293 965 41012 21 430 62 1458272

$100000 under $1000000 8451 13721 811 12922 853 47736 20 259 58 845841

$1000000 under $10000000 336 46933 32 457 341 125117 1.1 1352 18 1269177

S1UuIeJuUu uroer an0uoutro vu 44 cc au asS 000 30150

$25000000 under $50000000 14 231.3 13 2107 15 38942 592 211911

$50000000 under $100000000 23712 22204 47672 714 245530

$100000000 or more 117781 1051 1.454571 2766 309632

Grantmaking-nonoperating
foundations total 2135 244383 2134 238272 22001 483031 57 6584 1491 4800748

Zero negative or unreported 44 44 88 59 58 5340
Si under $100000 877 1940 877 2293 8923 4058 206 43 62 1458272

$100000 under $1000000 811 13327 8114 12922 815 45251 20 259 58 845841

$1000000 under $10000000 329 463.09 32 45705 330 1198.6 1.1 1352 18 1269177

$10000000 under $25000000 44 296837 28966 4-4 6126 8561 21 455046

$25000000 under $50000000 12 21785 13 21072 13 36279 592 211.911

$50000000 under $100000000 22588 22204 45796 714 245.530

$100000000 or more 1087.4 105104 133412 2766 31 309632

Nongrantmakinq-nonoperatlng
foundations total 163 1444 1931 1486 1554 42171 771 5031 66 56733

Zero negative or unreported 75 74 18 58 1059
$1 under $100000 1221 118 151 115 1.031 9471 58 421 484 5266
$100000 under $1000000 33 489 33 556 29 3.171 lb 338 12 6180
$1000000 under $10000000 31 337 331 31 617 11 13 4735
$10000000 under $25000000 223 2111 21341 54 39493

$25000000 under $50000000 200 196 1411 55

$50000000 under $100000000

$100000000 or more

N/A Not applicable

Estimate should be used with caution because of the small macbe of sample reterns on winch it is based

Less than $500

N0TE Detati may not add to total because of rounding
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Table All Foundations Balance Sheets and Income Statements by Size of Total Book Value of Assets

amounts are in thousands of dollarsi
__________

________ ________
Size 01 total book value of assets ________

Item Total Assets
1.101w

S10O $1000000 810.000000 825.000.000 850.000000
$100000000

$100000

____________________________________________________ ____________
unrepov81d

____________
81.000.000 $10000000 $25000000 850.000.000 8100.000.000

Number of returns 2848 684 1370 968 356 371 131 53

Total assets Book value 4822704 39166 33247 1115365 584843 476133 515443 17592715
Cash total 4643.21 16145 91667 1543jC 642341 424.15 40059 654083

Non-interest boating accounts 49046 44.54 16837 163021 4425 2025 2348 26535
Savings and temporaly cash investments 415275 11691 64950 138068 598.00 403901 37711 627548

Accounts receivable net 247814 1103 391 4590 4389 14821 3418 94050

Pledges receivable net 1485 3.12 1.72 10.001

Grants receivable 43003 315 3518 187 21 2763
Receivables due front disqualified persons 6060 773 137 1289 2360 15006
Other notes and loans receivable not 560221 3.911 4611 26874 11698 39931 6372 20812
lnventones 3390 6.75 10.61 12.33 285 27 1076

Prepaid expenses and deferred charges 2328 66 304 1393 247 62 2.532

Investments total 4029073 176114 2.34445 644205 464017 400088 435788 16329176
Securities 37.418.071 14295 196364 756422 4271.49 3513.521 412357 15838658
Land buildings and equipment Less accumulated

depreciation 73344 382 8345 183031 130591 14547 3168 155361

Mortgage loans 39249 900 1713 100333 56.87 38.82 35.28 135.027

Other investments 1.74673 2032 28020 594464 18121 303.06 167331 200131

Charitable-purpose lana buildings and equipment Less

accumulated depreciation 112532 2161 6362 478621 185961 13343 10661 135460
Other assets 118406 980 3474 311151 157.33 142751 19052 337757

Total liabilities 259391 22437 6915 44937 24380 28882 30597 1012412
Accounts payable and accrued expenses 423.91 12.191 13.46 47871 19481 10164 2830 200952
Grants payable 126431 19605 11221 8397 73343 78.22 164644 656852

Support and revenue held for future periods 7322 380 38.901 1158 1142 750
Loans from officers directors trustees etc 647 .110 2.041 2161 116

Mortgages and other notes payable 418791 1.131 15581 160381 55.811 8062 7666 28.587

Other liabilities 407.191 1499 2396 116201 81421 16901 2768 126020

Net worth 4563312 167291 325564 10704281 5604631 .4472511 484845 16580304

Total receipts 912652 1013 267211 87396 207640t 106836 92556 115708 2756916
Conlributions gills and grants received 267935 935 220893 45634 648551 342821 236.74 56505 207995

Membership dues and assessments 24.48 58 49 4.32 13583 5893 13

Interest on savings and lemporary cash inveslmerlts 799.713 21 27.09 85901 250.781 117111 103443 73.261 142.085

Dividends and inlerest from securities 297020 1516 19147 855.291 38267 34731 29418 1084051
Gross rents 181971 77 3113 6023 27.311 2941 1199 21101

Nel gain or loss from sale of assets 1783.651 95 56.51 301431 145.10 132.06 178821 968.751

Gross profit from business activities 113.22 10.71 79.411 1666 120 25 4.975

Other income 573924 182 3754 67.101 3076 75.21 33.51 327.957

Total deductions 583432 1411 459721 71745 148961r 76921 63443 41588 1346594
Contributions gifts and grants paid 4.477761 1111 417074 58441 110178 59893 48871 304541 981129
Compensation of officers 10536 76 827 36301 1558 1079 1051 23119
Other salaries and wages 254.17 51 35.24 90821 3539 1959 20771 52290
Pension plans employee benefits 50.57 5481 10811 643 471 534 17730
Investment legal and other professional services 14400 398 13.03 45.951 18.79 1454 1304 34638
Interest 3585 151 133 14081 699 2.75 764 2.876

Taxes 17720 76 9.08 40.251 2578 32.57 1923 49501

Depreciation and depletion 5108 162 4.111 1806 8111 979 494 4418

Occupancy 33.411 1.923 3.37 9.381 3781 288 3343 8727
Other expenses 50488 221 3341 53.10 122141 493T 47953 2650 172165

Net income less deficit 329220 39 19251 15650 586794 299151 29113 74119 1410323
Net income 427463 41.92 29608 772941 402361 36280 77868 1620028
Deficit 982631 391 23443 13957 18614 103211 71671 3748 209706

Total assets fair market value 6288660 40905 383978 13891391 805Z68 6949011 6800151 22944528
Selected lair market value assets

Cash total 459726 16018 80817 1.530.031 63860 40043 40637 653449
Investments in securities 4982262 17343 2342.70 9600901 6174.61 546415 532980 20737016

Investment-purpose land buildings and equipment

Less accumulated depreciation 1.51237 3.82 108.41 513691 262341 20823 86411 329455

Charitable-purpose land buildings and equipment

Less accumulated depreciation 149136 21.16 11996 583081 244341 24756 126051 149199

Beginning of year assets book value
total 4318189 39 57824 313906 10225411 544850 4305161 430393 15181162

Selected beginning 01 year assets

Investments in securities 3167336 14268 194872 683874 3998511 313542 323944 12369819
Investment-purpose land buildings and equipment

Less accumulated depreciation 712.05 7.35 81291 167.48 14209 137.65 25.45 150.726

Estimate should be used with caution because of the smell number of sample returns on which it
is

based

Less than $500

NOTE Detail may not add to total because of rounding
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Table All Foundations Balance Sheets and Income Statements by Size of Total Fair Market Value of Assets

Money amounts are in thousands of dollars _______ ___________________________________________________________________

________ ________ Sloe of total 98 mtet vales of assets ________ ________
Item Total Assets $100000 $1000000 sio0000co $2500000 saooooooo

________________________________________________ ___________ ayepOted $1000000 $10000000 $25000000 $50000000 $lQ0O00

Number of returns 28461 151l 1323 912 3771 49 16 80

Total assets Book value 48227041 610 408901 2981001 10098084 596781 475123 4639921 19375972
Cash total 464321 2.21 161.41 726.4Z 1528.10 6221 453.60 386.39 763.060

Non-interest bearing accounts 49048 2.031 43.74 13453 187.27 3851 29.82 26.011 30477

Savings and temporary cash investments 415275 18 117.60 591.88 1.34082 585.4 423.77 380.36 733583

Accounts receivable net 24781 .1103 2.88 3761 39.27 2579 32074 99130

Pledges receivable flat 1498 312 1.72 1004

Grants receivable 4300 38341 16 3763
Receivables due from disqualified persons 6060 7.73 1.37 12.89 2364 15006
Other notes and loans raceivabl net 560221 3911 42111 26649 9291 4430 57.024 47570
Inventories 33.90 67th 1062 12Z 2761 291 1245

Prapaid expenses and deferred charges 2328 3.33 13.88 2.83 504 2.701

Investments total 4029073 3.81 19096 2.11174 744189 4809.81 398709 3943531 17801879

Securities 37418071 381 15579 177032 8.57941 446681 353417 3652311 17255330

Land buildings and equipment Less accumulated

depreciation 73344 382 77.96 170.751 128.08 138.41 4856 169812

Mortgage loans 39249 9001 1707 10016 43 4771 35291 142906

Other investments 174673 22.33 246.38 591.56 17441 26879 209364 233830

Charitable-purpoSe land buildings and equipment Less

accumulated depreciation ... 1125.32 2403 60841 446181 181 139.19 108.831 164955

Otherasseta 118406 9.80 2173 30687 i6i1 9555 111261 -477.658

Total liabilities 2593911 224351 6012 43771 21.85 223281 38135 1049008
Accounts payable and accrued expenses 42391 1217 9.031 47.1 18.5 18.611 11347 204879

Grants payable 128431 19605 11221 6974 6953 83261 1461 686387

Supooil and revenue held for future periods 7322 381 38.9 17 560 75C

Loans from officers directors trustees etc 647 III 2.04 1.16

Mortgages and other notes payable 418791 1131 15.581 16038 50 8090 8166 28587

Other liabilities 407191 1499 1937 119 5983 3490 2942 129155

Net worth 4563312 608 18454 292088 965835 574976 452795 425856 18326964

Totai receipts 912652 690 26494 66239 209718 10106 767421 116524 3151824
Contributions gifts and grants received 2679.35 5.67 216.87 349.42 7543 319 199 53919 305.960

Membership dues and assessments 2448 49 1.90 IS
Interest on savings and temporary cash investments 79971 27 2729 7481 231 119 110 757 160019
Dividends and interest from securities 297021 41 1533 17401 586.8 371 2744 281 1298232

Gross rants 18197 77 577 76 3061 259 13 29414

Net oem or Iossl from sale of assets 179365 411 95 4171 27793 13493 1231 179 1.025.662

Gross profit from business activities 11322 434 8566 399 137 4975

Other income 57392 322 1041 8820 24531 311 76 339562

Total deductions 583432 6721 45814 52432 151556 74651 47353 5279 1581598
Conthbutions gifts and grants paid 4.47776 5631 4145 45631 1.098 59468 3424 390 1174935

Compensation of officers 1059 76 7.51 33 14.69 10.85 10 26771

Other salaries and wages 25417 204 1242 106.5 3209 23 20 59953

Pension plans employee benefits 5057 191 13 491 469 51 20084

Investment legal and other professional services 14400 18 3871 1101 40 2188 129 157 37456

Interest 3595 151 132 1380 664 81 3.278

Taxes 17721 761 389 1924 251 291 59126

Depreciation and depletion 5101 251 172 17.8 8.07 5.196

Occupancy 33411 1.9 10.95 378 27 3.641 9479

Other expenses 50488 64 3345 2357 142001 40521 40 38.281 186.321

Net income less deficit 329220 181 193191 138061 581621 26410 293881 637301 1570226
Net income 427483 1041 4173 246.20 775.79 373644 36637 674881 1.795.134

Deficit 962631 86 23493 10814 194.17 109.531 72.491 3758 224907

Total assets fair market value 62886601 416691 3262911 1198197 754392 5816851 6035401 27828843
Selected fair market value assets

Cash total 4597264 161161 71892 1.51410 617.711 43076 389131 765469

lnvastnents in securities 4982262 17692 197578 908002 5571441 4.44566 4.65752 24915268

lnvestment.purpose land buildings and equipment

Less accumulaled depreciation 1512371 382 99361 32980 338931 254981 88841 399621

Charitable-purpose land buildings and equipment

Less accumulated depreciation 1491361 2282 7522 562.28 225441 213.31 212.69 179600

Beginning of year assets book value
total 4318189 5901 59619 279605 9279221 5535151 4286241 3884491 16798623

Selected beginning of year assets

Investments in securities 31673361 39 15340 179995 5889211 4168101 3192051 295799 13518.721

lnvestment.purposa lan bu98ng and equipment

Less accumulaled depreciation 712051 P735 7581 161041 10950 157831 3750 163005

Eslimaf should be used with caution because of the small number of semple retafls on whiCh is based

Less than $500

NOTE Dated may not add lx total because of rounibng
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Table 4.All Foundations Selected Balance Sheet and Income Statement items and Reconciliation of Net Worth by Size of

Total Fair Market Value of Assets

tMoney amounts are in thousands of doliars _______________ ________________________________________________________________

Total Size of total
lair metal value of masts

________________________

tIer NIE AI.z10r si under $100000 $100000 under $1000000

resins Nurtherof
Amount Mnounl Nu5of Amount Amount

10

All foundations total 28461 6288660 1511 1323 41669 912 326291 3771 11981973

Foundations with

Total assets Book value 2758 4822704 631 610 1323 408901 912 298100f 3771 10096084
Selected assets

Cash total 26.50 4.64321 48 2211 12.79 16141 853 726.42 360 1528.103

Investments in secaities 16.81 37.418.071 3.81 5.53 155.79 7.10 1.770321 3.34 6.579.417

Total liabilities 7001 259391 21 221 22435 245 60121 162 437728
Selected luabthbes

Contributions gifts and grants payable 114 126431 58 196.05 211 11.221 17 69741

Mortgages and other notes payable 46 418791 14 1131 12 15581 15 160.381

Net worth/fund balances end of

year 2758 4563312 631 a6o8 1323 18454 9121 292088t 3771 9658355

Reconciliation of net worth/fund

baiances

Net worth/fund balances beginning of year 2728 4080722 921 590 1264 332.05 9.12r 274383 3.771 8.840121

Plus

Mel income 1589 427453 33 104 6.37 4173 6041 246204 254 775798

Other increases 517 181819 221 5271 164 5748 101 259238

Minus

Deficit 1106 98263 58 86 612 23493 291 108141 121 194177

Other decreases 492 28449 235 701 1571 1849 78 22624

Equals

Net worth/fund balances end of year 2758 45633.121 631 608 1323 18454 9.121 2.920884 3.771 9658355

Total receipts 2760 9126521 j3 6901 12601 26494 9041 662391 3771 2097182
Selected receipts

Contributions gifts and grants received 13.22 2679.351 1221 5.67 637 21687 3.621 349.42 1.67 754358
Interest on savings and temporary cash

investments 1820 79971 35 27 8.33 2728 6283 74613 2631 231 .696

Dividends and interest from securities 1738 2970204 18 41 5.78 1533 7354 17409 327 566829

Net capital gain 551 1754661 73 188 2211 65.74 2021 244538

Net short-term capital gain 2.69 46123 44 42 961 1639 96 35.845

Total deductIons 2764 5834321 1511 6721 12501 45814 9041 524324 3771 1515561
Selected deductions

Contributions gifts and grants paid 2380 4.477761 1.031 563 9.95 41453 8.614 45633 3.42 1.098908

Compensation of officers 513 10536 14 117 76 189 751 1371 33798

Investment legal and other professional

services 1453 14400 33 15 5.15 3871 535 1100 2.93 40906

Total assets fair market value 2695 6288660f 1323 1669 9121 3262911 3771 11981973
Cash total 2582 4597261 1264 161161 878 71892 360 1514107

Non-interest bearing accounts 1989 549.78 9.32 4744 7.001 13452 290 190.632

Savings end temporary cash investments 1690 4.047.471 7.59 113.71 6031 58439 268 1.323.476

Accounts receivable net 2781 235831 117 812 604 288 70 32940

Ptedges receivable net 20.851 312 9725
Grants receivable 43001 38341

Receivables due from disqualified persons it 35921 84 137 21 41

Other notes and loans receivab net 167 55299 58 3911 501 4602 45 262449

Inventories 28 45.104 92 984 12 10455

Prepsid expenses and deferred charges 50 40.58 92 20.89 271 4.152

Investments total 1911 5402043 690 21064 7.811 232592 358 9181129

Securities 1702 4962262 593 17692 696 197576 334 5980023

Land buildings and equipment Less
accumulated depreciation 112 151237 44 3.82 63 99.361 46 329.802

Mortgage loans 1011 41875 29 8.00 253 53.93 38 94362

Othet investments 3521 2266681 1.01 21881 1231 19683 103 676942

Charitabtepurpose land bulldogs and

equipment Less accumulated depreciation .. 2.59 1491.36 771 22821 71 7522 77 562.264

Other assets 744 180323 309 10.02 238 5869 1541 374368

Footnotes at silO of tales



Private Foundation Information Returns 1982 313

Table 4.Alt Foundations Selected Balance Sheet and income Statement items and Reconciliation of Net Worth by Size of

Total Fair Market Value of Assets Continued

amounts are in thousands of dollars

51ze of totei realcet valcie of asnetsConlawed

sioesoooo s50.000
Itn cinder $25060000 baler 850060.000 aider $100060000

$I00O00

Nenberof Nesherof Niattoral

Ii 12 13 14 15 16 18

All tjovw total 49 754392 16 581685 603540 27828843

Fowsiabons with

Total Rk vue 49 596781 16 475123 463992 19375972
Selected asseer

Cash total 47 62200 18 45360 36639 763060

Investments In sectrlbes 47 4466.90 15 353417 3652311 17255330

Total liabilities 31 21805 11 223281 38135 1049008
Saleotod leb88e

Contr8culions fts and gants payable 6953 31 83261 148.12 41 688387

Mortgages and ofiter notes payable 50.54 80.90 81.66 28.587

Net worth/fund balances end of year 49 574976 16 452795 425856 18326964

Reconciliation of net warth/tuitd balances
Net worth/fund balances 6eginring of year 491 5352.35 18 4.095.531 3538.42 15699015

Phar

Net income 341 373.64 12 36637 71 674.89 61 1795134

Otherunaeases 16 -16352 -5- 167991 3---14708 --i 9749
Mar

DefiOt 15 109.53 31 72.491 37.58 224807

II 30.23 29.44 64.25 112.426

Equais

Net worth/fund balances end of year 49 574976 16 4527.95 4258.56 18326964

Total receipts 1010611 161 767421 116524 3151824

Corctjtujons fts and anls received 19 31950 61 18838 41 53918 305960

Interest on savings and tcet8lorary cash iiveslinents 35 119531 131 110.38 7570 160019

Dividends ai..d inteest front securities 46 371601 27447 26122 1288232

Net capital gain
32 171.37 101 141.99 30258 926549

Net sttort-tcem capital gain 16 38.70 71 28321 4429 51 297225

Total deductions 49 746511 161 47353 52793 1581598
Selected dedsctions

Contiibubons gifts and grants paid 46 594.661 151 34247 390.31 1174935

ConensaIion of offrers 28 1468 111 10.85 1098 26.771

Investment legal and other ofsnoŁ..ad services 45 21.888
14 1295 1575 37456

Total assets fair market value 49 7543920 16 581685 603540 27828843
Cash total 47 617.711 19 430.76 389131 765.489

Non-interest bearing accounts 38 3625 78.47 3176 30.686

Savings and tençoraiy cash investments 36 581451 ii 35228 35736 734763

Accounts receivable net 17 3590 2620 3210 97667

Pedges receivable net 10.00 3.00 3.000

Grants receivatee 1821 2.763

Receivables doe from doquaSlied persons 1950 15.006

Other notes and loans receivable net 97.01 31 43.61- 53.57 46.402

Inventories 1981 II 3.14 31 1540

Preçaid expenses and defened charges
51 10.72 2.83 49 1.484

Investments total 47 6278.01 161 5.04250 5.06236 25919860

461 5571.41 15 -444565 81 4.65752 24.915268

Land buildings and ment Less accumulated depeciation 338.92 254981 8884 396621

teortgage loans 38.121 4920 3529 139.826

other investments 12 32951 41 29266 28068 468145

Tharitable-papose tent bdin and eqment Less acciarsiletad

depciIion 16 225.44 71 213.31 21269 31 179.600

Other assets
231 22796 54.39 28172 796052

Eslabate should b0 mined with caution because Of 6.01016 aater Of San40 retains on wlidt it ei based

NOTE Doted nay not add to total because of roia
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Table Nonoperating Foundations Minimum Investment Return Distributable Amount Qualifying Distributions and

Undlstrlbuted income by Size of Total Assets not Held for Charitable Purposes

amounts are in thousands 01 doltarsi ___________________________________________________________________
Total

_______________________
Size of total assets not held In chantabte ptaposes

________________________

Item Nutnbe
$1 undet $100000 $100000 under $1000000

$l.000000

retalts Nunibeof
Amount

Nunberof
Amount

Nwnbeof
Amount

Nunrberof

Nonoperating foundation returns

total 2536 5002887 236 10431 32565 863 294880 3221 9824368

Computation Of minimum investment

return

Fair market value of assets not used directly in

catrying out charitable purposes total 22.99 50.02887 1043 32565 863 294880 323 9.824368

Minus

Acquisition indebtedness 271 10680 12 384 111 40.918

Cash held or charitable purposes 22941 74837 1043 489 859 43971 321 147801

Equals Base for computing minimum investment

return 2299 49.17369 1043 32075 863 2904441 322 9.635.868

Minimum investment return 5% of

base 2299 245828 10431 1595 863 14522 322 481793

Computation of distributable amount for 1982

Minimum investment return 2299 2.45828 1043 15.95 863 14522 322 481793
Meats

Tax on investment income 20951 101.9 858 58 8.47 6231 320 20765
Income tax under subtitle 17 368 13 S9 21 82

Equals Distributable amount before adjustments 22.99 2.35263 1043 1537 863 13839 322 460946
Net adjustlnents 120 4495 631 4281 37 5231 14 12570

Positive adjustments 98 4725 58 429 253 529 14667

Negative adjustments 22 2S 12 51 2.098

Distributable amount adjusted 2298 239758 10431 19651 863 143631 321 473515

Total qualifying distributions 2355 487248 127 53531 980 7283 8554 83375 3221 1175376
Disbursements for charitable purposes 23.55 466665 1.27 53531 9.80 7283 855 818.11 3.22 1145479

Program-related investments 12 4944 778 tr 15718

Amounts paid to acquire charitable-use assets.. 37 55.28 24L 785 14076

Amounts set aside for charitable projects

Under the suitability test 15 24.871 14

Under the cash distribution test 76221 194

Undlstributed income for 1982 652 66350 2631 442 227 30841 130 136145

Excess distributions carryover to

1983 1558 4857481 45 14420 6693j 15011 6281 205383 179 1298353

Size of total assets not held It chantable purposes Continued

$10000000 $25000000 $50000000

ten under $25OoO000 under $50ooo000 under siooooo00o
$bOO000000 more

Nunberof
Amount

Nurnberot
Amount

Nonberof
oust

Not
Amount

II 112 13 14 15 16 17 18

Nonoperating foundation returns total 43 635304 12 461403 61 466625 21296720

Computation of minimum investment return

Fair market value of assets not used directly in caning out charitable

purposes total 43 635304 12 461403 61 466625 21296720
Minus

Acquisition indebtedness 1263 40.33 4.32 8209
Cash held for charitable purposes 43 9541 12 6807 61 69.12 319327

Equals Base for computing minimum investment return 43 624499 12 450563 61 4.592811 20969183
Minimum investment return 5% of base 43 311Ł3 12 22528 61 229641 1048460

Computation of distributable amount for 1982

Minimum investment return 43 31193 12 22528 61 229641 1048460

Minus

Tax on investment income 43 12411 12 10141 64 1133 40463

Income tax under subtitle 32 1711 968

Equals Distributable amount before adjustments 43 299.19 12 21341 218.30 1007009

Net adjustments 5611 320 11.05 2993

Positive adjustments 561 323 1115 2993

Negative adjustments

Distributable amount adjusted 43 30480 12 21661f 61 22936 1010002

Total qualifying distributions 43 60566 12 40696 61 43406 1290290
Disbursements for charitable purposes

43 603.05 12 40036 42783 1145444
Program-related investments 38 731 24807

Amounts paid to acquire charitable-use assets 224 3.30 11 621 21595

Amounts set aside for charitable projects

Under the suitability test 16 2.56 22144

Under the cash distribution test 17 76300

Undistributed income for 1982 10 9100 63701 6771 269671

Excess distributions carryover to 1983 23 46900 24710 23135 263520

Estimate sIvarId be used with caution because of the small mustier 01 sample returns On which it is based

computation using less than percent is allowed on returns coveting an aceounheg peflod of less awn one year
Indicates arewrt between -$500 and 9500
NOTE Detail may not add to total because of rOendin5
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Table All FoundatIons With Total Book Value of Assets of $10 Million or More-Summary Number of Foundations Total

Book Value and Fair Market Value of Assets Contributions Gifts and Grants Received and ContributIons Gifts and Grants

Paid by State

IMoney amounts are in thousands of dollars
________________________________________

Total assets Contr5xjtlons sifts add grants

lkater
_________

Sock value Fab matet value Received Paid

State 04

of Amowit Percent of Amowt Percent of Amowit Percent of Amowit Percent______ rebins __ ____ ara __
__1_ 10 It 12 13 14

United States total 62 100 62 32825184 100.4 624 43547781 100 26 135245 100 sa 225434 100.0

Aiaaba

Arizona 6005 80.05 0.1 24.02 2.13 0.1

Arkansas 30.85 0.1 3837 0.1 350 211 0.1

CaJllorv4a 81 61 4952.6 15.1 61 577933 13 1778.0 13.1 23609 10.5

Colorado 32013 42701 2851 2042 0.9

Cannectahit 42240 546211 1.- 513 5347 2.4

Delaware 2.1 4539.4 60373 4305 28911 1.3

Florida 40509 44412 876 11 1873 0.8

Geora 25676 41135 912 2126 0.9

Hawali 5545 7887 6.991 0.3

idaho

Illinois 21 171288 298574 4499 142841 6.3

lana 11 11 36910 1.1 Il 99439 1049 6321 2.8

Iowa 41.20.0.1 42.63 0.1 1_1089._0.__ _2170.1..
2978 0.1 3601 0.1 17.03 150 0.1

Kentucky 135.68 13559 6381 0.3

Louisiana 100791 16174 1244 277 0.1

Mane

Maryland includes D.C 3.1 II 422.85 1.- 11 658.39 1165 2654 1.2

Massachusetts 11 11 22318 11 31951 74 0.1 1191 0.5

Michigait 14 14 138671 176972 4.1 84.18 13818 6.1

Minnesota 11 it 137694 II 138374 1635 II 8197 3.6

Missouri 11 37337 1.1 53126 1940 3917 1.7

Montana

Nebraska 0.1 10293 12181 1451 0.1 550 0.2

Nevada 2216 0.1 2425 0.1 301 147 0.1

NewHampSle
New Jersey II 3.1 II 109389 1985.55 391 4077 1.8

peewbleioco 0. 2695 0.1 2719 0.1

New York 151 25.1 151 1124949 34 151 1329629 30 30795 22 15 58836 26.1

North Carolina 45402 75227 53 5344 2.4

NortoDakota

Onto 31 4.1 31 66917 86026 2928 5661 2.5

Oldejtorna 1.1 49359 104654 1354 39491 1.8

oregon or 19405 20524 120201 471 0.2

Pennsylvania
5.1 1950.84 31 3108441 7.1 84.61 20416 9.1

Rhode Island 26291 0.1 2602 0.1 155 0.1

South Carolina 4765 0.1 5030 0.1 3.39 0.2

SoutoDakota

Tennessee 1.1 246741 30154 4885 18063 0.8

Texas 51 2.38708 351228 8.1 22352 16 28604 12.7

Utah 3967 0.1 4231 0.1 366 0.2

Vermont 2420 0.1 25521 0.1 231

Virginia 0.1 17905 19039 940 0.4

Washington 25093 28020 873 1496 0.7

WeatWgusa
Waconsm 1.1 235.90 265.45 615 1505 0.7

Wyoming

All others NIl 53174 NI 1- 119859 N/ 17 N/ 3748 N/A

N/ANot applicable

Lass than .06 percent

NOTto Ostail may not add to total became of rowdng
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D. IA.........
IJt IVICUOICt UIC7

Sales of private foundation capital assets Figure A.--Number of Foundations by Size of

continued to escalate for 1983 edging interest Fair Market Value of Assets 1982 and 1983

and dividend income out of its traditional
-- --

rnking the ligest sôurcŁ of foUdation
----

Number of Per-

income This 1983 surge was responsible Size of private centage

for netting $4.2 billion gain and more than fair market foundations change
doubling record-setting sales made for 1982 value of assets 1982

Receipts from sales of capital assets 1982 1983 to 1983

primarily securities accounted for 35 percent

of all revenue reported by foundations for

1983

Total 28321 29863 5.4%
The tax law requires private foundations to

uiStriuu annuai iy minimum amount oasea on unaer iuuuuu iqou isi
investment assets to promote philanthropy

For 1983 foundations expended total of $100000 under

$5.2 billion for charitable or nonprofit $1000000 9125 10878 19.2

purposes exceeding the required minimum by

$2.4 billion Out of the total $5.2 $1000000 under

billion expenditure private foundations gave $10000000 3771 4237 12.4

$4.4 billion in contributions gifts and

grants hereinafter referred to collectively as $10000000 under

grants to support philanthropic organizations $50000000 655 724 10.5

or causes this was $251 million more than they

gave out for 1982 $50000000
or more 165 184 11.5

For 1983 there was an estimated total of

29863 private foundations of which 25465 Estjmate should be used with caution because

made grants Foundations are further classi- of the small number of sample returns on which

fled as either operating or nonoperating it is based
entities See the Explanation of Selected Includes former public charities reclassi
Terms section of this article Approximately fled as private foundations
90 percent of the nonoperating foundations made 2lncludes foundations with zero assets and

charitable grant of some form in 1983 The unreported assets
other 10 percent nongrantmaking nonoperating

foundations in many cases set aside funds The $12.6 billion in fair market value of

earmareo ror iuture cnaritaoie projects maae assets held by the 10 largest domestic

program-related investments or incurred quali- foundations listed in Figure accounted for

fying expenses for charitable purposes which 17.4 percent of the total assets held by all

met or exceeded the required minimum distri- foundations Grants paid by these largest
bution Some nonoperating foundations were foundations amounted to $384.9 million an 8.1
failed public charities which operated direct

percent increase over grants paid in 1982 by
charitable programs and did not make grants the top 10 domestic foundations

Figure Ashows comparison of the asset size The Ford Foundation Robert Wood Johnson

distributions of private foundations between Foundation and Lilly Endowment all experienced

1982 and 1983 While the overall number of drop in assets between 1982 and 1983 The

foundations increased by 5.4 percent the rate assets of the remaining seven largest founda
of growth for each asset class varied sig- tions increased for 1983 Most notably the

nificantly MacArthur Foundations assets nearly doubled in

Forejgn Special Projects Section Prepared under the direction of

Michael Alexander Chief
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size from its $990.3 million 1982 amount Sub-

stantial increases in both sales of capital

assets and investments in real estate coupled Soue.oIFoiJndat1 Rvonuo
with large decrease in securities investments 4982 and 1983
for 1983 suggest that the MacArthur Foundation

sold large portion of its securities and rein-

vested in real estate holdings Its 1983 real
1982

OMdends andestate investments jumped dramatically to re lnteresIlrcm
place securities as the largest component of

Securities

its assets

The Paul Getty Museum Trust classified as
41.3%

an operating foundation and excluded from

Figure held assets worth $2.7 billion

While the Getty Trust is not required to make

98% Interestfrom
grants it nonetheless reported $1.1 million in

donations for 1983
Caplla3Msets /Savln9eand

Temporary

1her bwestments

FigureS
1983

Top T.n Domu.tio Nonopsratlng Foundations

-..D1vidends and
Ranked by Fair Market Value FMV of Assets 1983

Interest from

MiUlons of Dottars Grants Sacuritlea

FMV Ledgr Grant
I902

Received

6.06 New
Asset Asset Paid

6.04

249/
265T 33.3%

Robed Wood Johnaon Foo06etlon 1159.0 634.3 6.7

Ford Fondetion $3497.8 $3497.6 $116.8

Bison Savings and
The MeCAthttr Foondetion 1920.3 1689.5 25.8

vesanefl

68% Temporary

AndWw Mellon Foondatlon 1151.0 795.1 60.3

Rockefeller FoondetiOn 1112.1 924.7 28.3 Sefe4ol

WE Echo99 Foondalion Troet 1102.6 33.9 59

Pew MemorIal Itost 1097.1 382.6 45.6

lineage Foond.tion 792.1 57.2 5.0

Lilly Endowment 703.4 151.1 44.3

IS TIre Hewlett Foondetion 576.6 576.6 23.8 tO

foundation Is consldwsd domes 61110 arganlaid it the Uiittd States hoW06
this does sot nasstlty k1.ply that .806168 eotlwltls on glint nealptan1 ar domeotlt

--

___ -1

FOUNDATION INCOME AND ASSETS

Total revenue received by private foundations

rose by nearly third between 1982 and 1983
This was largely attributable to substantial

increase in sales of capital assets After

deductions for allowed expenses which remained

fairly constant between the years the mid1982 continued their upward climb into 1983

resulting net revenue amounted to $6.2 billion Individuals and corporations also re
78percent increase over 1982 See Figure ported significant increases in capital gains

for presentation of the major sources of between 1982 and 1983 although at rates not
revenue for 1982 and 1983 nearly as hioh as the rate increase reported by

foundations 1011
Several factors are probable contributors to

the surge in sales of capital assets First Second 1981 tax law enactment which
and most likely prominent force was the eliminated the requirement that foundations pay
fast-paced securities investment environment of oi.it as charitable distributions all of their
1983 The Dow Jones Industrial Average closed investment income also may have encouraged
1983 at 1258.64 up 20 percent for the year foundation sales of capital assets Beginning

Stock prices which began to rally during with 1982 the required minimum payout became
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flat percent of net investment assets The Figure D.-Components of Assets 1982 and 1983

pre1982 law had encouraged foundations to amounts in billions of dollars
________invest in securities having lower income yields

but with potential for higher appreciation Income year Per-

values The new law offered foundations an
_______ _______ centage

opportunity to restructure their investment Type of asset change

portfolios to include securities which produced 1982 1983 1982

higher rates of return The relaxed distribu to 19831

tion requirement coupled with the fact that

capital gains from sales of securities by

private foundations were not subject to regular

income taxation may have encouraged more Total $62.9 $71.9 10.2%

trading in securities portfolio restructuring Securities 49.8 54.5 5.4

than otherwise would have been the case Cash total 4.6 6.1 28.1

Savings and interest
third_ factor possibly Anfluencing founda beartngaccounts... __4..O 5.4 27..6._

tions sales of capital assets was the excess Non-interest-bearing
business holdings provision of the Internal accounts 0.5 0.7 32.3

Revenue Code Under this law foundations Depreciable assets and

which on May 26 1969 held more than 75- land held for chari

percent interest either in the voting stock or table purposes 1.5 2.2 40.9

in the value of all classes of stock in busi- Depreciable assets and

ness enterprise generally were required to dis- land held for invest-

pose of certain amount of that interest to ment purposes 1.5 3.5 125.72

reach permissible level of holdings within Accounts and notes

15-year period ending on May 26 1984 Many receivable 0.9 1.0 9.9
affected foundations had to dispose of these Other 4.6 4.6 -3.4

excess business holdings before the end of their

1983 accounting periods to avoid the imposition Adjusted for inflation and based on unrounded

of penalty tax Some of these foundations dollar amounts

may have held their stock interests as long as 2The MacArthur Foundation which for 1983 had

possible planning their divestitures for 1983 substantial increase in real estate invest
ments accounted for large portion of this

Foundation assets rose by an inflation increase Excluding MacArthur the change ad
adjusted 10.2 percent between 1982 and 1983 justed for inflation drops to 37.3 percent

As Figure shows investments in

securities the predominant asset of most foun
dations increased by only 5.4 percent also

adjusted for inflation while large gains can Figure shows an inverse relationship

between investment yields on foundation
be noted for cash and both categories of

securities and the size of foundations
depreciable assets and land These changes assets This suggests that large foundations
might be explained by the increased sales of

structure their portfolios differently from
securities prompted by combination of brisk

smaller organizations The small foundations
stock market trading the tax law change

apparently do not rely on interest and dividend
concerning distribution of investment income income to broaden or maintain their endowment
and the effect of foundations last-minute

base rather they serve as conduit for the
compliance with the excess business holdings funds they receive by passing thenf through to
provision Foundations no longer had to be

other tax-exempt organizations Large founda
concerned about their investment income as

tions in contrast orten Tol tow -otai
factor in their required minimum payout compu- return philosophy and balance their portfoliostation and could begin to reshape their invest

to take into account both appreciation value
ment strategies Moreover lower interest

and yield Figure also appears to show
rates throughout 1982 and into the beginning of

negative correlation between the percentage1983 also might have encouraged increased prop yield earned on securities investments and the
erty investment activities

proportion of those investments to total

assets Presumably the larger foundations
The ledger book value of foundation assets that are more heavily invested in securities

increased by about 18 percent from 1982 to can afford to diversify to much greater
1983 As percentage of assets liabilities extent and need not rely solely on the

remained nearly constant for both years forecasted interest or dividend yield to be

resulting in net worth increasing by about the earned from security when making investment

same amount as ledger assets decisions
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Figure E.--Yield on Investments in Securities allowed under the tax law See the discussion

by Size of Total Fair Market Value of Assets of systematic grant planning below small

1983 number about 1.5 percent were not required to

amounts in millions of dollars make distribution for 1983

Interest Per- The grantmaking methodology of nonoperating

Fair market Invest- Percent dividends cent- private foundations varies from foundation to

value inents in of from age foundation but it generally is influenced by

of assets securities assets securities yield the size of the organization Small founda

___________ _________ ______ _________ tions receive most of their revenue in the form

of contributions from outside sources and

usually pay out grants that equal or exceed the

Total $54516.9 75.8% $3209.4 5.9% contributions received Some organizations

with very small assets act solely as flow
Under throughs or conduits for redistributing

$100000.. 175.7 44.1 13.5 77 donations and contributions received during the

year Company-sponsored foundations in some

$100000 ways are similar to flowthrough organizations
under Many companies set up foundations as means to

$1000000. 2246.4 59.7 174.3 7.8 stabilize their annual grantniaking Although

contributions to companysponsored foundations

$1000000 usually correspond to the profits of the

under corporation i.e more corporate giving in

$10000000 9052.8 64.4 618.9 6.8 good years and less in poor years they have

the ability to maintain and control their

$10000000 endowment in way to provide steady flow of

under grants even when corporate profits are down

$50000000 11094.3 75.8 683.1 6.2

Large foundations are more likely to base

$50000000 their grantmaking on their investment per-

or more.. 31947.7 81.8 1719.6 5.4 formance The law provides for this type of

systemmatic planning by allowing 1-year tax
Estimate should be used with caution because and penaltyfree grace period for meeting the

of the small number of sample returns on which minimum required charitable distribution if

it is based foundation fell short of the minimum in its

Includes foundations with zero assets and un current reporting year Because investments

reported assets are the main component of large foundations
assets and the required distribution is based

CHARITABLE DISTRIBUTIONS on fixed percentage of net investment assets
the large foundations usually make qualifying

For 1983 nonoperating foundations were distributions that are relatively close to the

required to pay an aggregate minimum of $2.8 required percentage
billion in the form of disbursements or

reserved funds which qualified as supporting SUMMARY

charitable or nonprofit activities These

organizations actually distributed $4.6 billion For 1983 private foundation revenue in-

for tax-exempt activities made charitable creased by 78 percent attributable mainly to

program-related investments of $61.6 million 138-percent increase in sales of capital assets
and reserved l46.5 million for future chari principally securities These capital asset
table projects Adding in the $32.0 million sales accounted for 35 percent of all revenue

they paid to acquire assets used for charitable reported edging interest and dividend income

purposes the total qualifying distributions of out of its traditional ranking as the largest
all nonoperating foundations amounted to $4.8 component of foundation revenue
billion for 1983

An estimated 29863 foundations spent $5.2

Eighty percent of all nonoperating founda- billion for philanthropic purposes Of this

tions made qualifying distributions which met amount $4.4 billion comprised grants to

or exceeded the minimum amount required for tax-exempt organizations engaging in philan

1983 More than half of these foundations paid thropic activities 6.1 percent increase over

out amounts which were at least double the grants paid for 1982

required amount and accounted for roughly 40

percent of all qualifying charitable distri Foundation assets rose by an inflation

butions made Close to 19 percent of all adjusted 10.2 percent between 1982 and 1983

nonoperating foundations paid out amounts less Depreciable assets and land held for investment

than those required However this is normal purposes showed the largest gain of all asset

practice followed by many foundations which is components more than doubling for 1983 The



Private Foundation Profile For 1983 321

drop in interest rates which occurred during Because the data presented in this article

1982 and 1983 and the increase in revenue are estimated based on sample they are

generated through the sale of securities subject sampling and nonsampling error To
investments likely contributed to the increase use the statistical data properly the magnitude
in real estate purchases of the sampling error should be known Coeffi

cients of variation CVs are used to measure

that magnitude
DATA SOURCES AND LIMITATIONS

Figure below presents an estimate of the

The statistics in this article are based on sampling error expressed as coefficient of

sample of 1983 Income Year private foundation variation for frequency estimates of private

returns Forms 990PF filed with the Internal foundation returns with less than $10 million
Revenue Service IRS and having accounting in assets Returns with assets of $10 million

periods ending December 1983 through November or more were selected at prescribed rate of

1984 Forms 99O-PF filed by nonexempt chari- 100 percent therefore this category is not

table trustand rtain_taxab1 found4tions subject to_samp1ing error The- approx-imate-
were excluded from the study The sample was CVs shown here are intended only as general
stratified based on size of total book value of

indication of the reliability of the data For
assets and selected at rates that ranged from

number other than those shown below the
0.7 percent to 100 percent The 1374 returns

corresponding CVs can be estimated by inter-
in the sample were drawn from an estimated

polation
population of 29863

The 1983 sample was designed to provide the
Figure F.Coefficient of Variation Table 1983

most reliable estimates of total assets and __________________________________ _____________

total income based on small number of returns Fci-imi-d niumhoy rF reIurnc
Resource constraints necessitated very small oalssets
sample size The methodology employed was to

Approximated
include in the sample all returns with assets

Under coefficient
book value of $10 million or more the $100000 $100000 $1000 000 of variation
category where the highest concentration of

or not under under

assets exists The 697 returns in this group Reported $1000000 $10000000
accounted for approximately 51 percent of all

the returns in the sample and 70 percent of the

total assets of all foundations The remaining
677 returns in the sample were randomly selected 9700 3500 .025

at various rates depending on the asset size 7000 2200 .050
Due to the small number of sample returns Se- 13400 4800 1300 .075
lected to represent the population of returns 9700 3300 900 .100

with assets under $100000 92 sample returns 5400 1800 400 .150

the statistics presented for this group are 2200 700 200 .250

subject to significant sampling variability and

should therefore be used with caution Total assets used were the book value re
ported

The population from which the sample was drawn

consisted of an extract of private foundation

records obtained from the IRS Business Master discussion of the reliability of estimates

File Determinations of active filing status based on samples and the use of coefficients of

were made regarding the sample records Some variation for evaluating the precision of

of the records designated were for organizations sample estimates can be found in the general
that were deemed inactive no return had been Appendix to this publication
filed for at least years terminated or had

not yet filed return for 1983 Inactive and EXPLANATION OF SELECTED TERMS

terminated private foundations are not reflected

in the estimates Prioryear returns were sub- The following explanations describe terms as

stituted for the small number of large private they applied to private foundations during
foundations for which 1983 return had not yet their 1983 Form 990-PF accounting periods
been filed or was unobtainable for inclusion in

the study Sample weights applied to small Assets Zero or Not Reported Included in this

organizations were revised upward to compensate asset size category were fl final returns of

for missing returns in that category Asset liquidating or dissolving foundations which had

distributions presented in the 1983 tables have disposed of all assets and returns of foun
been compressed due to the small number of re- dations not reporting beginning-of-year assets

turns with assets less than $10 million selected that apparently distributed all income and

for the sample assets received during the year
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Disbursements for Charitable Purposes -These Operating Foundations.-Operating foundations

deductions represented expenditures for ac- generally expended their income for the direct
tivities that were directly related to the active involvement in tax-exempt activity

taxexempt purposes of the foundation Included such as operating library or museum or con
were necessary and reasonable administrative ducting scientific research To qualify as an

expenses paid for charitable scientific edu- operating foundation for particular taxable

cational or other similar purposes These year private foundation had to spend at

amounts were determined solely on the cash least 85 percent of the lesser of its adjusted

receipts and disbursements method of accounting net income or minimum investment return on

exempt-purpose activities the income test
Distributable Amount.-The distributable and in addition satisfy one of three other

amount represented the minimum payout which was tests termed the assets test the endowment
required to be distributed by the end of the test and the support test Operating

year following the year for which the return foundations were excepted from the income

was filed in order to avoid payment of an distribution requirements and related excise

excise tax for failure to distribute income taxes applicable to private foundations
currently Thjs amount was computed as Distributions made by private foundation to

percent of net investment assets minimum an operating foundation qualified toward

investment return minus taxes on net invest-
meeting the distributable amount Distribu

ment income and unrelated business income tions made to nonoperating foundations were

plus/minus allowed adjustments See Net subject to number of strict conditions and

Adjustments to Distributable Amount for restrictions Additionally donors to operat
definition of allowed adjustments

ing foundations could receive the 50percent
charitable contributions deduction reduced to

Minimum Investment Return.-This was the 30 percent for contributions to nonoperating
aggregate fair market value of assets not used foundations provided under the Internal
for charitable purposes less the sum of in- Revenue Code
debtedness incurred to acquire those assets and

cash held for charitable activities multiplied

by percent The minimum investment return Private Foundations.Private foundations were

was used as the base for calculating the dis- nonprofit corporations associations or trusts

tributable amount with narrow source of funds which operated or

supported social educational scientific

Net Adjustments to Distributable Amount.-- charitable religious and other programs dedi

Adjustments that increased the distributable cated to improving the general welfare of

amount consisted of increases attributable to society By Internal Revenue definition

the income portion as distinct from the private foundation was an organization which

principal portion of distributions from split- qualified for tax exempt status under Internal

interest trusts on amounts placed in trust Revenue Code section 501c3 and was not

after May 26 1969 split-interest trust was church school hospital medical research

trust which was not exempt from tax not all organization an organization with broad public

of whose interests were devoted to charitable support public charity an organization which

religious educational and like purposes and was operated by or in connection with any of

which had amounts in trust for which chari- the above described organizations or an organi

table contribution deduction was allowed zation which tested for public safety The

primary difference between foundations and

Adjustments that decreased the distributable public charities lay in the sources of their

amount were the result of income required to be funding Foundations usually received their

accumulated as part of an organizations govern-
funds from an individual family or

ing instrument This applied to foundations corporation while as their name implies

organized before May 27 1969 whose governing public charities funds were derived mainly-

instrument continued to require the accumulation from large number of sources within the

after judicial proceeding to change the gov- general public

erning instrument was terminated

Sales of Capital Assets.-This item repre
Nonoperating Foundation.-Nonoperating founda sented the net gain or loss from the sale of

tions were organizations that carried on their foundation assets exclusive of those used for

charitable activities in an indirect manner by business purposes Included was profit or loss

making grants in general to other organiza- from sale of items of an investment nature such

tions that were directly engaged in charitable as securities land buildings or equipment
activities rather than engaging in charitable Gain or loss reflected the amount shown on the

activities themselves Nonoperating founda- books of the foundation and included any gain
tions were subject to an excise tax and or loss from the sale of property used for

possible additional penalties for failure to exempt purposes Gain or loss from the sale of

distribute within required time period an business assets was included in gross profit

annual minimum amount for charitable purposes from business activities
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Value of Noncharitable Assets Investment for retaining its public charity status
Assets.--For purposes of calculating minimum it was reclassified as private foun
investment return only the assets that were dation Most often these reclassified

not used or held for use for exempt purposes organizations continued to operate as

entered into the computation An asset was not public charities operating programs or

used directly in carrying out the foundations providing direct services as opposed to

exempt purpose if the asset was not used in the making grants to accomplish charitable

carrying on of charitable educational or purpose Perhaps many of these organi

other similar function which gave rise to the zations could have qualified as operating

exempt status of the foundation foundations but had not requested such

status from the Internal Revenue Service

NOTES AND REFERENCES
16 All references to assets in this article

See Data Sources and Limitations are at their fair market value unless

section of this article for description
otherwise stated

-- of foundatton accounting periods covered
--

by the l9R3 study
Fundacao Calouste Gulbenkian foreign

private foundation not listed in Figure

See Riley Margaret Private Foundation held assets worth $862.2 million and

Information Returns 1982 Statistics paid out $26.1 million in grants for 1983

of Income Bulletin Fall 1985 pp 1-27

Certain data published for 1982 have been 18 The Washington Post Business Outlook

revised and are used for comparison to 1984 January 1984 KS
1983 data cited in this article Updated

1982 data are available upon request from U.S Department of Commerce Bureau of

the Director Statistics of Income Economic Analysis Business Conditions

Division DRS Internal Revenue Service Digest October 1986 59
Washington DC 20224

U.S Department of the Treasury Internal

The required minimum amount is called the Revenue Service Statistics of Income--

distributable amount and is defined Individual Income Tax Returns for 1982

along with other terms used throughout and 1983 Table 1.3

this article in the Explanation of

Selected Terms section U.S Department of the Treasury Internal

Revenue Service Statistics of Income--

The $5.2 billion expended for charitable Corporation Income Tax Returns for 1982

purposes included all related admin and 1983 Table

istrative expenses Effective January

985 ceiling was placed on the amount Capital gains less losses to the extent

of grant-related administrative expenses of the gains were included in the corn-

which foundation could apply toward the putation of net investment income upon

required distribution which an excise tax was levied for most

foundations Generally for 1983 the

.lso included in the $5.2 billion excise tax was percent for domestic

expenditure was $0.6 billion spent by foundations and percent for foreign

operating foundations which were not foundations

subject to the minimum distribution

requirement because they made distribu- All inflationadjusted figures cited in

tions directly for the active conduct of this article were derived using the Gross

tax-exempt activities National Product Implicit Price Defla

tor See Council of Economic Advisors

If an organization failed to meet the Economic Report of the President
Internal Revenue Services requirements February 1986 Table B-3
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Table Number of Foundations Total Revenue and Total Expenses Net Investment Income and Tax Total Assets Net

Worth and Distributions by Type of Foundation and Size of Total Fair Market Value of Assets 1983

Money amounts are in thousands of dollars

Ombursements for Qualding contributions Excess Of revenue

Sue of total
Number

Total revenue Total expenses
exempt purposes gifts and grams paid over expenses

len io value ata
returns Number 01

Amount
Number of

Amount
Nof

Amount
Number

Amount
Nunberof

Amount

tO Ii
All foundations total 2986 29054 1213174 2838 588275 2792 515518 25461 4363354 29098 6248995

Zero or unreported 15 15 600 15 60 15 60 15 609
$1 under $100000 1368 1292 32034 1231 31316 12.11 307444 1044 282644 13231 7181

$100000 under $1000000 10.87 1083 83780 1078 619944 10.589 57941 10151 538681 10.734 217856

$1000000 under $10000000 423 423 2601524 422 156008 4.16 137240 3871 1.092.491 4.227 1041.436

$10000000 under $25000000 54 54 1.12494 54 720.921 54 62964 505 549785 54 404019

$25000000 under $50000000 18 18 99175 18 556923 179 475.653 16 389387 18 434.832

$50000000 under $100000000 91 91 101460 91 516.11 439.02 81 36699 91 498.487

$100000000 or more 93 5240.171 1594.98 93 135099 1.142.76 93 3645184

Nonoperating foundations total 27071 2626 1025667 2559 519490 2522 459805 24233 4264901 2646 5061776
Zero or unreported 15 15 60 15 60 15 .60 15 609
$1 under $100000 12Oli 11.253 30443 10644 291361 10444 286.70 9835 279.704 1170 13.078

$100000 under $1000000 1025 10204 77908 1015 567.043 10.01 53740 9677 527.39 10108 212042

$1000000 under $10000000 3848 384 2.133.043 383 1.235914 3812 110003 377 104191 3.831 897.128

$10000000 under $25000500 481 481 1.04399 48 65008 48 577.62 47 53802 481 393.903

$25000000 under $50000000 161 161 87582 161 496.411 15 426.34 157 38553 161 379413

$50000000 under $100000000 92864 459.824 390341 71 36044 468815

$100000000 or more 87 81 419104 149364 1278.98 87 113127 2.697396

Operating foundations total 278 278 187507 278 687852 270 55713 123 9844 2635 1187219

Zeroorunreported ._

$1 under $100000 1674 1674 15908 1.67 21804 1674 2073 609 2.940 1.522 5897
$100000 under $1000000 621 62 5871 62 52.901 57 4201 481 11.291 62 5814

$1000000 under $10000000 39 39 468481 39 32417 354 27236 50.581 39 144.308

$10000000 under $25000000 8094 7083 52.01 1175 10116
$25000000 under $50000000 21 21 115.931 21 6051 21 4930 11 384 21 55.419

$50000000 under $100000000 14 85963 14 56291 14 4868 654 14 29672
$100000000 or more 104912 10133 7200 11.48 947788

Grantmaklng foundations total 25461 25001 1137701 2546 538407 2546 481217 25461 4363354 2520 5992936

Zero or unreported 152 15 60 15 600 15 609 15 60
$1 under $100000 ............ 1044 998 30139 10444 29290 10444 288073 1044 28264 1044 8465
$100000 under $1000000 .............................. 1015 1015 609099 1015 60747 1015 57152 1015 53868 10060 201620
$1000000 under $10000000 ............................ 3871 3871 216049 3871 1274603 387 117014 3871 1092491 3859 885892
$10000000 under $25000000............................ 50 50 106238 50 66041 589.77 SC 549.78 50 401976
$25000000 under S50000000........................... 16 16 907221 16 50121 16 43647 16 38938 16 406010
$50000000 under $100000000 .............. 81 81 952103 81 479491 41299 81 366994 81 472613
$100000000 or more ..... 91 91 518373 91 1567374 134256 91 1142.7 91 3616361

Grantmaklng-nonoperatlng
foundations total 2423 23771 1012084 24233 5117031 2423 457180 2423 426490 2397 5003812

Zero or unreported .................................... 15 15 60 15 60 IS 60 609

$1 under $100000 ................. 983 937 29888 983 289.74 983 28509 9.83 279.704 9.83 9141

$100000 under $1000000 967 9.67 75860 9.67 561784 9.67 53593 9.67 52739 9579 196.824

$1000000 under $10000000 377 377 207598 377 1209.42 377 1099.51 377 1041.010 3.765 866555

$10000000 under $25000000 478 47 1.02552 47 63489 47 5681 47 538.02 47 390624

$25000000 under $50000000 15 15 857633 15 474.742 15 41453 15 385.538 15 382.892

$50000000 under $100000000......................... 75 75 91256 45218 38902 36044 75 460380

$100000000 or more ..... 419104 149364 127898 113127 2697396

Nongrantmaklnq-nonoperatlng

foundations lotal 284 249 13583 136 77869 99 26256 2490 57964

Zero or unreported .................................

$1 under $100000 ........ 2.17 1.874 5.55 80 161 60 1.611 1874 3937

$100000 under $1000000 57 529 20.47 48 5259 33 1.469 529 15218

$1000000 under $10000000 71 71 57063 26.490 35 52 71 30573

$10000000 under $25000000 18470 15191 9527 3279

$25000000 under $50000000............................ 18191 21669 1181 3479
$50000000 under $100000000 .......................... 1608 7644 1313 8436

$100000000 or more .............

Foofrmotes at end of table



Private Foundation Profile for 1983 325

Table Number of Foundations Total Revenue and Total Expenses Net Investment Income and Tax Total Assets Net

Worth and Distributions by Type of Foundation and Size of Total Fair Market Value of Assets 1983 Continued

amounts are in thousands of dollars

Net reneflue
Net vestment

Eucrse tau on net investment income

tar mariret nalue Cl assets
Number of Number of Number Of Total

Oornestrc organrzauOns Feegn OruanrzutrOns

returns

m500t
returns

Amount
returns

m50rtt

amount Nrrmbeot
Anount

Nurnberst
Amount

t2 13 14 IS 16 17 18 19 20 21 22
All foundatIons total 16941 673430 25171 833944 829 4227431 16684 2514 165965 882

Zeroorunreported

$1 under $100000 6.231 3973 9531 3563 121 lt52 71 9531 71

$100000 under $1000000 6664 33052 1058 358321 3.869 107.743 7.16 10589 716

$1000000 under $10000000 3290 121466 4151 1.34098 247 441.721 26.819 4143 26819

$10000000 under $25000000 43 48422 53 781551 438 30374 15631 53 15.604 27

$25000000 under $50000000 15 481.23 lie 690.671 143 28046 13.810 171 1369 117

$50000000 under $100000000 524.51 91 678910 28621 13585 13571 14

$100000000 or more 83 3659.403 93 445336 279601 8912 88403 724

Nonoperatlng foundations total 1578 548902 2318f 700961 7746 329700 14056 2317 13968 882

Zero or unreported

$1 under $100000 5775 39.00 8611 32.961 106 1t349 65 8.61 65

$100000 under $1000000 6327 32267 996 345581 3725 105492 6.910 9964 6.91

$1000000 under $10000000 300 1048.93 3801 1236.374 2283 40661 24.727 3800 24.727

$10000000 under $25000000 395 46004 484 740963 40 293.02 1483 480 14805 27

$25000000under_$50000000 13 42558 151 59432 12 22211 .......11884 151 117Q7_ 117

$50000000 under $tOO000000 68 48135 60913 255.41 12.t6 1217 14

$100000000 or more 2.711.419 81 3450271 200298 6936 84 68644 724

Operating foundations total 1154 124527 198 132982r 550 930431 26281 1973 26281

Zeroorunreported

unde $100 OOu 45 913 6u8 17 53 53

$100000 under $1000000 337 785 621 1274 14 225 25 62 255

$1000000 under $10000000 283 165.73 354 104609 18 35114 209 34 2092

$10000000 under $25000000 41 24.17 53 40581 10713 799 799

$25000000 under $50000000 5564 21 9634 58351 192 1927

$50000000 under $100000000 43154 14 69774 II 3080 139 14 139

$100000000 or more 947984 100309 79302 19760 1976

Grantmaking foundatIons total 14314 641455 2241 8091673 7798 4133110 16218 22405 161326 857

Zeroorunreported

$1 under $100000 4357 35064 7701 32.228 12t 11525 642 7.705 642

$100000 under $1000000 6.231 310493 10.011 347518 3581 106.02 6.94 10.01 6949

$11300000 unoer sioooouUO ur un no n4

$10000000 under $25000000 411 470481 50 757491 41 29579 1515 499 15123 27

$25000000 under $50000000 14 444891 16 628831 133 24297 1256 16 12463 105

$50000000 under $100000000 490310 81 649691 277278 12994 81 1299

$100900000 or more 81 3630581 91 4.423950 81 2789353 88841 89 88117 724

Grantmaklng-nonoperatlng

foundations total 13622 5411241 2133e 6985530 742 3293134 140072 21328 139216 857

Zeroorunreported

SI under $100000 4053 35059 7.24 30594 100 11349 610 7.24 610

$100000 under $1000000 594 303889 9531 33546 343 10377 6708 9531 670

$1000000 under $10000000 2959 1012604 376 123448 2.25 406523 24689 3.76 2468

$10000000 under $25000000 39 453971 47 735.14 403 29098 14.71 475 14.68 27

$25000000 under $50000000 135 421671 153 592664 125 22210 1184 150 11739 105

$50000000 under $100000000 67 472629 75 606875 62 255409 1213 75 12.137

$100000000 or more 77 2711419 81 3.45027 2002989 69.36 84 68.644 724

Nongrantmaking-nonoperating
foundations total 2164 77784 1849 2408 319 386 494 1845 468 26

Zeroorunreported

$1 under $100000 172 3943 137 2.37 47 137

$100000 under $1000000 38 16 781 43 tO09 289 172 20 433 20

$1000000 under $10000000 47 3633 35 188 24 38 35 38

$10000000 under $25000000 6077 581 2.044 11 11

$25000000 under $50000000 3917 1660 39 27 11

S50000000 under $100000000 8729 2.261 38 14

$100000000 or more

Footnotes at end of table
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Table 1.Number of Foundations Total Revenue and Total Expenses Net Investment Income and Tax Total Assets Net

Worth and Distributions by Type of Foundation and Size of Total Fair Market Value of Assets 1983 Continued

amounts are in thousands of dollars

Total assets Total assets

alsecorities Net worth

Size of total
boot value

book vatue
tao market value

tar market value
____________ _____________

far market value ot assets

Number of Mmoet .a.mount Ot Amount 0t Amount ol Amount

23 124 25 26 27 29 29 30 31 32
All foundations total 2971 56767741 1873 42115499 297U 71934891 18361 5451688 2970 53818344

Zero or unreported

$1 under $100000 1368 38877 562 161.43 1368 398.699 5.574 17570 13.68 365113

$100000 under $1000000 10871 338012 852 1.97915 10871 376.474 8.280 2.24644 10.878 3.325497

$1000000 under $10000000 423 11874.029 3.71 759439 4.23 14053799 3.634 9052.79 4.237 11.270480

$10000000 under $25000000 54 6483.99 51 4810.374 54 8206650 511 6322.191 541 6.178848

$25000000 under $50000000 18 5370.811 17 4.028.453 18 6438921 17 4.772.081 18 5.025.326

$50000000 under $100000000 91 5170681 4175.74 91 6.45789 5.02437 91 4871139

$100000500 or more 93 24.09932 19365944 93 3261417 93 26.92330 93 22781941

Nonoperating foundations total 2692i 4957972 1751 3773151 26921 6352801 17030 4969323 2692 47267904

Zero or unreported

$1 under $100000 12014 34023 5.16 143.68 12014 349483 496 147.020 12.014 316579

$100000 under $1000000 1025 3156971 813 1.926814 10252 352855 7943 219021 10252 3.113.823

$1000000 under $10000000 3.848 1027721 3.42 6872.87 3848 12175.949 3339 8.21363 3848 9986405

$10000000 under $25000000 481 581861 47 4468743 481 7441.049 47 592567 48 5595034

$25000000 under $50000000 161 474331 15 366211 161 570378 15 4352.201 161 4.483.736

$00000000 under $100000000 448029 77 364112 77 551357 4324.75 4195797
$100000000 or more 81 20763081 17016161 81 2881561 2453973 .19.576.531

Operating foundations total ............... 278 718802 122 4383984 278 8406873 1329 482365 2787 6550440

Zero or unreported

$1 under $100000 1.674 48.534 45 17754 1.674 49211 609 2868 1674 48534

$100000 under $1000000 621 22315 38 52338 621 236.181 337 5622 62 211674

$1000000 under $10000000 390 1596.81 29 721520 391 187785 29 83915 39 1284076

$10000000 under $25000000 665382 47 34163 765601 396513 583.814

$25000000 under $50000000 21 62749 366341 21 735.13 419.880 21 541590

$50000000 under $100000000 14 690.38 534624 14 944.321 14 699.623 14 675.342

$100000000 or more 333624 2349771 3798.561 2383.575 3205.410

Grantmaking foundations total 25313 5327352 1750 40444193 25313 67886451 17176 52637095 2531 50967855

Zero or unreported

SI under $100000 10.444 311.88 5118 13950 10.444 332433 5.11 163.614 10.444 288229

$100000 under $1000000 10.15 3.15988 8131 1.905011 10.151 352828 7.89 2.17384 10151 3.119947

$1000000 under $10000000 3.871 10.44023 3433 6.919.774 3.871 12424.87 3.351 8.288.784 3.871 10173482

$10000000 under $25000000 50 601005 481 4608313 50 766411 48 607864 504 5.807.987

$25000000 under $50000000 16 4859.62 161 3.779914 16 586369 15 4496.39 165 4667.21

$50000000 under $100000000 81 4702.45 81 3886.402 81 5.82388 79 4668.517 81 4412.615

$100000000 or more 91 23789.38 91 19.205.277 91 3224918 91 26767287 91 22.498383

Grantmakingnonoperating
foundations total 24081 4877551 16714 37432971 24081 6265370 16280 49357409 24080 46706653

Zero or ported

$1 unde..100000 9.83 283171 4.814 124.204 983 302.85 4661 13720 9.831 259.518

$100000 under $1000000 9.67 297838 7750 1.852.673 967 333375 755 2117620 9.671 2.949925

$1000000 under $10000000 3777 10103601 3374 6835245 377 1200388 329 8177562 3777 9916422
$10000000 under $25000000 478 5699.484 464 4.411.540 478 7.30427 463 5.852.618 477 5.519271

$25000000 under $50000000 155 4595423 151 3590.540 15 5.53119 147 4255931 155 4416.633

$50000000 under $100000000 75 4352361 75 3602601 5.36211 73 4.276.743 75 4068.353

$100000000 or more 20.763.081 81 17016161 28815.61 24539730 81 19576.531

Nongrantmaklng-nonoperating

foundations total 284 804210 799 298543 2843 87431 751 33582i 2843 561251

Zero or unreported

$1 under $100000 2.179 57061 352 19480 217 46.62 304 9.811 2.179 57061

$100000 under $1000000 577 178584 385 74141 577 19480 385 72.594 577 163897

$1000000 under $10000000 71 17361 47 37627 71 17206 47 36.077 71 69.983

$10000000 under $25000000 119131 57203 13677 73059 75763

$25000000 under $50000000 147891 71572 17258 96270 67.102

$50000000 under $100000000 12793 38520 151 .459 48009 127.444

$100000000 or more

Footnotes at end 01 tuble



Private Foundation Profile for 1983

Table Number of Foundations Total Revenue and Total Expenses Net Investment Income and Tax Total Assets Net

Worth and Distributions by Type of Foundation and Size of Total Fair Market Value of Assets 1983 Continued

Money amounts are in thousands of dollars

Mnrum investment Distributable Ouahtyin9 Undetnbuted Eocess thstnbubOnu

Size total
return amount distributions income Or 1983 carryover to 1984

fan market value of assets
Number of

Amount
Numberot

Amount
Number of

Arrrount
NurnberOt

Amount
Nurnberol

Amount

33 1341 135 361 1371 381 39 1401 411 42
All foundations total 2643 321352 2474 2836073 2780 561613l 6252 691016 19469 5184976

Zero or unreported 15 60
Si under $100000 10.79 1685 10031 14813 1196 307.26 2483 3563 8.618 463.782

$100000 under 51000000 1068 17100 1010 157221 10589 591371 211 22.461 7943 1031663
$1000000 under $10000000 4.072 608.65 380 55377 420 1.50241 133 137.041 2.428 1.971.196

$10000000 under $25000000 527 36988 48 336161 53 67750 182 78159 297 644.000

$25000000 under $50000000 17 28355 154 24726 171 509333 55.91 99 382.375

$50009000 under $i00000000 29004 250191 91 457460 70.483 248.171

$100000000 or more 93 1473.5 1276648 93 1570.177 323.397 443.789

Nonoperating foundations total 2454 294722 2474 283607 2508 4834702 6252 691016 19317 5184720

Zero or unreported .15 60
$1 under $100000 9883 15.29 1003 14.813 10.29 286479 2.483 3.563 8.46 463.526

$100000 under Sf000000 10.06 16231 10.10 157221 10.01 54591 2.11 22.461 794 1031663

51000000 under $10000000 380 56241 38C 55377 3824 119613 133 137041 2.42 1.971196

$10000000 under $25000000 48 35037 48 336161 483 582.921 18 78.159 29 644.000

$25000000 under_$50000000 155 257.79 154 247.262 15 427.533 58 55.912 382375
$50000000 under 5100000000 25494 250190 397780 70483 248171

$100000000 or more 1.34408 1276641 1397332 323397 36 443789

Operating foundations total 189 266301 2726 78143 152 256

Zero or unreported

$1 under $100000 913 1564 167 2078 152 256

$100000 under $1000000 62 869 57 45454

$1000000 under $10000000 27 -46.234 371 306282

$10000000 under $25000000 45 19509 51 94588

$25000000 under $50000000 25761 21 81800

$50000000 under $100000000 14 35103 14 59680

$100000000 or more 129.43 172844

Grantmaking foundations total 2349 311405 22636 2822059 2546 516345 5147 68719 18466 5093440

Zero or unreported 15 60
$1 under $100000 877 1480 846 1339 1044 288073 157 2992 7.961 456.505

$100000 under $1000000 1006 16512 962 151991 1015 563.483 1973 2111 760 1.009.277

$i000000 cods $10000000 3.83 56918 3.753 551745 3671 1267.224 1280 135.421 2.428 1.971.196

$10000000 under $25000000 497 358268 477 33347 50- 608651 182 78159 291 596.841

$25000000 under $50000000 163 271071 152 246629 164 43987 58 55912 96 367661

$50000000 under $l00000000 81 27253 71 248177 81 42621 29 70204 248171

$100000000 or more 91 1463057 1276641 91 1549331 323397 38 443789

Grantmaking-nonoperating

foundations total 2243 293275 2263 282205 24231 4805036 5147 687195 18314 5093184

Zero or unreported 15 50
$1 under $100000 8313 1383 8461 13391 9.83 28509 1570 299 7809 456.249

$100000 under $1000000 9579 15687 9.62 151991 9.67 54444 1.973 21110 7.606 1.009.277

$1000000 under $10000000 3753 560351 375 551745 377 119558 1289 135421 2.428 1971196

$10000000 under 525000000 47 347571 47 333474 47 57060 182 7815 291 596641

$25000000 under $50000000 153 257.134 152 24662 15 41572 58 55912 367.661

$50000000 under $i00000000 252892 248177 39563 29 70204 46 248171

$100000000 or more 1344081 81 1276648 139733 323397 38 443789

Nongrantmakinq-nonoperating
foundations total 210 14471 2lOf 1401 851 2966 1106 3821 1003 91536

Zero or unreported _-

Si under Sf00000 157 1451 1571 1418 45 i383 913 571 657 7.277

$100000 under 51000000 481 5.433 481 5231 33 1469 144 1351 337 22386

$1000000 under 510000000 206 2.02 541 47 1619
$10000000 under $25000000 ......................... 280 2891 12321 47159

$25000000 under $50000000 661 633 11810 14714

$50000000 under $100000000 205L 2013 2141 280

$100000000 or more

N/A Not applicable

Esumete should be used seth cautron because of the email number of sample returns on wtrich is based

NOTE Detail may not add to total because of rounding
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Table 2.All Foundations Balance Sheets and Income Statements by Size of Total Book Value of Assets 1983

amounts are in thousands of dollars

Sine of total book value of assets
_____________

Item Total Assets $100000 $1000000 $10000000 $25000000 $50000000 oo coo oco
zero Or

t000oo
under under under under under

___________________________________ ________ unreported ________
$1000000 010.000000 $25000000 050.000.000 $100000000 ________

Number of returns 2986 015 1384 10971 4195 391 166 79 62

Total assets Book value 56767741 390361 357016 13200806 606891 573146 5535153 22270876
Cash total 6.089.111 163594 795693 2.057.371 65207 495884 525833 1.398.670

Non-interest bearing accounts 709311 67.239 145.951 332761 725 45.96 21731 23.061

Savings and temporary Cash investments 537980 9635 649.73 1724604 579.47 449.92 50410 1375.609

Accounts receivable net 28258 6.323 16937 77883 19.484 13635 21.215 127.113

Pledges receivable net 22411 1.681 181 20.543

Grants receivable 64561 6.18 5410 1.22 50 2550

Receivables due from disqualified persons 447 3.68f 131 639

Other notes and loans receivable net 641251 87 6-453 27669 11042 8492 64.391 39.404

Inventones 1328 381 7801 1204 1.404 377 2.107

Prepaid eopenses and deferred charges 24.947 81 20.03 t143 183 921 924

Investments total 46.97598 198349 2521521 9.803.838 4926.1 486814 4574890 20083020

Securities 42.11549 16432 2094761 874044 4411811 4362809 4272295 18.069043

Land buildings and equipment Less accumulated

depreciation 2.25064 1359 101244 21535 140835 125607 95034 1558970

Mortgage loans 448.97 909 21.803 103.724 57.483 57.179 36401 163.285

Other investments 2160833 11321 303.701 744309 316.061 322.550 171151 291723

Charitable.purpose land buildings and equipment Less

accumulated depreciation 169268 7.554 102.591 61044 21028 184.043 140.874 436.897

Other assets 95646 13.661 56844 29231 125719 8109 206633 180187

Total liabilities 2949396 2365t 54680 657661 278481 460174 192140 1282606
Accounts payable and accrued expenses 313.463 12034 6687 62023 27.16 17871 21.042 166.646

Grants payable 1.22294 2.73 6511 12247 43564 219841 126699 701.110

Support and revenue held for future periods 102.67 4413 72.958 1871 4948 1635

Loans from officers directors trustees etc 6.61 521 6081

Mortgages and other notes payable 850.55 7.60 1619 269311 132689 139.36 9.763 275.624

Other liabilities 453.153 1274 2034 130893 5026 7814 33000 139225

Net worth 5381834 366704 351548 1254314 579043 5271290 5343013 20988270

Total revenue 1213174 609 32216f 88392 278439 1123023 1207741 1051391 4758499
Contributions gifts and grants received 3.025097 609 283861 467.767 1050318 313883 294549 401055 213049

Membership dues and assessments 30043 17 1434 18239 8.07 1491 701 91

Interest on savings and temporary Cash investments 824.21 13.02 81528 251.00 103.777 100.883 71159 202.846

Dividends and interest from securities 320939 14533 18810 72085 365731 411022 290702 1218437

Gross rents 177364 48 30391 69.79 2689 1423 17493 18500

Net gain Or toss from sale of assets 4249.28 9.74 7965 496.98 270.04 275.60 207.414 2.909.830

Gross profit from business activities 14764 930 116448 574 11198 529 4418

Other income 46871 931 25739 60749 28871 98754 62339 191328

Total expenses 588275 609 31541 663758 169045 69157 763080 439514 1318337
Contributions gifts and grants paid 4.45027 609 28472 574085 1182633 537223 564689 31764 988.672

Compensation officers 11317 122 5743 41187 15593 13653 1052 25248

Other salaries and wages 27335 1546 11699 2754 33.09 23300 56956

Pension plans employee benefits 597 1871 14.17 5.281 7.411 5.738 25.291

Investment legal and Other professional services 178.80 2591 1361 5559 19969 19823 16300 50.909

Interest 5377 1034 197 24.151 13.52 10.652 420 2011

Taxes 19029 84 1031 4082 1890 36.58 2139 61434

Depreciation and depletion 68.44 2.77 5.23 24545 10077 831 11634 5.855

Occupancy 51.440 821 1.574 22631 5717 4338 3164 13195

Other expenses 443.427 2140 33881 16772 37743 64514 29399 88765

Net revenue less deficit 624899 6741 220168 1093934 431445 444661 611877 3440162
Net revenue 673430 39581 332.78 127794 51407 49589 63195 3442077

Deficit 485.30 32833 11261 18400 8262 5123 20075 1915

Total assets fair market value 71934891 42849 4071821 16459881 8271854 8409471 724920 27044154
Cash total 6102081 16338 79479 2062.037 65298 49664 53272 1399522

Non-interest bearing accounts 74837 74724 16248 343623 73993 45191 24400 23.966

Savings and temporary cash investments 5353703 88.658 632309 171841 578987 451454 508.32 1375.557

Accounts receivable net 283103 6323 17964 7740 19451 13635 21 .215 127113

Pledges receivable net 22.071 1.48 100 20.484

Grants receivable 6538 701 54.10 122 503 2550
Receivables due from disqualified persons 99 203 131 639 12

Other notes and loans receivable net 637.95I 87 67.941 270261 110439 8490 64391 39146

Inventories 66261 38 26.96 34454 1404 377 2700

Prepaid expenses and deferred charges 95891 1543 20959 113 1333 56105 923

Investments total 6106183 237.543 2919423 12.81811 6.96033 7434.398 5945512 24746515
Securities 5451688 20602 2413663 1127468 618567 673004 5337373 22.369419

Land buildings and equipment Less accumulated

depreciation 3543281 1212 162711 675103 349691 229600 39593 1718109

Mortgage loans 439061 806 21803 9907 65781 58.899 35661 149781

Other investments 2.562.59 1132 321.24 76924 359181 415854 176540 509.205

Chantable-purpose land buildings and equipment

Less accumulated depreciation 218069 755 185263 734491 249570 298.914 161597 543302
Other assets 1418.59 1282 61919 395313 22115 77.732 467275 182378

Beginning of year assets book value
total 49665981 382839 332351 11905324 553190r 5201438 4930523 18390441

Selected beginning of year assets

Investments in securities 38248461 16224 202871 776451 395502i 3920.19 383799 16579799

Investment-purpose land buildings and equipment

Less accumulated depreciation 80083 14.04 77523 218961 128.81 143823 52961 164685

Eslirnate should be used with caution because of the small number of sample retums on which it is based

Less Ihan $500

NOTE Detail may not add to total because of rounding
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Table All Foundations Balance Sheets and income Statements by Size of Total Fair Market Value of Assets 1983

amounts are in thousands of doltarsi

Size of total fair maritet value of assets

Item Total
St under f9 $10000000 $25000000 sso.ooo.o

____________________________________________________ ____________
unreported

$100000
$1000000 910.000.000 525000000 550.000.000 $100000000

or more

Number of returns 29863 15 1368 1087 423 541 18 91 93

Total assets Book value 5676774 388770 3380124 1187402 648399 5370811 5170681 24099329
Cash total 608911 163961 77173 19433 67601 508123 39499 1630925

Noo.interest beanng accounts 70931 66.761 145.9 32720 72.71 4663 21.751 28.337

Savings and temporary cash investments 5379.80 97.201 625.83 16161 603.301 46148 373.24 1602588

Accounts receivable net 282.589 6323 1694 6633 2923 13.59 16491 133.674

Pledges receivable net 22.411 1.681 18 20.48 59

Grants receivable 6456 61 5410 1.222 503 2550

Receivables duo rOm disqualified persons 4472 3.68 711 12

Other notes and loans receivable net 641251 871 65.4 2710 106773 85031 54.429 57631

Inventories 13284 38 780 1129 t155 539 2270

Prepaid expenses and deterred charges 24.94 1934 174 1.771 775 1223

Investments total 46975.95 195.471 2355.39 8.65123 5316.82 4.51862 4457244 21481.163

Securities 42.115499 161431 197915 759439 4.810374 4028453 4175.74 19365.944

Land buildings and equIpment Less accumulated

depreciation 2250647 13599 98838 196281 149.404 128.39 56873 1607255

Mortgage loans 44897 9.091 21 .80 10349 4255 65344 39354 167325

Other Investments 2160633 11331 25559 75706 314491 29643 185271 340639

Charitable-purpose land buildings and equipment Less
accumulated depreciation -- 1692687 -- 8461 _10168 56843 21626 18894 139274 469.614

Other ass 956462 13661 5684 292151 11360 53004 106918 32027e

Total lIabilities 2949396 23651 54626 603541 305141 34548 299542 1317388
Accounts payable and accrued enpenses 313.463 1203 6.634 58.92 27.89 14.993 22864 170122

Grunts payable 1.222.940 2739 6511 72.37 88123 98.724 229523 724949

Support and revenue held for future periods 102.672 4.413 72.95 1871 4.84 1.738

Loans torn officers dtrectors trustees etc 6.610 529 6081

Mortgages and other notes payable 850.55 7609 16193 269311 12783 13956 9287 280766

Other liabilities 453153 -- 127 2034 12998 3650 87361 36135 141552

Net worth 5381834 365113 332549 11270481 617884 502532 4871139 22781941

Total revenue 12131748 0609 32034 837800 260152 112494 991755 1014602 5240171
Contributions gifts and grants received 3025097 60l 283861 474687 1051.88 286168 215948 368120 343813

Membership dues and assessments 30.043 17 1.434 1823 807 1491 701 91

Interest on savings and temporary cash investments 824.21 12.673 81.03 227.03 109.06 107.389 60337 226676

Dividends and interest from securities 3209.39 1352 174.26 6t8.89 377439 305.65 28751 1.432110

Gross rents 177364 670 79.56 31.598 19.51 13591 26380

Net gain or loss from sale of assets 4.249.281 9335 76601 41826 28232 266.419 220.819 2975518

Gross profit from business activities 147.64 930 11644 3.67 1300 790 4418

Other income 468711 932 13770 71188 26597 62334 62723 231167

Total expenses 588275 0609 313 16 61994 1560088 720921 556923 516115 1594987
Contributions gifts and grants paid 4.450273 601 282.875 532.26 1.090.454 557.03 396.82 368843 1221.3614

Compensation of officers 113.170 1.221 5.39 39.37 13.501 1322 11.127 29.322

Other salaries and wages 273357 510 108963 29.79 28.395 2678 64312

Pension plans employee benefits 5976 1.87 13.77 4.39 5993 6.322 27.405

Investment legal and other profesaional services 178809 2247 1308 48.68 24.53 17310 19.299 53.650

Interest 53770 1034 197 2415 1292 10930 398 2.362

Taxes 190.298 790 958 36.74 19331 25865 21459 7e521

Depreciation and depletion 6844 2771 523 2164 1109 9.411 1122 7049

Occupancy 5144 821 157 2212 5360 3697 4.090 13774

Other evpenses 443421 2140 3384 1541 42.94 4527 46.565 99229

Net revenue less defIcit 624899 7181 21785 104143 404019 434832 498487 3645184
Net revenue 6734304 39739 33052 121466 484224 481232 524512 3659403

Deficit 485309 32558 11267 17323 80205 46400 26025 14219

Total assets fair market value 71934891 398699 376474 1405379 8206650 6438921 6457898 32614178
Cash total 6.102081 16375 77172 194614 67794 508829 399838 1633850

Non-interest bearing accounts 74837 74.25 162.43 33805 7136 45.86 24.491 31910

Savings and temporary cash investments 5353.703 89.503 60928 1608.08 606581 462963 375.343 1.601940

Accounts receivable net 283.103 6323 1707 6675 29230 13557 16.491 133674

Pledges receivable net 22.071 148 100 20484

Grants receivable 65389 701 54104 1222 503 2550

Receivables due from disqualified persons 990 20 711 12

Other notes and loans receivable net 637.959 87 6889 264579 10678 85.011 54.429 57373

Inventories 66287 38 26.96 1194 3434 539 2.862

Prepaid evpenses and deterred charges 95.890 15.43 20271 1.681 1329 55954 1.221

Investments total 61061831 20737 2.68424 10.560.244 6988.39 5500.881 5554.421 29.566271

Securities 54516887 17570 2.246.440 9052793 6322191 4772081 5024375 26923.305

Lund buildings and equipment Less accumulaf ad

depreciation 354328 1212 156215 629.563 255198 328171 30156 1860451

Mortgage loans 439.061 8.06 21.80 98850 50.78 65.931 40.454 153177

Other investments 2562.591 1148 25979 77903 36021 334701 188031 629338

Charitable-purpose land buildings and equipment

Less accumulated depreciation 2.18069 7.55 136.35 719441 253.28 239843 183.463 640760

Other assets 14185ffi 1282 61919 395149 125717 54.623 192750 575611

BegInnIng of year assets book value
e966596 3806t5i .32566 i0632e36j 5987e2 4960610 40448 19990843

Selected beginning of year assets

Investments in secunties 38.248483 1630101 1.897.1311 66727401 4.42541 3.548.219 3782938 17759032

Investment-purpose land buildings and equipment

Less accumulated depreciation
800.8391 14.0491 75.111 199.221

13346 147.181 50558 181250

Estimate should be used artS caution because of the small numbe of sample returns on which it is based

NOTE Detail may not add 10 total because Of rounding
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Table All Foundations With Total Book Value of Assets of $10 Million or MoreSummary Number of Foundations Total

Book Value and Fair Market Value of Assets Contributions Gifts and Grants Received and Contributions Gifts and Grants

Paid by State 1983

Money amounts are in thousands of dollarsi

Tetal assets Centrlbutlens gifts and grants

Number Book value Fair musket value Received Paid _______
State of Percent

____ ___
of Amount Percent of Amount Percent of Ammnfl Percent Of Amount Percent

returns returns returns returns

10 II 12 t3 14

United States total 67 100 67 3823361 100 671 4949647 100.1 30i 122226 9boi 631 226627 100.0

Alabama

Ataska

Arizona 126341 .3 13185 698 5611 .2

Arkansas .3 35861 .1 4121 .1 150 .1 1.68 .1

California 10 6.261981 16.4 7191281 14 31 21272 17 27813 12.3

Colorado 1.2 33321 .1 43800 197 20823 .9

Connecticut 14 2.1 14 462261 11 518931 11 3094 5758 2.5

Delaware 14 2.1 14 517641 1.4 71183 1652 26.57 1.2

District of Columbia 1.3 241483 .1 45143 .1 231 12.26 .5

Florida 14 2.1 14 4234F 1.1 44668 107 .1 22.109 1.0

Georgia 1.8 12 303.321 .8 46625 .1 2.55 11 17.239 .8

Hawaii ........................... 70811 .1 9645 4302 .2

Idaho ................................

Illinois ............................ 5.3 31 2939313 31 436779 8.1 13071 10 15417 6.8

Indiana.......... 11 411301 1.1 102860 2.1 29 11 64071 2.8

Iowa ................... .3 44062 .1 4429 .1 72 .1 2834 .1

Kansas.......................... .4 4980 .1 5831 .1 1953 .1

Kentucky ................................ .3 152321 .4 152.51 753 .3

Louisiana .................. 9526 .1 15225 .3 443 1964 .1

Maine ...................

Maryland ................................ 10 1.5 11 215961 .1 24762 7884 11278 .5

Massachusetts ..... 12 27897 37500 858 10.38 .5Michigan 19 2.1 19 1603121 2118.02 12733 10.4 156.01 6.9

Minnesota ......... 19 2.1 19 136872 3.1 11 145197 26234 2.1 7426 3.3

Mississippi

Missouri 18 2.7 18 49847 1.3 18 71224 65.38 5.3 38.272 1.7

Nebraska............ 13804 15100 .3 2321 712 .3

Nevada .3 4437 .1 4204 .1 10 2.31 .1

New Hampshre .1 13143 1486

New Jersey 20 2.L 21 1.27490 3.3 188617 3.67 11 47753 2.1

New Mexico .......... 45.80 .1 4666 .1 699 1087
New York ............ 174 251 17 1184476 31 174 1374829 27 162461 13 16 637543 28.1

North Carolina 11 1.1 11 56254 11 86027 533 52681 2.3

North Dakota..........
Ohio .................. 29 4.3 29 695865 29 94312 4637 62.684 2.8

Oklahoma
tI 1.8 523891 1.4 1032313 2.1 634 44.001 1.9

Oregon .4 20226 .1 22005 313 6.093 .3

Pennsylvana 4.7 229307 3917.70 ii 11561 9.5 161646 7.1

Rhode Island .1 1217 11823 1.330 .1

South Carolina .4 48.65 .1 52.42 .1 2.978 .1

South Dakota ........
Tennessee .9 306.981 .1 39012 5684 20555 .9

Texas 61 8.1 61 2924361 61 3897.85 124441 10 19827 8.7

Utah .4 57.689 6419 .1 976 4080 .2

Vermont .1 2443 .1 25.08 .1 32

Virginia 187.74 206381 .4 12.23 .5

Washington Ii 1.I 11 35157 .9 11 40779 2191 19.837 .9

West Virginia

WIsconsin .9 24762 275.68 147 .1 14634 .6

Wyoming ................................

All others NIl 137279 N/ 1.47821 N/ 27 N/ 13 48609 N/A

N/A Nol applIcable

Less than .05 pecenL

NOTE Detal may not add to total because xl roundIng



Private Foundation Returns 1985

By Maiaret Riley

Over 31000 private foundations reported $16.4 billion in foundations differ from other section 501c3 tax-exempt

revenue for 1985 out of which they disbursed $6.3 billion organizations because of their sources of funding Founda

for charitable purposes Approximately 85 percent of the tions usually receive their funds from an individual family

charitable disbursements were in the form of grants to or corporation and from earnings on investments while

organizations engaged in charitable activities After other tax-exempt organizations funds are derived mainly

deducting $7.2 billion in investment expenses grant pay- from large number of sources within the general public

ments and all charitable-purpose operating and adminis-

--trative costs all of which comprise total eensesfOun-
-- --

dations recorded growth in assets of $9.2 billion for the
Private nonoperating foundations primarily through

year
the making of grants support other nonprofit organizations

which carry on tax-exempt charitable activities Founda

Nearly all foundation revenue for 1985 was attributable to
tion grants combined with direct disbursements to accom

contributions received net gain from sales of assets mostly
plish charitable purposes amounts paid to acquire assets

stocks and bonds and interest and dividend income used directly to accomplish exempt functions program-

Much of the net gain was the result of restructuring of
related investments and amounts set aside for future

investment portfolios which foundations were undergoing
charitable projects form what is called foundations

for 1985 and the income from these sales of assets
qualifying distributions Each year nonoperating founda

generally was reinvested Factors which encouraged the
tions are required to pay out in qualifying distributions by

restructuring of portfolios are discussed below in the sec-
the end of the following year an amount equal to percent

tion Analysis of Change in Payout Requirement
of their net investment assets 12-month average of

investment assets plus or minus certain allowed adjust-

Less than out of every 100 grantmaking foundations ments This qualifying distributions rule commonly is re

had total assets with fair market value of $50 million or
ferred to as the charitable-purpose payout requirement

more However these large foundations paid out nearly Under the Tax Reform Act of 1969 nonoperating foun
of every $100 granted by foundations for 1985 In

dations for the first time were required to pay out an annual
contrast the smallest foundations assets under $1 million minimum amount for charitable purposes so as to ensure
paid out roughly $15 of every $100 of grants awarded

that reasonable amount would reach charitable benefi

although they accounted for out of 10 foundations making
ciaries and to provide safeguards against the accumulation

grants
of assets without corresponding distribution for charitable

purposes
Foundation grants range over broad spectrum in terms

of both dollar amount and the needs of the recipients Private operating foundations actively operate tax-

Grants awarded by private foundations also cover wide exempt programs and provide direct services as means

variety of purposes and activities For 1985 foundation of carrying out their philanthropic mission In addition to

grants supported activities ranging anywhere from the making direct charitable-program expenditures some op
4I_

operation of an animal shelter to the training and education erating foundations also make grants

of the deaf to scientific research on ways to reduce the risk tax-exempt organizations As condition of operating
of nuclear war status these foundations are required to expend substan

tially all of their income for the active conduct of activities

BACKGROUND related to their exempt purposes Operating foundations

are not subject to the same payout requirement as nonop

private foundation is nonprofit corporation associa- erating foundations because of their direct involvement in

tion or trust with narrow source of funds which supports charitable programs However in order to retain operating

and sometimes operates programs that are dedicated to foundation status they must make qualifying distributions

improving the general welfare of society The activities of for the active conduct of exempt activities which amount to

private foundation are exempt from income taxes under at least 85 percent of the lesser of their current income or

section 501 c3 of the Internal Revenue Code Private
percent of their net investment assets This requirement

commonly is referred to as the income test They must

Forelgn Special Projects Section Prepared under the direction
also meet one of three additional tests based on assets

of Michael Alexander Chief endowment or sources of support respectively

331
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Because ofthe private nature oftheir sources of funding nonoperating foundations Nine out of every 10 nonoperat

private foundations are in less favored tax category ing foundations and out of every 10 operating foundations

than other organizations which are tax exempt under made grants
for 1985 Unlike the nonoperating founda

Internal Revenue Code section 501 c3 Private founda- tions operating foundations ordinarily fulfill their tax-exempt

tions both operating and nonoperating are subject to an mission by supporting charitable causes through active

excise tax on their investment income with the exception of involvement rather than by making grants to other charita

small number of operating foundations which can qualify ble organizations Some nonoperating foundations were

for an exemption from the tax Additional excise taxes are failed public charities organizations that were once pub-

imposed on foundations engaging in activities which are lic charities but could no longer qualify for that favored

prohibited under the Internal Revenue Code activities status because they failed to maintain the required mini-

deemed not to be in the best interest of the public Also the mum of support from public sources Many reclassified

donors to private nonoperating foundation have gener- nonoperating foundations which were formerly public char-

ally lower limit of tax deductibility for their contributions than ties continued to operate direct charitable programs but

do the donors to an operating foundation or donors to other did not make any grants

section 501 c3 tax-exempt organizations Cash contribu

tions to nonoperating foundation are deductible up to 30 COMPOSITION OF REVENUE

percent of adjusted gross income while cash contributions

to all other section 501 c3 organizations are deductible Figure shows the components of foundation revenue

up to 50 percent for 985 For foundations taken collectively contributions

received comprised the largest share 33 percent of re

of the 31 221 organizations filing private foundation ceipts followed closely by net gain from sales of assets 31

information returns for 985 roughly 90 percent were percent and interest and dividend income 29 percent

r4 ..

iI Figure

Components of Private Foundation Revenue Income Year 985

f_
Size of fair market Percentage of Revenue

vaiueofassets

20 40 60 80 100

Au foundations $164

33% 31% 29% 6%

________________________________________________________________________________________________

Revenue ____________
Under $1 million si __________

billion
___________________________________

68% 6% 21% 5% i3
Revenue

__________
$1 million under ___________________
$25 million billion

49% 20% 25% 6%

____________________________________________________
Revenue

_______________
V/A

$25 million or more $97 _______________

20% 41% 33% 6%

UI _____
Contributions Net

gain from Interest and Other

received sales of assets dividends ft

//
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Contributions accounted for the largest portion of the Figure B.Top Ten Domestic1 Nonoperating Foundations

receipts of foundations with assets under $25 million For FMV of Assets and Grants

organizations with assets of $25 million or more sales of

IMIIIons of Doilarsi

assets most of which were investment assets principally

stocks and bonds played more important role in the ___________________________ ______ ______

composition of revenue as did interest and dividend in- Name B0e Grants

come Organizations holding large amounts of assets rely
________________________ ______ ______

Ford Foundation $4758.9 $4758.9 $168.3

more heavily on investments to generate income for their W.K Kellogg Foundation Trust 3011.3 620.0 76.3

charitable programs and for building up their endowments 2164.8 54.0

than do smaller foundations Foundations having assets Andrew Mellon Foundation 1383.8 936.6 63.5

below $1 million often operate as pass-through organiza-
.1

1345.6 1145.3 36.8

tions holding contributions received in accounts for short Lilly Endowment 1.3296 181.2 27.1

Kresge Foundation 938.3 648.5 4.4

periods of time before disbursing them as grants paid to 10 Carnegie Corporation of NY 715.3 600.5 26.5

other ta-exemptorganjationsThese small organizations
Grantrankings- ----

act like conduit for the funds they receive and do not rely
Grants FMV 01 Book vaiae

on investment income to maintain an endowment base ______________________
p01d assets 01 assets

Ford Foundation $168.3 $4758.9 $4758.9

As was the case for 1983 foundations particularly the Danforth Foundation 112.3 215.1 29.8

W.K Kellogg Foundation Trust 76.3 3011.3 620.0

larger ones continued for 1985 to generate larger share W.K Kellogg Foundation 72.7 97.0 65.4

of revenue from sales of assets principally stocks and 10t1
540 22964 21648

bonds than from interest and dividend income For 1982 Pew Memorial Trust 49.7 1342.1 496.1

sales of assets accounted for less than one-fifth of all
1345.6

Thic rtrr-rrtirtn rra trt orsrtrrvirnotgR rrtthird 10 W.M Keck Foundation 32.0 547.1 547.1

for both 1983 and 1985 Possible reasons for this growth
Aunonaonseredornesc4 dis organeedn the Ses howeve this does

are discussed in the section Analysis of Change in Payout

Requirement presented below

FOUNDATION GRANTS ASSETS AND by the Carnegie Corporation of New York Hewlett reported

INVESTMENTS nearly 11 percent decrease in the value of its assets

between 1983 and 1985 Assets of the W.K Kellogg

vast majority 96 percent of private foundations for Foundation Trust increased by close to $2 billion 173-

1985 had assets under $10 million however these smaller percent increase over the 2-year period The Kellogg

foundations accounted for only one-fifth of all foundation Foundation Trust benefited from rapid increase in the

assets Three percent of all foundations held assets of $10 value of Kellogg Corporation stock 35 percent of which

million to under $50 million and accounted for another was owned by the Trust The increase in the Trusts total

one-fifth of all assets The largest foundations which held assets may have been even larger if the Internal Revenue

assets of $50 million or more formed slightly less than Code had not required it to divest itself of excess business

percent of the foundation population but held the remaining holdings by the end of its 1983 accounting period

three-fifths of the total assets of all foundations Only 127

foundations had assets of $100 million or more for 1985 In addition to making grants of $4.4 million the Kresge

but they accounted for half of all foundation assets Foundation earmarked for future charitable projects $36.1

million which qualified as set-aside distribution for its

Top Foundations 1985 accounting period The Danforth Foundation ranked

second in terms of grant-giving dollars made the largest

Figure lists the top ten foundations ranked both by size single grant for 1985 contributing $100 million to the

of assets and grants paid The 10 largest asset-size foun- Washington University of St Louis While the W.K

dations ranked by asset size held 19 percent of all founda- Kellogg Foundation Trust and the W.K Kellogg Foundation

tion assets while the top 10 grantmakers gave out approx- appear as the third and fourth largest grantmakers it

imately 14 percent of all grants made for 1985 should be noted that the Kellogg Trusts entire contribution

of $76.3 million was made to the Kellogg Foundation The

The top foundations ranked by size of assets for 1985 Foundation redistributed the Trusts contribution as part of

remained virtually the same as those which were ranked the its $79.9 million of qualifying distributions made for 1985 In

highest for 1983 the most recent prior year for which satisying the requirements of pass-through of this

similar information is available However the Hewlett Foun- nature the Kellogg Foundation deducted the redistributed

dation which was ranked number 10 by size of assets for $76.3 million from its qualifying distributions and used only

1983 dropped from the 1985 rankings and was replaced the balance toward meeting the annual minimum payout
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Analysis of Change in Payout Requirement adjustments without regard to foundations income for

the year This change contributed in part to the large

An analysis of the relationships between grants paid and increase in revenue from sales of assets between 1982 and

the selected financial data items presented in Figure for the 1985 With the elimination of the requirement to pay out all

years for which statistics are available suggests that tax law of their investment income if it was higher than percent of

revision enacted under the Economic Recovery Tax Act of investment assets foundations would have been encour

1981 had significant effect on the investment behavior of aged to include in their portfolios more securities which

private foundations The 1981 law changed the way produced higher income yields

nonoperating foundation computed the annual minimum

amount it was required to pay out for charitable purposes As direct result of the 1981 payout requirement legis

lation nonoperating foundations qualifying distributions as

Prior to 1982 foundations generally had to pay out all of
proportion of net investment income column of Figure

their current income for the year if it was greater than had steadily declined since 1979 After 1981 current

percent of assets which were held for investment purposes investment income was no longer considered as factor in

after certain allowed adjustments During periods of high calculating the payout requirement The payout rates

inflation this had an eroding effect on foundation assets shown in column for the years 19821 985 appear to be

and seriously threatened the stability of foundations moving closer to the post-i 981 required minimum payout of

endowment base If foundation was required to pay out all
percent of net investment assets Even though the payout

of its current income and could not reinvest portion of its rates declined during the 19821985 period they were

earnings the real value of the assets of the foundation
consistently above the 5-percent minimum Foundations

would gradually decline in an inflationary environment may have been taking the opportunity provided under the

Because of this foundations opted to include in their 1981 law to reinvest at least part of their earnings to

portfolios not only securities which offered high income
increase the value of their asset base

yields but also large share of those which were expected

to appreciate in value even at the expense of receiving In terms of inflation-adjusted dollars the actual amount of

lower short-run return on their investments
qualifying distributions grew 25 percent between 1979 and

1985 while net investment income more than doubled

Beginning with 1982 the minimum payout became flat The sizeable increase in investment income compared to

percent of net investment assets with certain allowed
the more modest increases in net investment assets and

Figure C.Nonoperating Foundations Investment qualifying distributions can be attributed to three major

Income Investment Assets and Qualifying Distributions factors which influenced foundation investment practices
19791 985

namely favorable market conditions divestitures required
All figures are estimates based on samplesmoney amounts are in millions of dollarsi

by the excess business holdings provision see footnote

Qualifying for explanation and the relaxed distribution rules effective
distributions

Net Net

invest- Invest-
Quality- Nil as as percentage of

for accounting periods beginning after 1981
ing percent-Income year ment ment

distribu- age Net Netincome assets
tons of NA invest invest

NIl NIA
ment ment marked increase 138 percent in net gain from sales of

income assets

____________ _____ ______ _____ _____ assets between 1982 and 1983 provides evidence of the

portfolio restructuring which was product of these three

1979 ..................... $3027 $36527 $3233 8.3% 106.8% 8.9% factors The lowered payout requirement probably encour
1982 ..................... 5077 49072 4554 10.3 89.7 9.3

1983...... 7010 58958 4835 11.9 690 8.2
aged foundations that were heavily invested in appreciable

1985 ..................... 9179 75355 5734 12.2 62.5 7.6 stocks to include more high-yield securities in the mix of

Percentage
their assets It also permitted foundations to retain more of

increase

1979 to 1985..... 203% 106% 77% N/A N/A N/A their income for reinvestment The compounding effect of

Inflation-adjusted
the reinvested income may account for some of the sub-

increase

1979 to 1985 14% 46% 25% N/A N/A N/A stantial increase in net investment income between 1979

N/Anot applicable and 985
NOTES Qualifying distributions ODs has been used in this table to calculate the payout rates

shown in column However foundation can apply excess distributions carried over from

previous years to meet the required minimum payout of percent of net investment assets The

excess distributions item was not available for all of the
years covered by this table Had excess Foundation Investments

distributions been used in the calculations for column the resulting percentages would have been

somewhat higher than those shown

Form 990PF 1985 return line item references and table column explanations Foundation assets reached nearly $100 billion in fair
Part tine 27b

Part IX line market value for 1985 Investments in securities accounted
Part XIII tine

for over three-quarters of total assets Cash mostly in the
Table column divided by table column

Table column divided by table cutumn form of savings money market accounts certificates of
Table cutumn divided by table cdumn

SOURCE Statistics for 1979 1982 and 1983 respectivety are from U.S Department of the deposit U.S Treasury bills and checking accounts made
Treasury Internal Revenue Service Statistics of Income Bulletin Fail 1982 Volume Number

about one-tenth of all assets Cash held by foundationsFaIl 1985 Volume Number and Winter 198687 Volume Number
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rose $4.6 billion between 1982 and 1985 an 80-percent income yield alone was used as measure but that the rate

increase after adjustment for inflation Considering the of return increased as asset size increased when total return

concurrent increase in foundations net investment income was the measure These inverse results obtained by using

and holdings of cash which occurred between 1982 and the two different approaches to measuring rate of return

1985 it appears that foundations chose to invest some of correspond with the different investment philosophies and

their earnings in short-term investments or other interest- objectives of large and small foundations

bearing accounts which together accounted for over 90

percent of the total cash reported by foundations for 1985 Investment expenses as percentage of investments

decreased as the size of the foundation increased This

Foundation investments viewed as proportion of total suggests that larger foundations can more cost efficiently

assets ranged widely by size of foundation Investments manage their portfolios than smaller foundations proba

figured less prominently in the mix of the assets of small ble reason for this lies in the fact that the larger foundations

foundations and increased in importance as the asset size held substantial dollar amounts of investments and could

df organization increased As Figure shows the realize economies -of scale that -were not- afforded to-the

income yield on foundation investments declined as the smaller organizations that held less sizeable investments

foundation asset size increased Figure does not mdi- Small organizations most of which operate with volunteer

cate however the total return income yield plus unreal staff often need to pay fees to financial or legal profession

ized appreciation value of foundation investments and als to manage their relatively small investments Usually an

comprehensive assessment of foundation investment per- initial flat fee is charged for management services regard

formance requires information not only on income yield but less of an organizations asset size and additional charges

appreciation value of investments as well are then assessed based on percentage of the value of

the assets being managed The fees paid by many small

Not all of the information needed to determine the total organizations when compared to their total investments

rate of return on foundation investments was available from were disproportionately higher than the fees or salaries

the Internal Revenue Service Form 990PF returns which paid by larger organizations many of which have invest-

were used as the basis for this article However recent ments that are hundreds of times larger than those of the

study of foundation investment performance commissioned small organizations

by the Council on Foundations concluded that about 46

percent of all foundations followeda total return philosophy FOUNDATION DISBURSEMENTS AND GRANT
as of 1984 the year for which survey on this issue was ADMINISTRATIVE EXPENSES
conducted Over 80 percent of the large foundations

assets of $50 million or more surveyed pursued total Detailed information on private foundation grant admin
return objective compared to 45 percent of small founda- istrative expenses GAE was first required to be reported by

tions assets under $10 million The Councils study further
private foundations on the returns they filed with the Internal

concluded that over the period 19791983 the median Revenue Service IRS for 1985 The requirement to report

annual return rate decreased as asset size increased when these expenses was the result of Congressional hearings

reviewing the effect on private foundations of the Tax

Figure D.SeIected Investment Items by Size of Fair
Reform Act of 1969 which included an emphasis on the

lAli figures are estimates based on samplemoney amounts are in millions of doliarsi
portion of expenses which were related to grantmaking

such as those incurred in connection with responding to
Net Investment income

Investment grant seekers reviewing grant applications and monitoring
Fair market

Percentage
As

expenses ass

awardedi Members of the House Ways and Means
assets

strnenw
ount percentage of total

investments Committee became concerned that some foundations

might have been incurring excessive amounts of adminis

___
trative expenses which were used to satisfy the annual

Und $100000 S813o
83.7% $1O.043 12.4% 0.60/0

charitable-purpose payout requirement Upon seeking sta

$100000 under tistical information regarding private foundation administra

$1 000 000 und

2557 63.9 374 14.6 0.8
tive expenses the Committee found that there were no

$10000000 11652 75.6 1619 13.9 0.9 reliable data available Therefore the Deficit Reduction Act

15520 82.4 1910 12.3 0.6

of 1984 directed the Treasury Department to conduct

$50000000 or more.. 51365 88.0 O82 11.8 0.5 study of the administrative expenses of private foundations

Includes foundations with zero assets and unreported assets

NOrES Detail may not add to total because of rounding

Form 990-PF 1985 return line item references and table column explanations
The 1984 Pct also placed temporary limitation equal to

Tabta column dfeded by Partll line column
0.65 percent of net investment assets on administrative

Part Une 27b expenses incurred for the purpose of making grants
Table column divided by table column

Part line 26 column divided by table column Private foundations could apply these expenses as qual
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ifying distributions toward meeting either the charitable- itable purposes i.e grants paid direct charitable activity

purpose payout requirement imposed on nonoperating operating expenses and associated administrative ex

foundations or the income test imposed on operating penses and incurred as administrative expenses in order to

foundations This temporary limitation on grant administra- carry on grantmaking programs are illustrated in Figure

tive expenses will expire on December 31 1990 unless Ninety-eight percent of the 27279 nonoperating founda

extended by Congress tions reporting total expenses also reported making dis

bursements for charitable purposes and slightly more than

The Congressionally mandated study on the administra- half reported grantmaking administrative expenses

tive expenses of foundations currently is being conducted

jointly by IRS Office of the Assistant Commissioner Em- Nearly 90 percent of all nonoperating foundation ex

ployee Plans and Exempt Organizations and the Treasury penses were incurred to support charitable or other tax-

Departments Office of Tax Policy The statistics and con- exempt activities versus investment activities Grants paid

clusions resulting from this mandated study scheduled for accounted for about nine-tenths of this charitable support

completion by January 1990 will be based on post-IRS Operating and administrative costs made up the remaining

audit information and will be much more detailed than the one-tenth

Statistics of Income SOI foundation expense data pre

sented here The SOI expense data are based on the tax
The cost of maintaining grantmaking programs was equal

returns as originally filed and do not reflect changes made to about percent of the total grants paid out by all nonoper

at later date either by the organization or by IRS after ating foundations The smallest nonoperating foundations

examination Nevertheless they can be considered pre-
assets under $1 million spent about cents in administrative

liminary indication of the eftect of the new rules on founda-
costs for every grant dollar contributed These small organi

tion expenses and their relationship to the payout require-
zations are more likely to have uncomplicated giving pro

ment Since operating foundations were not subject to the grams Grantmaking administrative costs were highest for

payout requirement they are excluded from much of the
organizations with assets between $25 million and $50 million

following discussion of foundation expenses as they relate
which spent little over cents for each dollar paid out in

to the requirement Operating foundations however had to
grants For the 25219 nonoperating foundations which made

exclude from their qualifying distributions the portion of grants the proportion of organizations reporting administra

grant administrative expenses which exceeded the limita-
tive expenses related to grantmaking gradually rose as asset

tion amount For purposes of meeting the income test
size increased ranging from out of every 10 organizations

discussed earlier in the Background section operating
with assets under $1 million to nearly all organizations with

foundations could apply only those qualifying distributions
assets $50 million and over

which were made directly for the active conduct of the

programs for which they were organized and operated
Beginning with 1985 accounting periods private founda

Grants made by operating foundations to other tax-exempt
tion grant administrative expenses which exceeded 0.65

organizations were considered indirect expenditures and
percent of their net investment assets computed on

were not allowed as qualifying distribution but the
3-year average could not be applied toward meeting the

administrative expenses associated with making the grants
required annual payout for charitable purposes nonoper

were considered direct expenditure and were allowed
ating foundations or the income test operating founda

tions For 1985 3691 operating and nonoperating foun

Effective with Income Year 1985 only the portion of

dations reported $91.6 million of excess over the 0.65

grantmaking administrative expenses which did not exceed
percent limitation grant administrative expenses Total

0.65 percent of net investment assets could be counted
grant administrative expenses of all foundations amounted

toward meeting the total percent of net investment assets
to $551.3 million of which $300.5 million was attributable to

which nonoperating foundations were required to pay out
nonoperating foundations

annually for charitable purposes The 0.65-percent limit
The excess GAE which was rQported by 3402 nonoper

was computed on the basis of 3-year average 1983
ating foundations amounted to $59.8 million or roughly

1985 for 1985 one-fifth of all GAE reported by nonoperating foundations

Twelve percent of all nonoperating foundations reported

Private nonoperating foundation expenses for 1985 totalled GAE which exceeded the limitation amount However only

$6.4 billion reducing gross revenue by 43 percent About
percent of all nonoperating foundations failed to meet the

one-sixth of these expenditures was made up of operating
required annual charitable-purpose payout amount be-

and administrative expenses while the remaining five-sixths cause of the limitation However these foundations have the
consisted of grants paid out for charitable purposes 1-year grace period to distribute the required amount

The portions of total expenses reported by nonoperating Roughly four out of every five organizations including

foundations which were allocated as distributions for char- both operating and nonoperating reporting GAE above the
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Figure E.Nonoperating Foundation Expense Items 1985

A5 figures crc cstmats baaxd art samplemoney amounts are tn millions of dotars

Percentage of Percentage of

Percentage of total amount total amount disbursements for

Ex
Total disbursed for incurred to charitable

purposes
pe se em

amount charitable administer incurred to

purposes grantmaking administer grantmaking

programs programs

Total expenses and disbursements $6374 87.4% 4.7% 54%

Contributions gifts and grants paid 5321 9732 N/A N/A

Total operating or administrative expenses3 1053 37.2 28.5 76.7

Compensation of officers 127 59.0 53.1 90.1

Other salaries and wages 108 71.6 53.6 74.9

Pension plans and employee benefits 38 75.2 57.5 76.4

Legal fees 37 45.0 33.1 73.5

_....countingfees .._24 .42.7_ 35.0 ..82.1
Other professional fees 148 17.1 11.7 68.5

Interest 29 38.4 34.4 89.7

Taxes 220 2.9 2.2 76.6

Depreciation and depletion 60 NIA N/A N/A

Occupancy4 35 80.3 75.9 94.5

Travel conferences and meetings 20 88.9 65.5 73.7

Printing and publications 10 82.5 59.8 72.4

Other expenses 196 44.5 28.0 62.8

Foundations must report disbursements for charitable purposes using the cash method of accounting however they have the option to use either the cash or accrual method to report total expenses

lithe accrual method was used the total amount reported for an expense item may include amounts which were actually disbursed in subsequent year or exclude amounts which were disbursed in the

current year but accrued in prior year

Because of the accounting practices followed for reporting expenses only the amount of contributions gifts and grants which was actually paid $5177 billion for 1985 versus accrued was allowed to

be reported as disbursement for charitable purposes For this reason the percentage shown in column for this item is tess than 100 Disbursements of contributions gifts or grants are considered as made

entirely for charitable purposes while expenditures for any other item shown in Figure can be allocated as made for either charitable or investment purposes

Total operating or administrative expenses are the total expenses of the foundation exctusive of contributions gifts and grants paid

Occupancy included rents mortgage interest real estate taxes utilities trash removal and any other service necessary for occupying office space or other facilities

N/Anot applicable

NOTES Detail may not add to total because of rounding

Form 990PF 1985 return line item references and table column explanations

Part lines 13 through 26 column

Part lines 13 through 26 column divided by corresponding items in table column

Part XII lines through 13 divided by corresponding items in table column

Part XII lines through 13 divided by corresponding items in Part lines 13 through 26 column

statutory limit had assets under $1 million Many of the gross investment income Domestic organizations corn-

2779 small nonoperating foundations which reported an puted the excise tax based on investment income from all

excess were not affected by the 0.65-percent limitation on sources while foreign organizations computed the tax

GAE because they usually paid out in qualifying distribu- based on investment income from U.S sources only For

tions nearly all of their current income including invest- 1985 foreign foundations accounted for only percent of

ment earnings These qualifying distributions most often the organizations reporting the tax and only percent of the

well exceeded the required minimum distribution of total amount of tax reported

percent of investment assets despite the limitation on grant

administrative expenses Less than one-half of percent of Under the new rules the excise tax was waived for certain

organizations which reported excess GAE held assets of operating foundations which had been publicly supported for

$50 million or more While less than one-fifth of the founda- at least 10 years or which were classified as operating

tions reporting excess GAE had assets which ranged from foundations as of January 1983 had governing body

$1 million to under $50 million they accounted for well over broadly representative of the genera public as opposed to

four-fifths of the total dollar amount of the excess substantial contributors to the foundation or members of their

family called disqualified persons and had no disqualified

EXCISE TAX ON NET INVESTMENT INCOME persons as officers of the foundation

The excise tax on net investment income is type of The 2-percent excise tax could be reduced to percent

audit tax originally levied on private foundations under for any domestic operating or nonoperating foundation that

the Tax Reform Act of 1969 to provide funds for IRS increased its qualifying distributions for charitable purposes

oversight of foundation activities and the enforcement of by an amount equal to the percent tax reduction based

laws governing their exempt status Effective for tax years on 5-year average The 4-percent excise tax levied on the

beginning in 1985 provision of the Deficit Reduction Act gross investment income of foreign foundations remained

of 1984 altered the excise tax payment requirements Prior unchanged

to the 1984 Act domestic foundations generally paid tax

equal to percent of their net investment income and Figure presents excise tax information for 1982 1983

foreign foundations paid tax equal to percent of their and 1985 as reported by domestic private foundations
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Under the new excise tax provision 283 operating founda- nonoperating foundations was principally given out as grants

tions claimed an exemption from the tax for 1985 This to other organizations that were directly engaged in charitable

meant that fifteen percent fewer operating foundations activities small portion percent of the disbursements of

reported the tax than would have been required under the these nonoperating foundations was attributable to operating

pre-1985 rules Twenty-one percent of the domestic nonop- and administrative expenses applicable to the organizations

erating foundations and 15 percent of the domestic oper- exempt purposes

ating foundations which were required to pay the excise tax

qualified for the 1-percent reduction Charitable program-related investments amounts re

served for future charitable projects and amounts spent to

Foundations able to take advantage of the new 1985 acquire assets used for charitable purposes added to the

excise tax rules reported $32.2 million less in the excise tax $5.6 billion of disbursements made by nonoperating foun

on investment income or 16 percent less than they would dations resulted in total qualifying distributions for 1985 of

have under the old rules assuming that the activities of $5.7 billion Qualifying distributions were those distribu

private foundations did not change significantly as result tions which counted toward meeting foundations re

of the tax law revision Close to 5300 domestic foundations quired annual payout for charitable purposes Nonoperat

qualified for the 1-percent tax reduction collectively reduc- ing foundation qualifying distributions taken collectively

ing their tax by $20.2 million and increasing their qualifying exceeded the amount required to be given out for 1985 by

distributions for 1985 by at least that amount $2.1 billion or more than half the required amount In spite

of this substantial excess of qualifying distributions over

CHARITABLE DISTRIBUTIONS required payouts nonoperating foundation assets for 1985

reached $86.5 billion an all-time high

For 1985 private foundations disbursed total of $6.3

billion in support of charitable activities Operating foundations There were 21852 nonoperating foundations with ex

were responsible for 11 percent of the disbursements about cess distributions to carry over to 1986 These represent

$705 million mainly for their own direct active involvement in 76.3 percent of the 28649 nonoperating foundations

tax-exempt activities The remaining $5.6 billion disbursed by Twelve percent of the foundations that had payout require

ment for 1985 used at least some of their unapplied
Figure F.Domestic Foundations Reporting Excise Tax on

qualifying distributions carried over from the previous
Net Investment Income 1982 1983 and 1985

years to meet the 1985 payout
All figures are estimates based on samplesmoney amounts are in millions of doltarsj

Income Year

Item
SUMMARY

1982 1983 1985

For 1985 private foundations disbursed $6.3 billion for

All domestic foundations charitable purposes including $5.2 billion in grants to

Number of returns organizations carrying on tax-exempt activities These grant

with excise tax 23238 25145 25759 payments amounted to 32 percent of total foundation
Total excise tax $110.4 $166.0 $167.6

Operating foundations
revenue reported for the year Contributions received by

foundations collectively made up the largest portion 332-percent tax

Number of returns 1945 1973 1406 percent of their $16.4 billion of total revenue Net gain from
Amount $9.3 $26.31 $4.0

sales of assets primarily investment assets was close
1-percent tax

Number of returns N/A N/A 256 second as major component of revenue only percent-
Amount N/A N/A $0.6

Number of returns claiming
age points behind contributions received

exemption from tax N/A N/A 283

Nonoperating foundations look at the composition of revenue when foundations

2-percent tax
are classified by size of assets reveals very different

Number of returns 21293 23173 19083
Amount $101.1 $139.7 $143.4 picture from that revealed when all foundations are consid

1-percent tax ered Sales of assets were responsible for very small
Number of returns N/A N/A 5014
Amount N/A N/A $19.6 portion of the revenue of foundations which had assets

The substantial increase in excise taxes reported by operating foundations between 1982 and under $1 million while contributions received accounted
1983 in large part can be attributed to the Paul Getty Trust which for 1983 reported 495-percent

for over two-thirds of these organizations revenue for 1985
increase over 1982 in the arnountof net investment income on which the tax is computed lhe

increase largely was due to net garn from the sale of Getty oil stock For 1985 Getty qualified for Foundations with assets of at least $1 million but less than
the

exemption from the tax Excluding Getty from the table the amounts shown br the 2-percent

tax reported by operating foundations for the years 1982 and 1983 would be $6.2 million and $7.5 $25 million received nearly half of their revenue from
million respectively Had Getty not been exempt from paying the 2-percent tax for 1985 the

amount shown for that year would be $11.3 million contributions one-fourth from interest and dividends and
N/Anot applicable

one-fifth from sales of assets The largest source of revenue
NOTES Detail may not add to total because of rounding

Excise tax shown for 1985 is from Form 990-PF Part VI line for organizations with assets of $25 million or more was
SOURCE Data for 1982 arid 1983

respectively were from issues of the Statistics of Income

Bulletin for Fat 1985 Volume Number and Winter 1986-87 Volume Number income realized from sales of assets which accounted for
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little over two-fifths of total revenue The second largest of $10 million or more since these were the returns that

source interest and dividends accounted for one-third of dollar-wise accounted for most foundation activity The 930

their total revenue Contributions received less significant returns in this group accounted for approximately 49 per-

source of revenue for these largest foundations accounted cent of all the returns in the sample and 77 percent of the

for only one-fifth of total revenue book value of the total assets of all foundations The

remaining 975 returns in the sample were randomly Se-

Foundation assets reached nearly $100 billion for 1985 lected at various rates depending on the asset size and

35-percent increase since 1983 the most recent prior year for date selected

which similar data are available 1981 tax law change and

favorable marlt conditions between 1982 and 1985 had The population from which the sample was drawn con-

positive effect on private foundation earnings Under the 1981 sisted of private foundation records posted to the IRS

law nonoperating foundations no longer were required to pay Business Master File between 1986 and 1988 Some of the

-out all- of--their -current- investment income if- -it--exceeded records designated were- for- organizations that were
percent of their investment assets After adjustment for infla- deemed inactive or terminated Inactive and terminated

tion income earned from their investments mostly interest
private foundations are not reflected in the estimates

and dividend income and realized capital gains more than
Prior-year returns were substituted for the small number of

doubled between 1979 and 1985 and net investment assets
large private foundations for which 1985 return had not

increased 46 percent during the same period Based on
yet been filed or was otherwise unobtainable for inclusion in

foundation payout model constructed by the Council on the study Sample weights applied to small organizations

Foundations the period 1984 to 1985 showed the highest were revised upward to compensate for missing returns in

level of percentage increase in investment returns since the
that category

1953 to 1954 period

The data presented were collected from returns as
As result of 1984 tax law revision the excise tax on net

originally filed In most cases changes made to the original

investment income reported by private foundations was
return as result of an IRS examination or taxpayer

$32.2 million less than it otherwise would have been
amendment were not incorporated into the data base

assuming that the activities of private foundations did not

change significantly as result of the tax law revision

Twenty percent of all foundations that were liable for the tax
Because the data presented are estimates based on

qualified for 1-percent tax reduction because they in-
sample they are subject to sampling and nonsampling

creased their qualifying distributions by at least the same error To use the statistical data properly the magnitude of

amount The 1-percent tax reduction was claimed by 256 the sampling error should be known Coefficients of varia

operating foundations and 5014 nonoperating founda- tion CVs are used to measure that magnitude

tions Fifteen percent of all operating foundations reporting

net income from investments claimed an exemption from Figure presents approximate coefficients of variation

paying any excise tax under the new law for frequency estimates of private foundation returns with

less than $10 million in assets Returns with assets of $10

DATA SOURCES AND LIMITATIONS million or more were selected at prescribed rate of 100

percent therefore this category is not subject to sampling

The statistics in this article are based on sample of error The approximate CVs shown here are intended only

Income Year 1985 private foundation returns Forms 990 as general indication of the reliability of the data For

PF filed with the Internal Revenue Service The 1985 Form number other than those shown below the corresponding

990PF was required to be filed by organizations which CVs can be estimated by interpolation

had accounting periods beginning in that year accounting

periods ending December 1985 through November 1986
Figure G.Coefficlent of Variation Table 1985

Forms 990PF filed by nonexempt charitable trusts and
Estimated number of returns by size

certain taxable foundations were excluded from the study of vatue of total assets

The sample was stratified based on size of book value of Approximated

Under coefficient

$100000 $1000000 of variationtotal assets and selected at rates that ranged from 0.7 $100000
under under

or not
$1000000 $10000000

percent to 100 percent The 1905 returns in the sample reported

were drawn from an estimated population of 31221

12600 8600 3100 .025

The 1985 sample was designed to provide the most iosoo 6100 1900 .050

reliable estimates of total assets and total revenue based on 8800 4100 1200 O75

6900 2800 700 .100

small number of returns The methodology employed was 4300 1500 400 .150

to include in the sample all returns with assets book value
2000 600 100 .250
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discussion of the reliability of estimates based on tion was allowed Recoveries of amounts previously treated

samples and the use of coefficients of variation for evaluat- as qualifying distributions also had to be added back to the

ing the precision of sample estimates can be found in the distributable amount

general Appendix to this publication

Adjustments that decreased the distributable amount were

EXPLANATION OF SELECTED TERMS the result of income required to be accumulated as part of an

organizations governing instrument These adjustments were

The following explanations describe terms as they ap-
allowed only to foundations organized before May 27 1969

plied to private foundations for 1985 whose governing instrument continued to require the accu

mulation because State Courts would not allow the organiza

Assets Zero or Not Reported.lncluded in this asset tion to change its governing instrument

size category were final returns of liquidating or dissolv

ing foundations which had disposed of all assets and Nonoperating Foundations.Nonoperating founda

returns of foundations not reporting end-of-year assets that tions were organizations that carried on their charitable

apparently distributed all assets and income received dur- activities in an indirect manner by making grants in gen

ing the year eral to other organizations that were directly engaged in

charitable activities rather than engaging in charitable

Disbursements for Charitable Purposes.These de- activities themselves However some nonoperating founda

ductions represented grants paid and other expenditures tions were actively involved in charitable programs in

for activities that were directly related to the tax-exempt addition to making grants Nonoperating foundations were

purposes of the foundation Included were necessary and subject to an excise tax and possible additional penalties

reasonable administrative expenses paid for charitable for failure to distribute an annual minimum amount for

scientific educational or other similar purposes These charitable purposes within required time period

amounts were determined solely on the cash receipts and

disbursements method of accounting as required by law or Operating Foundations.Operating foundations gen
regulations erally expended their income for direct active involvement

in tax-exempt activity such as operating library or

Distributable Amount.The distributable amount rep- museum or conducting scientific research To qualify as an

resented the minimum payout which was required to be operating foundation for particular taxable year private

distributed by the end of the year following the year for foundation had to spend at least 85 percent of the lesser of

which the return was filed in order to avoid being subject to its adjusted net income or minimum investment return on

an excise tax for failure to distribute income currently This the direct active conduct of exempt-purpose activities the

amount was computed as percent of net investment income test and satisfy one of three other tests termed

assets called the minimum investment return minus the assets test the endowment test and the support

taxes on net investment income and unrelated business test Operating foundations were excepted from the in-

income plus or minus allowed or required adjustments come distribution requirements and related excise taxes

See Net Adjustments to Distributable Amount for applicable to nonoperating foundations Distributions made

definition of allowed adjustments by private nonoperating foundation to an operating

foundation qualified toward meeting the distributable

Minimum Investment Return.This was the aggre- amount Distributions made by one nonoperating founda

gate fair market value of assets not used for charitable tion to another were subject to number of strict conditions

purposes less the sum of indebtedness incurred to acquire and restrictions requiring pass-through of the distribu

those assets and cash held for charitable activities multi- tion whereby the donor foundation received credit for

plied by percent The minimum investment return was qualifying distribution but the donee foundation did not
used as the base for calculating the distributable amount Additionally contributions to operating foundations were

deductible on the tax returns of the donors up to 50-percent

Net Adjustments to Distributable Amount Adjust- of their adjusted gross income reduced to 30 percent for

ments that increased the distributable amount consisted contributions to nonoperating foundations provided under

of increases attributable to the income portion as distinct the Internal Revenue Code
from the principal portion of distributions from split-interest

trusts on amounts placed in trust after May 26 1969 Private Foundations.Private foundations were non
split-interest trust was trust which was not exempt from profit corporations associations or trusts with narrow

tax not all of whose interests were devoted to charitable source of funds which operated or supported social edu

religious educational and like purposes but which had cational scientific charitable religious and other pro
amounts in trust for which charitable contribution deduc- grams dedicated to improving the general welfare of soci
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ety By law private foundation was an organization which All references to assets are stated at their fair market

qualified for tax-exempt status under Internal Revenue value unless otherwise indicated

Code section 501c3 and was not church school

hospital medical research organization an organization The Foundation Center National Data Book 11th

with broad public support in the form of contributions or Edition New York 1987

income from tax-exempt activities an organization which

was operated by or in connection with any of the above For an in-depth discussion of Internal Revenue Code
described organizations or an organization which tested section 501c3 organizations other than private

for public safety The primary difference between founda- foundations see Hilgert Cecelia Nonprofit Charita

tions and public charities lay in the sources of their funding ble Organizations 1983 Statistics of Income Bulletin

Foundations usuall.y received their funds from an individual
Spring 1987 Volume Number

family or corporation while as their name implies

public charities funds wr derivedrnainly from .large -- Activities termed- charitablet refer to any tax-exempt-
number of sources within the general public

activities which are educational social scientific char

itable or religious in nature
Sales of Assets.This item represented the net gain or

loss from the sale of foundation assets exclusive of gross
If an organization failed to meet the Internal Revenue

profit or loss from sales of inventory items foundation
Services requirements for retaining its more favored

makes to sell to others or buys for resale Included was
tax status of public charity it was reclassified as

profit or loss from sale of items of an investment nature such

as securities land buildings or equipment Gain or loss
private nonoperating foundation Most often these

refected the amount shown on the books of the foundation
reclassified organizations continued to operate like

and included any amount from the sale of property used for public charities operating programs or providing di-

tax-exempt purposes Most of the amount reported by
rect services as opposed to making grants to accom

foundations as net gain or loss from sale of assets on their plish charitable purpose Perhaps many of these

Forms 990PF was from sales of stocks and bonds Profit organizations could have qualified as operating foun

or loss from the sale of inventory items was included in dations but had not requested such status from the

gross profit loss from business activities Internal Revenue Service

Value of Noncharitable Assets Investment Assets Information on the W.K Kellogg Foundation Trusts

For purposes of calculating minimum investment holdings of Kellogg Corporation stock was obtained

return only the assets that were not used or held for from the Council on Foundations Washington DC
tax-exempt purposes entered into the computation An Under the excess business holdings provision of the

asset was not used directly in carrying out the foundations Internal Revenue Code foundations which on May 26
exempt purpose if the asset was not used in the carrying on 1969 held more than 75-percent interest either in

of charitable educational or other similar function which the voting stock or in the value of all classes of stock in

gave rise to the exempt status of the foundation business enterprise generally were required to dis

pose of certain amount of that interest to reach

NOTES AND REFERENCES permissible level of holdings within the 15-year period

ending on May 26 1984

Throughout this article.contributions gifts and grants

are referred to collectively as grants USA TODAY How Foundations Spend Their Money
December 15 1987

Foundation disbursements for charitable purposes

could include amounts paid out in grants direct Comparative statistics are being used for the years

expenditures to operate charitable program or ac- 1974 1979 1982 and 1983 because they are the

tivity and all necessary and reasonable administrative years in which Statistics of Income SOI data are

expenses which were incurred in implementing the available SOl studies of private foundations were not

foundations charitable purposes conducted for any omitted intervening years between

1974 and 1985 Certain data published for 1982 have

In addition to adding the $9.2 billion of excess revenue been revised and the revised data have been used in

over expenses to their asset base foundations also the comparisons contained .in this article Updated

reported other adjustments mostly due to unrealized 1982 data are available upon request from the Direc

appreciation or depreciation to the value of their tor Statistics of Income Division RS Internal Revenue

assets at the end of their 1985 accounting periods Service Washington DC 20224
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All inflation-adjusted figures cited in this article were See Salamon Lester and Voytek Kenneth

derived using the Implicit Price Deflators for Gross Managing Foundation Assets An Analysis of Founda

National Product contained in Council of Economic tion Investment and Payout Procedures and Perform-

Advisors Economic Report of the President February ance Report to the Council on Foundations The

1988 Table B3 Foundation Center 1989
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PRIVATE FOUNDATIONS AS INVESTORS AND DISTRIBUTORS OF TAX-EXEPPT

CHARITABLE DOLLARS 197487

Alicia Meckstroth Internal Revenue Service
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Through an examination of financial data and fund charitable activity most often in the form

legislative and economic forces from 1974-87 of grantmaking foundation invests its

this analysis discusses trends within the area endowment in order to realize return on assets

of private foundations It begins with that will fulfill the payout requirement and

profile of foundation data follows with an often enable the foundation to grow and exist

explanation of the role of foundations in permanently

society and describes this role in light of the In 1987 there were approximately 32700
economic theories and legislative changes that nonoperating foundations The analyses in

relate to foundations It focuses particular this paper will focus only on nonoperating
attention on the changes following the passage private foundations as opposed to operating
of the Economic Recovery Act of 1981 The Act private foundations Nonoperating foundations

changed the way that foundations calculate the comprise approximately 91 percent of the found
---- --required -charitable payout amount --Although- the-- -at-ion -population in number and over 90 -percent

Act resulted in lower charitable distributions in fair market value of assets The two types
in the short-run in the longrun charitable of foundations function differently In

distributions have increased This paper 1987 these nonoperating foundations held

analyzes the changes in charitable distributions $103.2 billion in fair market value of

and assets and considers them in light of assets and distributed $7.4 billion to

investment returns It examines charitable charitable purposes current dollars
payout rates rates of return income yields Interestingly less than .5 percent of all

and the rates of changes in total distributions foundations those with fair market value of

and assets By so doing it seeks to better assets equal to or greater than $100 million
understand the decisionmaking behavior of the held 52 percent of total assets The smaller

different Sizes of foundations foundations those with less than $1 million in

assets accounted for 80 percent of the total

FOUNDATION PROFILE number but held only percent of the total

assets
Almost 36000 private foundations in 1987 From 1974 to 1987 foundations increased

represented approximately 10 percent of all charitable distributions by 45 percent Since

taxexempt nonprofit organizations recognized 1979 the first year for which fair market value

under section 501c3 of the Internal Revenue data were available assets increased by 63

Code Of these organizations foundations held percent The Gross National Product GNP
approximately 15 percent of assets All of them increased by only 21 percent during the 197987
distributed over $8 billion in 1987 current -period To more closely analyze this period
dollars mainly in the form of grants to mdi from 197982 foundation fair market value of

viduals and other nonprofit groups in order to assets increased by percent while the GNP

support areas such as research education corn declined percent Then from 198287
munity needs and cultural programs foundation assets grew 56 percent-a large

Foundations typically originate from single increase in comparison to 22 percent growth

contribution by wealthy individual family or rate in the GNP These figures indicate

sometimes corporation They differ from other significant level of growth for the foundation

501c3 taxexempt organizations in their sector during this time period All dollar

sources of financial support The other amounts rates and percent changes throughout

501c3 taxexempt organizations hereafter the text unless otherwise indicated are

referred to as nonprofit charitable organi calculated using 1982 constant dollar

zations include groups such as hospitals figures
educational institutions religious groups and

social welfare agencies They typically rely on THE ROLE OF PRIVATE FOUNDATIONS

funding received from wide variety of public

sources These groups tend to impact society On account of their important charitable

through funds and public donations realized in initiatives and resources foundations represent

one year and then utilized in the same or next an example of pluralism in American society

year Foundations on the other hand typically Pluralism illustrates the ability of private

receive donations from one wealthy individual or forces supplementing the role of government to

family and then make distributions from an effectively impact society Donations to estab
endowment that grows over time lish or support foundations qualify for

In addition to their base of support federal income tax-deduction of up to 30% of the

foundation donors uniquely benefit by main donors adjusted gross income This compares

taming control in part over the investment to 50% for donations to operating foundations

and distribution of the foundations money and to other nonprofit charitable organiza
Current Federal tax law requires that private tions In essence the government grants donor

foundation fulfill payout requirement by deductibility and sacrifices tax- revenue on

charitably distributing fixed percentage of foundation income in exchange for foundation

its asset base now 5% each year In order to charitable dollars and initiatives Techni

349
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cally when foundation originates the donor efficiently
receives an immediate tax deduction for the Supply-side economic theories can help to

entire amount used to establish the foundation explain the formation and behavior of

Although the donation grows as charitable foundations These explanations indicate that

endowment for the future the foundation gives foundations form and exist due to recognition of

only percentage of the deductible amount to public need for charitable resources and as

charitable causes each year And since the response to the pluralistic forces that operate

individuals controlling the foundations within the American social and political

indirectly possess the power to influence social arena.4 Individuals possess the incentive to

programs policy and research there are those form foundations and supply charitable dollars

who may view foundations with degree of due to recognition of societal need and

skepticism and feeling that along with the subsequent desire to alleviate this need The

benefits foundations provide they not only supply explanation also supports the notion that

represent pluralism in society but also the incentive of tax deductibility influences

elitism Since the base of financial support individuals to form foundations Although the

for foundation is relatively narrow the tax benefits are not as great as those for

government recognizes that greater potential donations to other charitable organizations the

for abuse exists and therefore increases its donor does benefit by maintaining influence over

measures of regulation On account of this the investment and use of the charitable

policymakers attempt to balance the regulation dollars In effect foundations provide tax

of foundations with respect for the private effective manner by which an individual or group

ownership of foundation assets and the important of individuals can publicly achieve altruistic

charitable distributions given to society goals and impact social policy and programs It

would prove interesting to know the relative

ECONOMIC ANALYI importance of each factor for donor supply

response to need desire for power and

Private foundations represent unique entity prestige or the incentive of tax deductions

within the framework of the American market when deciding to form or give to foundation

economy The economics of foundation behavior Interestingly from 198287 the number of all

differs from that of both profitmaking firms foundations increased by 26 percent This

and other nonprofit organizations Foundations compares to percent increase from 197482
possess great deal of freedom in the distri This difference more than likely results from

bution and management of their uoney and combination of factors such as the recognition

unlike profitmaking organizations they do not of social need in light of domestic budget cuts

always face the same incentives for efficiency during the 1980s changes in tax-deductibility

that exist in totally competitive market benefits to donors the capital gains tax rate
environment and the 1981 Economic Recovery Act to be

In manner similar to for-profit organiza discussed later
tions and different from many other nonprofit

groups foundations devote considerable amount LEGISLATIVE HIGHLIGHTS THROUGH 1969

of attention to investment management This

especially applies to the larger foundations By granting tax-exemption to private founda
which tend to operate with the goal of tions policymakers intend that foundations

permanent existence attainable through capital distribute more dollars to society than the cost

appreciation of the endowment These groups of the foregone tax revenue Since foundations

also possess the resources necessary to devote function in unique manner it becomes

to skillful investment and risk management difficult to quantitatively ascertain the amount

They do have an incentive to maximize return on of tax revenue lost Due to this reason and the

investment since to successfully meet the power held by foundations legislative changes

payout requirement and avoid an erosion of the since the early 1900s have typically involved

endowment they must realize rate of return the regulation of foundations In order to best

equal to percent plus the rate of inflation understand the historic complexity of the

However unlike for-profit groups foundations Federal viewpoint towards private foundations
do not distribute dividends or income to owners an examination of important legislative changes
and shareholders and thus are not accountable relating to foundations follows.5
in this manner However they are indirectly Charitable activity by benevolent organiza
accountable to strong donor desire to tions similar to presentday foundations began

perpetuate the endowment of the foundation in the mid-to-late 19th century The Federal

Foundations also differ from for-profit groups government began to grant taxexempt status to

and from many nonprofit groups in that they these organizations and taxdeductibility for

typically do not compete for consumers On the individual and corporate charitable donations in

contrary consumers e.g grant-seekers the early 1900s These exemptions and deduc
usually compete for foundation dollars An tions resulted in part from budgetary

exception to this occurs when several founda- pressures relating to World War involvement

tions compete to fund high visibility Policymakers expected that these incentives

project Although foundations do not actively would encourage private philanthropy that would
compete in the market they can act as in effect replace the need for government

constraining force on the nonprofit organiza- funding of certain societal needs
tions that they fund When nonprofit groups In 1912 the Walsh Comission conducted

compete for foundation dollars this competition Congressional study to determine the amount and

can give these groups an incentive to operate effects of the wealth and power of foundations
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The group recommended that foundations legally distribute the required amount by the
distribute all of their income each year but end of the following tax year it still in
not pay out amounts in excess of 10 percent of directly encouraged relatively conservative

underlying principal or corpus This recomen- foundation investment policies Since founda
dation indicates some degree of Congressional tions wanted to manage investments in order to

intent for foundations to operate if not in achieve return either realized or unrealized

perpetuity then by an investment strategy that gains which would result in the lowest possible
would allow charitable distributions well into distribution requirement the Act in effect
the future encouraged relatively conservative investment

Suspicions began to arise after gradual policies in terms of the portfolio mix and level

observance of abusive activities committed by of risk In order to maintain its endowment
small number of foundations An evolving foundation typically needed to yield an annual

concern over the freedom granted to foundations rate of return equal to percent at that
led Congress in 1934 to prohibit foundations time plus the rate of inflation This often
from using their money and power to impact proved difficult for many foundations The high
political campaigns and/or legislation Several inflation rates during the 1970s also added to

years later the Revenue Act of 1943 required concern about continual erosion of foundation
that foundations file annual reports and endowments

information _returns with the IRS Then the in 1976 Congress enacted legislation that
1950 Revenue Act outlined prohibited lowered one- part of--the required- payoutamount --

activities and imposed regulations on by changing the percentage from in most cases
foundations concerning unrelated business percent to percent of assets The reduced
income excess business holdings excessive rate allowed some foundations an added edge in

accumulations of income speculative investing meeting the charitable distribution require-
political lobbying and selfdealing In 1954 ment Similarly in 1978 Congress lowered the
the Reece Comittee recommended that foundation effective excise tax rate from percent to

existence be limited to 10-25 years and that all percent for domestic foundations This also
income earned be charitably distributed within allowed foundations an additional amount to

2-3 years Nothing resulted from this and either distribute or reinvest

then in 1965 the Treasury Department issued The most significant legislative change
report indicating greater commitment to however came with the passage of the Economic

eliminating abusive foundation activities rather Recovery Tax Act of 1981 This change
than to limiting the foundation lifespan significantly altered the method by which

The 1965 Treasury Department report later foundations computed the charitable payout
resulted in new tax regulations outlined in the requirement It eliminated the use of adjusted
Tax Reform Act of 1969 Interestingly net income and used only the percentage of

40-year time cap on the exempt status of investment assets to compute the required payout
private foundation was proposed as part of the amount Through this Act policyrnakers hoped to
1969 Act but ultimately not included in the increase the long-run amount of foundation

passed legislation Additionally this Act charitable distributions by allowing foundations
subjected foundations to an annual percent greater opportunity to increase the value of

excise tax on investment income intended to their endowments thus increasing their giving
cover the cost of IRS oversight of foundation power
activities and two-tier system of penalty This change in effect increased the fairness
taxes The IRS imposed these penalty taxes on of the requirement since change in assets
the 1950 Revenue Act prohibited activities and encompasses both realized and unrealized changes
on required charitable dollars that foundations in the endowment and thus better measures the

failed to distribute by the end of the following entire endowment In comparison the calcula
return year tion based on the adjusted net income measures

The most significant portion of the 1969 Act only realized changes Before 1981 those
was the development of the first charitable foundations earning realized income that

payout requirement This legislation required exceeded the percentage of assets seemed to be

that foundations distribute each year an amount indirectly penalized since the unrealized

equal to the greater of either adjusted net changes in their endowment were not considered
income or fixed percentage of fair market in the computation of the payout requirement
value of assets The adjusted net income Therefore the change seemed to create more
amount basically represents realized income on favorable investment environment particularly
investments excluding longterm capital gains for the smaller foundations Smaller founda
By comparison the change in assets encompasses tions tend to hold greater proportion of fixed
both realized and unrealized gains in the income yield investments that earn proportion
endowment The charifble dollars dispersed in ately high realized income However the
order to satisfy this requirement are called data indicate that the larger foundations
qualifying distributions rather than the smaller tended to take

advantage of the change by distributing
THE TWO PAYOUT REQUIREWNTS proportionately less after 1981 and then

re-investing more The smaller foundations did
The charitable payout requirement from the Tax not tend to significantly readjust their

Reform Act of 1969 tended to restrict the finan- investing and distributing patterns
cial independence of foundations and allowed for In effect the change ultimately lowered the

relatively little financial flexibility over required payout amount on an aggregate level in

time Although the Act allowed foundations to the short-run In 1982 and 1983 respectively
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35 and 32 percent of foundations especially the began to adjust to the new law by paying out

larger ones reacted to the lowered payout lower percentage of assets The total median

requirement by distributing less than what would rate then increased slightly to 7.0 percent in

have been required under the law prior to 1981 1987 This occurred despite the stock markets
Ultimately then the new law has helped sharp decline in October 1987
foundations to increase the long-run value of Due in large part to poor market conditions
their assets therefore increasing longrun and volatility foundations earned much lower
charitable giving total returns on their investments in 1987 The

The Act also has positively affected asset low returns to be discussed later coupled with

growth over time From 1982 to 1987 total high payout rates led to percent decline in

foundation fair market value of assets increased 1987 in real foundation fair market value of

by 56 percent This compares dramatically to assets The value of assets declined while
the percent increase between the years foundations actually increased charitable
1979-82 Total qualifying distributions distributions therefore an increase in the

increased but at slower rate than assets by payout rate resulted This relatively
38 percent from 198287 This compares to the consistent pattern of foundation giving more
percent increase in distributions from 197482 than likely occurred in part due to both prior
The data that follow will analyze the effec- grantmaking commitments and high returns
tiveness of the 1981 Economic Recovery Act in realized in 1986
achieving the goal of increased longrun Many foundations especially the smaller ones
foundation distributions give more charitable distributions than

required The smallest group those foundations

ThE PAYOUT PATE with less than $1 million in assets represents
the only group with payout rate greater than

To illustrate the charitable distribution the total median rate for all of the years
trends of private foundations rates of payout studied This occurred in part since the

performance were calculated To calculate amount of noncharitable-use assets held by small

the payout rate the amount of adjusted foundations tends to represent smaller

qualifying distributions was divided by the proportion of the value of total assets relative
amount of the monthly average of investment to the larger foundations Also small

noncharitableuse assets Figure displays foundations receive relatively large amount of

payout trends from 197487 Typically the charitable contributions and then often act as

payout rate declines as the size of the conduit by distributing them within year Due
foundation increases Smaller foundations tend to these factors and different investment and

to give out larger percentage of their asset distribution goals to be discussed later the

base sometimes to an extent exceeding their smaller foundations often realize higher payout
return on investments Larger foundations tend rates

to re-invest proportionately more of their Comparing the amount of charitable distribu

earnings consequently distributing smaller tions actually given with the required amount
proportion to charitable purposes in any given in 1987 35 percent of foundations distributed

year more than double the required payout amount and

13 percent distributed over ten times the

amount majority of these foundations were in
FIGURE A-Payout Rates 1974-87

the smaller size categories The dollar amount

PAVOUTRATE of total distributions exceeded the required
MEDlANpercentages amount by 46 percent for all foundations This

SIZEOFFM1ASSETS 1974 1982 1983 number equaled an impressive 291 percent for__________________
foundations with under $1 million in assets

TOTAL 8.39 9.69 8.23 7.44 6.87 703
These trends from 1987 are representative of

Small Foundations foundation behavior after 1981 In spite of the
1987 market decline more foundations met the

$1 under SIM 8.72 9.98 8.66 8.03 7.42 7.52 payout requirement in 1987 than in 1986

Medium Foundations

$1000000 under $1OM 6.50 8.37 6.79 6.23 5.63 5.74 INVESTPNT BEHAVIOR
$10000000 under $50M 5.84 7.23 6.05 5.51 5.39 5.40

Large Foundations Total Rate of Return

$50000000andup 5.91 6.62 5.34 5.32 5.00 5.08 In order to fulfill the percent charitable
$100000000andup .iQ .L payout requirement without an erosion of the

KThousandsodoIIars endowment foundation must invest to ensure an

VaIue adequate rate of return comparison of the

payout rate to the total rate of return will

help to explain changes in the relative growth
In light of the 1981 Act the aggregate median or decline of foundation assets from year to

payout rate changed in an interesting pattern year The total rate of return measures the
between the years 1974-1986 The peak rate total capital appreciation of the endowment of

occurred in 1982 Between 1974-82 it increased foundation It measures the realized income
from 8.4 percent in 1974 to 9.7 percent in from the assets investment and otherwise as
1982 From 1982-83 the rate declined to 8.2 well as the unrealized appreciation or depre
percent and then by 1986 further declined to ciation in value Two income yield measures
6.9 percent The downward trend after 1982 to be examined later show only the realized
indicates that after the 1981 Act foundations gain or loss from investment assets To
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calculate the total rate of return data files the 198485 period After accounting for the

were matched from consecutive years in order to relatively low inflation from 198386 all of

analyze beginning and ending year fair market these size groups earned rate of return on

value data The rate measures the capital assets well above the percent payout require
appreciation of the endoiient with consideration ment
for inflows and outflows of money It is the The 1987 data however show different

same formula used by Salamon and Voytek in investment results After inflation founda
study on foundation assets for the years tions earned well under the minimum desired

l979-83 percent rate of return For instance the

Figure shows the rates of return for the largest foundations earned only 1.4 percent

years l983-87 The data indicate that the This resulted in large part from the sharp
total rate of return tends to differ from the stock market decline in October 1987 Although

payout rate Although larger foundations foundations obviously can earn positive returns

distribute proportionately less than smaller after accounting for charitable distributions

foundations the rate of return tends to and inflation fluctuations in the stock market

increase as the size of the foundation can create negative effects as well
increases The larger foundations hold During the years 1983-1986 foundations as an

greater proportion of their assets as investment aggregate realized substantially higher returns

--
_securities _Theylseem toinvest more- wi-th- the -than- the rateat which- they distributed

goals of capital appreciation of the endonent charitable dollars This contributed to the

and long-term giving These larger organiza- growth of aggregate foundation assets However

tions tend to maintain more diversified in 1987 foundations with $1 million or more in

portfolio with greater proportion of lower assets paid out more to charitable purposes than

income yield higher risk and higher growth what they earned as total returns on

common stock Since these holdings tend to investments This led to the decline of

earn higher total returns higher rates of aggregate foundation asset value from 198687
return for the larger foundations result The The changes in assets and distributions will be

smaller foundations seem to invest with the examined in detail later In the future it will

intention of distributing relatively large prove interesting to evaluate 1988 data to

charitablo contributions in the present This ascertain whether or not foundations adjusted

group tends to hold lower risk and higher their payout percentages downward in response to

fixed-income yield assets that do not appreciate the unusually low returns in 1987

nearly as rapidly resulting in lower relative

returns

Income Yield

While the total rate of return measures the

change in the value of the entire endovnent the

FIGURE B-Rates of Return 1983-87 income yield measures only the realized invest

TOTALRTEOFRETURN ment income earned by foundation The income

MEDlANpercentages yield can be calculated in two different ways

______ l982constant dollars
_______

net investment income divided by fair

SIZE OF FM1 ASSETS 1983 1984-85 1986 1987 market value of investment assets referred to

______
2-yrspan

______ ______ as Nil yield and adjusted net income

$1000000 under$IOM 639 25.30 9.02
divided by the same investment assets referred

to as ANI yield Nil includes longterm
capital gains whereas AMI does not Figure

$1O000000under$50M 9.21 31.31 11.38 .85 shows the various Nil yields for different size

$50000000 under $tOOM 9.95 38.58 11.75 1.11

$100000000 and up 11.69 29.56 13.94 1.36

FIGURE Net Investment Income Yields 1974-87
Millions of dollars ____________________________ ____________________________________________

FMV Fair market value INCOME YIELD

using Net Investment Income NIl
Median percentages

1982 constant dollars

SIZE OF FM ASSETS 1982 1983 1985 1986 1987

TOTAL -3.37 2.31 4.47 4.78 4.74 3.89

Foundations realized high rates of return from

19831 986 Market conditions during these years
-3.74 2.27 3.90 4.50 3.59 3.05

proved very favorable to investors As Figure $100000under$1M -3.05 2.43 4.38 4.95 5.07 4.06

shows in 1983 the largest foundations those
MediumFoundatioris

with $100 million and more in assets earned $1000000under$1OM -2.78 2.66 5.00 5.71 5.95 4.74

11.7 percent and in 1986 13.9 percent These $10000000under$50M -2.27 1.52 5.48 6.00 8.25 5.99

figures were adjusted for inflation using the LargeFoundatlons

GNP impl icit price defl ator Since 1984 data $50000000and up -2.46 1.67 5.53 6.84 7.70 5.63

were not sampled calculating rates for 1984 and $100000000andup .58

1985 was not possible However calculations of KThousandsofdollars

the twoyear median figures indicate that
MMdlonaofdollars

foundations also achieved high returns during The calculation for 1974 divides net investment income by book value otasa.ts

the two The use of fair marketvalue data unavailable for 1974 would have lowered the

ance arges
rateatrom thoaecalculatedandmostlikelyaffectedthedifferenCesbetweentha

group realized median rate of 29.6 percent for
amellandlargefoundations
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groups for selected years between 198287 growth in the GNP the effects of the change in

Figure shows ANI yields for 1974 1982 and the payout requirement discussed previously

1983 and differences in the growth rates of different

sizes of foundations would all indicate that the

FIGURE Adjusted Net Income Yields 1974-83 1981 Economic Recovery Act also has impacted the

INCOMEYIELD
growth of foundation assets and distributions

using Mjusted Net Income AM
Median percentages Fair Market Value of Assets

lg82constantdollars From 19791986 total foundation assets tended

SIZEOFFMVASSETS 19741 1982 1983 to grow mostly at an increasing rate Assets

352 172 347
grew 65 percent over the eight-year period

TOTAL
The majority of the growth occurred from 1982 to

SmallFoundations 1986 Assets then declined by percent from

$l00000under$1M
1986-87 Figure shows dollar amounts and

percentage changes in assets for all size groups
Medium Foundations 197987 1981 11 th ze

$l000000under$1OM -3.03 1.38 3.24

$l0000000under$50M 254 73 266 groups have grown considerably in asset size and

Large Foundations
in number

$50000000andup 242 35 237 Assets tend to increase at faster rate with

$100000000andup .09 2.21 increases in the size of the foundation Since

XThousandofdollars the larger foundations tend to earn relatively
MMitliorl3ofdollare high total rates of return and pay out relative-

The calculation for 1974 divides net investnlent income by book value of aaet ly low percentages of assets not surprisingly

The use of fair marketvalue data unavaitabte for 1974 would have Ioweredtha the larger foundations increased assets at
rates from those calculated and most hkely affected the differences between the

faster rate than di the small ones From
small and large foundatons

198287 those foundations holding $100 million

Note This yield was not calculated forthe years 1985.86 and 87 ainsethe
and more in assets increased by 85 percent in

assets the largest increase of all of the size

groups The smallest foundations those under

The smaller foundations tended to earn higher $1 million increased by 29 percent in assets

AWl yields than the larger foundations although during the same years
the larger foundations earned higher Nil yields
for the same years Since the Nil yield Charitable Distributions

includes longterm capital gains this dif Aggregate charitable distributions also have

ference between the Nil and the AWl yields grown considerably since the 1981 Act Figure
supports the notions that smaller foundations displays the changes in distributions from

hold greater proportion of high fixed income 197487 for each size group The totals show

yield assets and that the larger foundations that qualifying distributions grew steadily by

earn the largest percentage of their Nil from 45 percent from 1979-87 after showing
realized longterm capital gains percent decline from 197479

comparison of the Nil yields with the total For the period after the 1981 Act the

rates of return shows that the Nil yields tended smallest group under $1 million in assets not

to be less than the total returns between the surprisingly is the only one that paid out

years 198385 Since the total rate of return qualifying distributions at faster rate than

includes unrealized gains and the Nil does not the growth in their assets This group
the higher total returns indicate unrealized experienced larger percentage increases in

growth in assets However in 1987 the year of charitable distributions from 198287 than all

the stock market decline and low total returns of the other groups with the exception of the

the Nil yields although they did drop from largest The group realized 46 percent

1986 did not drop nearly as much as total increase in distributions from 19821987 This

returns In fact they exceeded the total compares to its 29 percent gain in assets during
returns for that year This shows the that time However for foundations with assets

unrealized loss that occurred in 1987 equal to or greater than $1 million assets

increased at faster rate than distributions

CHARITABLE DISTRIBUTION AND from 1982-87 The largest group $100 million

ASSET GROWTH 198287 and more in assets realized 79 percent
increase in distributions also sizeable

The percentage increases between 198287 of improvement over its charitable giving before

aggregate assets and charitable distributions the 1981 Act This compares to its 85 percent
56 percent and 38 percent respectively equaled growth in assets

$31.7 billion in assets and $1.7 billion in These trends differ markedly from those

distributions Did the changes in foundation between the years 1979-82 Percent changes
investment and payout practices since the 1981 between these years indicate that the largest
Economic Recovery Act lead to the increases in foundations had distributions that increased

the value of assets and charitable faster than assets and that the smallest

distributions The relatively low inflation and foundations had assets that decreased by less

interest rates in the 1983-87 period and than distributions However from 1982-87 these

market that yielded relatively high returns trends changed and all foundations were able to

through 1986 no doubt helped to impact the increase both assets and distributions It

growth of foundation assets However rela seems that the 1981 Act allowed foundations to

tively high foundation growth as compared to increase distributions while simultaneously



355

FIGURE Fair Market Value FMV of Private Foundation Assets 1979-87

FAIR MARKET VALUE OF ASSETS1 Amounts and percent changes
_______________

SIZE OF FMV ASSETS 1979 1982 1983 1985 1986 1987

TOTAL Amount 53994833 56203718 61 143424 78003388 88841 283 87897872

Percent change from prior year listed 41 88 276 139 11

$1 under$100K 476081 330972 336365 359321 359 180 355635

305 16 68 10

$l00000under$1M 3699261 3071767 3396108 3375908 3814486 4027976
170 106 130 56

$1 under$1M 4175342 3402739 3732473 3735229 4173666 4383611
185 97 117 50

$l000000under$1OM 11097800 10527069 11718911 12422991 14424320 13560055
51 113 60 161 -60

$l0000000under$50M 11727444 12156788 12651431 15175491 15956840 15944998

37 41 200 51

$S0000000andup _26994247 30117121 33040609 46669677 54286456 54009209
116 97 412 163

$l00000000andup 24779239 27733991 38611 884 45828676 45857255

_______________________________ _____________ _____________ 11.9 39.2 18.7 _____________
NoteSeetooosoftheendofTobtebo

FIGURE Private Foundation Quaiifying Distributions 1974-67

OUAUFYING DISTRIBUTIONS1 Amounts and percent changes
____________ _____________

SIZE OF FMV ASSETS 1974 19792 1982 1983 1985 1986 1987

TOTAL Amount3 4316233 113557 4553587 4653226 170 329 5945893 6262 171

Percentchangefrom prioryear listed 47 107 22 111 150 53

$1 under $100K 263 543 227 687 96379 275 726 141 151 329 234 201 641

136 577 1861 488 1332 388

$l00000under$1M 605130 539840 455690 525426 507821 463713 601 819
108 156 153 34 87 298

$1 under $1 868 673 767 527 552 069 801 152 648 972 792 947 803 460

116 281 451 190 222 13

$l000000under$1OM 970785 1117038 1204782 1151232 1017732 1213634 1290379
151 79 45 116 192 63

$10 000 000 under $50M 627389 009 852 998 153 972 526 068060 1193878 256847

610 12 26 98 118 53

$50 000 000 and up 714 169 450 856 792087 727 731 2331142 630 215 2875835
154 235 36 349 128 93

$l00000000andup 1334123 1344882 1787323 2125602 2382142

__________________________________ ___________ ___________ ___________
.8 32.9 18.9 12.1

Thousanda of dollars

MIIIIon of dollar

III Dollar amounts are in thousands Sobs
Dollat amounts ore constant 1982 dollars obtained by using the inrplinit price deflator

The t979 total represents the true total for
nonopetstirrg toundations Howeuar the amounts for each attire nub-total in 1979 repmnsnat the amount for all foundations nonopereting and operating This is due to linrltatiorrs

in the 1979 data

II The sum of the sub-totals does not equal the listed total tot each year since this table does not reflect the sub-group ASsets Zero or Unreported

increasing their endowments Interestingly at faster rate than the change in the value of
from 198287 the largest foundations although assets However during this time the smallest
they had the lowest payout rates due to foundations actually increased assets more than

significant capital appreciation also realized distributions These reverse patterns help to
the largest increases in qualifying show the effect of the 1987 tcrash on the
distributions behavior of foundations The patterns also

emphasize the capability of the larger
foundations to better withstand market swings

Effects of Market Decline 1987 and to increase long-run distributions and
When isolated the l96-87 data indicate assets at the greatest rate Figures and

different results from the entire 1982-87 best emphasize the changes In addition Figure
period Even after achieving poor investment shows changes in assets and distributions
results in 1987 all of the size groups except using constant dollar stratification rather
the smallest paid out qualifying distributions than current dollar stratification
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FIGURE Changes in Assets Distributions 1982-87 lower rates in 1983 Similarly their percent-

using Constant Dollar Stratification age increase in distributions may have slowed in

1987 due to hesitancy after realizing lower Nil
1982-87 Percentage Changes1 yields in that same year The smaller founda

SIZE OFFMVASSETS
982-87.l1982.8 tions who earn relatively large proportion of

odbyl9a2conutanldollws
total revenue as contributions also rely in

___________________
FMVA CbDial FMVa4 ictont tva_______________ part on these contributions to help fund char-

Total 56.4 37.5 58.1 30.6 -1.1 5.3 itable giving The decline in contributions

$1 under $1M 48.6 59.6 36.2 50.6 9.1 6.0
recei ved in 1987 may also have affected

$1000000under$IOM 35.4 11.1 41.3 3.9 -4.1 6.9 charitable giving in that year These
$10000000under$50M 35.5 25.1 34.5 17.7 .8 6.3

foundations tend to distribute proportionately$50000000 under$100M 55.0 31.7 55.7 27.3 -.4 3.5

$100000000andup ...Z 61.5 80.3 ....L ......L large amounts in the present based in part on

contributions investment returns and income
FMVA-Farmarketvalueofasset

yieldsChOist Chaætable f1 ing distibution

Dote amount constant 1982 dollaca obtained by amng the impted Pnc Conversely the goal of more predete rmi ned
dotlator

Sanfootnotel7JtoadetIedexplanetonoltheechanges payout pol icy appears to drive the operations
and investment policies of the larger

FOUNDATION DECISION44PKING
foundations They better manage their

investments and distribute dollars in such way
The primary purpose of private foundation

as to promote long-run growth of the endowment
society is one of charitable distribution

growing endowment will fund charitable grants
Increasing the long-run amount of foundation

at the same or at an increased value in the
charitable distributions represented one of the future These foundations tend to distribute
original goals of the Economic Recovery Act of charitable dollars at relatively consistent
1981 The results following this change in the

payout rates irrespective of changing rates of
payout requirement indicate successful

return For example the larger foundations
aftermath to the legislation and an attainment continued to pay out an increased amount in 1987
at least in part of the goal Foundation

despite low rates of return and declining assets
long-term charitable distributions did increase

in that year These foundations tend to operate
after accounting for inflation In very with more planned and structured payout policy
favorable market environment between 1983-85 future examination of payout practices in
foundations realized total rates of return that

1988 after the unusually low investment returns
easily allowed them to both meet the payout

of 1987 will provide additional insight into the
requirement and increase the value of their

investment and distribution goals and behavior
assets In response to the 1981 Act the

of the different sizes of foundations The
largest foundations seemed to adjust their

different methods of foundation distributing and
payout rates downward and reinvest more

investing provide important philanthropic
However from 198287 they increased charitable

resources and initiatives for the present and
distributions at the fastest rate despite

the future In light of the large social
relatively low payout rates Their endowments

welfare budget cuts of the last decade private
appreciated rapidly in value due to large

philanthropic sources have become an
unrealized gains leading to higher required

increasingly important source of social funding
payout amounts and then increased long-run

in the United States These data can help to
distributions The longrun growth in assets

better assess the longrun effects of policy on
allowed these foundations to increase

the investment and payout behavior of
distributions at the fastest rate The smallest

foundations in order that policy would be
foundations after 1981 did not notably

continually shaped to help achieve maximum
re-adjust their payout rates downward although benefits for society while simultaneously
they did increase both assets and

considering the interests and growth of
distributions In fact they increased

foundations
distributions faster than assets from 198287

Obviously different foundations assume
DATA SOURCES

different roles and behave accordingly The

disparity between 1987 and the other years The data used in these analyses originated
studied may shed light on the nature of the

from the stratified samples selected in the
decision-making processes of foundations The

years 1974 1979 1982 1983 1985 1986 and
question arises does the rate of return and 1987 For complete descriptions of statistical
possibly the Nil yield in one year affect the

procedures and data sources and limitations
payout rate of that same year and/or the next

please refer to the corresponding SOl Bulletin
year In other words do certain foundations

articles for each of the years studied These
respond to low returns with low payout rates or

can be found in the recently published
to high returns with high payout rates And do

Compendium of Studies of TaxExempt Organiza
these patterns differ with the size of the

tions 1974-87.T8
foundation

In order to obtain rates of return for the
It appears that the investment returns of

years 198387 data files from consecutive yearssmaller foundations determine at least in part were matched using the employer identification
the amount of charitable dollars distributed in

numbers EIN5 of the organizations in the
the same or more likely in the next year For

sample The rate of matching the organizations
instance the smallest foundations may have varied from an average of 61 percent for those
responded to relatively low income yields Nil

organizations in the $1 million under $10and ANI in 1982 by paying out distributions at million size category to an average of 97
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percent for those in the $100 million and over The fixed percentage now is percent but

category The total average matching rate for at the time of the 1969 Act it was

all of the years studied equaled 73 percent percent or in some instances 5.5 percent
Weights were applied on each record matched by

using the higher of the two weights from the Salamon Lester and Voytek Kenneth

years used in the match Mana9in Foundation Assets An Analysis of

Foundation Investment and Payout Proce
ACKNOWLEDGMENTS dures and Performance The Council on

Foundations 1989
The author would like to extend her thanks to

the many individuals from the Statistics of The calculated rates all types and

Income Division who made important contributions amounts found in this paper for specific
to this paper and provided helpful suggestions years include foundations having account-

Among these are Jim Harte who calculated ing periods that can include either all of

weights for matched data files Steven Libster that particular year or part of that year
who provided SPSS programing support Perry and part of the following year For

Dias and Adrianne Bell who provided operations instance 1987 return could represent an

support Nat Shaifer who designed the tables of accounting period that includes January

data Jeri Mul row-who-.designed graphics for the- i987 through December l987 most- likely
--

presentation of the paper Beth Kilss and Wendy or even one that includes December 1987

Alvey who coordinated the presentation and through November 1988

publishing of the paper and designed graphics
for the presentation and Peggy Riley Tom The payout formula adjusts qualifying

Petska Jim Hobbs and Dan Skelly who all distributions with slight additions and

reviewed the paper and provided helpful subtractions that are made to the required

comments distributable amount on the Form

990PF It also adjusts for excess dis
NOTES AND REFERENCES tributions given in the past and applied

to the requirement of the current filing

Pionoperating foundations primarily year
distribute grants to individuals and other

nonprofit groups whereas operating The volatile stock market no doubt

foundations devote required percentage affected the asset value of foundation

of income to the operation of their own differently depending on its accounting
charitable programs and services Since period For instance since the payout
tax law requires that only nonoperating rate depends on monthly average of

foundations fulfill charitable assets those foundations following
distribution requirement the analyses in calendar year schedule realized nine

this paper will focus only on the relatively solid months prior to Octobers

nonoperating type decline or crash The payout rate

calculation then would account for both

All references to assets are stated at the positive and negative months
their fair market value unless otherwise

indicated Salamon and Voytek Ibid

The GNP implicit price deflator was used Due to the rates of matching specific

in all applicable instances Please refer returns in the sample by the identifying

to the Economic Report of the President number EIN the rate of return could

Government Printing Office only be calculated for those foundations

Washington DC February 1990 Table C3 with $1 million and more in assets The

Unless otherwise indicated the strati matching rate for the smaller foundations

fication of the subgroups by asset size was too low to ensure proper level of

is not adjusted for inflation This statistical confidence

nrPrI fHen by

Salamon and Voytek Ibid

Hopkins Bruce The Law of TaxExempt The ANI yield can only be calculated for

Organizations 5th ed 1987 p.17 1974 1982 and 1983 since the adjusted
net income line item was not edited in

See Reilly Raymond and Skadden Donald years after 1983 The amount will be

Private Foundations The Payout collected beginning in 1990

Requirement and Its Effect on Investment

and Spending Policies Univ of Michigan 1979 is the first year sampled that

Grad School of Bus Adm 1981 includes fair market value figures

The asset figure used to calculate the These increases in asset size are biased

payout amount is the monthly average of slightly upward for the largest group and

the fair market value of those assets not slightly downward for the smallest group
used for charitable purposes minus due to the stratification of assets based

adjustments for acquisition indebtedness on current dollars Some foundations

and cash held for charitable activities moved to higher size-group from
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year-toyear due to inflationary Increases 198687 proves interesting Similar

in assets results occurred with one exception

Using this method from 198286 the

After tabulating the data by stratifying smallest foundations actually realized the

the sizegroups using 1982 constant dollar greatest increase in qualifying distribu

assets the data show similar results tions with 51 percent gain as compared

Using this method over the period to 49 percent gain for the .largest

1982-87 the largest foundations increased foundations However the largest group

by less in number assets and distribu achieved the largest gain in distributions

tions than when using current dollar over the entire 1982-87 period This also

stratification The smallest foundations emphasizes the capability of the larger

increased by more in number assets and foundations to better withstand market

distributions thus narrowing the differ swings and to Increase long-run assets and

ence between the two groups However the distributions at the greatest rate

largest foundations still performed better

than the smallest in all three areas Compendium of Studies of TaxExempt
Organizations 197487 Dept of Treasury

Using this method the breakdown of the IRS Statistics of Income Division Publi

period 1982-87 into the years 198286 and cation 1416 Catalog 10313C 1990



Private Foundation Returns 1986 and 1987

By Alicia Meckstroth and Margaret Riley

Between 1986 and 1987 the total revenue of private The decline in total revenue between 1986 and 1987

foundations dropped an estimated 14.5 percent from can be attributed to 20.4-percent decrease in net gain

$20.0 billion to $17.1 billion while the fair market value of less loss from sales of assets primarily securities and

their total assets grew just short of percent from $113.2 --- 26 -percent drop in contributions gifts and grants--

billion to $114.3 billion In real terms total revenue received These factors contributed to the decline in

decreased by 17.2 percent and real asset values actually the real value of foundation assets for 1987 This is in

declined by 2.1 percent In comparison between sharp contrast to the 36.4-percent increase in net gain

1985 and 1986 revenue and assets grew by nominal rates less loss from sales of assets and the 31.0-percent

of 22.0 percent and 16.6 percent respectively increase in contributions gifts and grants received from

1985 to 1986
CHANGES IN FOUNDATION REVENUE
ASSETS AND GRANTS 19861 987

Despite the lower asset and revenue growth rates for

private foundations for 1987 grant payments rose by 9.1

The decrease in total revenue from 1986 to 1987
percent to $6.8 billion For 1986 grant payments totalled

coupled with 9.6-percent increase in total expenses $6.2 billion an increase of 18.3 percent from 1985 The
resutted in decline in excess of revenue over expenses increase for 1987 can be explained in part by 7.2

of nearly 32 percent In fact the amount of the excess
percent increase in net investment assets and therefore

of revenue over expenses was less for 1987 than it had
in the minimum amount percent of net investment

been for each of the preceding years Figure shows
assets plus or minus certain adjustments that founda

both real and nominal percentage changes in selected
tions were required to pay out for 1987 Net investment

asset revenue and expense items from 1985 to 1986 and
assets are calculated by averaging the monthly holdings

from 1986 to 1987
of noncharitable-use assets over the foundations annual

accounting period whereas total assets are the

foundations holdings at the end of the accounting period

Figure Percentage Changes In Selected The stock market crash in October 1987 explains the

FInancial Items 1986 to 1987 discrepancy between the growth in net investment assets

and the growth in total assets for 1987
Percentage change

Current Constant Another explanation for the higher rate of increase in

Item dollars dollars1

grants paid compared to the rates of increase in revenue

to to to
and assets is that large foundations which account for

__________________
1986 1987 1986 1987 large portion of grants paid typically do not make grants

solely on the basis of the current years earnings or

Falrmarketvalueot investment performance They usually plan their
total assets 16.6% 1.0% 13.6% -2.1%

Total revenue 22.0 -14.5 18.9 -17.2 grantmaking budgets prior to the fiscal year during which

Net gain ess loss the grants are made
from sales of assets 36.4 -20.4 32.9 -22.8

Contributions received 31.0 -26.1 27.6 -28.4

Total expenses 14.3 9.6 11.4 6.3 In addition corporations often set up foundations to
Grantspaid 18.3 9.1 15.3 5.8

Excess of revenue help stabilize their annual grantmaking While corporate

over expenses 28.2 41.6 24.9 43.7
contributions to company-sponsored foundation are

1fl GNP Implicit price deflator was used to adjust for inflation usually related to the profits of the corporation i.e more

Foreign Special Projects Section Prepared under the direction of Michael Alexander Chief 359
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corporate giving occurs in good years than in bad the amount each year for their direct involvement in tax-ex

foundation has the ability to maintain and control its empt charitable activities as opposed to the payout of

endowment so that steady flow of grants is provided grants in support of such activities They also have to

even when corporate profits are down For further meet one of three tests based on assets endowment or

discussion of foundation giving see the Assets Distribu- sources of support to continue to qualify as operating

tions and Decision-Making section foundations Although operating foundations are not

subject to the annual payout requirement many choose

to make grants in addition to carrying on charitable

OVERVIEW AND EXPLANATION OF PRIVATE programs of their own
FOUNDATIONS

Of the 35907 organizations filing private foundation

private foundation is nonprofit tax-exempt corpora- information returns for 1987 91 percent were nonoperat

tion association or trust which is narrowly supported and
ing foundations and the remaining percent were oper

controlled usually by an individual family or corporation ating foundations virtually the same as for 1986

as opposed to an organization receiving broad sUPPort Approximately 30000 were grantmaking foundations

from large number of sources within the general public About 87 percent of the nonoperating foundations and 46

It is this narrow base of support and control which differen-
percent of the operating foundations made grants for

tiates private foundation from publicly supported tax- 1987 For 1986 the percentages of nonoperating and

exempt organization although both receive tax exemption operating foundations making grants were 81 percent

under Internal Revenue Code section 501 c3 Be- and 44 percent respectively

cause of the centralized support and control private foun

dations are more strictly regulated than other section For 1987 about 30 percent of the nearly 6000 non-

501 c3 organizations grantmaking foundations were operating foundations

which are not required to make grants Another 25 per-

Most private foundations must pay an excise tax on cent were nonoperating foundations that had no dis

investment income Some operating foundations are tributable amount and therefore were not required to

exempt from this tax For example 24 percent of the make minimum distribution Some of the remaining

operating foundations or percent of all foundations nongrantmaking foundations were failed public charities

claimed an exemption from this excise tax on their 1987
that had been reclassified as nonoperating foundations

returns All private foundations are subject to additional Many failed public charities continued to operate direct

excise taxes if they engage in certain prohibited activities
charitable programs rather than make grants to other

deemed not to be in the public interest e.g failure to
tax-exempt organizations Nonoperatirig founda

distribute the required minimum payout after the one-year tions that did not fully make the required distribution for

grace period to do so or attempts to influence legislation 1987 had by law until the end of their 1988 accounting

such as lobbying or participating in the campaign of periods to do so without any tax penalty

candidate for public office And individual income tax

deductions for contributions to nonoperating founda- From 1982 to 1987 the number of foundations in

tions are generally more restrictive than deductions for creased by 26 percent This compares to 6-percent

contributions made to operating foundations or other increase from 1974 to 1982 This difference may result

section 501 c3 organizations from variety of factors such as the recognition of social

needs in light of domestic budget cuts during the 1980s

The two types of private foundations operating and changes in the tax-deductibility of donations and the

nonoperating are distinguished by the form of etfectsoftheEconomicRecoveryTaxActoflg8l ERTA
charitable support they provide Nonoperating founda

tions generally provide indirect charitable support by The wealthiest foundations--those with assets whose

making grants to other section 501 c3 organizations fair market value was $100 million or more--numbered less

that actually conduct charitable programs Non- than 0.5 percent of all foundations for 1987 but held

operating foundations are required each year to dis- slightly more than half of all foundation assets Only 3.6

tribute by the end of the following year minimum percent of all private foundations had assets worth $10

amount for charitable purposes based on the value of million or more but they accounted for nearly 80 percent

their net investment assets Operating foundations pro- of all assets The group of foundations considered to be

vide direct support by actively conducting charitable small in size--with less than $1 million in assets--ac

programs or activities and are not subject to payout counted for 80 percent of all foundations but only 4.8

requirement However they have to expend minimum percent of aggregate total assets
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Half of the top ten private foundations ranked by asset changes legislated under the Tax Reform Act of 1986

size Figure saw decrease in the 1987 end-of-year IRA may have affected foundation revenue and assets

value of their assets and six realized less revenue for 1987 for 1987 Combined it appears that they had negative

than for 1986 While they form only small fraction of the impact on net gain less loss from sales of assets con-

universe of private foundations these foundations held tributions received and the real market value of invest-

approximately 20.7 percent of all assets and accounted ments in securities for 1987

for 11.7 percent of total revenue for 1987

Decreases in aggregate net gain less loss from sales

IMPACT OF STOCK MARKET CONDITIONS of assets and in contributions received were jointly

AND 1986 TAX REFORM ACT responsible for the drop in total revenue while decline

in the real market value of foundation securities which

The October 1987 stock market plunge and the reac- made up 76.4 percent of total foundation assets for 1987
tons of indMdual and corporate donors to the tax law was largely responsible for the overall decline in-asset-

Figure

Top Ten Domestic Foundations Ranked by Size of Fair Market Value of Total Assets 1986
and 1987

amounts are in millions of dollars

Total Total Total Total

Name Location assets assets revenue revenue

1987 1986 197 1986

Ford Foundation New York $5087 $5543 339 692

Paul Getty Trust2 California 3982 4141 295 420

Kellogg Foundation

Trust3 NewYork 2812 3471 112 151

John and Catherine

MacArthur Foundation Illinois 2436 2426 202 217

Robert Wood Johnson

Foundation NewJersey 1910 1804 194 178

Lilly Endowment Incorporated Indiana 1792 1730 72 54

RockefellerFoundation NewYork 1667 1606 291 379

Andrew Mellon

Foundation NewYork 1522 1521 181 140

Pew Memorial Trust Pennsylvania 437 1477 178 167

Kresge Foundation Michigan 1.046 1.047 141 32
Total $23692 $24765 $2005 $2727

foundation is considered domestic lit is organized in the United States however this does not necessarily imply that all of

its activities or grant receipients are domestic

2J Paul Getty Trust is an operating foundation All other foundations listed are nonoperating foundations

3The W.K Kellogg Foundation Trust has pass-through relationship with the W.K Kellogg Foundation located in Michigan

Typically the entire amount of the annual qualifying distributions of the W.K Kellogg Foundation Trust are made in the form of

grant to the W.K Kellogg Foundation which redistributes the grant for charitable purposes and does not count the redistribution

as qualifying distribution of its own Together the two organizations had combined total assets of $3.6 billion for 1986 and $2.9

billion for 1987

NOTE Detail may not add to total because of rounding
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growth Mainly due to the drastic drop in the market value Donors also may have been encouraged to make gifts

of various stock holdings which occurred during October of stock to foundations before 1987 because of the TRA

1987 the end-of-year aggregate value of investments in provision relating to contributions of appreciated proper-

securities for 1987 increased by only 0.4 percent from ty Because donations of appreciated stock to nonoperat

$87.0 billion to $87.4 billion After adjusting for inflation ing foundations were allowed to be deducted at fair

the aggregate fair market value of securities held by market value the excess of this value over its cost could

foundations at the end of their 1987 tax periods was be subject to the revised alternative minimum tax as

actually 2.7 percent lower than the year before tax preference item starting with 1987

The relatively low post-October 1987 market value of To an unknown extent these changes under TRA may

certain stocks probably influenced foundations to defer have contributed to the decline for 1987 in both the total

selling them until later date when their value might number of individuals and corporations reporting

increase In addition to the negative effect that postponed deduction for charitable contributions and in the amounts

sales of capital assets had on foundation revenue for they claimed The number of individual income tax

1987 it appears that foundations also sustained heavier returns with charitable deductions declined by 12.2 per

losses from those assets that they did sell The net gain cent while the amount of the deduction dropped by 7.8

alone from sales of assets decreased from $7.0 billion to percent In the case of corporations the number

$5.7 billion while net losses nearly tripled from $49.8 of returns with charitable deductions declined by 5.6

million to $147.9 million Furthermore the number of percent while the deduction itself dropped by 3.8 percent

foundations reporting net gain for 1987 decreased

slightly and those reporting net loss increased by

almost two-thirds The decline in the charitable deductions reported by

individuals for 1987 can also be attributed in part to the

The severity of the declines in the real fair market value introduction of more liberalized standard deductions in-

of securities may also have deterred both individuals and troduced under TRA and the repeal of the charitable

corporations from forming new foundations or from contributions deduction for individuals who used the

making large gifts of stock to foundations at the end of standard deduction rather than itemized deductions

their 1987 tax periods The devalued stock would not However these two changes probably had little effect on

have provided as sizable charitable contribution or tax the donations made to private foundations

deduction and donations may have been postponed to

future date when market conditions would improve COMPONENTS OF REVENUE
Gifts of stock actually made to foundations during 1987

whose value was less than those made for 1986 also may By far the largest sources of total foundation revenue

account for some of the decrease in the amount of total for 1987 were interest and dividends from securities

contributions received between the years savings and temporary cash investments net gain less

loss from sales of assets and contributions received

Changes in marginal corporate and individual tax rates Together these items accounted for 96 percent of total

which became effective under TRA may also have had revenue for 1987 individually each comprised around

strong impact on individual and corporate charitable third This was typical based on preceding years As

giving during 1986 and 1987 However there were of- discussed earlier total contributions received by founda

fsetting factors which made more individual and cor- lions and aggregate net gain less loss realized on sales

porate income taxable starting with 1987 With of assets both decreased between 1986 and 1987 This

lowered individual and corporate tax rates the actual tax held true for each of the asset-size groups illustrated in

benefit from making charitable contribution became Figure This chart shows the percentage change in

comparatively less for 1987 than for 1986 Given this each major component of revenue from 1986 to 1987 for

situation many contributors may have taken advantage all foundations and for each category of foundation

of the higher 1986 tax rates by accelerating their contribu- grouped by asset-size Interest and dividends were the

tions into 1986 and contributing less or not at all to private only revenue sources that increased across all size clas

foundations in 1987 The 26-percent decrease in the total ses Revenue from sources other than the three major

contributions received by foundations from 1986 to 1987 components was relatively small and the percentage

when compared to the 31-percent increase from 1985 to changes in this other category varied greatly among the

1986 is consistent with this proposition different size groups
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Figure

Percentage Changes in Revenue Sources 1986 to 1987

Percentage Change
40

20

__
-20 _-

-60
Net from Contributions received Interest and Dividends Other

Size of Fair Market Vaiue of Total Assets

All foundations $1 million under $25 million $25 million under $100 million

Under $1 million
$100 million or more

As can be seen from Figure the portions of revenue investment income but only 88 percent of contributions

comprised of both contributions received and invest- received suggesting that this asset-size groups giving is

ment income vary as the asset size increases Con- not highly dependent upon its investment income

tributions received was more significant part of the

revenue of smaller foundations while the opposite was COMPONENTS OF ASSETS AND IN VESTMENTS
true for larger foundations

For both 1986 and 1987 foundation investments in

The smaller the size of the foundation the more it relies securities primarily corporate stocks and bonds and

on contributions received for its giving programs As government obligations represented over three quarters

foundation size increases contributions received play
cA the fair market value of total assets equaling $87.4

lesser role in giving and investment income becomes billion for 1987 and $87.0 billion for 1986 Total year-end

more important revenue source Figure emphasizes investment assets defined below comprised over 92

this point showing that the total grants of the largest percent of total assets in both years and equaled $105.8

foundations assets of $100 million or more were over billion and $104.4 billion for 1987 and 1986 respectively

three times larger than the total contributions they
Total foundation assets equaled $114.3 billion for 1987

received but less than halt of their investment income and $113.2 billion for 1986 In real terms total invest

suggesting that the amount they gave out was not strong-
ments in securities declined between 1986 and 1987 by

ly related to the amount of contributions received In 2.7 percent total investments by 1.8 percent and total

contrast the total grants of the smallest foundations as- assets by 2.1 percent The decreases resulted largely

sets of less than $1 million were 177 percent of their from the stock market crash in October 1987 These
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Figure

Grants Paid Contributions Received and Investment Income Ratios

1987

Percentage
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changes compare dramatically with the large real gains Regardless of whether foundation was operating or

from 1985 to 1986 Between these years total invest- nonoperating trends in asset compositiOn varied with

ments in securities increased by 13.0 percent total invest- differences in the size of the foundation The larger

ments by 13.5 percent and total assets by 13.6 percent foundation the greater the amount and percentage of

investments in securities and the smaller the percentage

Total investment assets include savings and temporary of savings and temporary cash investments Although

cash investments securities land buildings and equip- this particularly applies to nonoperating foundations it

merit mortgage loans and other investments such as applies to operating foundations as well For 1987 total

bank certificates cash values of life insurance and art investment securities as percentage of total investment

These investment assets represent end-of-year values assets varied from 65 percent for the smallest foundations

and are to be distinguished from the average of non- under $1 million in assets to 87 percent for the largest

charitable-use net investment assets on which the re foundations $100 million or more in assets Likewise

quired charitable payout amount is based Investments holdings of savings and temporary cash investments as

in securities represented 83 percent of total investment percentage of total investment assets for 1987 varied

assets for both 1986 and 1987 and savings and tern- from 26 percent for the smallest foundations to percent

porary cash investments 10 percent Figure depicts for the largest

the composition of investment assets for 1987 for each of

the different asset size groups The proportions were Different asset composition for the small and large

similar for 1986 foundations helps to explain the different growth rates in
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Figure

Composition of Investment Items by Size of Foundation 1987

Size of Fair Market

Value of Total Assets

Under
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Percentage of Total Investment

Dsecurities otr investments

the fair market value of total assets for both groups For ment assets as securities 78 percent for 1986 and 74

instance from 1982 to 1987 the smallest foundations percent for 1987 This difference lies
primarily in holdings

realized 27.3-percent real increase in assets while the of savings and temporary cash investments and in

largest foundations realized an 80.9-percent increase charitable-use land buildings and equipment

almost three times as large greater proportion of as

sets held as securities by the larger foundations along During 1987 operating foundations realized greater

with different investment and distribution goals to be losses than did nonoperating foundations Their total

discussed later led to this result However due to the assets declined by 11 percent in real terms as compared

decline in the stock market and greater dependence by tO percent decline in nonoperating foundation assets

larger foundations on investments in securities the Likewise real investments in securities for these groups

largest foundations experienced 2.6-percent real loss in declined by 12 percent and percent respectively This

the fair market value of total assets from 1986 to 1987 may result from less emphasis placed on investment

while the smallest ones actually realized 4.3-percent real portfolio management by operating foundations

gain

While nonoperating foundations held 10 percent of

Nonoperating foundations and operating foundations investment assets as savings and temporary cash invest-

each tend to hold slightly different mix of investment ments in both years operating foundations held 13 per

assets Nonoperating foundations held 84 percent of cent in 1986 and 17 percent in 1987 In terms of

their investment assets as securities in 1986 and 83 charitable-use rather than investment-use land build-

percent in 1987 Operating foundations held fewer invest- ings and equipment operating foundations held reia
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tively large proportion for use in the execution of their own 38 percent large increase in comparison to the per-

charitable programs For 1986 these foundations held cent real change from 1974-1982

over 16 percent of total assets as charitable-use land

buildings and equipment and for 1987 over 12 percent The changes implemented under ERTA allowed foun

Nonoperating foundations conversely held only per-
dations more investment flexibility in terms of factors such

cent in both years Operating foundations reported sig- as type of assets and risk Since the measurement based

nificant decreases in the value of land buildings and on assets rather than on current income encompasses

equipment between 1986 and 1987 Investment and both realized income and unrealized appreciation or

charitable-use land buildings and equipment decreased depreciation in the value of the assets it better measures

by 44 and 32 percent respectively Nonoperating foun- the entire endowment Previously the calculation based

dations reported little or no decrease in their holdings of on current adjusted net income measured only realized

land buildings and equipment changes to the endowment Prior to ERTA those foun

dations earning high adjusted net income in relation to the

THE PAYOUT REQUIREMENT minimum investment return on assets had higher dis

tributable amounts than if the unrealized changes in their

Under the Tax Reform Act of 1969 TRA69 nonoperat- endowment had also been used in the final computation

ing foundations were required for the first time to pay out of the required distributable amount
an annual minimum amount for charitable purposes The

charitable amount could and still can be distributed by This was particularly true for the years immediately
the end of the tax return year following the year in which preceding ERTA when inflation rates were relatively high
it was required to be paid The payout requirement was

During this inflationary period many foundations that

established in order to prevent the accumulation of tax- based their distributable amount on their adjusted net

exempt assets without corresponding distribution for income rather than on minimum investment return ex
charitable purposes TRA69 required that flOfloperating perienced an erosion of their endowment over time
foundations calculate the required charitable payout the Therefore ERTA seemed to lead to more favorable

distributable amount by basing it on the greater of either investment environment particularly for the smaller foun
current adjusted net income or fixed percentage of the dations which tend to hold greater proportion of fixed

average value of noricharitable-use net investment as- income yield investments that earn proportionately high

sets the minimum investment return Later the realized adjusted net income These investments

Economic Recovery Tax Act of 1981 ERTA changed the resulted in relatively high distributable amounts for the

way that these foundations calculated the distributable smaller foundations prior to ERTA However the data

amount by eliminating the adjusted net income criterion indicate that the larger foundations rather than the

ERTA required that foundations use percent of non- smaller tended to take advantage of the change in the

charitable-use assets to compute the amount without
payout requirement enacted under ERTA The larger

regard to the adjusted net income foundations distributed proportionately less after ERTA
and then reinvested more The smaller foundations did

In effect for the years immediately following the enact- not tend to significantly readjust their investment and
ment of ERTA the distributable amount declined for many distribution patterns As illustrated earlier in Figure the

foundations after using the new method In 1982 and amount of charitable distributions made by the small

1983 respectively 75 and 71 percent of foundations had foundations tends to be based more upon the amount of

lower distributable amounts than would have been the
contributions received than the amount of investment

case under the law prior to ERTA Of these foundations income

in 1982 and 1983 respectively 46 and 45 percent espe

cially the larger foundations reacted to lower distributable ERTA has helped foundations to increase the value of

amounts by paying out less than would have been re- their assets thereby increasing their ability to give

quired under the law prior to ERTA Through the changes charitably The largest foundations accordingly have
enacted under ERTA policymakers hoped to allow foun- realized the largest percentage and absolute increases in

dations greater opportunity to maintain and even to both assets and distributions since ERTA Despite the

increase the value of their endowments An increase in decline in the real value of foundation assets from 1986-

the value of the endowments would in effect increase the 1987 the total fair market value of assets of nonoperating

long-run giving power of foundations thus increasing foundations increased by 56 percent in real terms from

long-run charitable distributions Over the 1982-1987 1982-1987 This represents large increase in corn-

period charitable distributions increased by real rate of parison to the 22-percent real increase in the Gross Na-
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tional Product GNP The increase in foundation assets of adjusted qualifying distributions was divided by the

from 1982-1987 also compares dramatically to the erosion amount of the monthly average of noncharitable-use net

of aggregate real asset value sustained by foundations in investment assets Payout trends for selected years

the decade leading up to ERTA 31.0-percent decline from 1974-1987 show that the payout percentage

from 1972-1981 Since ERTA the significant in- declines as the size of the foundation increases Figure

crease in assets has enabled the foundation sector to Smaller foundations tend to give out larger perceni

maintain or increase endowment size for future giving age of their asset base sometimes to an extent exceeding

Although ERTA led to decreased distributions in the years their return on investments Larger foundations tend to

immediately following 1981 by 1987 foundations had reinvest proportionately more of their earnings conse

increased real qualifying distributions considerably by 38 quently distributing smaller proportion for charitable

percent purposes in any given year The median payout rates for

all sizes of foundations either equal or exceed the 5-per-

Since only nonoperating foundations are required to cent charitable payout requirement

fulfill the charitable payout requirement the data that

follow including the payout rates rates of total return In light of ERTA the aggregate median payout rate

income yields and percentage changes in assets and changed in not unexpected pattern from 1974-1986

distributions unless otherwise indicated represent only
From 1974-1982 it increased from 8.4 percent for 1974 to

nonoperatingfoundations.Theseorganizationscomprise 9.7 percent for 1982 From 1982-1983 the rate

over 90 percent of foundations in both number and total declined to 8.2 percent and then for 1986 further

assets Also it should be noted that oftentimes declined to 6.9 percent The downward trend after 1982

foundations performance isnt measured until after the indicates that after ERTA foundations may have adjusted

end of its current fiscal year In these cases the founda- to the new law by paying out smaller percentage of their

tion can take advantage of the 1-year grace period for assets The total median rate then increased slightly to

meeting the payout requirement by making their cor- 7.0 percent for 1987 This occurred despite the stock

responding charitable distributions by the end of the markets sharp decline in October 1987

following fiscal year The rates of total return income

yields and percentage changes and dollar amounts all
Poor stock market conditions contributed to founda

have been adjusted for inflation
tioris earning much lower rates of return on their invest

ments in 1987 The low returns discussed later coupled

THE PAYOUT RATE with the payout rates led to 1-percent decline in 1987

in the real fair market value of foundation assets The

To examine the charitable distribution trends of private end-of-year market value of assets for many foundations

nonoperating foundations rates of payout performance declined while total qualifying charitable distributions in-

were calculated To calculate the payout rate the amount creased although at slower rate than in the past The

Figure F.Nonoperatlng Foundation Payout Rates Selected Years 1974-1987

size of fair maricet value __________ __________ Median_payout_rates

total assets 1974 1982 1983 1985 1986 1987

Total 8.39% 9.69% 8.23% 7.44% 6.87% 7.03%

Small foundations

$1 under $1000000 total 8.72 9.98 8.66 8.03 7.42 7.52

$1 under $100000 10.94 10.67 9.76 830 10.23 9.63

$100000under$1000000 7.25 9.03 8.03 7.61 6.49 6.66

Medium foundations

$1000000under$50000000total 6.43 8.19 6.69 6.05 5.62 5.70

$1000000 under $10000000 6.50 8.37 6.79 6.23 5.63 5.74

$10000000 under $50000000 5.84 7.23 6.05 5.51 5.39 5.40

Large foundations

$50000000 or more total 5.91 6.62 5.34 5.32 5.00 5.08

$50000000under$100000000 n.a 6.68 5.67 5.64 5.11 5.17

$100000000 or more n.a 6.45 5.00 5.10 5.00 5.02

fl.L fl J4
NOTE Dais avIabt only for the

y.ers 19741982 1983 1985 1988 and 1987 Data for both lb $5O000 under $100000000 and lb $100000000 or more categories re not

availabi for 1974
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average value of noncharitable-use net investment as percent plus the rate of inflation Sound investment

sets on which the payout requirement is based also management will often enable foundation to support

increased at slower rate than in previous years Since stable or growing endowment which will secure per-

distributions increased at faster rate than assets slight manent existence for the foundation as charitable or-

increase in the payout rate resulted in 1987 Due in ganization For this reason foundations do have the

part to prior grantmaking commitments and high returns incentive to maximize their return on investments Al-

realized in 1986 foundations did not tend to readjust their though they do not distribute dividends or income to

payout rates downward in 1987 shareholders and thus are not accountable in this man
ner they are indirectly accountable to strong donor

For 198771 percent of all foundations distributed more desire to perpetuate the endowment of the foundation

for charitable purposes than required by the payout law

The smaller foundations in particular are more likely to comparison of the payout rate to the rate of total

exceed the payout requirement by greater percent return helps to explain changes in the relative growth or

Those foundations with less than $1 million in assets decline of foundation assets from year to year The rate

represent the only group with payout rate greater than of total return formula measures the change in the value

the total median rate for all of the years shown This of the entire asset base with consideration for inflows and

occurred in part since the amount of noncharitable-use outflows of money It accounts for the realized income

assets held by small foundations tends to represent from the assets investment and otherwise as well as the

smaller proportion of total assets than for the larger foun- unrealized capital appreciation of the endowment

dations Also small foundations receive relatively large The net investment income yield or Nll yield examined

amount of charitable contributions and then often act as later shows only the realized gain or loss from investment

conduit by redistributing them within year In this assets

manner the amount of contributions received by founda

tions each year affects the amount of grants that they
The rates of total return for 1983-1987 Figure mdi-

distribute For instance the decline in the median payout
cate that the median rate of return tends to differ from the

rate from 1986 to 1987 for those foundations with under
median payout rate Although larger foundations dis

$100000 in assets may have resulted in large part from
tribute proportionately less than smaller foundations the

rate of return tends to increase as the size of the founda
the drop in contributions received Due to different dis

tribution patterns and goals the smaller foundations most
tion increases The larger foundations hold greater

often realize higher payout rates
proportion of their assets as investment securities and

seem to invest more with the goals of capital appreciation

Comparing the amount of charitable distributions ac-
and long-term giving These foundations also possess

tually given with the required amount for 198735 percent
the necessary resources to seek the assistance of sophis

of foundations distributed more than double the required
ticated investment consultants These organizations

payout amount while 13 percent distributed over ten times
tend to maintain greater proportion of lower-income

that amount As expected majority of these foundations
yield higher-risk and higher-growth common stock

were in the smaller asset size categories Distributions
Since these types of holdings appreciate faster higher

exceeded the required amount by 291 percent in the case
rates of total return for the larger foundations result The

of foundations with under $1 million in assets This com-
smaller foundations seem to invest with the intention of

pares with 46 percent for all foundations These charac- distributing relatively large charitable contributions cur

teristics are representative of foundation behavior after
rently This group tends to hold lower risk and higher

the enactment of ERTA fixed-income yield assets that do not appreciate nearly as

rapidly This results in lower relative returns for these

INVESTING BEHAVIOR foundations

Rate of Total Return Foundations realized high rates of total return from

1983 to 1986 Figure Market conditions during these

In order to fund charitable activity most often in the years proved very favorable to investors For 1983 the

form of grantmaking foundation invests its endowment largest foundations those with $100 million or more in

to realize return on assets that fulfills the 5-percent assets earned real rate of 11.7 percent and for 1986

charitable payout requirement To fulfill the payout re- 13.9 percent After accounting for the relatively low infla

quirement without an erosion of the endowment afoun- tion from l983through 1986 all of these size groups show

dation must engage in skillful investment and risk arateofreturnonassetswellabovethe5-percentpayout

management in order to realize rate of return equal to requirement The 1987 data however show different



Private Foundation Returns 1986 and 1987 369

investment results After inflation foundations earned explain part of the disparity in the Nil yields between the

well under the minimum desired percent rate of return small and large foundations The increases in Nil yields

For instance the iargest foundations earned only 1.4 after 1982 may indicate that foundations especially the

percent This resulted in large part from the sharp stock medium- and large-sized groups began to adjust their

market decline in October 1987 investment styles following the enactment of ERTA Prior

to ERTA high income-producing investments other than

During the years 1983-1986 foundations as an ag- long-term capital gains may have caused higher required

gregate realized substantially higher returns than payout distributable amounts

rates This contributed to the growth of aggregate foun

dation assets However for 1987 foundations with $1 comparison of the Nil yields with the rates of total

million or more in assets as group paid out more for return on assets shows that the Nil yields tended to be

charitable purposes than what they earned as total less than the total rates of return for 1983 through 1986

returns on assets This led to the decline in the value of The difference in the total returns and the Nil yields iridi-

aggregate foundation assets from 1986 tol 987 it will cates unrealized growth in assets between these years

prove interesting to evaluate 1988 data to ascertain since the Nil yield does not account for the unrealized

whether or not foundations adjusted their payout percent- appreciation or depreciation of assets However for

ages downward in response to the unusually low 1987 1987 the year of the stock market decline and resultant

returns low rates of total return the Nil yields although they did

drop from 1986 actually exceeded the total rates of return

Income Yield for that year This shows the unrealized loss that occurred

for 1987 The difference between the two measures mayWhe the rate of total return measures the chane
have occurred in part due to foundations that sold

the value of the entire endowment the income yield
securities and realized large gains from January 1987 until

measures only the realized investment income earned by
the October stock market decline that led to decreased

foundation The net investment income yield or Nil

end-of-year asset values

yield is calculated by dividing net investment income by

the end-of-year fair market value of investment assets ASSETS DISTRIBUTIONS AND DECISION-
investment assets include savings and temporary cash MAKING
investments securities land buildings and equipment

mortgage loans and other investments Nil yields for in the very favorable market environment during most

the different size groups of foundations vary for selected of the mid-i 980s which was accompanied by low infla

years from 1974 to 1987 Figure tion and interest rates foundations realized rates of total

return that easily allowed them to both meet the payout

The larger foundations tend to earn higher Nil yields requirement and increase the value of their endowments

than the smaller foundations The NIl yields of the larger Total nonoperating foundation assets and charitable dis

foundations exceeded those of the smaller ones for all of tributions increased in real terms by 56 and 38 percent

the years shown with the exception of 1982 The Nil yield respectively over the 1982-1987 period The amount of

includes net long-term capital gains from the sale of the real increases equaled $31.7 billion in assets and $1.7

assets This relatively large source of income accounts billion in distributions After the enactment of ERTA from

for greater proDortion of the Nil of the largerfoundations 1982 to 1986 nonoperating foundation assets grew con-

than of the smaller foundations and therefore helps to siderably by 58.1 percent However from 1986 to 1987

Figure G.Nonoperatlng FoundatIon Rates 01 Total Return on Assets 1983-1987

Median rates of retur

Size of fair market value of 1983 1984-85 1986 1987

total assets 2-year span
_______________ _______________

$1 under $1000000 n.a n.a n.a n.a

$1000000under$10000000 6.39% 25.30% 9.02% 1.29%

$10000000under$25000000 9.21 31.17 11.21 -0.08

$25000000 under $50000000 9.47 3427 11.39 2.33

$50000000 under $100000000 9.95 38.58 11.75 1.11

$100000000or more 11.69 29.56 13.94 1.36

fl.I.ncaiIab

GNP Impflcit pr$c dsftator uasd to adju for Inflation
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Figure H.Nonoperating Foundation Net Investment Income Nil Yields Selected Years 1974-1987

Median net investment Income yields
____________

Size of fair rntvalue of

19742 1982 1983 1985 1986 1987

Total -3.37% 2.31% 4.47% 4.78% 4.74% 3.89%

Small foundations

$1 under $1 000000 total -3.45 2.31 4.34 4.61 4.19 3.61

$1 under $100000 -3.74 2.27 3.90 4.50 3.59 3.05

$100000under$1000000 -3.05 2.43 4.38 4.95 5.07 4.06

Medium foundations

$1000000 under $50000000 total -2.74 2.49 5.04 5.71 6.29 4.89

$1000000under$10000000 -2.78 2.66 5.00 5.71 5.95 4.74

$10000000 under $50000000 -2.27 1.52 5.48 6.00 8.25 5.99

Large foundations

$50000000 or more total -2.46 1.67 5.53 6.84 7.70 5.63

$50000000 under $100000000 n.a 2.54 5.63 7.01 8.37 5.65

$100000000ormore na 0.58 5.06 6.56 7.08 5.53

na Not available

1The GNP implicit price deflator was used to adjust for inflation

2The calculation for 1974 divides net investment income
by

book value of investment assets For alt other years net investment income is dstded by the fair market value of investment asseta

The use of fair market values unavailable for 1974 would have lowered the rates from those calculated and most likely affected the differences between the small arid large foundations

NOTE Data were available only for the years 1974 1982 1983 1985 1986 and 1987 Data for both the $50000000 under $100000000 and the $100000000 or more categories were not

available for 1974

assets declined by percent Likewise distributions on the nature of the decision-making processes of non-

grew with an uncharacteristic decline in the rate of growth operating foundations The question arises does the rate

only from 1986 to 1987 Relatively high foundation growth of total return and possibly the Nil yield in one year affect

as compared to growth in the Gross National Product the the payout rate of the next year In other words do

effects of the change in the payout requirement and certain foundations respond to low rates of return with low

differences in the growth rates of different sizes of foun- payout rates or to high returns with high payout rates

dations all may indicate that the 1981 Economic And do these patterns differ with the size of the founda

Recovery Tax Act has had an effect on the increased rate tion

of growth of foundation assets and distributions

It appears that the investment returns of smaller faun

As the size of foundation increases asset values tend dations may affect at least in part the amount of

to increase at faster rates Since the larger foundations charitable dollars distributed in the following year For

tend to earn relatively high rates of total return and pay instance among other reasons the smallest foundations

out relatively low percentages of assets the larger foun- may have responded to relatively low Nil yields for 1982

dations increased their assets at faster rate than did the by paying out distributions at lower rates in 1983 than in

smaller ones during the 1982-1987 period The smallest 1982 However the smaller foundations also tend to rely

group during this period is the only one that paid out in large part on the amount of contributions received in

qualifying distributions at rate faster than the growth in order to help fund their charitable grantmaking For in-

their assets This group in fact experienced larger per- stance decreasesintheamountofcontrjbutionsreceivecj

centage increases in charitable distributions for 1982- for 1987 may have led to the slower rate of increase in

1987 than all of the other groups with the exception of the charitable distributions for that same year The smaller

largest Due to their large increases in assets and an foundations tend to distribute proportionately large

ability to better withstand market swings since ERTA the amounts in the present based on contributions received

largest foundations not only have increased assets at the investment returns and income yields

greatest rate but also distributions For description of

changes in assets and distributions for operating founda- Conversely the goal of more predetermined payout

tions see the Notes and References section policy appears to drive the operations and investment

policies of the larger foundations They better manage
Foundations assume somewhat different roles and be- their investments and distribute dollars in such way as

have accordingly depending upon their size The dis- to promote long-run growth of the endowment growing

parity between 1987 and the earlier years may shed light endowment will fund charitable grants at the same or at
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an increased value in the future These foundations tend from 13.9 percent to 1.4 percent Although the largest

to distribute charitable dollars at relatively consistent foundations realized the greatest rates of return and in-

payout rates irrespective of changing rates of return For creases in assets since the Economic Recovery Tax Act

example the larger foundations continued to pay out of 1981 from 1986 to 1987 these foundations realized

charitable dollars at consistent rate in 1987 despite low decline in assets The assets of the smallest foundations

rates of total return and declining assets in that year however actually increased from 1986 to 1987

These foundations tend to operate with more planned

and structured payout policy future examination of Despite the decreases in assets and investments the

payout practices in 1988 after the unusually low invest- amount of constant-dollar grants paid by all foundations

ment returns of 1987 will provide more definitive insights increased by 5.8 percent from 1986 to 1987 although at

into the investment and distribution goals and behavior of slower rate of increase than the prior year Real qualify-

the different sizes of foundations ing charitable distributions by nonoperating foundations

increased by 5.3 p_erqent as opposed to the 5.0-percent

SUMMARY
--

increaserealizedfromlg85tolg86 From1986to1987
the largest foundations increased distributions at rate

Total private foundation revenue fell by 17.2 percent in

over twice that of the 5.3-percent total rate while the
1986 dollars or $3.4 billion from 1986 to 1987 Both

smallest foundations increased distributions at rate
contributions received and net gain less loss from sales

percentage points below the total Also the total payout
of assets declined significantly in real terms by 28.4

rate did increase slightly from 6.9 percent for 1986 to 7.0

percent and 22.8 percent respectively when comparing
percent for 1987 The payout rates help to explain the

1986 to 1987 Interest and dividends two significant
total decline in the value of foundation assets for 1987 as

components of total revenue did increase although by
foundations tended to pay out charitable dollars at rate

relatively small percentages These losses for 1987 oc-
greater than their rate of total return on assets The results

curred after foundations realized large real increases be-
from 1986 to 1987 differ significantly from those between

tween 1985 and 1986 in revenue net gains from sales of

1983-1986 when foundations realized high rates of total

assets and contributions received 18.9 32.9 and 27.6
return and significant increases in assets revenues and

percent respectively
distributions In order to fund charitable distributions at

an increased rate in both the present and the future
The poor market returns in 1987 following the October

foundations rely heavily on the growth of their endow-
stock market decline most likely affected the net gain

ments
less loss from sales of assets net losses nearly tripled

while net gains decreased by almost 20 percent The DATA SOURCES AND LIMITATIONS
stock market decline and the changes implemented

under the 1986 Tax Reform Act may also have reduced The statistics in this article are based on samples of Tax

contributions to foundations The general decline in the Year 1986 and 1987 private foundation returns Forms

market value of securities that occurred in the last quarter 990-PF filed with the Internal Revenue Service IRS The

of 1987 reduced the value of the tax benefit of donating 1987 Form 990-PF was required to be filed by organiza

securities to foundations And the changes implemented tions which had accounting periods beginning in that year

under the 1986 Tax Reform Act by lowering marginal tax and therefore ending in general December 1987

rates de tIi rf th tv rIrla utirn frw thrr irih November 98 corrodinfi-CI LI IC CIC CI IC III H11
charitable contributions The decreases in these corn- ment applied to the 1986 Forms 990-PF Some part-year

ponents of foundation revenue contributed to the real returns were included in the samples for organizations

decline in the fair market value of total assets that changed their accounting periods or filed initial or

inal returns Figure shows the distribution of the 12

Along with decreases in revenue the effect of the 1987 accounting periods covered by the 1987 statistics Ap
stock market decline largely contributed to the 2.1- proximately 61 percent of the foundations accounting

percent real decline in end-of-year total foundation as- periods cover either Calendar Year 1987 or any part-year

sets or the drop from $113.2 billion for 1986 to $110.8 periods ending December 1987 The remaining 11 non-

billion for 1987 Likewise investments in securities calendar year accounting periods when grouped

declined by 2.7 percent in real terms from $87.0 billion to together spread over period of time that ranges from

$84.7 billion The significant drop in the rates of total February of 1987 to November of 1988 and may also

return between 1986 and 1987 confirms the effect of these include some part-year periods While the majority of the

losses For nonoperating foundations with $100 million 1987 data are for Calendar Year 1987 39 percent of the

or more in assets the median rate of tota return dropped data were reported for noncalendar periods that go
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beyond the end of Calendar Year 987 In total however revenue based on small number of returns The

most of the financial activity is associated with 987 methodology employed was to include in the samples all

returns with assets book value of $1 million or more
Returns filed by nonexempt charitable trusts and cer- since these were the returns that dollar-wise accounted

tam taxable foundations were excluded from the statistics for most foundation activity For example the 1155

for both 986 and 987 The two samples were stratified sample returns for 987 in this group accounted for ap
based on size of book value of total assets The 987 proximately 24 percent of all the returns in the sample and

sample was selected at rates that ranged from 7.4 percent 77 percent of the book value of the estimated total assets

for the more numerous but very small asset-size returns of all foundations The remaining 3630 returns in the

to 00 percent for the relatively few returns with large 987 sample were randomly selected at various rates

amounts of assets Selection rates for the 986 sample depending on the asset size similar sample selection

ranged from 5.0 percent to 00 percent The 4785 procedure was followed for 986 returns

returns in the 987 sample were drawn from an estimated

population of 35907 For 986 sample of 2934 returns The population from which the 986 and 987 samples

was drawn from an estimated population of 35 72 were drawn consisted of private foundation records

posted to the IRS Business Master File between 987 and

The 986 and 987 samples were designed to provide 989 Some of the records designated were for organiza

the most reliable estimates of total assets and total tions that were deemed inactive or terminated Inactive

.-
.-

..

Figurel

Private Foundation Accounting Periods 1987

Noncalendar Years Ended

Jan 1988 1%

Feb 1988 2%

Mar 1988 2%
Apr 1988 3%

Calendar Years

Dec 1987 61%

Sept 1988 5%

Nov 1988 6%

NOTE Calendar and noncalendar periods may include returns filed for only part

of year because of initial and final filings and changes of accounting period i4
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and terminated private foundations are not reflected in the discussion of the reliability of estimates based on

estimates For the small number of large private founda- samples and the use of coefficients of variation for evaluat

.n he ft.inne fist ah rlnnra cit Sri _n the precision of sample estimatesi. si .TI lIIi ar return

been filed orwas otherwise unavailable for inclusion in the general Appendix to this publication

study either prior-year returns were substituted or data

EXPLANATION OF SELECTED TERMSwere estimated using other returns having similar charac

teristics The following explanations describe terms as they ap
plied to private foundations for 1986 and 1987

The data presented were obtained from returns as

originally filed In most cases changes made to the
Adjusted Net lncome.--ln general this was the amount

original return as result of an IRS examination or
by which private foundations gross income exceeded

taxpayer amendment were not incorporated into the data
the expenses associated with earning the income In-

base Because the data presented are estimates based
cluded were aH amounts derived from or connected with --

-on sample they-are subject tosamplingarrd nonsam
property held by the foundation such as net short-term

pling error To use the statistical data properly the mag-
capital gain on sales of assets held 12 months or less

nitude of the sampling error should be known Coefficients
ordinary investment income dividends and interest rents

of variation CVS are used to measure that magnitude and royalties income from amounts set aside for future

charitable use income from all charitable functions or

Figure presents for Tax Years 1986 and 1987 ap- unrelated trade or business activity income Excluded

proximate coefficients of variation forfrequency estimates
were contributions received and long-term capital gains

of private foundation returns with less than $10 million in

or losses This item was reported on Form 990-PF Part

assets Returns with assets of $10 milDon or more were
line 27c column

selected at prescribed rate of 100 percent therefore

this category is not subject to sampling error The ap- Assets Zero or Unreported --Included in this asset size

proximate CVsshown here are intended only as general
category were final returns of liquidating or dissoMng

indication of the reliabiliti of the data For number other
foundations which had disposed of all assets and

than those shown the corresponding Cvs can be es-
returns of foundations not reporting end-of-year assets

timated by interpolation that had apparently distributed all assets and income

received during the year

Figure JCoefflcient of Variation for Frequency Disbursements for Charitable Purposes.--These
Estimates Tax Years 1986 and 1987

deductions represented grants paid and other expen
ditures for activities that were directly related to the tax-

Estimated number of returns

exempt purposes of the foundation Included were
by size of book value of total assets

proximate
necessary and reasonable administrative expenses paidcoefficient

Under
$100000 $1000000 of variation for charitable scientific educational or other similar pur

under under
poses These amounts were determined solely on theor not

$1000000 $10000000
reported

___________ ___________ cash receipts and disbursements method of accounting

as required by law and regulations This item was

Return year 1986
___________ reported on Form 990-PF Part line 26 column

15400 12400 5000 .010

10800 9100 4200 .025

5200 4700 2600 .050 Disqualified Persons.--With respect to engaging in

2800 2600 1600 .075

1700 1600 .100 prohibited transactions such as self-dealing with

800 800 500 .150
private foundation the following were considered dis

300 300 200 .250

qualified persons all substantial contributors to the
Return year 1987

__________ foundation generally those who contributed an amount
14700 12100 4800 .010

9200 7400 2700 .025 over $5000 which was more than percent of total

3900 3100 1100 .050
contributions received by the foundation foundation

2000 1600 500 .075

1200 900 300 .100
officers directors trustees or managers an owner of

600 400 100 .150

200 200 100 .250 more than 20 percent interest voting power profits

interest or beneficial interest in an organization which
NOTE Because returns with total assets $10 million or more were

was substantial contributor to the foundation
prescribed for selection at the 100-percent rate coefficients of

variation for them were not computed member of the family of any individual described in
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or above including spouse ancestors children held to be sold or used in some future period This item

grandchildren great-grandchildren and spouses of was reported on Form 990-PF Part II line columns

children grandchildren and great-grandchildren but not beginning-of-year book value end-of-year book

brothers .or sisters organizations in which persons value and end-of-year fair market value

described in through above held more than

35-percent interest another private foundation for Land Buildings and Equipment Charitable-use.--The

purposes of the tax on excess business holdings which book value or fair market value less accumulated de
was effectively controlled by person or persons in con- preciation of all land buildings and equipment not held

trol of the foundation in question and government for investment purposes Included were any property

official for purposes of the tax on self..dealing plant or equipment owned and used by the organization

in conducting its charitable activities This item was

Distributable Amount.--This was the minimum payout reported on Form 990-PF Part II line 14 columns

amount which was required to be distributed by the end beginning-of-year book value end-of-year book

of the year following the year for which the return was filed value and end-of-year fair market value

in order to avoid the excise tax for failure to distribute

Land Buildings and Equipment lnvestment-use.--Theincome currently The distributable amount was corn-

book value or fair market value less accumulated de
puted as percent of net investment assets called the

minimum investment return minus taxes on net invest-
preciation of all land buildings and equipment held for

investment purposes such as rental properties This itemment income and unrelated business income plus or

minus other adjustments either allowed or required See
was reported on Form 990-PF Part II line 11 columns

Net Adjustments to Distributable Amount This item
beginning-of-year book value end-of-year book

value and end-of-year fair market valuewas reported on Form 990-PF Part line

Minimum Investment Return --This was the aggregate
Excess Distributions Camover.The excess amount

fair market value of assets not used for charitable pur
distributed after fulfilling the charitable payout require-

poses less both indebtedness incurred to acquire those
ment that equaled the excess of qualifying distributions

assets and cash held for charitable activities muttipliedover the distributable amount This amount could be
by percent The minimum investment return was used

carried forward to the following year from both the current
as the base for calculating the distributable amount

year and the prior years in order to be applied to the
This item was reported on Form 990-PF Part IX line

distributable amount in future years This item was

reported on Form 990-PF Part XIV line Net AdjustmentŁ to Distributable Amount.--Ad just

ments that increased the distributable amount con-
Excess Grant Administrative Expenses.--This was the sisted of increases attributable to the income portion

amount of grantmaking administrative expenses incurred as distinct from the principal portion of distributions

by foundation in the charitable grantmaking process from split-interest trusts on amounts placed in trust after

that exceeded the amount which could be applied to May 26 1969 split-interest trust was trust which was
either the charitable payout requirement imposed on not exempt from tax not all of whose interests were
nonoperating foundations or the income test imposed devoted to charitable religious educational and like pur
on operating foundations The 1984 Deficit Reduction poses but which had amounts in trust for which

Act required that only the portion of grant administrative charitable contribution deduction was allowed
expenses incurred by foundation that did not exceed Recoveries of amounts previously treated as qualifying
0.65 percent of three-year average of noncharitable-use distributions also had to be added back to the dis
assets could be treated as qualifying distributions Any tributable amount

grant administrative expenses in excess of the 0.65 per
cent calculation could not be treated as qualifying dis-

Adjustments that decreased the distributable amount
tributions This temporary limitation on grantmaking were the result of income required to be accumulated as

expenses expired on December 31 1990 Beginning with
part of an organizations governing instrument These

the 1991 tax year foundations no longer will be subject to adjustments were allowed only to foundations organized
this requirement This itemwas reported on Form 990-PF before May 27 1969 whose governing instrument con-
Part XIII line tinued to require the accumulation since State Courts

would not allow the organization to change its governing
Inventories.The value of materials goods and sup- instrument These items were reported on Form 990-PF

plies purchased or manufactured by the organization and Part lines 4a 4b and
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Net Gain or Loss from Sale of Assets.--Included was an operating foundation for particular taxable year

profit or loss from sales of itemssuch as securities land private foundation had to spend at least 85 percent of the

buildings or equipment Gain or loss reflected the lesser of its adjusted net income or minimum investment

amount shown on the books of the foundation and in- return on the direct active conduct of exempt-purpose

cluded any amount from the sale of property used for both activities the income test and satisfy one of three other

investment and tax-exempt purposes Most of the gain or tests termed the assets test the endowment test and

loss was from sales of stocks and bonds Profit or loss the support test Operating foundations were excepted

from the sale of inventory items was included in gross from the income distribution requirement and its related

profit loss from business activities This item was excise taxes applicable to nonoperating foundations

reported on Form 990-PF Part line column

Distributions made by private nonoperating founda

Net Investmentlncome.--Thiswastheamountbywhich tion to an operating foundation qualified toward meeting

the sum of gross investment income plus capital gain flet the nonoperating foundations-distribution -requirement.-

income exceeded allowable deductions Included in in-
Distributions made by one nonoperating foundation to

vestment income were interest dividends rents pay- another were subject to number of conditions and

ments with respect to securities loans and royalties restrictions requiring pass-through of the distribution

Excluded were tax-exempt interest on governmental whereby the donor foundation received credit for

obligations and any investment income derived from un-
qualifying distribution but the donee foundation did not

related trade or business activities subject to the unre-
Additionally contributions to operating foundations were

lated business income tax reported on Form 990-T This deductible on individuals income tax returns limited to

item was reported on Form 990-PF Part line 27b column 50 percent of their adjusted gross income as opposed to

30 percent for contributions to nonoperating founda

Noncharitabie-use Assets Net InvestmentAssets.For tions

purposes of calculating minimum investment return

only the average rather than end-of-year fair market OtherAssets --Assets reported as Other included

value of assets that were not used or held for use for
those assets not allocable to specific asset item on

tax-exempt purposes entered into the computation An the Form 990-PF balance sheet or not included else-

asset was not used directly in carrying out the foundations where on the return and certain amounts given

exempt purpose if it was not used in carrying on special treatment in the course of statistical processing

charitable educational or other similar function which
The first category included such items as construction

gave rise to the exempt status of the foundation Ex- reserve land deferred income dividends receivable

amples would be the fair market value of securities and escrow deposits income tax refunds interest dis

rental property owned by the foundation for investment counts interest-free loans overdraft protection and

purposes This item was reported on Form 990-PF Part program-related investments The second category in-

IX line
cluded amounts reported by the return filer as negative

liabilities This item was reported on Form 990-PF Part II

Nonoperating Foundations --These were organiza-
line 15 columns beginning-of-year book value

tions that generally carried on their charitable activities in end-of-year book value and end-of-year fair market

an indirect manner by making grants to other organiza- value

tions that were directly engaged in charitable activities in

contrast to those operating foundations engaged in Other Investments --Investments reported as Other

charitable activities themselves However some non- included such items as advances bank certificates cash

operating foundations were actively involved in charitable values of life insurance certificates of investment invest-

programs in addition to making grants Nonoperating ments in art coins gold gems and paintings miscel

foundations were subject to an excise tax and possible laneous loan income and patronage dividends This item

additional penalties for failure to distribute an annual was reported on Form 990-PF Part II line 13 columns

minimum amount for charitable purposes within re- beginning-of-year book value end-of-year book

quired time period value and end-of-year fair market value

Operating Foundations --These foundations generally Private Foundation --A nonprofit corporation associa

expended their income for direct active involvement in tion or trust with narrow source of funds which operated

tax-exempt activity such as operating library or or supported social educational scientific charitable

museum or conducting scientific research To qualify as religious and other programs dedicated to improving the
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general welfare of society By law private foundation payout requirement that equaled the excess of the dis

was an organization which qualified for tax-exempt status tributable amount over the sum of total qualifying distribu

under Internal Revenue Code section 501 c3 and was tions and any excess distributions carryover from prior

not church school hospital medical research or- years applied to the distributable amount Sanctions

ganization an organization with broad public support in were imposed in the form of penalty taxes on private

the form of contributions or income from tax-exempt foundations that did not pay out an amount equal to the

activities an organization which was operated by or in distributable amount by the end of the following tax year

connection with any of the above described organiza- This item was reported on Form 990-PF Part XIV line 6f

tions or an organization which tested for public safety column

The primary difference between private foundation and

public charity lay in the sources of each organizations
NOTES AND REFERENCES

funding foundation usually received its funds from an
All references to assets are stated at their fair market

individual family or corporation while as the name
value unless book value is specifically noted

implies public charity received its funds mainly from

large number of sources within the general public
For 1987 the aggregate total revenue of private

foundations consisted of interest and dividends

Quali4ing Distributions --Included were grants direct
from securities savings and temporary cash invest-

expenditures to accomplish charitable purposes
ments 32.6 percent net gain less loss from sales

charitable-purpose operating and administrative expen-
of assets 32.5 percent contributions gifts and

ses amounts paid to acquire assets used directly to

grants received 30.9 percent and other miscel

accomplish tax-exempt functions charitable program-
laneous types of income 4.0 percent Total

related investments and amounts set aside for future
revenue and other terms as they apply to private

charitable projects Qualifying distributions were
foundations are described and cross-referenced in

creditable against the foundations obligation to pay out
the Explanation of Selected Terms section

its distributable amount This item was reported on Form

990-PF Part XIII line

For description of the time periods covered by the

1986 and 1987 statistics see the Data Sources and
Total Assets.This was th9 sum of all assets reported

Limitations section of this article
in the foundations end-of-year bafance sheet shown at

both book value and fair market value This item was
All inflation-adjusted constant dollar or real

reported on Form 990-PF Part II line 16 columns
figures cited in this article were derived using the

beginning-of-year book value end-of-year book
Implicit Price Deflators for Gross National Product

value and end-of-year fair market value contained in Council of Economic Advisors

Total Expenses --This was the sum of contributions Economic Report of the President February 1990

gifts and grants paid plus various operating and ad- Table C-3 Unless otherwise noted figures referred

ministrative expenses related to both investment and to as current dollars or nominal are not adjusted

charitable-purpose activities This item was reported on for inflation

Form 990-PF Part line 26 column

For 1985 private foundation data see Riley Mar-

Total Revenue.This was the sum of gross contnbutions garet Private Foundation Returns 1985 Statistics

gifts and grants received interest and dividends from of Income Bulletin Summer 1989 pp 27-43

securities savings and temporary cash investments net

gain less toss from sales of assets mostly investment Over three-quarters of total expenses for 1987 were

assets but could include charitable-use assets gross rents contributions paid out and the remainder operating

and royalties gross profit or loss from business activities and administrative expenses

and other miscellaneous income Total revenue items were

reported as shown on the books and records of the founda- The term net gain less loss refers to the aggregate

tion and were based on either the cash receipts or accrual total of all individual net gains reported minus all

method of accounting This item was reported on Form individual net losses reported

990-PF Part line 12 column

For an in-depth discussion of organizations other

Undistributed Income --The required amount remain- than private foundations which are tax-exempt

ing undistributed after application of the charitable under Internal Revenue Codesection 501 c3 see
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Hilgert Cecelia and Mahler Susan Nonprofit same $100 donation made by the individual for

Charitable Organizations 1985 Statistics of Income 1987 with newly reduced income tax rate of 38.5

Bulletin Fa 1989 Volume Number pp 53-65 percent would actually Cost $61.50 only $38.50 in

tax would be saved on $100 deducted from taxable

Programs termed chantable refer to any tax-exem income

activities which are charitable educatxnal scientific

social literary or religious in nature Statistics of Income--1986 Individual Income Tax

Returns U.S Department of the Treasury Internal

Generally the assets test was met if 65 percent or Revenue Service 1989

more of the foundations assets were used directly

for the active conduct of charitable activities The Statistics of Income--1987 Individual Income Tax

endowment test was met if the foundation normally Returns U.S Department of the Treasury Internal

made distributions for the active conduct of Revenue Service 1990

ºharitÆbl ªäiivitiesiri an amunt not less than two-

--

thirds of its minimum investment return The sup- Statistics of Income--1986 Corporation Source

port test was met if substantially of its support Book U.S Department of the Treasury Internal

other than gross investment income was normally Revenue Service 1989

received from the public or five or more qualifying

exempt organizations no more than 25 percent of Statistics of Income1987 Corporation Income Tax

its support other than gross investment income Returns U.S Department of the Treasury Internal

was normally received from any one such qualifying Revenue Service 1990

exempt organization and no more than half of its

support was normally received from gross invest- The amounts of contributions received and total

ment income revenue used to calculate the ratios in Figure

were reported in Part lines and 12 respectively

Some of the foundations classified as nonoperat- column of the Form 990-PF 1nvestment income

ing for 1986 and 1987 were failed public charities was reported in Part line 12 column and is the

organizations that were originally classified as gross amount before deductions for related expen

public charities but that could no longer qualify for ses Grants paid was reported in Part line 25

that favored status because they failed to maintain column

the required minimum of support from public sour

ces Most often the reclassified nonoperating foun- This represents the method used after the 1969 Act

dations continued to operate like public charities and up until 1982 when ERTA became effective

conducting programs or providing direct services

as opposed to making grants to accomplish Salamon Lester and Voytek Kenneth Manag
charitable purpose Perhaps many of these or- ing Foundation Assets An Analysis of Foundation

ganizations could have qualified as operating foun- Investment and Payout Procedures and Perfor

dations but had not requested such status from the mance The Council on Foundations 1989

Internal Revenue Service

The Foundation Director 11th edition Loren Renz

For discussion of how tax law changes made editor The Foundation Center New York 1987

under the Tax Reform Act of 1986 affected in- xx

dividuals for 1987 see Hostetter Susan and Bates

Jeffrey Individual Income Tax Returns Preliminary To calculate the payout rate the amount of ad-

Data 1987 Statistics of Income Bulletin Spring justed qualifying distributions was divided by the

1989 Volume Number pp 5-26 amount of the monthly average of net investment or

noncharitable-use assets This payout formula ad-

For example fully deductible $100 donation made justs qualifying distributions with slight additions

for 1986 by an individual whose income was taxed and subtractions that are made to the required dis

at rate of 50 percent would actually cost only $50 tributable amount on the Form 990-PF Return of

after the donation was claimed as deduction from Private Foundation The formula also adjusts for

income on the individuals tax return $50 in tax was excess distributions made in the past and applied to

saved by reducing taxable income by $100 The the requirement of the current filing year
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Data were available only for the years 1974 1982 To calculate the rate of total return shown in

1983 1985 1986 and 1987 Figure private foundation information returns in

data samples for consecutive years were matched

The volatile stock market no doubt affected the asset in order to analyze both the beginning- and end-of-

value of foundation differently depending on its year fair market value data The returns in the

accounting period For instance since the payout samples were matched by the employer identifica

rate depends on monthly average of assets those tion number EIN Due to the lower sampling rates

foundations using calendar year accounting for the smaller foundations the rate of matching the

period for 1987 realized relatively solid months information returns for consecutive years was not

prior to the October decline The payout rate cal- high enough to ensure proper level of statistical

culation then would account for both the positive confidence Therefore the rate of return was only

and negative months calculated for the medium- and large-sized founda

tions those holding $1 million or more in assets

The rate of total return formula is the same as that And since 1984 returns were not sampled calculat

used by Salamon and Voytek in study on founda- ing rates for 1984 and 1985 was not possible How

tion assets for the years 1979-1983 See Salamon ever by matching the 1983 and 1985 data files

and Voytek ibid 32 The formula is as follows median figuresforthe 2-year period were calculated

RATE OF TOTAL RETURN Salamon and Voytek Ibid

Ending Fair Market Value of Assets Salamon and Voytek Ibid

Beginning Fair Market Value of Assets
Contributions Received by the Foundation

Grants Paid by the Foundation 28 Operating foundations although they realized

Operating and Administrative Expenses smaller increases in assets and distributions than

Excise Tax Paid on Net Investment nonoperating foundations between 1982 and 1987

Income performed similarly during the same period These

DIVIDED BY organizations increased their real assets and dis

tributions from 1982-1987 by 42 and 13 percent

Beginning Fair Market Value of Assets
respectively Between 1986 and 1987 however

Contributions Received
operating foundation assets declined 11 percent in

1986 dollars larger percentage than the 1-percent

The beginning fair market value of assets for decline in total nonoperating foundation assets

any given year equals the ending fair market And unlike nonoperating foundations operating

value reported on the prior years return foundations decreased their charitable distributions

Thus in order to provide consistent form of from 1986 to 1987 by 14 percent Since operating

measurement by which to compare rates of foundations are not held accountable to payout

return among different years the ending fair requirement it is not surprising that their charitable

market value of assets amounts reported for distributions declined by considerable amount for

both the year subject to the computation and 1987 These foundations then did not increase

the prior year were used to compute the total assets by as much from 1982 to 1987 and did feel

rate of return the effects of the 1987 decline more strongly
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OVERALL FINDINGS AND CONCLUSION

Overall Findings

During the 1985 tax year the qualifying distributions of nonoperating private

foundations amounted to $5.9 billion $417 million 7.1 percent of that total was

attributable to grant-making administrative expenses

The limit on grant-making administrative expenses in section 4942g4 of the

Internal Revenue Code of 1986 was not an effective method of discouraging

foundations from incurring excessive amounts of these administrative expenses

Small foundations were the most likely to incur excessive expenses but these

foundations also tended to have excess qualifying distributions thus posing little

if any potential for tax liability under section 4942 In no instance was tax

incurred as result of foundation exceeding the grant-making administrative

expenses limit

The grant-making administrative expenses limit formulated as percentage of net

noncharitable assets had no discernible impact on abusive situations such as the

payment of excessive compensation Abusive situations were controlled by the

existing excise tax provisions under Chapter 42 the grant-making administrative

expenses limit did not provide any additional deterrent

Computations regarding the grant-making administrative expenses limit were

complex and burdensome to private foundations Consequently the error rate of

private foundations reporting in this area was high The private foundations

miscalculations in turn caused administrative difficulties for the IRS

Private foundations were in substantial compliance with the provisions of the tax

laws that apply to them

Conclusion

The limitation on administrative expenses allocable to the making of foundation grants set

forth in section 4942g4 of the Code should be allowed to terminate as scheduled in

subparagraph of that statute
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SUBJECT OF THE STUDY

This is the report of study requested in the Conference Committee Report to the Deficit

Reduction Act of 1984 DEFRA concerning the grant-maldng administrative expenses of

private foundations The Committee Report asked for this study in order to obtain more detailed

information concerning private foundation grant-making administrative expenses than was

available at that time

--
As-requestedthe study is based On priiate fOufidatiöii infOrmatidif rØtürn Fôth99O-

PF that have been revised to require additional and more detailed information on administrative

expenses and other expenses of these foundations Also in accordance with the request the study

examines

The amount of qualifying distributions that actually reach charitable

beneficiaries

The administrative costs of such payouts

The effect of the revised general definition of and limitation on

grant-making administrative expenses eligible to be treated as

qualifying distributions both of which were enacted as part of

DEFRA and

The additional information provided by the Form 990-PF

concerning categories and types of administrative expenses and the

basis for allocating such expenses among categories of foundation

expenses

The body of this report contains an analysis of audit results from stratified random

sample of private foundation returns filed on Form 990-PF for tax year 1985 There are in

addition four appendices Appendix describes how the study was conducted Appendix is

an analysis of another sample of private foundations 1985 tax year returns it was prepared as

part of the Statistics of income SOl Divisions ongoing program to publish data from

information returns.2 Appendix is hypothetical 1985 Form 990-PF return that reflects

weighted aggregate totals for all foundations estimated from the SOI sample It also shows what

H.R Conf Rep No 861 98th Cong 2d Sess 1087 1984

Riley Private Foundation Returns 1985 Statistics of Income Bull 27 Summer 1989
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areas of the return were added because of the DEFRA amendments Appendix contains the

audit survey questionnaire and accompanying instructions Internal Revenue Service IRS
examiners used in completing examinations performed under the study

BACKGROUND TO THE STUDY

Private Foundations and Their Qualifying Distributions

In lay terms private foundations are charitable corporations trusts or associations that

are not publicly supported and in practice frequently are controlled by the creator his/her

family and close associates Private foundations are classified as either operating or

nonoperating Nonoperating foundations the primary focus of this study generally are

distinguished from operating foundations in that they carry on their charitable activities in an

indirect manner These nonoperating foundations make grants to other organizations directly

engaged in charitable activities rather than expending substantially all their income for the active

conduct of their own charitable programs such as conducting seminars or operating museum.3

Qualified operating and nonoperating foundations are exempt from federal income tax under

section 501a of the Internal Revenue Code of l986 as exclusively charitable organizations

described in section 501c3

Charitable grants made by private foundation constitute qualifying distributions The

term qualifying distributions also includes the private foundations direct disbursements to

accomplish charitable purposes disbursements to acquire assets used directly to accomplish

exempt functions program-related investments amounts set aside for future charitable projects

and reasonable and necessary administrative expenses including those incurred for the purpose

of making grants grant-making administrative expenses Under section 4942 of the Code5

nonoperating foundations are required each year to pay out by the end of the following year

qualifying distributions equal to approximately percent of their net noncharitable assets.6 This

Some nonoperating foundations however conduct charitable programs directly in addition to making grants

All future Code references are to the Internal Revenue Code of 1986

5Section 4942 of the Code was enacted as part of the Tax Reform Act of 1969 Pub 91-172 Dec 30 1969

and was amended by the Economu Recovery Act of 1981 Pub 97-448 Aug 13 1981

6wing to certain types of statutorily permitted reductions the percent payout requirement can be effectively

decreased below that level in actual operation Permitted reductions include payments for the net investment income

tax imposed by section 4940 of the Code and the unrelated business income tax imposed by section 511 Also

reductions for blockage and other marketability discounts limited to 10 percent by section 4942 g2B in the

case of certain securities but statutorily unlimited in other cases reduce the net noncharitable asset base and thus
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qualifying distributions rule commonly is referred to as the charitable payout requirement The

charitable payout requirement was enacted to ensure that minimum amount would reach

charitable beneficiaries in timely manner

Because of their direct conduct of charitable programs operating foundations are not

subject to the same payout requirement as nonoperating foundations However in order to

retain their operating foundation status they must meet the two requirements set forth in section

4942j3 of the Code Under the first requirement which is commonly referred to as the

income test operating foundations must make qualifying distributions directly for the active

conduct of exempt activities amounting to at least 85 percent of their current income adjusted

net income or 5ºrcent of their hefnonchÆiitable assets minimum investment return

whichever is less The second requirement is met by satisfying one of three alternative tests

based on assets endowment or sources of support.8

Reason For Study of Grant-making Administrative Expenses

Private foundations are required to report on their Form 990-PF returns detailed

information concerning the portion of their administrative expenses that relate to grant-making

This requirement commenced with the 1985 tax year and resulted from Congressional concern

that some foundations might be incurring excessive amounts of administrative expenses and using

these expenses to satisfy the annual charitable payout requirement When it sought statistical

information regarding private foundation administrative expenses the House Ways and Means

Committee found that reliable data were unavailable Therefore DEFRA directed the Treasury

Department to conduct this study

DEFRA Provisions Relating to Administrative Expenses

Also as part of DEFRA section 4942g1A of the Code was amended to provide that

only reasonable and necessary administrative expenses may be treated as qualifying

distributions for purposes of satisfying the payout requirement

More significantly DEFRA added section 4942g4 of the Code to place limitation

based in major part on 0.65 percent of net noncharitable assets on the amount of reasonable and

produce minimum payout level of less than percent of full fair market value in many cases

See section 53.4942b-i of the Foundation Excise Tax Regulations See aLso Appendix C-1O where

the formula is computed mechanically by following Part XV of the Form 990-PF return

See section 53.4942b-2 of the regulations
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necessary grant-making administrative expenses.9 Up to the statutory limit private foundations

are able to apply grant-making administrative expenses as qualifying distributions toward

meeting either the charitable payout requirement imposed on private nonoperating foundations

or the income test imposed on private operating foundations

Grant-making administrative expenses exceeding the limit are per se not reasonable and

necessary and may not be counted as qualifying distributions Therefore if nonoperating

foundation has made only the minimum payout required by section 4942 of the Code without

taking into account the grant-making administrative expenses limit and its grant-making

administrative expenses exceed the limit it must take one or both of the following steps to avoid

liability for the excise tax penalty on failure to distribute income it may use credits excess

distribution carryovers it accumulated from prior years to make up the difference and/or

it may currently within the tax year make an additional qualifying distribution beyond the

current years requirement at least equal to the excess grant-maldng administrative expenses

Otherwise it would be liable for the excise tax penalty imposed by section 4942 for failure to

distribute income

This limitation on grant-making administrative expenses is temporary it will expire on

December 31 1990 unless extended by Congress

SPECIFIC FINDINGS

item Amount and Types of Qua1fying Distributions

For tax year 1985 the qualifying distributions of nonoperating foundations amounted to

$5.88 billion.0 Figure sets forth the extent of these distributions by category

In general the formula for the limit is the excess of 0.65 percent of the sum of the foundations net

noncharitable assets for the current and preceding two tax years over the total of grant-making administrative

expenses for the preceding two years that were counted as qualifying distributions

The qualifying distributions paid out during tax year 1985 exceeded the amount nonoperating foundations

were required to pay out that year under section 4942 of the Code by $1.8 billion or 44
percent
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Figure A.Quaiifying Distributions of Nonoperating Foundations By Category As Adjusted

figure are estimates based on samplesmoney amounts are in millions of dollarsi

Cate2ory Amount Percentage of

Total

Directly Reaching Beneficiaries

Gifts Grants Etc to Others $5240 89.1%

Direct Conduct of Charitable Activities 84 1.4

Technical Assistance to Charities 21 0.4

Program-related Investments ....... _J.J

Total Direct Charitable Payments $5407 92.0%

-Other ----

Grant-making Administrative Expenses 417 7.1

Miscellaneous Qualifying Distributions 56

Total Other Payments 473 8.0%

Total Qualifying Distributions $5880 100.0%

NOTE Detail may not add to total because of rounding

As Figure discloses the amount of qualifying distributions for tax year 1985 that

actually reached charitable beneficiaries was 5.407 billion or 92 percent of all qualifying

distributions The balance consisted of amounts attributable to grant-making administrative

expenses and related compliance costs reportable as miscellaneous distributions

Item Amount and Categories of Grant-making Administrative Expenses

Overview of Grant-making Administrative Expenses

For all nonoperating foundations grant-making administrative expenses amounted to $417

million or 7.1 percent of the $5.88 billion total of qualifying distributions for the 1985 tax

year As Figure notes these expenses as determined by IRS examiners were distributed

in the following categories

Excess grant-making admimstrative expenses which by definition are disallowed as qualifying distributions

amounted to $34 million equivalent to 0.6 percent of qualifying distributions As discussed on pp 13-14 infra only

small number of nonoperating foundations potentially were affected by exceeding the limit
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Figure B.Grant-making Administrative Expense Amounts of Nonoperating Foundations by Category as

Adjusted

All figures are estimates based on samples

Category Per Audit Percentage of

Total

Compensation of Officers Directors Trustees 89730069 21.5%

Other Employee Salary and Wages 109624520 26.3

Pension Plans Employee Benefits 41048294 9.8

Legal Accounting Other Professional Fees 65547344 15.7

Interest and Taxes 1803311 0.4

Occupancy 26548787 6.4

Travel Conferences Meetings 27652887 6.6

Printing and Publications 9380921 2.2

Other Expenses 45.698.426 JI

Total Grant-making Administrative Expenses $417034558 100.0%

NOTE Detail may not add to total because of rounding

ExaminersAdjustments to Reported Grant-making Administrative Expenses

Adjustments in General

Nonoperating foundations 1985 Form 990-PF returns required adjustments to reported

grant-making administrative expense items in 48.6 percent of all cases Consequently the

pervasiveness of error in reporting grant-making administrative expenses is notable

Furthermore adjustments that increased the amounts of grant-making administrative expenses

were almost equaled by adjustments that decreased the amounts indicating that mere error as

opposed to bias in reporting was the controlling factor Figure sets forth the percentage of

returns adjusted by expense category
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Figure C.Percentage of Nonoperating Foundation Returns Adjusted By Exuense Category and Percentage

of Returns Adjusted

Cate2orv Incre Decreased Adjusted

Compensation of Officers Directors Trustees 6.9% 3.8% 10.7%

Other Employee Salary and Wages 0.9 0.4 1.3

Pension Plans Employee Benefits 1.4 0.3 1.7

Legal Accounting Other Professional Fees 11.5 15.3 26.8

Interest and Taxes 1.9 10.3 12.2

Occupancy 2.0 0.8 2.8

Travel Conferences Meetings 1.7 1.6 3.3

PrintingandPublications_ -- --
3.2 6.9 10.1

Other Expenses Il iL_

Returns Adjusted 22.1 26.5% 48.6%

NOTE Detail may not add to total because of rounding

Adjustments to reported grant-making administrative expenses were common in every

asset class2 As Figure shows the very smallest and the very largest nonoperating foundations

were relatively less prone to error than the other foundation classes

Figure D.Percentage of Returns Adjusted in Each Asset Code

Asset Code Sze Percentage of

Returns Adjusted

Very Small 39.8%

Small 54.6

Medium 62.6

Large 60.4

Very Large 41.2

12
The term Asset Class used throughout corresponds with the asset classes which were used as basis for

stratifying the study sample described in Appendix A-2

Asset Code Size Percentage of Description Book Value of Assets Except Where Noted

all Foundations

Very Small 51.3% Under $100000

Small 34.2 $100000 to $999999

Medium 12.3 $1000000 to $9999999

Large 2.1 $10000000 and over except those with $500000000 or more in Fair Market

Value of Assets

Very Large 0.1 $500000000 or more in Fair Market Value of Assets
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As noted above adjustments that increased the amounts of grant-maldng administrative

expenses reported were very nearly counterpoised by adjustments that decreased the amounts

reported Furthermore what was true in the aggregate was true for most of the constituent

expense categorieaInterest and Taxes being the most conspicuous exception.3 Figure which

sets forth the percentage of dollar amount adjustments to the reported grant-making administrative

expenses of nonoperating foundations shows that the net aggregate of adjustments increased their

grant-making administrative expenses by only 0.5 percent

Figure E.Percentage Adjustments to Reported Grant-maldng Administrative Expenses of Nonoperating

Foundations

Category Increased Decreased Total Percentage

Adjustments Change

Compensation of Officers Directors Trustees 8.9% 2.9% 11.8% 6.0%

Other Employee Salary and Wages 4.0 3.4 7.4 0.6

Pension Plans Employee Benefits 4.2 2.3 6.5 1.9

Legal Accounting Other Professional Fees 12.8 12.9 25.7 -0.1

Interest and Taxes 5.3 70.1 75.4 -64.8

Occupancy 10.0 6.3 16.3 3.8

Travel Conferences Meetings 3.1 1.3 4.4 1.7

Printing and Publications 44.0 14.1 58.1 30.0

Other Expenses 15.3 24.4 39.7 -9.1

Total Percentage Adjustments to Reported

Grant-making Administrative Expenses 7.1% 6.6% 13.7% 0.5%

NOTES Detail may not add to total because of rounding

Total Adjustments displays the sum of the increase and decrease percentages

Percentage Change displays the net increase or decrease in each category

The frequency of error regarding grant-making administrative expense items combined

with the fact that underreporting was almost equaled by overreporting indicates that insofar as

nonoperating foundations were concerned misallocations were common but there was no

consistent overall pattern to these misallocations other than widespread confusion.4

13

Adjustments to Interest and Taxes are specifically discussed at 11 infra

respect to operating foundations error was equally frequent but the adjustments most often decreased

the amounts of grant-making administrative expenses In virtually all of the situations whereoperating foundations

grant-making administrative expenditures were decreased the shifted amounts were recharacterized as direct

charitable expenses This recharacterization was necessary because operating foundations often erroneously allocated

and sometimes even equated time spent on direct conduct of charitable activities to time spent on grant-making

administrative activities Where an operating foundation had reported excess grant-making administrative expenses
this

type of recharacterization increased the amount of the foundations qualifying distributions because the shifted

amounts no longer were subject to the grant-making administrative expenses limit
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We found that the grant-making administrative expense allocation problems cannot be

attributed to the novelty of the revised Form 990-PF It is more consistent with the facts to

conclude that allocation of grant-making administrative expenses is complex concept that

requires its own record-keeping system and some moderately difficult computations

Particular Categories of Adjustments

Compensation

-Nonoperating -foundations have--far smaller staffs- than-otherwise- equivalent operating

foundations Consequently as Figure illustrates compensation-related expenses are far

smaller item for nonoperating foundations

Figure F.Compensation-Related Charitable Expenses of Foundations Expressed as Percent of Total

Charitable Disbursements

Operating
31%

Foundations

000peratinq

Foundations

1% 1%
1%

IWIIltIIIII ________ lIIIUIlIIIIIFt

omens tiployu Py pissis itt

Note The information in this Figure comes from data developed by SO in its study of 1985 private foundation returns

As with most categories compensation adjustments sometimes increased and sometimes

decreased nonoperating foundations grant-making administrative expenditures In some cases

managers time spent on investment activities was reported erroneously as time spent on grant-

making administration and when adjusted the amount of salary attributable to that time was

disallowed as qualifying distribution In other cases managers time spent on direct

charitable activities was erroneously allocated to grant-making administration In such cases the

adjustment reduced grant-making administrative expenses but did not reduce the qualifying
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distribution.5 In still other cases manager spent more time on grant-making administration than

the allocation indicated In these cases the reallocation increased grant-making administrative

expenditures

ii Inwrest and Taxes

As noted in Figure reported expenses in the category Interest and Taxes were reduced

64.8 percent by IRS examiners.6 The item most frequently adjusted in this category was the

net investment income tax imposed by section 4940 of the Code.7 Liability
for the section 4940

tax and for the tax on unrelated business income imposed by section 511 properly reduces only

the distributable amount and should not serve to increase qualifying distributions.8

iii Other Expenses

As also noted in Figure reported expenses in the Other Expenses category were

reduced by 9.1 percent upon examination.9 The decrease was in large part attributable to the

fact that the most frequently mentioned item in Other Expenses was the expense of publishing the

As discussed in note 14 in cases where nonoperating foundation had excess grant-making administrative

expenses this type of reallocation increased the amount of the nonoperating foundations qualifying distribution

because the reallocated amounts were not subject to the grant-making administrative
expenses

limit

16
See supra

In cases where payments of section 4940 tax were entered as grant-making administrative expense item

foundations in effect were claiming double benefit

The payout requirement that is the distributable amount automatically was reduced for the year

in which the liability arose and

The amount was added as qualifying distribution to satisfy the payout requirement in the year

in which the tax was paid thus it was counted twice

Those small-to-medium size private foundations in Asset Codes and assets of at least $100 thousand but less

than $10 million as group were most prone to error This group which comprises 46.5 percent of all private

foundations see Appendix A-2 Figure accounted for 61 percent of all section 4940 tax adjustments in

the returns examined

18
See Appendix C-i where on Part of the Form 990-PF return payments of the section 4940 tax

and the 511 tax are excluded from the distributable amount

19
See supra
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notice of availability of the organizations report.2 This expense however should not have been

reported as grant-making administrative expense but rather should have been treated as

miscellaneous qualifying distribution that is not subject to the limitation on grant-making

administrative expenses.2

IRS examiners looked into whether errors in the Other Expenses category helped to

identify abuse cases The examiners found no correlation between Other Expenses errors and

abuses

Item Effect of the Amendment of Section 4942w Limit Grant-making Administrative

penses

Errors In Calculating the Limit

As noted earlier foundations have problems in reporting the expenses subject to the granx

making administrative expenses limit.22 We also found that calculation of the limit is highly

prone to error Foundations representing 51 percent of the population did not compute the grant

making administrative expense limit accurately

The magnitude of the error rate regarding calculation of the limit arises from two major

causes taxpayer confusion and lack of adequate records to compute the limit acturately and

the cumulative effect of many errors occurring elsewhere in the return The error rates

regarding the expenses subject to the limit and regarding the limit itself are so high as to indicate

that both private foundations and the IRS would have to incur significantly higher compliance

costs if data relevant to the limit are to be noticeably more accurate
23

20The second most common item was the annual expense of registering the organization with the State Attorney

General or other state regulatory official Other reported expense items in order of frequency were

Miscellaneous expenses

Office
expense or supplies

Insurance

Telephone and

Bank charges fees or expenditures

21
Iiistructions for Form 990-PF state that on Part XVII-A line foundations should enter amounts

attributable to publishing the notice of availability of their reports under other qualifying distributions

22
See supra

23
For example SO found that 25 30 percent of the returns in its sample required adjustments just in Part

XVII-A Summary of Grant Programs and Other Activities to correct inconsistent taxpayer entries See Appendix

C-li
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Effect of Exceeding the Grant-making Administrative Expenditure Limit

As noted the grant-making administrative expenditures were an estimated 7.1 percent of

the $5.88 billion in qualifying distributions made by nonoperating foundations and that excess

grant-making administrative expenditures were estimated to be $34 million or 0.6 percent of

qualifying distributions.24

We found that an estimated 12 percent of nonoperating foundations exceeded the grant

administrative expense limit Further we found that the expenses disallowed by the limit

prevented less than percent of all nonoperating foundations from reaching their minimum

payout requirement for the same period because most foundations had excess qualifying

distributions that offset the excess and therefore disallowed grant-making administrative

expenses In all these remaining cases however the organizations had enough excess

distributions from earlier years not only to offset the excess but also to allow them to continue

their current pattern unchanged for at least two years Consequently at no level of excess grant-

making administrative expenses did the limit cause taxable event under section 4942 of the

Code

Most 60 percent of the nonoperating foundations that exceeded the expense limit were

the very small foundations with book values of assets under $100000 The very small

foundations however are also very likely to exceed the minimum payout required by section

4942 of the Code they also are the least likely to have significant compensation-related

expenses It may be posited that the reason the very small foundations are the most likely to

exceed the limit is not caused by the size of their grant-making administrative expenses It

results rather from the fact that they are more likely to depend disproportionately on

contributions instead of assets as their source of funding because the limit is calculated on net

assets their statutory limitation is disproportionately low.27

In contrast to the very small foundations the very large foundations which have most of

the compensation-related grant-making administrative expenses and which tend to make payouts

24
See supra

25

Approximately percent of operating foundations exceeded the grant-making administrative
expenses limit

In no case however did loss of private operating foundation status result from this

26
77 percent of foundations in Classes through exceeded the minimum payout requirement

while only 35 percent of Class foundations paid out more than required

27
Appendix B-2 Figure sets forth components of private foundation revenue for small medium

and large foundations
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at or near the required minimum28 are the least likely to exceed the grant-making administrative

expenses limit

Item Compensation Abuses

As regards compensation abuses of the total 882 organizations examined the study

identified 20 such cases Where appropriate the agents were able to propose imposition of the

excise tax on self-dealing under section 4941 of the Code or of some other appropriate foundation

excise tax The instances of compensation abuses included the organizations payment of personal

expenses of officers and trustees payment ofobligationsof disqualified persons and-other

instances of private benefit

Our examinations found that the foundation excise tax provisions contained in sections

4941 4943 4944 and 4945 of the Code have deterrent effect against abuses by private

foundations and furnish adequate effective and equitable remedies Moreover there is no

evidence from our study that would lead us to believe that the percentage limitation contained in

section 4942g4 independently deters compensation abuses.29 Nevertheless we believe that the

reasonable and necessary standard added by DEFRA to section 4942g1A represents

useful signal of Congressional concern about the potential for abuse in this area

Item Compliance of irivate Foundations

Overall we found that private foundations are in substantial compliance with the

provisions of the tax laws that apply to them.3

28
See note 26 supra

291t should be noted for example that we found some compensation abuse cases where the foundations grant-

making administrative expenses were well within the statutory limit of section 4942g4 and were thus completely

unaffected by it More significantly we did not find correlation between cases where compensation abuses

occurred and cases where the grant-making administrative limit was exceeded in fact the organizations involved

in compensation abuse cases exceeded the section 4942g4 limit at about the same rate as the other organizations

in the sample However it would be hard to draw strong statistical conclusion from this evidence because there

were only 20 abuse cases in the sample

30Nevertheless there is one area in which substantial improvement should occur Private foundations should

timely report their initial Chapter 42 excise tax liabilities on Form 4720 Return of Certain Excise Taxes on Charities

and Other Persons Under Chapters 41 and 42 of the Internal Revenue Code Only percent of affected private

foundations adhere to this rule however
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HOW THE STUDY WAS CONDUCTED

Coordination of the Study

At the request of the Treasury Department the IRS conducted the study and assigned

it to the Employee Plans and Exempt Organizations Operations Division The IRS Statistics of

Income Division and Research Division provided computer operations and statistical support for

the study

The working team formed by these three divisions briefed both Treasury officials and staff

members of the tax-writing committees of Congress on the scope and methodology of the study

before beginning any return examinations The committees staff members requested the team

to include nonexempt charitable trusts in the study and to focus special attention both upon

compensation issues and upon what are classified as other expenses on Form 990-PF The

working team also briefed representatives of the American Bar Association the American

Institute of Certified Public Accountants and the Council on Foundations

Sampling MEthodology and wnination Phase Procedures

To ensure accomplishment of the study objectives the IRS issued special examination

instructions and held training classes for all participating examiners

Between October 1986 and June 1988 IRS district offices conducted examinations

of 882 private foundation returns based on stratified random sample The examiners submitted

checksheet capturing important elements of each examination for study purposes

The returns selected and examined were for tax year 1985 The only constraint on the

sample design was that its size could not exceed 900 cases since that was the maximum number

of cases the IRS could examine without serious disruption of other examination programs The

sample was stratified by value of assets into five asset codes and then by key district office

within each asset code The following Figure describes the asset codes

These trusts are described in section 4947a1 of the Code
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Figure A.Description of Asset Codes

Asset Code Size Percentage of Description Book Value of Assets Except Where Noted

all Foundations

Very Small 51.3% Under $100000

Small 34.2% $100000 to $999999

Medium 12.3% $1000000 to $9999999

Large 2.1 $10000000 and over except those with $500000000 or

more in Fair Market Value of Assets

Very Large 0.1 $500000000 or more in Fair Market Value of Assets

The sample was weighted to minimize distortions Therefore all 18 private foundations

in Asset Code were examined and the sample size of private foundations in other asset codes

was predetermined that is approximately 100 private foundations in Asset Code

approximately 200 in Asset Code approximately 300 in Asset Code and approximately 200

in Asset Code

Nonexempt charitable trusts constituted distinct class that was randomly sampled across

Asset Codes through the approximate sample size of these trusts was 100 We found no

difference that was relevant to this study in the behavior of nonoperating foundations and

nonexempt charitable trusts Therefore all references in the body of the report to nonoperating

foundations include nonexempt charitable trusts

team of selected district reviewers also checked those cases identified by the examiners

as having Chapter 42 excise tax violations or tax abuse potential Both the Exempt Organizations

Technical Division and the Individual Income Tax Division provided technical assistance on the

application of uniform rules with respect to issues arising under section 4942 of the Code In

addition the Research Division provided assistance with respect to the extent to which the study

data corresponded to data from earlier Taxpayer Compliance Measurement Programs relating to

Chapter 42 Tax Compliance Data

There were no nonexempt charitable trusts in Asset Code
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Private Foundation Returns 1985

By Margaret Riley

Please refer to page 331 for the article Private Foundation Returns 1985
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SUPPLEMENTAL SO AND RELATED MATERIALS

Introduction

This Appendix contains hypothetical 1985 Form 99OPF return The

return reflects weighted aggregate estimates of amounts reported on Forms 990-PF filed for the

reporting year 1985 as determined by the Statistics of Income Division study The return also

identifies line items and parts added to Form 990-PF in 1984 and 1985 that relate to grant

administrative expenses or changes in the section 4940 tax rate

The figures contained in the return are not identical to the figures found in the body of

the report because those in the main report are based on audited returns
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99 O-PF Return of Private Foundation 0MB No 1545-0052

or Section 4947a1 Trust Treated as Private Foundation 85Department of the Treasury

Internal Revenue service
Note You may be able to use copy of this return to sat is State reporting requirements

For the calendar year 1985 or tax year beginning 1985 and ending 19

Name of orgunization Employ ldsntlflcatlon number

Estimated Population 31221 PFs
Please type ______________________________________________________ _________________________

print or fr4dr number and street State registration number see instructions

attach label

See Specific

Instructions City or town state and ZIP code Fair market value of assets at end of
year

__________ 97089200JJ
If application pending check here Foreign organizations check here Please attach check or money order here

Check type of organization
If the foundation is in 60-month

Exempt private foundation LII 4947aXl trust Other taxable private foundation termination under Section

Section 4947aXl trusts filing this form in lieu of Form 1041 check here and see General Instructions 507bX1XB check here

The books are in care of
Check this box if your private foun

dation status terminated under

Located at Telephone no section 507bXlXA LI

Disbursements1F1111 Analysis of Support Revenue and Expenses
Revenue and

Net investment Adjusted net
for charitableexpenses per

See instructions for Part bOOk$
income income

purpose

Contributions gifts grants etc received attach schedule Ar4
Contributions from split-interest trusts ________________________________________________________________

Interest on savings and temporary cash investments 927 305

Dividendsandinterestfromsecurities 3.902.791

____________ _________________________________Net rental income loss

Gro rents

Aii/
Net gain or loss from sale of assets not on line 10 ________________________________________________________________

Capitalgainnetincome _____________________________________________________

___
Net short-term capital gain _____________________________________________________________

Income modifications _______________________________________________________________ 14%ft

10 Gross sales minus returns and allowances ___________________

Minus Cost of goods sold attach schedule

cGrossprofitIoss 1722R1
11 Other income attach schedule ScI0 ______________ _____________________________

12 Totaladdlineslthroughll 1641233 105O591 _______________________

13 Compensation of officers directors trustees etc SR 002 ______________ ______________ 99 743

14 Otheremployeesalariesandwages 354756 ____________ ____________ 295556

15 Pension plans employee benefits 79059 ____________ ____________ 65 116

l6aLegalfees 441i03 ___________ ___________ 21849

bAccounting fees 29.531 ___________ ___________ 13800

cOtherprofessionalfees 173307 ___________- ___________ 32182
17 Interest 58231 15713
18 Taxesattach schedule 242479 ____________ ____________ 23.417

19 Depreciation and depletion 97 755 _____________ _____________ /1 1/ 1/

20 Occupancy 76970 62661
21 Travel conferences and meetings 079 926

Printingandpublications 19777 16441
23 Otherexpensesattachschedule 467966 ___________ 346 002

24 Total operating and administrative expenses add

lines 13 through 23 ______________ ______________ ______________ ______________

25 Contributions gifts grants paid 5397 439 AVI4 2it 14

26 Total expenses and disbursements add lines 24 and

25 7240579 475988________________________________________ 22

27a Excess of revenue over expenses and

disbursements line 12 minus line 26 _____________________________________________________________viii10 042 766Net investment income if negative enter -0- _____________________________________________________________WiiArAdjusted net income if negative enter -0-

For Paperwork Reduction Act Notlc see page of the Instructions Form 990-PF 1985

jj All amounts shown are in thousands of dollars



409

Form 990Pt 1985 _____________ Page

Balance Sheets Attached schedules should be for end of Beginnir of year End of year

amounts only See instructions for col Book Value Book Value Fair Market Value

Cashnon-interestbearing _____________ 831.079 827074

Savings and temporary cash investments ________________ ________________ ________________

Accounts receivable

minusallowancefordoubtfulaccounts ______________ 326 524 ______________

Pledges receivable r%ifrii4.Vi V4frAM4 II2YIIN%
minus allowance for doubtful accounts _______________

97 339 96 14

Grants receivable _____________ 68106 69.025

Receivables due from officers directors trustees and other

disqualified persons see instructions ________________
19 755 22 04

Other notes and loans receivable VNA MMI fAtfrIVJffffV%

minus allowance for doubtful accounts 823 17 627

-lnventoriesforleoruse -- 28.173 26715
Prepaidexpensesanddeferredcharges _____________ 60.781 63421

10 lnvestmentssecuritiesattach schedule 45743 253 ______________

11 Investmentsland buildings and equipment basis
11i1%

minus accumulated depreciation attach schedule _______________ .567 .982 273 fl3fl

12 Investmentsmortgage loans _____________ 494481 12F7fl
13 Investmentsother attach schedule ________________ ________________

14 Land buildings and equipment basis
wAiii riiÆiA

minus accumulated depreciation attach schedule ________________ 068 18 23 08
15 Other assets Describe ______________ .828 709

16 Totalassetssee instructions 62644429 73.225342
17 Accounts payable and accrued expenses ________________ ___________________________________

18 Grants payable _______________ ________________________________

19 Support and revenue designated for future periods attach schedule

20 Loans from officers directors trustees and other disqualified persons

21 Mortgages and other notes payable attach schedule ________________ _________________________________

22 Other liabilities Describe

23 Total liabilities add lines 17 through 22 3289263 178 769

Organizations that use fund accounting check here

and complete lines 24 through 27 and lInes 31 and 32

24a Current unrestricted fund ________________ ___________________________________

Current restricted fund ________________ _________________________________

25 Land buildings and equipment fund ________________ ___________________________________

26 Endowment fund ________________ _________________________________

27 Other funds Describe _________________ ___________________________________

Organizations not using fund accounting check here

and complete lInes 28-32

28 Capital stock or trust principal _________________ ___________________________________

29 Paid-in or capital surplus _________________ ___________________________________

130 Retained earnings or accumulated income _________________ ___________________________________

31 Total fund balances or net worth see instructions
59355 166 70046.57

32 Total_liabilities and_fund_balances/net_worth_see_instructions _______________ ________________________________

Analysis of Changes In Net Worth or Fund Balances

Total net worth or fund balances at beginning of yearPart II column line 31 19 355 1F
Enter amount from Part line 27a 1719 52

Other increases not included in line itemize 39 fl5

Addlinesl2and3 _____________

Decreases not included in line itemize 87 602

Total net worth or fund balances at end of year line minus line 5Part Ii column line 70 046
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Capital Gains and Losses for Tax on Investment Income

Description examples How acquired
Kind of property Indicate security

...
Date acquired .Date sold

real estate or other specd
story brick etc 0Donation

trio day yr mo. day yr

______________________________________________________ __________________________________ _______________ ___________________ _______________________

Gross sales price Depreciation allowed
Ii Cost or other basis

Gain or loss

minus expense of sale or allowable plus minus

Complete only for assets showing gain in column and owned by the foundation on 12/31/69
Losses from coP

Adjusted basis Excess of col Gains excess of col gain over col

.M.V 15 of 12/31/69
as of 12/31/69 over cal It if any

but not less than zero

Capital gain net income or net capital

If gain atso enter in Part line

If loss enter -0- in Part line

Net short-term capital gain loss as defined in section 12225 and

If gain also enter in Part line see instructions for line

if loss enter -0- in Part line
________________________________

Qualification Under SectIon 4940e for Reduced Tax on Net Investment Income

For optional use by domestic private foundations subject to section 4940a tax on net investment income
If section 4940dX2 applies leave Part blank

Were you liable for section 4942 tax on the distributable amount of any year in the base period Yes No

It EYes you do not qualify under section 4940e Do not complete this part

Enter the appropriate amount in each column for each year see instructions before makini any entries

Base period years Payout ratio column divided

Calendar year or fiscal year beginning in Qualifying distributions Net value of noncharitable.use assets
by column

1984
________________________ ________________________ _________________________

1983 _______________________ _______________________ _______________________
1982

________________________ ________________________ _________________________
1981 _____________________ _____________________ ______________________
1980

________________________ ________________________ _________________________

Totaloflinelcol.d

Average payout ratio for the 5-year base perioddivide the total on line by or by the number

of years the foundation has been in existence if less than years NOT APPL1 CABLE

Enter the net value of noncharitable-use assets for 1985 from line Part IX FOR AGGREGATE

Muttiplyline4byline3
STATiSTiCS

Enter 1%ofline27bPartl _____________________

Addlines5and6 ______________________

Enter the amount from line Part XII ___________________________

If line is equal to or greater than line check the box in Part VI line ib and complete that part using 1% tax rate See the Part VI

instructions
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Excise Tax on Investment income Section 4940a 4940b 4940e or 4948see instructions

Exempt operating foundations described in section 4940dX2 check here attach copy of ruling letter and

enter N/A

Domestic organizations meeting the requirements of section 4940e check here complete Part and enter

1% of line 27b Part

All other domestic organizations enter 2% of line 27b Exempt foreign organizations enter 4% of line 27b _____________

Tax under section 511 domestic section 4947aXl trusts and taxable foundations only Others enter -0-

Addlinesland2 ___________
Tax under subtitle domestic section 4947aXl trusts and taxable foundations only Others enter -0- _____________

Tax on investment income line minus line but not less than -0- 169 529

CredIts Exempt foreign organizationstax withheld at source _______________

Tax paid with application for extension of time to file Form 2758
--

-I ni
-- -PayinfutlwithreturnMskecheckormoneyd.ipay.bitiirttim.1RenueSsrvce

Write empi yer identification number on check or rnonsy order
8__Overpayment_line_6 minus

_____________

Statements Regarding Activities

Fil Form 4720 If you anew No to question lOb lb or 14b or Yes to qu.stlon lOc 12b 13 or 13b unless an .zc.ptlon
No

laDuring the tax year did you attempt to influence any national State or local legislation or did you participate or

intervene in any political campaign
_________

Did you spend more than $100 during the year either directly or indirectly br political purooses see instructions for definition __________

If you answered Yes to la or ib attach detailed description of the activities and copies of any materials published

or distributed by the organization in connection with the activities N%
Did you file Form 120-POL _________

Have you engaged in any activities that have not previously been reported to the Internal Revenue _________

If Yes attach detailed description of the activities

Have you made any changes not previously reported to the IRS in your governing instrument articles of incorporation 7/I Ni
or bylaws or other similar instruments __________

lfYesattachaconformed copy of the changes // N/%

Did you have unrelated business gross income of $1000 or more during the year _________

If Yes have you filed tax return on Form 990-1 for this year __________

Was there liquidation termination dissolution or substantial contraction during the year __________

If Yes attach the schedule required by General Instruction

Are the section 508e requirements satisfied either

by language written into the governing instrument or

by State legislation that effectively amends the governing instrument so that no mandatory directions that conflict

with the State law remain in the governing instrrnent __________

Did you have at least $5000 in assets at any time during the year __________

If Yes complete Part II column and Part XVI

Enter States to which the foundation reports or with which it is registered see instructions

If you answered Yes have you furnished copy of Form 990-PF to the Attorney General or his or her designate of Al
each State as required by General Instruction 11 _________

If No attach explanation

Are you claiming status as private operating foundation within the meaning of section 4942QX3 or 4942QX5 for I/A33

calendar year 1985 or fiscal year beginning in 1985 see instructions for Part XV _________

If Yes complete Part XV

10 Self-dealing section 4941

During the year did you either directly or indirectly

Engage in the sale or exchange or leasing of property with disqualified person

Borrow money from lend money to or otherwise extend credit to Or accept it from disqualified person

Furnish goods services or facilities to or accept them from disqualified person _________

Pay compensation to or pay or reimburse the expenses of disqualified person _________

Transfer any of your income or assets to disqualified person or make any of either available for the benefit or

use of disqualified person __________

Agree to pay money or property to government official Exception check No if you agreed to make grant

to or to employ the official for period after he or she terminates government service if he or she is terminating
within 90 days
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Statements Regarding Activities continued

if you answered Wes to any of the questions lOa1 through were the acts you engaged in excepted acts as
No

described in regulations section 53.4941d-3 and

Did you engage in prior year in any of the acts described in lOa other than excepted acts that were acts of self

dealing that were not corrected by the first day of your tax year beginning in 1985 __________

11 Taxes on failure to distribute income section 4942 does not apply foryears you were private operating foundation

as defined in section 4942jX3 or 4942jX5

Did you at the end of tax year 1985 have any undistributed income lines 6d and Part XIV for tax years beginning

before 1985 _________

if Yes list the years /j

If Yes to la are you applying the provisions of section 4942a2 relating to incorrect valuation of assets to the 1%

undistributed income for ALL such years _________

If the provisions of section 4942aX2 are being applied to ANY of the years listed in la list the years here and see the

instructions

12 Taxes on excess business holdings section 4943 /4

Did you hold more than 2% direct or indirect interest in any business enterprise at any time during the year __________

if Yes did you have excess business holdings in 1985 as result of any purchase by you or disqualified persons after

May 26 1969 after the lapse of the 5-year period or longer period approved by the Commissioner under section //

4943cX7 to dispose of holdings acquired by gift or bequest after the lapse of the 10-year first phase holding period

or after the 15-year first phase holding period _________

Note You may use Schedule Form 4720 to determine if you had excess business holdings in 1985

13 Taxes on investments that jeopardize charitable purposes section 4944 N%
Did you invest during the year any amount in manner that would jeopardize the carrying out of your charitable purposes

Did you makeany investment in prior year but after December 31 1969 that could jeopardize your charitable M/
purpose that you had not removed from jeopardy on the first day of your tax year beginning in 1985 __________

14 Taxes on taxable expenditures section 4945

During the year did you pay or incur any amount to

Carry on propaganda or otherwise attempt to influence legislation by attempting to affect the opinion of the

general public or any segment thereof or by communicating with any member or employee of legislative

body or by communicating with any other government official or employee who may participate in the for-

mulation of legislation
....

influence the outcome of any specific public election or to carry on directly or indirectly any voter ViW4

registration drive

Provide grant to an individual for travel study or other similar purposes

Provide grant to an organization other than charitable etc organization described in section 509a

or3 orafter December 31 1984 section 4940 dX2
Provide for any purpose other than religious charitable scientific literary or educational purposes or for the

prevention of cruelty to children or animals

If you answered Yes to any of questions 14a1 through 14a5 were all such transactions excepted transactions as

described in regulations section 53.4945

if you answered Yes to question 14a4 do you claim exemption from the tax because you maintained expenditure

responsibility for the grant
.....

if Yes attach the statement required 4V%

15 Did.any persons become substantial contributors during the tax year
If Yes attach schedule listing their names and addresses

16 During this tax year did you maintain any part of your accounting/tax records on computerized system

iwiiii information About Officers Directors Trustees Foundation Managers Highly Paid Employees and

Contractors

List all officers directors trustees foundation managers and if paid their compensation for 1985 see instructions

Title and average hours Contnbutions to
Ex

Name and address per week devoted to empioyee benefit ot Compensation

position pians
___________________ ____________________

Total
_______________
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IFIIT1III information About Officers Directors Trustees etc continued

Compensation of five hiiest paid employees for 1985 other than Included In line 1see Instructions ____________
Title

Contnbutions to

Name and address of employees paid more than $30000 employee benefit et Compensation

Total number of other employees paid over $30000 WNA f/I1SiIff/I1iii IffA rIItfIi/i cAuI4rArzf/2

FIve hlShest paid persons for professional services fOr 1985 see instructions _____________
Name and address of persons paid more than $30000 Type of service Compensation

Total number of others receiving over $30000 for professional services Y4A4/4
Minimum investment Return

Fair market value of assets not used or held for use directly in carrying out charitable etc purposes

Average monthly fair market value of securities _________________

Average of monthly cash balances _________________

Fair market value of all other assets see instructions _________________

Total add lines and _________________

Acquisition indebtedness applicable to line assets _________________

Line id minus line ________________

Cash deemed held for charitable activitiesenter 1% of line for greater amount see instructions

Line minus line ________________
Enter5%ofline5 4097359

______ Computation of Distributable Amount see instructions

Minimum investment return from Part IX line _________________

Totalof

Tax on investment income for 1985 from Part VI line _________________

Income tax under subtitle for 1985 ________________

Distributable amount before adjustments line minus line ________________

Additions to distributable amount

Recoveries of amounts treated as qualiifying distributions _________________

Income distributions from section 4947aX2 trusts _________________

Line pIus line _________________

Deduction from distributable amount see instructions

Distributable amount as adjusted line minus line Also enter in Part XIV line 672 .648
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Limitation on Grant AdminIstrative Expenses

Calendaryearorfiscalyearbeginningin
1985 1984 1983 Total

Net value of noncharitable-use assets

see instructions

Multiply line by .0065 ________

Grant administrative expenses treated

as qualifying distributions in the two

precedingyears

Enter the smaller of line line in

columns and In column enter the

total of columns and

Grant administrative expenses for 1985

from Part XII line 13

Maximum amount of 1985 grant

administrative expenses that may be

treated as qualifying distributions line

column minus line column

Excess grant administrative expenses

for 1985 line minus line if

negative enter -0- enter result on line
568

Part XIII

Grant administrative expenses treated

as qualifying distributions in 1985 line

minus line

Note The amount on line will be used in completing the schedule for 1986 and 1987

Schedule of Grant Administative Expenses see Instructions before making any entries

Compensation of officers directors trustees etc 76 447

Otheremployeesalanesandwages 164394

Pension plans employee benefits 33 460

Legalfees 14.705

Accounting fees 9.995

Other professional fees 21 22

Interest 13296

Taxes 14.272

Occupancy 36675
10 Travel conferences and meetings 20008
11 Printing and publications 10269
12 Otherexpenses 136518
13 Total 551262

Qualifying Distributions see Instructions

Amounts paid including administrative expenses to accomplish charitable etc purposes

Expenses contributions gifts etc.total from Part column line 26
__________________

Program-related investments

Amounts paid to acquire assets used or held for use directly in carrying out charitable etc purposes __________________

Amounts set aside for specific charitable proiects that satisfy the

Suitability test pnor IRS approval required ________________

Cash distribution test attach the required schedule _________________

Total add and ________________

Enter excess grant administrative expenses from line Part Xl ________________

Total qualifying distributions line minus line Enter this amount on line Part XIV 222

Organizations that qualify under section 4940efor the reduced rate of tax on net investment income

enter 1% of line 27b Part see instructions __________________

Qualifying distributions line minus line __________________

Note The amount on line will be used in Part column when calculating the section 4940e reduction
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Computation of Undistributed Income see Instructions

Corpus Years prior to 1984 1984 1985

Distributable amount for 1985 from Part

Undistributed income if any as of the end of 1984

Enter amount for 1984

Total for prior years

Excess distributions carryover if any to 1985

From 1980

From 1981

From 1982

From 1983

From 1984

fTotaiof3athroughe.

Qualifying distributions for 1985 ___________

Applied to 1984 but not more than line 2a

Applied to undistributed income of prior years

Election required

Treated as distributions out of corpus

Election required

Applied to 1985 distributable amount

Remaining amount distributed out of corpus

Excess distributions carryover applied to 1985

Ifan amountappears in column the same

amount must be shown in column

Enter the net total of each column as indicated below

Corpus Add lines 3f 4c and 4e Subtract

Iine5

Prior years undistributed income Line 2b

minusline4b

Enter the amount of prior years undistributed

income for which notice of deficiency has

been issued or on which the section 4942a
tax has been previously assessed

Subtract line 6c from line 6b Taxable

amount see instructions

Undistributed income for 1984 Line 2a minus

line 4a Taxable amountsee instructions

Undistributed income for 1985 Line minus

lines 4d and This amount must be 90/ 733
distributed in 1986

Amounts treated as distributions out of corpus

to satisfy requirements imposed by section

170bX1XD or 4942gJ3 see instructions

Excess distributions carryover from 1980 not

applied on line or line see instructions

Excess distributions carryover to 1986 Line 6a

minuslines7and8
7261095

10
Analysis of line

Excessfrom 1981

Excess from 1982

Excess from 1983

Excess from 1984

Exc frml
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iWVI Private Operating Foundations See instructions and Part Vii question

If the foundation has received ruling or determination letter that it is private operating

foundation and the ruling is effective for 1985 enter the date of the ruling _______________________________
Check box to indicate whether you are private operatin foundation described in section 4942jX3 or 49421X5

Tax year ________________
Prior Years

Enter the lesser of the adjusted net 1985 1984 1983 1982

Total

income from Part or the minimum

investment return from Part IX for

1985 Part VIII for prior years

85%ofline2a ___________ ___________ ___________ ___________ ___________
Qualifying distributions from Part XIII

line for 1985 Part line for

prior years ___________________ ___________________ ___________________ ___________________ ____________________

Amounts included in line 2c not used directly

for active conduct of exempt activities __________________ __________________ __________________ __________________ ___________________

Qualifying
distributions made directly for

active conduct of exempt purposes line 2c

minus line 2d

Complete the alternative test in 3a or con

which you rely

Assets alternative testenter

Value of all assets _________________ _________________ _________________ _________________ __________________

Value of assets qualifying under sec

tion 4942j3Bi _________________ _________________ _________________ _________________ __________________

Endowment alternative testEnter of

minimum investment return shown in Part

IX line for 1985 enter of comparable

amount Part VIII line for prior years

Support alternative testenter

Total support other than
gross

invest

ment income interest dividends

rents payments on securities loans

section 512aX5 or royalties

Support from general public and or

more exempt organizations as provid

ed in section 4942jX3XBXiu

Largest amount of support from an

exempt organization ___________________ ___________________ ___________________ ___________________ _____________________

Gross investment income
_________________ _________________ _________________ _________________ __________________

IflhIA911 Supplementary Information see instructions

informatIon Regarding Foundation Managers

List here any managers of the foundation who have contributed more than 2% of the total contributions received by the foundation

before the close of any tax year but only if they have contributed more than $5000 See section 507dX2

List here any managers of the foundation who own 10% or more of the stock of corporation or an equally large portion of the

ownership of partnership or other entity of which the foundation has 10% or greater interest

Information Regarding Contribution Grant Gift Loan Scholarship etc Programs

If you make gifts grants awards see instructions etc to individuals or organizations check here and complete these items

The name address and telephone number of the person to whom applications should be addressed

The form in which applications should be submitted and information and materials they should inciude

Any submission deadlines

Any restrictions or limitations on awards such as by geographical areas charitable fields kinds of institutions or other factors
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mviu Supplementary information continued
Grants and Contributions Paid During the Year or Approved for Future Payment __________

Reenf If reciient is an individual

showanyrelationshipto Purposeof grantor

any foundation manager contribution

Name and address home or business or substantial contributor
recipient

Paid during year

Total
___________

Approvedforfuturepayment

Total

Summary of Grant Programs Grants and program-related bAdministrative
cTotaland Other Activities investments expenses

Gifts contributions scholarships and other grants

Direct charitable activities describe each

Approximately 25-30 percent of LL
the returns in the SOl sample

Direct technical and other assistance to req red adjustment __________________________

granteesseeinstructions Part XVII-A to correct incon

Allotherattachschedule sistent taxpayer entries _____________________
Totaladd through 600 524

Program-related investments describe each type

All other attach schedule /i

Totalsee instructions 90 if-

Other qualifyingdistributions 228142
Other expenses not included in lines 14 874.viii Supporting Data

Describe on an attached schedule the bases for example time spent salary expenses incurred space utilized etc used to allocate

administrative expenses to the activities described in Part XVii.A

For the foundations principal direct charitable activities and program-related investments provide schedue of reievant statistical

information such as the number of organizations and other beneficiaries served conferences convened research papers produced etc

Attach schedule for Part XVll-A lines and setting forth for each activity or investment area the amount of any income

produced by it

iwtiui Public Inspection

Enter the date the notice of availability of the annual return appeared in newspaper

Enter the name of the newspaper

Check here if you have attached copy of the newspaper notice as required by the instructions If the notice is not attached

the return will be considered incomplete

under penalties of perjury declare that have examined this return including accompanying schedules and statements and to the best of my knowledge and belief it is

true correct and complete Declaration of preparer other than taxpayer or fiduciary is based on all information of which preparer has any knowledge

Signature of officer or trustee Date Title

IS preparers
-.- Date Check if Preparers social security no

self

2C signature employed

Firmsnameor E.l.No

yours if self-employed
and address ur ce
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Private Foundation Administrative Expense Study Checksheet

AIMS File Label Grade of Examiner 5a Return

If label is unavailable enter
DOriginal Taxpayers Copy

EIN Name of Organization KDO.tax

period MFT DLN and SERFE Amended Substitute

score
Amount of time spent by Examiner 5b Is this an IRC 4947a trust

DYes ONo

Disposal Code 5c If this is short year return inOicate

the number of months of the short

year

Note Use whole dollar amounts only with no dollar signs or commas for Items 641 and 43

Part Part XII

Revenue Expenses Grant Admin Expenses

Category
Dl

Per Return Per Exam Per Reurn Per Exam

Total Revenue

Part Line 12 Col

Compensation of Officers

Part Line 13 Col
Part XII Line

________________ ________________
Other Employees Salary Wages

Part Line 14 Col
Part XII Line

________________ ________________
Pension Plans Other Employee Benefits

Part Line Col
Part XII Line

10 Legal Fees

Part Line 16a CoI
Part XII Line

11 Accounting Fees

Part Line 16bCoI
Part XII Line

12 Other Professional Fees

Part Line 16c Col
Part XII Line

13 Interest

Part Line 17 Col

Part XII Line

14 Taxes

Part Line 18 Col
Part XII Line

15 Depreciation and Depletion

Part Line 19 Col

16 Occupancy

Part Line 20 C0I
Part XII Line9

17 Travel Conferences Meetings
Part Line 21 Col
Part XII Line 10

18 Printing and Publications

Part Line 22 Col

Part XII Line 11

19 Other Expenses

Part Line 23 Col

Part_XII_Line_12 ________________ ________________

20 Total Expenses
Part Line 24 Col
Part XII Line 13

21 Contributions Gifts Grants Paid

Part Line 25 Col

22 Total Expenses and Disbursements

Part Line 26 Col

23 Total Expenses and Disbursements

Part Line 26 Col

24 Total Expenses and Disbursements for Charitable Purposes
Part Line 26 Col

25 Excess of Revenue Over Expenses Disbursements
Part Line 27a

Form 8555 Rev 1.37 page Department of th Treasury Internal Revenue Service
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Per Return Per Exam

Part II Balance Sheet

26 Total Assets FMV
Line 16 Col

Part IX Minimum Investment Return

27 Net Value of Noncharitable Assets

Line

Part XI Limitation on Grant Administrative Expenses

28 Maximum Amount of Grant Administrative Expenses That Could

Be Treated As Qualifying Distributions

Line_6 _____________________ ______________________

Part XIII Qualifying Distributions

29 Amount Paid to Acquire Assets Used Directy in Carrying

Out Charitable Activities

Line

30 Amount Set Aside for Specific Charitable Projecr

Line 3a 3b

31 Total Qualifying Distributions

Line

Part XIV Computation of Undistributed Income IA

32 Distributable Amount for 1985

Line

33 Undistributed Income for 1985

Line 6f

34 Excess Distributions Carryover to 1986

Line

Part XVI-A Summary of Grant Programs and Other Activities IA

35 Direct Technical and Other Assistance to Granteea

Line 2c Col

36 Total Direct Charitable Activities

Lir.e2eCI.C

37 Total Program-Related Investments

Line 3e Col

38 Total Program Related Administrative xpnses
Line 3e Col

39 riof Checksheer Items 37 38

Line 3e Col

40 Indicate Other Qualifying Distributions

Line Col

41 Other Expenses
Line Col

Miscellaneous

42 Methods Used to Allocate Administrative Expenses

Per Return Per Exam

Time Spent

Salary Expenses

Space Utilized

Production Units

Hybrid decri in Remarks

Other describe in Remarks

Records Estimates

Method Based on check one of the following

ci Indicate whether the method used was reasonable and consistently used if not
Yes No

describe the probem in the Remarks section and state how it was resovedl

___________________________ ____________________________

Form 8555 Rev 1.87 page
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43 From Part XVII.8 Line enter the amount of income earned attributable to carrying
on direct charitable activities and program relatea investments Per Return Per Exam

Direct Charitable Activities

Program Related Investments

44 Is this private operating foundation it yes do not answer Items 4552 Yes No

45 Which one of the following beat describes the administration activities/expenses of this private foundation

performed and paid over 75% by the private foundation

company foundation or other type of private foundation which has substantial part

over 25% of its administrative expenses paid or provided for at no cost

Other describe in Remarks Item 57

46 Indicate the percentage of total grants this private foundation made to the following types of grantees

newly organized grantees in existence 60 months or under individuals

bI established grantees in existence over 60 months dl otrvr give an txarno.e ir Remarks tern 57

year mo-tr
47 State the month and year that this private foundation was formed

48 Number of full-time employees

49 Number of full-time employees paid over S30000 per year

50 Number of independent contractors receiving over S30000 per year

51 Number of grants made in the year

52 Number of grant applications received in the year

53 In examining this return did the agent Yes No

recommend imposition of Chapter 42

discover any actual or potential tax 3u55

find that major differences on Lines through 41 of the checksheet between amounts

reported on the return and determined upon examination were primarily because of

taxpayer confusion with the revised Form 990.PF and its related instructions

dl other describe in Remarks

If yes to Item S3a or explain in Remarks Item 57

54 If this organization-is undergoing termination indicate what kind

IAC 507b Other describe in Pemrks

IRC 5071b18 dl Not applicable

Yes No

55 Does this private foundation engage in foreign investment

56 Is this private foundation partner in partnership

Form 8555 Rev 1.37 page



421

57 Remarks

Agent Date

Reviewer Date

District Project Coordinator Date

Form 8555 Rev 1.87 page
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IRS Administrative Expense Study Checksheet and Instructions

Manual Supplement 710G-54
IcR 79G-4

Department of the Treasury CR 711G-18

Internal Revenue ServIce CR 713G20
CR 113G81

February 25 1987

EiaUonOat Febtuasy25 1989

Pnvate Foundation Administrative Expense Study

SectIon Background and Purpose .05 For additional definitions relevant to this

.01 The purpose of this supplement is to pro- study see the instructions for the 1985 Form

vide instructions torthe Private Foundation Ad. 990PF return dealing with administrative

minisirative Expense study expenses

.02 The conference report of the Deficit Re
duction Actof 1984 authorized and directed the

Section Sample Selection and AIMS
Internal Revenue Service to conduct

Control
the administrative expenses of private founda

tions The Sice was also onzed and
Returns 1985 Form 990PF of exempt pn

rected to modify the private foundation return
vate foundations identified for examination un

Form 990-PF to require additional and more der this study will be transferred by Service

detailed Information on adrrdnistrathe expendi-
Centere to the Philadelphia Service Center for

tires The resulte of this study will be by
Sb.ij processing by Statistco of Income 501

the tax-writing co...mittees of Congress in do- p0ui Returns will be forwarded to the

terming ttie extent wtricti grant
appropnate key district by the EP/E0 Opera-

expenses may be counted.towards satisfying
tions DIvision Sampled returns will be sent to

the charitable payout requirement of 494Q key dlsthct offices with green colored cover

.03 TheresultsofthisstudywiUbesubmitted
sheet to aid in identification and to speed pro

by Treasury to the tax-witting committees of ceasing Dlsthcts must order nonexempt chan

Congress by January 1990 This date was table bust returns selected for the study and

originally January 1.1988 but has been extend-
must send copy of pages of each rionex

ed byCongressin orderto give the Service time empt charitable trust NEd Form 990-PF re

to conduct the
turn to the National Office as soon as possible

.04 The study will include the examination of
send this material to Internal Revenue Service

approximately 900 1985 Form 990-PF returns
Washington DC 20224 Attri OPE.OE Room

800 exempt private foundations and 100 non-
PF Study learn Usts of these trusts

exempt charitable busts between October
were provided in memorandum to All Assist-

1986 and June 1988 ant Regional Commissioners Examination

dated April 28 1986 The key disthct office is

Section Terms
responsible for placing returns under AIMS

control Use project code 085 on all PF Study

.01 Form 8555 Private Foundation Adminis- returns and related returns Establishment on

trative Expense Study Checkaheet will be used AIMS of returns already secured can be expedi

to record the results of each examinatiOn con- ted by indicating no return requested
ducted under the study

.02 The FF Study is the shortened name

for the Private Foundation Administrative Section Key Dlstiict Procedures

pense Study .01 Each key disthct office DO may find it

.03 The PF Study return is the 1985 Form acprcpriate to develop local procedures to aug
990PF selected as part of the sample mont those provided herein Typical proce

.04 The PF Study case file is the PF Study dures which may be appropriate include

returntherelatedlormsusedinprocessirgthe Flow of returns through the RPM staff

case which are normally kept in the case file Technical/Review Staff and examining

and the examiners workpapers groups

Distribution IA Manual

IRM 11300 7900 71000 71100 71C0
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ControllIng monitoring and reporting SectIon Transfer of PF Study
within the venous 100 functions to ensure that Returns and related returns
these cases aje promptly assgrted examined

.01 PF Study returns Other than NECTs will

by PF Shidy trained examiners reviewed by the
be sent to the key disuict offices by the EIEO

Technical Review Staff and proniptry dosed Examination Branch OPEOE The key dis

U31fl9 maI edures lid office should verify that the cases received

belong in that key district Those that do riOt

Section Assignment of Cases belong will be proniptly traristened to the prop

PF Study cases are to be assigned to an er key disthct Form 3210 wiU be used for trans

examnatlongrcupLe..AlMSstatusl0orhigh-
mittals from the National Office to key dismct

er within 10 workdays from the date AIMS s- offices and acknowledgement copies must be

tabUsllnent of the return by the key district promptly signed and returned to Ilie originator

These cases should be opened for precontact .02 Form 3185 Transfer of ReturnTrarrs

anaisthin 12Od of ssØnttoan foUAdinin oFile wiIFbeed ts
examination group i.e AIMS status 12 or fercesbetweenkeydistrictoffices.Theriot.a

higher lion PF Study Return will be entered in red in

thetapmarqinoftheForrn3l85.AnonginaJ and

SectIon Staffing
two copies of Form 3185 muSt be prepared An

Highly trained examiners should be selected
onginal and one copy of Form 3185 along with

the case are sent to the transferee key dismct
to parflcpate in the PF Study The PF Study will

The transferee key disthct acknowledges re
demand technical competence thoroughness

and attention to detail as well as clear and
ceipt and acceptance of the transfer package

condse workpaper preparation and high de-
by entering the date of receipt and signature in

the top margin of the copy of Form 3185 and

returning the copy to the transferor key dIstrict

within three workdays of receipt Any questions
Section Examination Technique

as to jurisdiction of the case are to be resolved
All PF Study examinations will be field exarni-

between the transferor arid transferee offices

nations Every effort should be made to perform before receipting the package Disagreement
the examination at the organtions place of

will be resolved by Regional Offices AIMS
business or where the records are main-

transfer under existing procedures will be

tamed Examination procedures in IRM
completed when the case file is mailed copy

71069 the Exempt Organdons Examina- of the Form 3185 is to be sent to the Nationa1

lion Guidelines Handbook must be followed Office EPIEO Operations Division Examina

tion Branch 0P.E0E Atm PF Study Team
SectIon Exclusion of Selected .03 The cutoff date for transfers between

Returns disuic is 90 days after the date the return is

.01 All returns included in the study must be received in the key district office For those

examined National Office approval of exclu- transfers made after 90 days statement de

sion of PF Study returns will be extremely rare scibing the reason for the delay is to be sent

.02 Foundations selected for examination with copy of the transfer Form 3185 to the

that have terminated and flied final return prior National Office EP/EO Operations Division Ex

to December 31 1985 may be excluded Foun- arnination Branch OPEOE Atm FF Study

dations terminating their existence between Team

December31 1985 and November30 1986 will

be examined The type of termination e.g IRC

507b1A 507b1B etc shouldbe noted SectIon 10 PF Study Return not Filed

in item 54 of the checksheet If the designated PF Study return has not

.03 If the examiner finds that an examination posted to the EO/BMF within 120 days of the

cannot be made the Region is to be notified of due date the EP/EO Examination Branch

the problem by the key disthct office for referral OPE.OE will notify the key disthct invclved

of the matter by written memorandum to the arid begin search for the return If the return is

E/EO Examination Branch OPE.OE Atti not located within 210 days of the due date key

PF Study Team disrnc after National Office notification will

710G54 CR 7904 CR 711G18 CR 713020 CR 113081
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initiate the examination without the return and requesting key diSthCt must furnish the reCeiv

the delinquent return and substitute for return ing key disthct with as much information as

procedi.zres of IRM 71063.7 will be followed If possible about the case to aid in the collateral

the otgantlon has retained copy of the examination Ii copy of the related return is

return flled the EQ examiner will conduct the available for which collateral examination is

examination based on the retained copy of requested it should also be sent to the receiv

Form 990-PF provided by the organization If ing key disthct The receiving key disthct must

the organization was not liable to file Form acknowledge the request immediately upon re

990PF for the tax year another orgamuzanon ceipt and expedite the completion of the ccllat

will be substituted for it by the National Office oral examination Sixty days after the request is

receved and every thirty days thereafter the

SectIon 11 Related Rab.UTIS receiving key disthct must advise the request

ing key disthct office as to the status of the

.01 It is highly recommended that related
collateral request Collateral examinations

Forms 990T and 4720 be examined for the PF
must be made by PF Study trained examiners

Sti.idy tax year under examination and that corn- The information forwarded in response to ccl
ments on them be included in the workpapers

lateral requests includes examination time as
These related returns should be examined as

well as examination results This time should be
would be done under normal procedures The

reported on the PF Study checksheet as part of

scopeof examination of related returns is lettto
the total examination time Unless permission

the professional judgement of the EQ examiner
for later request is obtained from the E/EO

with concurrence of the Group Manager How-
Examination Branch OPEOE the cutoff

ever the effect If any of the transactions e-
date for collateral examination requests is Jan-

ported on related returns upon the allocation of 1988
administrative expenses of the organization

must be clearly outlined in the workpapers

Therefore the potential for impact on the allo-
Section 13 Fraud Referrals

cation would be matter to consider while tie- .01 If indications of fraud are discovered dur

ternilning the scope of the examination irig the examination of PF Study return or

.02 The EQ examiner should also consider related return referral is to be made in accord

theneedforanexaminationofanyotherrelated ance with IRM 71080
EP/EOretumswherehe/shebelievesthatthe .02 The EP/EO Examination Branch

information obtained from such examination OPEOE must immediately be notified of any

may have material beanng on determination fraud referrals in order to allow that office to

of the PF Study organations administrative evaluate the impact on the study arid provide

expenses For example significant changes in any necessary instructions and/or consider

FMV of noncharitable use assets affect the selection of an alternate foundations return

grantadrninis1rativeexpenseljmitationcrn When notifying the National Ctfice of fraud

putedinPartXloftheFormggopFreturnjfitjs referral include descnption of the issue

very likely that either of the two prior years is

significantly in error in this area it is also likely Seon 14 Technical Advice Requests
that the current year is significantly in error This

would not be desirable It is not mandatory that
t1 If PF Study case is identified as requir

these other related returns be examined how- ing technical advice that concerns or affects

ever the examiner will at minimum inspect
the organizations administrative expenses

such related returns PF Study returns and re-
Thekeydisthctwillsubmittherequeston

lated returns under examination must be given
Form 5565 Request for Technical Advice to

pnoritytoensuretimnelycornpleflonoftheentire
the National Office Exempt Organizations

case Technical Division OPEEO PF Study will

be marked in red on Form 5565 The requesting

key disthct will retain copy of Form 5565 in the

Section 12 Collateral Examinations
case tile

When collaternj exacriination is required for All requests for technical advice should

related return the procedures of IRM be submitted as early as possible during the

71063.8 will be augmented as follows The examination cyde Unless permission for at

71OG54 CR 79G4 CR 711G18 CR 713G20 CR 113G81
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er request is obtained from the EPI EQ Exarni- where on returns and other reports In adthbon

nation Branch CPE0E all requests for tech- the standards of reazonable compensation

nical advice should be submitted by January have been stretched beyond the boundaries at

1988 mason e.g Si 00.000 in compensation paid by

PF to director for signing fewer than ten

checks per year These possibilities should be

Section 15 Scope and Depth of considered by examiners and workpapers

Examination Required should reflect attention to this concern in all

.01 AU PF Study returns must be examined phases of the examination process to ensure

Established exempt organizations examination
that clearly unreasonable cornpensaoon issues

procedures arid guidelines in IRM 71060 and
that may arise during the study are promptly

71069 will be followed addressed and appropriately reported on Form

.02 8ecause the results from the PF Study
8555

-- -- --
ÆretóbiusedinarØportthatwillbesubrnitted

.04 Methods of allocation-of expenses be-

to Congress it is essential that examinations be
tween administrative activities which will satisfy

thoreugh.Sinceeventhebezthumanjudgment
the definition of qualifying distributions in IRC

vanes it is not sufficiont merely to determine 4942g1A and other categories of adrnints

that information on the return looks reasonable trative expenses should be carefully reviewed

and therefore can be accepted The EQ exam-
to determine whether the method reported is

met must pursue the examination to
reasonable under the circumstances and

where he/she can conclude with reasonable
whether the method is consistently applied

certainty that all areas and data necessary for

proper determination of the organizations ad- Section 15 WorkpapersComments
ministrailve expenses have been considered Required
Checksheets are to be completed without con- The EQ examiners workpapers artdior re
sidenrig tolerances that may be applied to car-

port of examination must include comments
tain.smallpotentialadlustrnents.Forexample.it

about documentation reviewed and actions
the PF Study examination determined that the

taien to fuiffil the PF Study examination require-
reallocation of expenses in column at Part

ments see section 21. Without sufficient dcc-
would call for 510 IRC 4940 tax adjustment

umentatiori it is not possible for group manag
the PF Study checksheet should reflect the

ers and reviewers to review the EQ examiners

adjustment even it the case is closed with no
work and be assured that the intensity of the

change because of the small amount involved
examination or the basis for the examiners

The sante would apply in those situations where
professional judgment is adequate Such docu

no tax is applied because Of IRC 4962
mentation is also needed to resolve arncigu

.03 The scope and depth of examination
ous erroneous or contradictory information

should be sufficient to verify the line items from
that may be identified as the study data is ccl-

the return relevant to the chŁcksheet enthes to
acted tabulated and analyzed Dcc.jmenta

thedegreeappropriateusingprofessionaljudg-
tion of abusive situations may appear in the

ment Workpapers must document selective
study report and/or the Congressional Record

probesof underlying ledgers joumais etc. par- and therefore workpapers must reflect the

tlcularfy with respect to corn pensa don expens-
highest levels of accuracy thoroughness arid

as of professional or highly paid employees profeonal judgment
directors trustees and disqualified persons

Compensation expenses should include items

that may not be includable in income to the SectIon 17 PF Study Examination

person compensated under the tax laws
Checkztieet

currently interpreted For example travel costs .01 Form 8555 Private Foundation Study

to traditional vacation areas loans at bargain Administrative Expense Checksheet has been

rates or with doubtful collateral disposals of developed for use with the study to identify

fully depreciated property at bargain prices and those areas which are cntical to the study

rent-free use of waco or accommodations crcss-ieference has also been developed be
have all been used to provide compensation tween the checksheet and Form 990PF to

to such persons while listing the expenses else- enable the EQ examiner to readily locate rele

710G54 CR 7G4 CR 711G18 713G20 CR 113G81



426

IRS Administrative Expense Study Checksheet and Instructions

IA Manual Supplement Februay 25 1987

vant checksbeel items on Form 990.-PF See SectIon 19 Unusual Problems

Section 21.03 checksheet must be complet- Any situation or problem that anses which is

ed for every examination of 1985 Form not covered in the instructions should be

990-PF conducted under the study Completed tuougritto the attention of the E.PIEO Exarnina

ctedsftee1s are to be forwarded to the Nation- don Branch 0PE0E Atth PF Study Team

ai Office OPtEOE Atth PF Study Team for

processing In order to ensire the acracy of

the declcsheet and the examination itself all Section 20 CompletIng the PF Study

PF Study cases are subject to mandatory re- Checicsheet Form 8555

view see Section 23 .01 The acracy of the data gathered for the

.02 Completed PF Study checkaheets failing PF Study depends on the quality of the complet

consistency checks at the National Office will ad checksheat The ED examiner and the

be retmed with Form M-5629 inconsistent Group Manager are primarily responsible for

Ooa.rnient Transmittal to the key disthct for quality examinations and completion of PF

correction by the Reviewer and/cr ED examin- Study clieckaheets Therefore it is necessary

er Corrections on the PF Study checkaheet are that they become thoroughly familiar with these

tobemadewithredpenol.CorrectedPFStudy instructions and with Attachment Form

ctecksheets are to be reviewed before resub- 8555 Training has been provided to those ax

mission to the National Office Form M-5629 is
aminers who will conduct the examinations

to be kept associated with the corrected PF .02 Enter only information relating to the PF

Study checksheet when it is returned to the Study return I.e. 1985 Form 990-PF on the

National Office copy of the examined return
checksheet unless otherwise directed

with original workpapers is to be retained in Peflol to make all entries and

the keydlsttictofflceunth December31 1989 to prepare only single copy of the PF Study

resolv any -questions or problems that may
checksheot However typewriter may be

arise as the data is collected tabulated arid
used to enter the information in ctiecksheet

Items 57 Il ccmputered worksheet is

prepared make sure pencl copy or printout

remains in the case file as backup

Secti on 18 DIstrict Completion Dates .04 PF StUdY Labels

An AIMS label will be affixed to the PF
.01 All PF Study cases including PF Study

Study checksheet Use the file label If there

checksheets must be thoroughly reviewed be-
an insufficient number of file labels the id

fore submission of PF Study checksheets to the
lowing information should be printed or typed

National Office Various consistency tests of
on the PF Study ctiecksheet EIN name of

the PF Study checksheet will be performed by
organization ico tax period MFT-44 DLN

the National Office during the data collection
arid SERFE score See Attachment for the

and tabulation process Therefore all examina-
format to use when printing or typing this intor

dons must be completed and submitted to the
malion Make any changes directly on the label

National Office early enough so that there is
It the employer identification number on the

ample time remaining for the consistency test AIMS label is wrong do not change it on the

process to be carried out and any identified
label make the correction in the Remarks

problems to be resolved with the submitting key section of the checksheet and correct the EIN

district office
through the appropriate Service Centes entity

.02 PF Study cases are priority item
control unit using established procedures

Prompt starting and completion of these exami- The ED examiner will circle the KCO
nations is required Early identification of cases number on the AIMS label The reviewer must

requiring transfer or tecjinicaJ advice is also ensure that the KDO entered on the label is

required correct Examiners from the Western Region

.03 District review of all PF Study cases is to should enter the old pre-consolidation KCO
be completed so as to allow time for the PF number in Item anti circle it

Study checksheets to be shipped to the Nation- Where an AIMS label is used the exam
al Office before the completion date of June iner should print the MFT in the following man
1988 ner on the bottom of the label MFT44
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.05 Enthes Required Lisle 11An adlUSUTtent reduced the

All items on the PF Study clecksheet item to zero Note No dollar signs commas or

must be completed and have au eney unless cents are shown
the item is not applicable Not applicable .06 Rounding

items are shown by dash in the appropnate Money amounts are to be rounded to the

columns nearest dollar Cents are not to be shown Cau
The Per Retum columns are corn- Uoro Even though rounding is used summary

plated from the thO return as filed If the items totals of revenue expenses/expenditures etc

on the return were revised by service canter in the Reported column must agree with to

personnel with pendi changes use tais reflected on the return for Form 990PF
the revised figures only if it is clear during the Forexampleifanentryis5Ocentsormoreitis

exarninabon that the service center revisions round up it less than 50 cents it is round down
reflect math error and are therefore what the

_________________________________
xpyçr tendq.Somesenncecen-_ ---- --

tar revisions are arbitrary reajlccauons of car- iu c_- mm xe

fain items and examiners should take care that 0e.- n.

these revisions are not used in the Per Return
rr

columns unless they coincide with the

amounts reflected in the taxpayers books and
I_________

records is

It the Per Return column for any item
Cl

____________
of the PF Study checksheet has dollar ii _______
amount then its corresponding Per Exam _______

column must have dollar amount or zero For

exampleifanadjuslznentismadetothePer I-

Return which reduces dollar amount to zero

the envy is shown as in the Pet Exam lIthe money amounts on the return

column shown in the above example are all rounded to

zero is never entered in the Per Re- the nearest dollar the sum of the rounded

turn column If pard.jiar flne item is not amounts will equal 561189 Because the total

reported or is shown as on the return per the return is only 561188 one of the

dash is entered in the Per Return or Per amounts will not be rounded to the nearest

Exam columns However lIthe examiner do-
dollar when entered on the PF Study Check

ternilnes that an item should have been report-
sheet so that the sum of lines through 19 of the

ed dash is entered in the Per Return checksheet will equal S61188 See example

column arid the dollar amount which should below of proper complebon of lines through

have been reported is entered in the Per 20 based on the informatIon shown above

Exam column For example Note in enlenng dollar amounts do not use

dollar signs comas or periods
Grrt Inh1ot1w ene

Per Per Par
Per Per Per 7r

Cateaory Raaar Exam Raciri Exam
.t

Tout Reee tzrt
oticer

Coaneition or
Ou.r loyues

.i SiI1v-7 11503

Otner ereloyees
Pension plans

5slr jtzuI Other eIoyqs
knafiti 32Pension ians

10 Logos eees
Other Eoyee J11J-B.neil tx

11 ktcncinn ies

12 Other r0TeSslOnaI
10 Lecil eel
11 ACCIuCCina tees .. reel 1371

12 Qsr iroressionij
13 tnnresc

Fees
14 Ties

it 7oprnit13 iesc .aT
___________Deoletlon ui

I.W.ii_ LLLL

LinelOAzeroisneverenteredinthe lb _tlO
17 tricil anrarencsPer Return column even when the organza aetines

bon reports or none Also dash in the 111 PrintIng ansi

____________________
699Per Exam column indicates the examiner did 19 Otner 500n1es

not overlook ths item soonlo ________
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SectIon 21 Specific insfructlons for between the Per Return and Per Exam

Completing PF Study Checkstieet figures explain the reasons forthe difference in

.01 EntIty Data Item tiie Remarks section item 57

The EC examiner will affix an AIMS Ill label substantial charge between per return

on the PF Study Checksheet as desalbed in and per examination data depends on the facts

section 20.04 If the file Label is not available of each case In general the ratio of change is

enter the EIN taxpayes name KDO tax pen- more important than the amount That is

ad MFT DLN and SEIRFE score change tram $1000 per return to $1100 per

.02 General Information Items exam is as significant as change from

EntertheGSGradeleveloftheexasniner $1000000 per return to S1.l00000 per exam

on the date of assignment in Item Both are charges of 10% clearly significant

Enter the amount of lime spent by the amount Smaller percentage charges will be

examiner in Item This will be whole hours significant wham
Time entered is total of all time charged to all They result in excess administrative

related returns e.g. Forms 990T 4720 etc expenses
for the same tax period Do not enter pnor or They result in tax adIuser1ts or

subsequent year time Total time includes the
They occur in problem catzgores

useof otherspecalists collateral requests etc such as officers compensation or other

Enter Only the appropnate disposal code expenses
for the Form 990PF in Item

Item 6Enter the total revenue from

Item
Part line 12 column of Form 990PF

Indicate in Item 5a whether the return
Item 7Enter the amount reported as

examined was the onginai return taxpayers
compensation of officers directors thjstees

retained copy amended miurn or etc from Part line 13 column and reported
for return If the retell is final reten or the

as grant administrative expenses in Part XII line

organization is terminating note this in Item 54

and in the Remarks section of the check-
Item 8Enter other employee salaries

sheet Item 57 and deschbe the type of termi

nation e.g IRC 507biA 507b1B and wages from Part line 14 column and

etc.
reported as grant adminisaathe expenses in

Indicate in Item Sb if this is an IRC
Part XII lute

4947a1 trust
Item 9Enter the amount reported as

Ifthisisashortyearreturnindicate the
pension and other employee benefits in Part

number of months in the short year in Item Sc If

line 15 column and reported as grartt admin

not applicable enter
tStIaFVe expenses Part XII line

.03 Administratve Expense Information
Item 10Enter the amount of legal tees

Items 6si of the checksheet are drawn reported in Part line 6a column and report-

from parts of the 1985 Form 990-.PF return On ed as grant administrative expenses in Part XII

the checksheet each item is descnbed and be- line

low it is reference to where it may be found on
Item t1Enter the amount of account-

the return ing fees from Part line 16b column and

In column rt the amount entered reported as grant administrative expenses in

the return for the particular item In column Pail XII line

indicate the correct amount for that item as 10 Item l2Enter other professional fees

determined by the examination Column re- from Part line 16c column and reported as

lates to the grant administrative expense per grant administrative expenses in Part XII line

return figures reported in Part XII of the 1985 11 Item 13Enter the amount of interest

Form 990PF In column enter the grant reported in Part line 17 column and report

administrative expense figures from the exami- ed as grant administrative expenses in Part Xli

nation Columns and relate only to Items line

714 and 16-20 There may be differences in 12 Item 14Enter the amount of taxes

some figures between column and column paid as reported in Part line 18 column and

if the return was prepared property Note In reported as grant administrative expenses in

Items 641 if significant difference is found Part XII line

710G54 CR 7904 CR 711018 CR 713020 CR 113081
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13 Item 15 Enter depreciation and deple- charitable accvities as reported in Part XIII

on from line 19 column fine

14 Item 16Enter occupancy expenses 28 Item 30Enter the amount set aside

reported in Patti lIne 20 column and report- for specific charitable projects as reported in

ed as grant administrative expenses in Part Xli Part XIII line 3a plus 3b
lIne 29 Item 31Enter the amount of total

15 Item 17Enter expenses for travel qualifying distributions as reported in Part XIII

conferences and meethgs from PattI line 21 fine

columnAandrepcrtedasgrantadminisatvo 30 Item 32Enter the distributable

expenses in Part XII fine 10 amount for 1985 from Part XIV line

16 Item 18Enter expenses for pnnthg 31 Item 33Enter the amount of undistrib

and reported as grant administrative expenses 32 Item 34Enter the amount of excess

in Part XII line 11 dismbudons carryover to 1986 from Part XIV

17 Item 19Enter the amount of ather ex- line

penses from Part fine 23 column and re- 33 Item 35Enter the amount at direct

potted as grant administrative expenses in Part technical and other assistance to grantees as

XII line 12 This item should be explained in the reported in Part XVIIA line 2c column cI

Remarks if the amount is greater than 34 Item 36Enter the total expenses for

310000 and the FMV of assets end of year is direct charitable activities as reported in Part

greaterthari $100000 Provide breakdown by XVU.-A line 2e column

type of othe ense 35 Item 37Enter total program-4elated

18 Item 20Enter the amount of tctal cx- investments from Part XIRA line 3a cokimn

pensee in Part line 24 column and reported

as grant administrative expenses in Part Xli line 36 Item 38Enter the amount of the total

13 prograimelated investment administrathe ex
19 Item 21Enter the amount of ccnthbu- penses from Part XVIA line 3e column

eons gifts and grants paid as reported in Part 37 Item 39Enter the total of checkaheet

line 25 column items 37 and 38 as reported in Part XVI IA line

20 Item 22Enter the totai expenses and 3e column

disbursements as reported in Pail line 26 38 Item 40Enter other qualifying disth

column butions as reported in Part XVIIA line ccl

21 Item 22Enter the total expenses and umn

disbursements as reported in Part line 26 39 Item 41Enter other expenses as re

column ported in Part XVllA line column

22 Item 24E.iter the total expenses and 40 Item 42indicate the methods used by

disbursements for charitable purposes as re- the private foundation to allocate administrative

ported in Part line 26 column expenses check the Per Return column
23 Item 2EE.iter the excess of revenue See Part XVII8 line If the organization did

over expenses and disbursements as reported not attach the schedule to the return enter art

in Part line 27a in checlcsheet Item 42a6 arid enter N-A
24 Item 25Enter the FMV of total assets in Items 42b 42c for both the Per Return

from Part II line 16 column arid Per ExaminatIon columns Also note the

25 Item 27E.iter the net value of non- lack of the schedule in Remarks Item 57 If

charitable assets as reported in Part IX line on examination the agent finds that different

26 Item 26Enter the maximum amount method or methods should have been used
of grant administrative expenses that could be he/she should check the appropriate box in the

treated as qualifying disthbutions as reported Per Exam column If hybrid or other
in Part XI lIne If this part of the return is not allocation method was used it should be de
completed enter dash ir the Per Return scbed in Remarks Item 57 hybrid is

column and then compute the amount and en- combination of any allocation methods

ter it in the Per Examination column The examiner should indicate whether

27 Item 29Enter the amount paid to the allocation method used by the organization

acquire assats used directly in carrying out was based on records or estimates
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The examiner should indicate whether 47 Item 48Indicate the number of full-

the allocation method was reasonable and con- dine ernpl oyees of the pnvate foundation during

SistentlY used and if not the exarufler should the year examined Enter dash it none

describe the problem in the Remarks Item 48 item 49fndicate the number of full-

57 and how it was resolved tim employees paid over S30000 per year

41 Item 43 bFrom Part XVII-8 Line While this number is provided in Part VIII line

anterthe gross receipte fl9ures Per Return ofthereturn the examinershould only enterthe

and Per Exam for direct danitable activities Per Exam figure in ItefTi 49 Ettef dash if

and program related investments none

42.NOTEITEMS44TO52AREUSWTO 49 Item the number of ide
DESCIBETHECHARACTERISTICSOFTHE pendant contractors receiving over $30000

PRIVATE FOUNDATION AND SHOULD BE per year While this number is provided in Part

COMPL.ETED FOR ALL PRIVATE FOUNDA- VIII line of the return the examiner should

TIONS INCLUDED IN THE STUDY EXCEPT only enter the Per Exath figure in Item 50
THOSE ITEMS EXCLUDED FOR PRIVATE Enter dash if none

OPERTING FOUNDATIONS 50 Note full-time employee is one who

43 Item 44lndicate whether the organi has completed 1000 hours or more of service in

zation is private operating foundation for any the 12 consecutive month period covered by

purpose Le 4942j3 orS If yes do not theretim Form 990-PF See IRC41Oa3A
answer Items 45 to 52 and 411a5A Annualize hours for short pen-

44 Item 45On the basis of the exanüna- od returns i.e if the return covers six months

don Indicate which statement best describes and the employee has worked 700 hours con-

the administrative activities/experiences of the sider completed hours to be 1400
private foundation For example if the tounda- 51 Item 51lndicate the number of grants

don has about half of lb administrative expens- actually made by the organization in the year

es paid or contributed by related taxable cor Use the crttena for Part XVI Item 3a of the 1985

poradon would be the appropriate answer Form 990-PF Enter dash if none grant

But if the founder of small foundation appar- renewal is considered grant for that year

ently paid number of the administrative ax- 52 It em 52lndicate the total number of

penses from personal or other funds and no grant applications received by the organtion

accounting ofthese expenses is available in the year whether or not the grant was made

would be the appropriate answer Similarly if or obligated Enter dash if none

small foundation with minimal expenses paid 53 Item 53Place an in the appropri

relatively large sum for accounting and return ate yes or no column

preparer services would also be the cor- This item will be used to idenbfy van

rect answer Please describe any answers ous problems not otherwise identified on the

in Remarks Item 57 checksheet that might indicate the case is Un-

45 Item46lndicatethepercentageofto- usual or significant The EO examiner should

tal number of grants this private foundation indicate whether in examining the return he/

made to the following grantees newly orga- she recommended imposition or overassess

nized grantees established grantees individu- mont of Chapter 42 taxes discovered any actu

als or Other if other give an example in al or potential tax abuses made any significant

Remarks Item 57 The percentages should adjustment of compensation items secured

total 100% Each private foundation is required any delinquent returns and/or found that ma-

to maintain records on grantees In entering the jot differences between amounts reported on

percentages use whole numbers i.e. 90% the return and amounts determined upon ex
should be entered as 90 not as .9 Verification aniination were primarily due to taxpayer confu

of these records is sufficient for purposes of the sian with the 1985 Form 990PF and its related

study Note An established grantee is one that Instructions Any yes answers should be do-

has been in existence over 60 months scbed fully in Remarks Item 57 The exam-

46 Item 47Indicate the year and month iners comments in the Remarks section

in which this private foundation was formed should indicate whether confusion was the re

Use two-digit number for each For example suit of any inability on the part of the PF to

July 1970 would be entered as 70 07 understand the Form or instructions generally
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or whether any confusion was narily based benefits expects to receive other than high

on those portions of the return revised to corn- er return on jflvestlfleflt

ply with the new law 58 Item 56.Indicate whether the org ani

If Chapter 42 taxes ae imposed
axtion has participated in parthership either

1111 ended d.iring the ax- as riniited or general parther or as part of

awinatlon for any penod indicate yes in
controlled group and 50 bnefty descibe in

53a If an estual or potential tax abuse inci- Remarks the degree of participation the

Ing major reallocations of compensation relat-
other paruiers and the business conducted

.04 Remarks Item 57
ad expenses is discovered indicate yes in

The EC examiner should enter any Re-
Item 53b and explain in Remarks If major

adlustments are made to Per Return nslti57ofthePFSyCheclCSneet
When there is insutflcent space in the Re-

amounts on ctteckstteet Items through 41 and
marks section of the PF Study Checksheet

it is determined that the changes resulted pu
attach additional sheets heading them with the

--
manly due to taxpayer confusion about the

newly-revised portions of the 1985 Form _organizationsname and-EIN of the Form --

990.-PF being examined Also enter the item

990PF return and its instructions indicate
number for which the remarks are being made

yes in Item 53c arid explain in Remarks
Note under Remarks on the PF Study Ceck

malor adtustrnents are made to Per Return
sheet the number of additicnal pages attached

amounts on ctuecksheet Items through 41
to help ensure none are detached or lost

which result from other causes or if there was

an unusual feature to this examination not oth

ewise listed on the checksheet indicate yes Secti en 22 Examination Completion
in response to Item 53d and explain in Re- Date
marks Item 57 For example suppose the

All examinations for the study must be corn
foundation had Ito assots seized by the state

plete aria czosea to rUVew by Apiii 30 1B8
attorney general in the second month of the

Those riot completed by that date should be

period involved and as result grant actrvTty closed on an estimated basis marking the

abniptty terminated while most expenses con-
checksheet estimate in red penci or pen at

tlnued This would make the foundation yen
the top of page of the ctuecksheet

unusual case tending to distort study results

arid this should be clearly flagged for evaluation

of its possible effect SectIon 23 Mandatory Review

54 Item 54If the organization is under- .01 All examinations of PF Study cases are

going termination indicate whether it is under subject to mandatory review

IRCSO7b1A IRC 507b1B or other de- .02 PF Study Checksheet The reviewer

scribe in Remarks Item 57 must insure that every entry on the PF Study

55 Item 55Exarnine the record of assets Checksheet is accurate

of the private foundation to determine if it had .03 PF Study Case Review Cases under this

engaged in foreign investaent e.g owns study will be reviewed fcr compliance with all

voting interest in an offshore entity or part- existing IRM requirements for examinations

nerthip In this regard determine whether the Special emphasis should be given to items in

organization has art active interest in any for- the PF Study Return and related material that

sign organization through particpadon in man- concern administrative expenses Included are

agernent or other activities that indicates in- the following

volvement other than as mere investor For Thorough scope of examination of all

example did the private foundation sOliclt other relevant items on the PF Study Checksheet

organtlons to join in the foreign activity self- Review of the following

insurance etc or is the foreign activity merely Administrative file if available If not

group of domestic organizations pooling available review of EOMF alpha record for

funds in an oflsnore bank account If the pri- consistency

vate foundation is investing funds in foreign Organization records related to ad-

activities determine what the purposes are and ministrative expenses minute book corre

seek explanations iom the organization of the spondence file stock recortibook ledger con
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tracts agreements financial reports bank .02 Examples of items to consid6r when

statements cancelled checks etc. evaluating PF Study case files in the regional

Review of supporting workpapers to en- office or on-site in the key districts or during any

sure that adequate support is provided for any other monitoring of PF Study operations are

change between the item reported by the listed below This
listing

is not exclusive and

taxpayer and the examination result other areas of consideration may be included

Reporting and control procedures

SectIon 24 Processing of PF Study Timely verification and acknowledge-

Returns and Checksheets mont of receipt of PF Study cases

.01 After comoletion of review thecomplet- Timely disposition and acknowledge

ed checksheet is to be forwarded to the Nation- ment of transfer cases

al Office as outlined in section 17.01 The PF Prompt reconciliation of control

Study return is to be closed oft AIMS and re- reports

turned to files using rtorniaj procedures The Prompt disposition of inconsistent

original workpapers are to be retained by the documents returned for correction

100 with copy of the return until December Timely and proper AIMS creation up-

311989 In cases dosed to Appeals copy of dates and closings

the workpapers is to be retained by the KDO Completion of PP StudY examinations

and the original workpapers are to be sent to Timely assignment of PP Study cases

Appeals to examiners

.02 form will be attached to the closed PF Prompt starting of PF Study case

Study return indicating that the original workpa- examinations

pore or copy of the workpapers in Appeals Timely action relative to collateral ox-

cases have been retained by the KDO for PF amihations and to requests for technical

Study purposes This form will be supplied to advice

key district offices by the National Office See Scope of examination appropriate to

Attachment
study purpose and goals

.03 In addition to the ctecksheet legible Evidence of use of probing techniques
copy of the PF Study return RAR including to ensure backup documents for relevant ac
notiflcationletterstogetherwithaccpyofay counting entries exist and are accurately
Form 4720.or990T examined which involved

the same tax period as the study return are to
Timely processing of cases through the

be sent to the National Office after completion Technical Review Staff

of Review This material should be sent to In- PF Study Staffing/Training
ternal Revenue Service Washington DC

All PFStudyexaminershave been giv
20224 Attn OPE.OE Room 2238 PF Study

regarding the PF Study
Team Use Form 3210 for these tzansmittals

Theexaminersareexperiencedandof
rather than memorandum

appropriate grade levels to examine PP Study

returns

Section 25 Monitoring The number of PF Study examiners is

.01 The regional office must establish 5jffi. sufficient to handle the workload expeditiously

cient monitoring procedures to control and IntenSity of examinations

manage the PF Study program including visits All examinations must be thorough
to key district offices for on-she review The Adequate comments should be made

regional office must visit each key district to in workpapers report of examination etc

review PF Study cases inventories arid proce- .03 Each regional office must include corn
dures within the first six months after examina- menton the status of the PP Study in the quar
lions have begun This visit is to be made even tetly NaiTative Report on EP/EO Operations

though feedback indicates that the key disct Report Symbol NOSi until all study cases

is performing satisfactorily After initial visits have been closed Comments should be made
additional visits will be set up on an as need- on but not limited to progress in completing PF

ed basis Feedback is to be provided to the Study cases any problems with the workf low of

National Office on any problems for deterrnina- PF Study cases the impact of PP Study condi

tion of overall study impact See 25.03 below dons etc
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Section 26 Monthly Report3 from the EP/EO Examination Branch

.01 Each key dlstnct office will make monthly OPE0E or by phoning FTS 565-3310

repor to region on the stan.is of PF Study

cases assigned to it SectIon 28 Effect on Other Documents

.02 Thereportshouldlndlcatethenumbercf This supplements IRM 11300 7920
PF Study cases assigned in progress and 71066 71121 and 71310
completed PF Study related problems should

be noted in this report

/s/ Howard Schoenfeld

Section 21 Supply of Forms Spedal Assistant

supply of Forms 8555 green calo cover Exempt Organizations

fleets and workpaper retention forms will be

furnished without requisition to key disWiCt of

fices Additional quantities may be obtained Attachments

710G54 CR 79C.t CR 7i1G18 CR 713G20 CR 11G1
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ABSTRACT

Because the public sector has resisted an expansior of social welfare

spending in the largest economic dowrturn since the Great Depression the

private sector has an increased burden for the provision of charitable

funding Interest in the organizations that are engaged in these activities

has generally focussed on those that are formally recognized as tax-exempt by

the Internal Revenue Service HowevEr trusts with charitable beneficiaries

are functionally very similar to somE of the taxexempt organizations both in

their philanthropic activities and ir the benefits afforded them in the tax

code In this paper data from firsttime study of charitable and

splitinterest trusts are examined 8nd their charitable activities are

compared to those of other philanthropic organizations
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Charitable activity is generally assumed to be carried out as result of

two influences altruism and tax incentives From an economic perspective

altruism implies that the welfare of others is important to oneself In this

sense providing funds for charity is means of obtaining economic satisfac

tion not unlike that derived from other types of economic transactions Tax

incentives in this context are legislative enactments to encourage philan

thropy by granting exemption from taxation to institutions and by lowering the

effective net cost to donor of making charitable contribution The

Internal Revenue Code specifically defines several types of philanthropic

organizations each with requirements regulations and tax incentives that

provide benefits to either the philanthropic orjanizations their donors or

both In this paper two type.5 of these organizations nonexernpt charitable

trusts and nonexempt split-interest trusts are examined In section some

background information on these organizations is provided In section data

from first-time study of these organizations are examined with particular

attention to their philanthropic activity and their financial composition

Section contains an overvie of Internal Revenue Service studies concerning

tax-exemption trusts and welth taxation Finally an appendix on the

method of estimation in the Irternal Revenue Sevice Statistics of Income

SOl 1979 nonexempt charitable and split-interest trust study is provided

PHILANTHROPY AND NONEXEMPT TRUSTS

Despite indications that the economic stagnation which has been

characteristic of the 1980s will soon abate human deprivation remains high

While economic policy analysts debate the necessity of the economic

contraction to set the economy on course of full employment without
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inflation the human toll continues to be substantial The presence of and

forecasts for further record budget deficits has tempered the Federal

governments inclination to directly address these increased social needs

Furthermore rebuilding national defense hasaugmented the existing pressures

on Federal expenditures Federal entitlement programs most notably Social

Security continue to expand due to demographics and regulations that index

payments to inflation encourage early retirement and pay for ever-increasing

medical services

Since the Federal government has reisted an expansion of funding for the

increased social needs the private sector is being looked upon to help fill

this gap However examination of the data indicates the private sector

and State and local governments as well have clearly played secondary role

to that of the Federal government in the provision of social welfare

expenditures Therefore the capacity that the private sector has to

meet this increased dmand is limited

To encourage private philanthropy the Federal government has granted

exemption from taxaticn to certain orgaiizations that engage in charitable

activities Although the origins of tax-exempt status go back to the latter

part of the nineteenth century the purpose of this status was best put forth

in the House Ways and Means Committee report on the Revenue Act of 1938

The exemption from taxation of money or property devoted to charitable or

other purposes is based upon the theory that the government is compensated for

the loss of revenue by its relief from the financial burden which would
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otherwise have to be made by appropriations from public funds and by the

benefits resulting from the promotion of the general welfare

Another benefit that directly aids charitable donors and indirectly

assists the philanthropic tax-exempt organizations was established in 1917

This benefit is the allowance of deductions for charitable contributions from

the tax base of individuals and it effectively lowers the donor cost of

deduction by the amount of the deduction times the marginal tax rate of the

donor This benefit has been extended to corporate and estates donors

In short private sector philanthropy consists of the following

Donors who are the sources of philanthropic resources and who are

generally allowed to deluct the amount of their contributions from

their taxable income

Institutions that solicit funds from donors and channel these funds to

those in need and who generally are required to establish their

tax-exempt status with the Internal Revenue Service

Donee who are the recipients of philanthropy

Although lonors are generally individuals business enterprises can

likewise be sources of philanthropic funds Institutions include all types of

interrnedjarje that raise and disburse funds and include churches

foundations nd public charities They can either be actively involved in

philanthropic activities or simply conduits for philanthropic funds

Furthermore they can have large financial reserves with substantial property

income or they care be essentially pay-as-you-go oranizations that

distribute amounts for charitable purposes comparable to what they receive in

contributions
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From an Internal Revenue Service perspective philanthropic institutions

are composed of the following groups

Organizations that must formally apply for and be recognized as

tax-exenpt under specific section of the Internal Revenue Code

Organizations that are presumed to be tax-exempt by the nature of

their activities and are not required to apply for tax-exempt status

This group includes

Organizations such as churches that are not required to file

annual information returns

Organization3 that closely resemble tax-exempt organizations and

are required to file annual information returns Included in this

group are nonexempt charitable trusts and nonexempt

split-interests trusts

onexenlpt trust is legal instrument established by an individual or

organi.ation with funds placed in trust with either income or remainder

intere or both devoted to charitable purposes The term nonexempt in

this context is somewhat of misnomer While nonexempt trusts are

HnonexmptII in the sense that they are not required to be formally recognized

as tax-exempt in the Internal Revenue Code they are exempt from income

taxation as are the tax-exempt organizations There are two types of

nonexempt trusts charitable trusts and splitinterest trusts Charitable
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trusts are intended exclusively for charitable purposes Splitinterest

trusts have both charitable and noncharitable beneficiaries There are three

types of split-interest trusts

pooled income fund is an instrument whereby fixed percentage of

assets is paid to noncharitable beneficiary and all other benefits

are distributed to charity

charitable remainder trust is an instrument in which certain sum

is paid noncharitable beneficiary and the remainder is distributed

to charity

charit3ble lead trust is an instrument whereby interest income is

distributed to charity and the remainder is paid to noncharitable

beneficiary

The many dimensions of the non-profit sector as defined in the various

sections of the Internal Revenue Code are the result of legislative response

to factors affecting the activities and well-being of the sector For

example the allowance of the deduction for charitable contributions was

instituted in 1917 because it was feared that the increased tax burden

associated with financing World War would lower the amount of contribu

tions Similarly the Tax Refonn Act of 1969 brought about many new

regulations and requirements for private foundations because it was believed

that they were abusing their taxexempt status 11 13 18 Nonexempt

trusts were created in the Tax Reform Act of 1969 to fill what would have been

substantial loophole in the law Trusts are generally treated as conduits

for tax purposes and as such are taxable only on their undistributed

income Since donors are allowed an unlimited deduction for contributions to
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charitable and split-interest trusts they would have had all of the tax

incentives available to private foundations without having to apply for

tax-exempt status and without the additional regulations and requirements

imposed on private foundations in the Tax Reform Act of 1969 Therefore

Congress provided that charitable trusts be treated as private foundations and

that certain provisions applicable to private foundations would also apply to

splitinterest trusts

NONEXEMPT TRUST DATA

In tiis section data from first-time Statistics of Income SOl study

of charitable and split-interest trusts are presented and analyzed Initially

some perspective on the philanthropic activities of charitable and

split-interest trusts is provided by comparing the volume of their charitable

activities to those of other charitable organizations and the social welfare

portion of government spending In 1979 charitable and splitinter2st trusts

together provided total of $118 million in charitable contributions Of

this total $56 million was made by charitable trusts and $61 million by

split-interest trusts Also during 1979 private foundations contributed $3.2

billion to charities and for 1978 the latest year for which data is

available other charitable taxexempt organizationsi.e public

charities contributed total of $30.4 billion toward philanthropic pursuits

In 1979 govennent spending for social welfare purposes which includes

transfer payments and public investment in schools hospitals and other

similar facilities totaled $440.3 billion Clearly from an

aggregate perspective nonexempt trust philanthropic expenditures are very



443

small portion of total philanthropic spending as well as private sector

charitable expenditures The private sector in general is dwarfed by public

social welfare funding However nonexempt trusts are significant in that

they are organizations that are afforded the privileges of other charitable

tax-exempt organizations without having to apply for this advantageous

status Furthermore nonexenpt trusts represent the last portion of series

of recent studies of the returnfiling nonprofit sector by the SOl Division

Data on_the_numbers of nonexempt chari_tabe and splitineresttrusts

their assets and asset concentrations are presented in Table For

comparative purposes similar data on private foundations are included

Functionally private foundations are very similar to charitable trusts but

unlike charitable trusts they are required to formally apply for tax-exempt

status The number of charitable trusts and their total assets are

considerably less than those for both splitinterest trusts and private

foundations The nearly 14 thousand split-interest trusts are only half the

number of foundations but are over six times the number of charitable

trusts The $2.5 billion in split-interest trust assets are only percent of

total foundation assets but are almost three times the $0.9 billion in assets

for charitable trusts On the average however charitable trusts are over

twice as large as splitinterest trusts with mean asset value of $425

thousand to $180 thousand respectively Private foundations on the other

hand have mean asset value of $1239 thousand The greater concentration

of trust assets among charitable trusts is clearly evident in the asset

concentration percentages The 11 largest charitable trusts each with assets

of $10 million or more account for 34 percent of total charitable trust

assets The 11 largest splitinterest trusts which also include all those

with at least $10 million in total assets account for only percent of total

split-interest trust assets The 490 foundations with assets of $10 million

or more account for 65 percent of total foundation assets
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In Table the composition of nonexempt trust assets liabilities and net

worth are presented Although corporate stock is the largest asset item for

both charitable and split-interest trusts it is relatively more important for

charitable trusts Corporate bonds and government obligations are the next

two largest asset items Total liabilities are relatively small for both

charitable and split-interest trusts and mortgages and notes payable is the

largest identifiable liability item In Table the asset composition is

examined by size of assets

The composition of nonexempt trust receipts and deductions are provided in

Table Contributions gifts and grants received is the largest receipt

item for split-interest trusts For charitable trusts dividends and interest

are the largest and together they account for over 60 percent of total

receipts Contributions gifts and grants paid is by far the largest

deduction item for both types of trusts For charitable trusts it accounts

for 72 percent of total deductions while for splitinterest trusts it

accounts for 45 percent of the total Wet income total receipts less total

deductions is $20 million for charitable trusts which accounts for 20

percent of total receipts For split-interest trusts net income totals $274

million which is 67 percent of total receipts

The percentage compositions of trust assets by size of assets are

presented in Table Corporate stock the largest asset item for both

charitable and split-interest trusts increases in its composition share with

increasing asset size For charitable trusts however this increase is more

pronounced and more consistent than for split-interest trusts Corporate

stock comprises nly percent of the assets of the smallest charitable trusts

i.e those with under.$25000 in total assets but the share of corporate

stock increases with increasing asset size to high of 48 percent for the

largest charltabi trusts i.e those with $10 million or more in tota
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assets For splitinterest trusts the corporate stock share is 19 percent

for the smallest trusts The composition share of corporate stock increases

steadily with increasing asset size to 35 percent for splitinterest trusts

with at least $1 million but less than $10 million in total assets For the

largest split-interest trusts those with $10 million or more in total assets

the corporate stock share declines to 26 percent Corporate bonds and
--

government obligations the next two largest asset items for both charitable

and split-interest trusts indicate less stable composition trends across the

asset size classes Corporate bonds increases markedly for charitable trusts

but levels off in the 17 to 21 percentage range while for split-interest

trusts it exhibits an erratic decline Government obligations on the other

hand generally declines in importance with increasing asset size for

charitable trusts but it increases in importance with increasing asset size

for split-interest trusts for most asset size classes except the largest

In Table the trust receipt compositions by size of assets are

displayed Contributions gifts and grants received decreases significantly

with increases in asset size for charitable trusts but for splitinterest

trusts it is very large for all but the smallest and largest trusts

Dividends exhibit relatively stable composition share for most asset size

classes of both charitable and splitinterest trusts Interest likewise

shows relatively stable composition share except for the smallest and

largest asset size classes of splitinterest trusts In these two size

classes it is two and three times the average composition share

respectively for all asset size classes
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Contributions gifts and grants paid is the largest deduction item for

all charitable trust asset size classes as indicated in Table Its

composition share is at least 79 percent for all size classesexcept for the

largest size class in which it is only 46 percent For split-interest

trusts the composition share is generally divided between contributions

gifts and grants paid and other deductions Together they account for

approximately 90 percent of split-interest trust deductions in each asset size

class as well as in total Contributions gifts and grants paid is larger in

the smallest and largest asset size classes while other deductions are larger

in the other size classes Although some .ofthe deduction detail was reduced

for presentation in Table this did not have significant affect on the

data as presented since the other deduction item was very large even before

collapsing detail

The preceding analysis of financial data by size of assets was carriedout

for size classes of book value of assets The book value measure was used

since it is consistent with the balance sheet detail that trusts are rquired

to provide on their annual tax return However book value has been

criticized as being poor measure of asset values especially during periods

of inflation such as for 1979 which is the base year of this study In

Table the number of trusts are cross-classified by the size of book value Qf

assets and the size of market value of assets From this data it appears that

the majority of trusts are reporting book and market asset values of generally

comparable magnitude However these asset size classes are fairly broad so

individual trusts may still have market values that differ from and.generally

exceed the reported book values
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The 1979 nonexempt trust study which was economically piggybackedu onto

the 1979 private foundation study because of the similarities in both form and

content is one small part of the Statistics of Income Division efforts to

develop database for the analysis of the maintenance and transfer of large

weal hhol digs Other studies have directly exami ned pri vate foundations

other tax-exempt organizations fiduciaries

personal wealth While each of these studies provides information on

the separate tax filing populations none has been able to model the

.C 14kk 11 .i .__.__
ynamics 01 weai..ui.o.uing WuiCu esenuau mtaure eirecLIve res

wealth taxation In the 1976 estateincome collation study income tax return

data were matched to decedents estate tax returns and to recipients of

bequests who were listed on these estate tax returns This match enabled the

examination of the interrelationships between income and the underlying value

of the assets that produced that income for decedents Futher analysis

will explore the influences of bequests on recipients behavior

While this study was major improvement in modelling the dynamics of

wealth transfer and taxation it suffered from number of methdological

problems Currently we are initiating second estate-income collation

study For this study we will select sample of estate tax returns for 1982

decedents and match individual income tax return data Form 1040 for

decedents for two years prior to death and beneficiaries for one preceding

year and three years after the year of death Furthermore the gift tax

returns Form 709 filed by decedents and fiduciary returns Form 1041 that

were recipients of bequests will also be linked to the primary estate
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Through this procedure it will be possible to follow the transfer of

ownership of large wealthholdings between generations It has been said that

estate taxation borders on voluntary tax since the opportunities for

avoidance are readily available and the incentives to do so increase with

increases in the size of wealthholdings Further work on the

estateincome collation studies will test this hypothesis

commitment is being made in the Statistics of Income Division to employ

efficient techniques to address the complex problems of wealth taxation

Although some of this work is relatively new we believe that the approaches

we are pursuing will produce data that will permit the examination of som

aspects of the Internal Revenue Code which until recently could not be

addressed

Clearly we live in an information society The decision-making process

requires information so that decisions are not made without consideration of

the available facts However many important decisions such as those made in

Congress are sometimes made with less than ideal inforriation The role of

the data producer is to fill this information void with as much information as

is possible While there will always be philosophical ifferences concerning

approaches to problem-solving more information would generally narrow th.3se

differences to considerable degree because policy decsions are not made

iithout some influence of fairness For example if it were determined that

high percentage of persons who lost eligibility in public transfer program

were undergoing severe hardship policymakers would in all likelihood be

more inclined to offset these reductions to reduce the resulting hardship

Therefore the provider of information has both privilege and

responsibility to be efficient farseeing understanding and most of all

objective
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Table 2.-The Composition of Nonexempt Trust Total Assets
Liabilities and Net Worth for Tax Year 1979

EMoney amounts are in millions of dollars

Charitable Split-Interest

Item Total trusts trusts

____________________________________

Number of trusts 15846 2103 13143

Total assets 3362.0 894.2 2467.7

Corporate stock 1082.7 350.1 732.6

Corporate bonds 514.0 171.5 342.5

Government obligations 514.1 79.1 435.0

Cash 162.8 46.5 116.3

Accounts and notes receivable 50.0 12.8 37.3

Land 75.4 14.4 61.0

Net depreciable assets 44.8 23.7 21.0

Other assets 9l8.1 196.1 722.1

Total liabilities 61.1 24.4 36.8

Contributions gifts grants

payable 2.1 0.4 1.8

Mortgages and notes payable 30.4 17.5 12.8

Accounts payable 10.3 2.2 8.1

Other liabilities 18.4 4.3 14.1

Net worth 3300.8 869.9 2430.9

Composition percentages

Total assets 100.0 100.0 100.0

Corporate stock 32.2 39.1 29.7

Corporate bonds 15.3 19.2 13.9

Government obligations 15.3 8.8 17.6

Cash 4.8 5.2 4.7

Accounts and notes receivable 1.5 1.4 1.5

Land 2.2 1.6 2.5

Net depreciable assets 1.3 2.7 .0.9

Other assets 27.3 21.9 29.3

otal liabilities 100.0 100.0 100.0

Contributions gifts grants

payable 3.5 1.5 4.8

Mortgages and notes payable 49.6 71.9 34.9

Accounts payable 16.8 9.0 21.9

Other liabilities 30.1 17.9 38.4

et worth 100.0 100.0 100.0

SOURCE Unpublished tabulations from the 1979 IRS Statistics of Income

Nonexempt Charitable and Split-Interest Trust Study
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Table The Composition of Nonexempt Trust Total Receipts

and Deductions for Tax Year 1979

amounts are in millions of dollars

iaritable SplitInterest
Item Total trusts trusts

___________________________________ Cl

kimber of trusts 3846 2103 13743

Total receipts 508.6 98.5 410.1

Contributions gifts grants 162.4 10.9 l51.5
Dividends 94.9 29.7 65.2

Interest 122.7 30.5 92.2

Net gain from sale of assets 79.8 10.4 69.4

Gross rents and royalties 14.8 4.7 10.0

Gross profits from business 3.2 0.1 3.1

Other receipts 30.9 12.1 18.8

Total deductions 215.0 78.7 136.2

Cortributions gifts grants ... 117.8 56.5 61.3

Ern.ioyee wages and benefits 7.1 6.6 0.5

Taes 5.2 2.0 3.3

Prcfessional services 6.5 2.1 4.4

Compensation of officers 6.8 3.0 3.8

Depreciation amortization

depletion 2.0 1.2 0.8

Interest 2.2 0.3 1.9

Other expenses 67.4 7.1 60.3

Composition percentages

Total receipts 100.0 100.0 100.0

Contributions gifts grants 31.9 11.1 36.9

Dividends 18.7 30.2 15.9

Interest 24.1 30.9 22.5

Net gain from sale of assets 15.7 10.6 16.9

Gross rents and royalties 2.9 4.8 2.4

Gross profits from business 0.6 0.1 0.8

Other receipts 6.1 12.3 4.6

Total deductions 100.0 100.0 100.0

Contributions gifts grants 54.8 71.7 45.0

Employee wages and benefits 3.3 8.4 0.3

Taxes 2.4 2.5 2.4

Professional services 3.0 2.6 3.2

Comoensation of officers 3.2 3.8 2.8

Depreciation amortization
depletion 0.9 1.5 0.6

Interest 1.0 0.3 1.4

Other expenses 31.4 9.1 44.2

SOURCE Unpub1ished tabulations from the 1979 IRS Statistics of Income

Nonexempt Oaritable ld SplitInterest Trust Study
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APPENDIX METHOD OF ESTIMATION IN THE 1979 CHARITABLE

AND SPLIT-INTEREST TRUST STUDY

The data in this paper are estimates based on random stratified

sample of Forms 5227 Return of Nonexempt Charitable or Split-interest Trust

Treated as Private Foundation All returns were selected before audit

Sample Selection and Method of Estimation

Nonexempt trust returns processed during 1980 were computer stratified

based on the size of total book value of assets Within each sample stratum

returns were randomly selected based on transformed value of digits in the

Employer Identification Number EIN The sampling rates increased with

increasing asset size and varied from to 100 percent All returns with $1

million or more in assets were in the 100 percent portion of the sample

summary of data on the population sample and method of estimation is

provided in Table The 16564 returns processed column in 1980 were

sampled and total of 2562 returns were selected column This smple

included duplicate returns column prior year returns of selected

entities column and amended returns column total of 35

duplicate returns were excluded from the file and weighting factors were

derived by dividing the number of returns processed for each stratum by te

sample count column which consists of the sampled returns less

identical returns for that stratum The weighting factors column were

applied to the accepted records column which consist of the sample

counts less the prior year duplicate entity returns and amended returns for

each stratum
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Response and Other Nonsampling Errors

Various checks were imposed to improve the quality of the infonnation in

the returns of the sample During statistical editing editors were

instructed to correct tax return errors whenever possible through reference to

the actual return form and accompanying schedules The quality of editing was

controlled by means of continuous subsampling verification system and the

Statistics of Income Division independently reprocessed small sample of

returns to evaluate the quality of the editing after verification toenni

adherence to the processing instructions

All records in the sample were subjected to series of 86 tests to

determine their internal consistency balance and completeness If record

failed any of these tests it was printed in its entirety on an error

register The type and incidence of the errors were evaluated and

corrections were applied either automatically by computer or by clerical or

professional review depending on the nature of the error Finally all

tabular material was reviewed for accuracy and reasonableness in light of

provision of the tax laws taxpayer reporting variations and limitations

economic conditions and comparability with other statistical infoiriation
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Section Unreated Business ncome
Of Exempt Organizations

This section presents draft of an article on the tion analyses by matching unrelated business income

unrelated business income of exempt organizations reported on Form 990-T with the corresponding

the first written by the Statistics of Income Division parent exempt organizations Form 990 or 990-PF

SOl of the IRS on this subject The draft and the return This will allow research on the types of unre

corresponding tables to be published in the SO lated business in which different nonprofit organiza

Bulletin follow this introduction tions engage Later SOl hopes to integrate the

-- -- forprofitsubsidiariesofexemptorganizationsintothe

The article represents an analysis of 1987 data study This article will provide an overview of the

collected from the Form 990-T Exempt Organization exempt organizations that engage in business that

Business income Tax Return Exempt organizations generates taxable income unrelated to their exempt

filing either Form 990 or 990-PF and earning $1000 purpose
or more in unrelated business gross income also

must file Form 990-T in order to fulfill the requirements Form 990-T
found in section 511 of the Internal Revenue Code
These exempt organizations are then taxed at cor- 1987 Form 990-T and its corresponding instruc

porate or trust rates on their unrelated business in- tions are found in the Forms and Instructions sec

come tion Those organizations earning unrelated business

or trade gross income in excess of $10000 must

SOl plans to continue its analyses of unrelated provide detailed financial information related to rental

business income with an annual study of the Form income debt-financed income investment income
990-T data Recently SOI developed new coding income from controlled organizations exploited ex

system for unrelated business activity to be used by empt activity income and advertising income Those

those organizations filing Form 990-T In addition in 990-T filers earning less than $10000 need only pro
early 1991 SOl plans to expand its exempt organiza- vide summary financial information on the return

463
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Exempt Organization Business Innnm Th Returns

1987 WORKING PAPER CURRENTLY IN PROGRESS

The data shown in this article are preliminary and

By Sara Boroshok are subject to revision Both income and deduction

categories are being re-examined Three revised

tables are currently available The final article is

scheduled for completion in the near future If you
would like to be placed on mailing list to receive

copies please call the author on 202 874-0313

For 1987 an estimated 23500 exempt organizations

2.6 percent of the exempt organization population
igure

-- reported- $2.8-billion of- aggregate gross income from-
DIstributIon of Returns by_Size--of

business activities that were unrelated to their exempt
Gross Unrelated Business Income

purposes Approximately 10200 of these organiza-
1987

tions ordinarily exempt from paying income taxes

reported combined tax liability of $83 million on their
Total Returns 30385

gross unrelated business income hereafter referred to as

UBI About 13300 organizations had no taxable income $100000

after claiming various deductions that were allowed

thQir $500.000
.JtLI.u iir

PROFILE OF ORGANIZATIONS REPORTING 23%

UBI

For 1987 30 385 exempt organizations filed Form

990 Exempt Organization Business Income Tax Return

This number included 842 exempt organizations 23
percent that filed returns but were not required to do so

because the amount of their UBI was under the $1000
threshold for filing Form 9901 Most of these it appears

may not have fully understood the reporting require

ments While these organizations are included in Figure $10000 $1 000

they are excluded from the rest of the figures and text
tdei

in this article Excluding the organizations that were not
31%

required to file 23543 organizations filed Forms 990-T for

1987 1cbdes
orga1izior8 recpAed to 8e becaise goes tmreled busiiess

naime was tmder $1000

in Artn ....I. ii i...
II VVCI .JI 9a1 IILaLIJI VYILI UDI ijctweei

$1000 and $100000 which accounted for 64 percent of

all filers see Figure In addition there were 3180

organizations with UBI from $100000 to $500000 which BACKGROUND
accounted for 10 percent of all filers Only 873 organiza

tions had UBI over $500000 While these organizations Unrelated business income has been defined as in-

represented only percent of the filers they accounted come from trade or business regularly carried on by an

for 61 percent $1.7 billion of total UBI and 69 percent exempt organization that is not substantially related to

$57 million of total tax Figures and show the the organizations exempt purpose The unrelated busi

distribution of unrelated business income and tax respec- ness income tax UBIT was designed by Congress to

tively by size of unrelated business income place unrelated business activities of exempt organiza

Foreign Statistics Branch Prepared under the direction of Dan Skelly Chief 465



466 Exempt Organization Business Income Tax Returns 1987

Figure Figure

Distribution of Gross Unrelated Distribution of Total Tax by Size

Business Income by Size of Gross of Gross Unrelated Business

Unrelated Business Income UBI Income UBI 1987

1987

Total Gross UBI $2.8 Billion

Total Tax $83 Million

$1000

$1000 LxxJer
$10000

tnier
$10000

$10000

$100000

1%
$100000

$500000

aidcwer

siooooo

$500000

$100000

$500000

24% $500000

andover

NOTE Detail does not add to 100 percent because of

roun ng section 501d and cooperative service organizations

described in IRC sections 501e and

Organizations with $10000 or less of UBI report UBI as

total amount However UBI was not renorted as such
tions on an equal footing with similar activities carried out

by taxable entities such as non-exempt corporations see
on the Form 990-T if it was over this amount For organiza

the Tax Law Relating to UBIT appendix to this article

tions with UBI over $10000 UBI was computed for these

Although exempt organizations are taxed on their unre-
statistics using amounts reported on various lines of the

lated taxable income they are still able to enter into wide
return form and its schedules The UBI components are

range of commercial activities held to be substantially
gross profit i.e business

receipts from sales and

related to their exempt purposes without having to incur
operations less the cost of sales and operations

tax liability on income derived from these activities
capital gain net income net gain or loss from sales

or exchanges of assets used in trade or business and

involuntary conversions capital loss deduction for

Section 501a of the Internal Revenue Code IAC trusts income or loss from partnerships gross

authorizes an exemption from taxation for income related rents received or accrued gross income from or al

to the exempt purpose of an organization As indicated locable to debt-financed property gross investment

in Figure organizations exempt from tax for 1987 in- income gross income from controlled organizations

cluded those described in IRC sections 501c 1-25 as 10 gross income from exploited exempt activities 11
well as qualified pension profit sharing andstock bonus gross advertising and circulation income and 12 any

plans described in IRC section 401a Individual Retire- other unrelated business income See the definition

ment Arrangements IRAs described in IRC section of gross UBI in the Explanation of Terms section of this

408e religious and apostolic associations under IRC article for specific line item references to Form 990-T
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Figure Types of Tax Exempt Organizations

6ffiplri

Description of organization General nature of activities

Code

401a Qualified pension profit Fiduciary agent for pensions profit sharing

sharing and stock bonus plans and/or stock bonus plans

408e Individual Retirement Arrangements Fiduciary agent for retirement funds

501c1 Corporations organized under an Act Instrumentalities of the-United States if declared

of Congress including Federal Credit to be tax exempt either by legislation or by IRS

Unions

501c Title holding corporation for Holds title to property or an exempt organization

exempt organization

501 c3 Religious educational charitable Activities of nature implied by the description

scientific literary Testing for or the class of organization

public safety organizations Also

organizations preventing

cruelty to children or animals or

fostering national or international

amateur sports competition

501 c4 Civic leagues social welfare Promotion of community welfare charitable

organizations and local educational or recreational activities

associations of employees

501c Labor agricultural and horticultural Educational or instructive the purpose being

organizations to improve conditions of work and to

improve products and efficiency

501c Business leagues chambers of Improvement of business conditions of one or

commerce real estate boards etc more lines of business

501c Social and recreational clubs Pleasure recreation social activities

501c Fraternal beneficiary societies Lodge providing for payment of life sickness

and associations accident or other benefits to members

501 c9 Voluntary employees beneficiary Provides for payment of life sickness

associations including Federal accident or other benefits to members

employees voluntary beneficiary

associations formerly covered by

501c1O
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Figure Types of Tax Exempt Organizations Continued

Section of

Description of organization General nature of activities

Code

501c 10 Domestic fraternal societies and Lodges societies or associations devoting their

associations net earnings to charitable fraternal and other

specified purposes without life sickness or

accident benefits to members

501 c1 Teachers retirement fund Teachers fiduciary association for payment of

associations retirement benefits

501c 12 Benevolent life insurance

associations Activities of mutually

beneficial nature similar to

mutual ditch or irrigation companies those implied by the description of the class of

mutual or cooperative telephone organization

companies etc

501 c1 Cemetery companies Arranges for burials and incidental activities

501c 14 State chartered credit unions and Provides loans to members Tax exemptions

mutual reserve funds for building and loan associations and

cooperative banks repealed by Revenue Act

of 1951 affecting all years after 1951

501 c1 Mutual insurance companies or Provides insurance to members substantially

associations other than life or marine at cost

if gross investment income or

premiums are $150000 or less

501c 16 Cooperative organizations to Financing crop operations in conjunction with

fmance crop operations activities of marketing or purchasing association

501c 17 Supplemental unemployment Fiduciary agent for payment of supplemental
benefit trusts unemployment compensation benefits

501 c1 Employee funded pension trust Fiduciary agent for payment of pension

created before June 25 1959 plan funded by benefits under employees

501c 19 Post or organization of past or Activities implied by nature of organization

present members of the Armed

Forces

501c 20 Prepaid legal service funds Provides legal services exclusively to employees
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Figure D.Types of Tax Exempt Organizations Continued

Section of

Internal

Revenue Description of organization General nature of activities

Code

501c21 Black Lung benefit trusts Funded by coal mine operators to satisfy their

liability for disability or death due to Black

Lung disease

501 c22 Withdrawal liability payment fund To provide funds to meet the liability of employers

withdrawing from multi-employer pension fund

501 c23 Association of past or present To provide insurance and other benefits

members of the Armed Forces to veterans or their dependents
founded before 1880

501c 24 trust described in Section 4049 To provide funds for employee retirement income

of the Employee Retirement

Income Security Act of 1974

501c 25 Any corporation or trust which Acquires real property and remits all income

has no more than 35 shareholders earned from such property to one or more
or beneficiaries and only one class organizations

of stock or beneficial interest

501d Religious and apostolic associations Regular business activities communal religious

activities or community activities

501e Cooperative hospital service Performs cooperative services for hospitals

organizations

5011 Cooperative service organizations of Performs collective investment services

operating educational organizations for educational organizations

DEDUCTIONS
irctiy connected general and special deductions

were reported separately only for organizations with UBI
Total deductions taken against UBI resulted in total

greater than $10000 These items were reported as
negative unrelated business taxable income UBTI of

combined deduction item for organizations with $10000
over $400 million UBI for the 23543 organizations re

or less of UBI
quired to file Form 990-T was $2.8 billion most of which

was reported by organizations with UBI over $10000

Total deductions amounted to $3.2 billion and consisted Deductions directly connected to UBI included expen

of deductions directly connected to the production of ses directly connected with the production of unrelated

unrelated income along with general deductions spe- business income such as direct advertising costs The

cial deductions and specific deductions See defini- 14088 exempt organizations with UBI over $10000

tions of these deduction items in the Explanation of reported $1.4 billion of deductions directly connected to

Terms section of this article for specific line item refer- unrelated business activities for an average of $99000

ences to Form 990-T per filer Their average UBI was $199000
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General deductions those not directly connected to taxable income i.e net loss totaling $689 million In

the production of UBI included but were not limited to addition over 1300 organizations reported zero UBTI

salaries and wages interest taxes contributions and The remaining organizations with UBI over $10000

depreciation For 1987 general deductions of organiza- reported positivetaxable income totaling $271 million and

tions with UBI of $10000 or more amounted to $1.3 billion total tax liability of $81 million based on $1.2 billion of

or 44 percent of total deductions Of this total other UBI While these organizations accounted for 98 percent

deductions was the largest amounting to $683 million of total tax nearly 70 percent of the tax burden was
and included such items as legal and professional fees reported by organizations with UBI of $500000 or more
travel and entertainment supplies utilities and rental see Figure

equipment Salaries and wages was the second-largest

general deduction which amounted to $407 million and Organizations with UBI of $1000 to $10000 reported

third was depreciation which amounted to $86 million aggregate UBI of $42 million UBTI for this group of

organizations was an overall loss of $15 million This was

Special deductions consisted of advertising losses and the result of over 2500 organizations reporting losses

net operating losses carried-over from prior years For totaling $27 million almost 1900 organizations reporting

organizations with $10000 or more of UBI these deduc- zero UBTI and approximately 5000 organizations report

tions amounted to $484 million 93 percent of which was ing positive taxable income amounting to $12 million The

reported as operating losses latter group reported total tax of $2 million

The specific deduction the last deduction category UNRELATED BUSINESS INCOME AND TAX
totalled $13 million less than percent of total deduc-

BY TYPE OF ORGANIZATION
tions The specific deduction allowed to most exempt

organizations filing Form 990-T was generally $1000

per organization In cases where an organization had less
Organizations filing Forms 990-T for 1987 were con

centrated among several categories that were specificallythan $1000 of UBI after directly connected general and
dealt with under IRC section 501 Religious educational

special deductions were taken the applied specific
charitable scientific and literary organizations hereafter

deduction was limited to this reduced UBI amount How
ever if the UBI amount was negative the specific deduc-

collectively referred to as charitable organizations IRC
section 501 c3 represented the largest group with

tion was not allowed
6165 filers or 26 percent of the total see Figure

There were 9455 organizations with $1000 to $10000
These organizations accounted for 47 percent $1.3 bil

of gross UBI that reported combined amount of directly
lion of UBI and averaged $216 thousand of UBI per filer

connected general and special deductions which
see Figure Theirtotal taxwas $21 million 25 percent

totalled $41 million As mentioned earlier these amounts
of the total which averaged to $3 thousand per filer see

Figure These organizations also claimed more
were not reported separately by these organizations

deductions than any other group Deductions directly
They also claimed $5 million of the total $13 million of

connected to business activities which amounted to $634
specific deductions

million were the principal reason why charitable organiza

tions with UBI reported losses or negative taxable in-

TAX LIABILITY come of $293 million IRC section 501c3
organizations reported the largest aggregate loss of all

Exempt organizations were liable for unrelated busi- IRC sections

ness income taxes as either corporations or trusts based

on their positive amounts of unrelated business taxable Charitable organizations were followed by social and

income UBTI For 1987 10217 organizations reported recreational clubs IRC section 501c with 5027 filers

$283 million of positive UBTI with an associated tax 21 percent of all required filers However they ac

liability of $83 million while 10076 organizations reported counted for only $214 million percent of UBI for an

unrelated business losses of $716 million There were average of $157000 per filer Their total tax was $8

another 3250 breakeven organizations that reported million or 10 percent of total tax reported by all organiza

zero UBTI Together this resulted in an aggregate UBTI tions

of negative $433 million

The third largest group of filers included business

Of the nearly 14100 organizations with UBI over leagues chambers of commerce and real estate boards

$10000 almost 8000 organizations reported negative IRC section 501c6 with 4032 filers 17 percent



Exempt Organization Business Income Tax Returns 1987 471

Figure

umoer ana iercentage OT iieturns Dy internau evenue coae
Section 1987

Total Number of Required Returns 23543
7000

26%
6000

21%
5000

17%
4000

3000 11%
-- 9% --

2000 _________SSSS
1000

19 Other1

501c Code Section

Includes all other tax exempt organizatIons under 1RC sections 501cXl-25 as well as code sections 401a 408e
and 501d-f see FIgure

Figure Figure

Gross Unrelated Business Income Distribution of Total Tax by internal

UBi by internai Revenue Code Revenue Code Section 1987

SectIon 1987

Total Tax $83 Million

Total Gross UBI $2.8 Billion

501 cXl

501 c19
Othef

1%
_______

501 cX9
501 V3.dI

8%
501cX3

____________ djF
501c8 FFVFF 47%

1% F//F
F//F/F F/F//F/FF// FFF///FF

501c7 %%/%/%%/%F%F//F/ F/F/F
________FFFF/FF _______________ _______

2%____________
501c

____________________ 1%
________
_______

_____

501cX6

501cX6
1% 501c7

21%

501c5 501cX4

5% 3%
Includes all other organizations tax-exempt under IRC

sections 501 c1 -25 as well as code sections 401a
Includes all other organizations tax-exempt under IRC 408o and 501 d-tsee Figure

sections 501 c1-25 as well as code sections 401a Note Parts do not add to 100 percent because of

408e and 501d-f see Figure rounding
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Total UBI for these organizations was $635 million 22 The remaining 22 percent of the organizations shown

percent for an average of $157000 They reported in Figure had aggregate UBI of $285 million 10 percent

aggregate taxes of $17 miflion or 21 percent of total tax and reported combined total tax liability of $7 million

and averaged $4000 per filer percent

The next largest group labor agricultural and horticul-
SOURCES OF GROSS UNRELATED BUSINESS

tural organizations IRC section 501 c5 accounted for
INCOME

2487 filers 11 percent and reported $134 million of UBI As mentioned previously detailed sources of UBI were

percent However they reported only percent of total derived from the various schedules on Form 990-T that

tax were used only by those organizations with UBI over

$10000 Organizations with $10000 or less of UBI

The largest percentage of UBTI was reported by volun- reported UBI as single total amount Therefore detailed

tary employees beneficiary associations recognized sources of UBI were not available for this group of or-

under IRC section 501c9 These organizations ganizations and they were excluded from the following

operated similar to insurance companies in that they discussion of income sources

provided life sickness accident and other benefits to

members For 1987 there were fewer than 700 of these About eighty-five percent of total UBI for 1987 was

filers Although they accounted for only percent of UBI reported by IRC sections 501 c3 and or-

which on the average was $345000 per organization ganizations see Figure As would be expected IRC

they reported net UBTI of $54 million which was more than section 501 c3 organizations derived the largest part of

any other group of IRC section filers They also reported their UBI from business gross profit Gross profit for this

the highest percentage of tax liability 35 percent which group amounted to $522 million and accounted for 40

totalled $29 million On the average their total tax was percent of the total UBI they reported

$43000 per organization The high average tax was due

to the small amount of deductions relative to income The next largest source of UBI for this group was gross

ordinarily claimed by these types of organizations income from or allocable to debt-financed property which

Figure H.Gross Unrelated Business Income UBI Detail by Selected Internal Revenue Code Section

For Returns With Gross UBI Over $10000

tAll figures are estimates based on samples money amounts are in thousands of dollars

Selected Internal Revenue Code Section

501c3 501c6 501c7 501c9
Components of UBI Total

---
per-

Amount
cent

Amount
Cent

Amount
cent

Amount
Cent

total total total total

Total $2791293 $1321645 100% $628887 100% $202382 100% $233713 100%
Gross profit 877582 522049 40 70467 11 137650 68 843

Capital gain net income 46757 11843 17173 8394 5142
Net gainer loss Part II Form 47971 1133 792 195 104 -15

Capital loss deduction trusts -133 -103

Income or loss from partnerships 6666 4207 406 218

Gross rent received or accrued 66829 35856 15436

Gross income from or allocable to

debt-financed property 350020 250165 19 19760

Gross investment income 259262 40739 20 217523 93

Gross income from controlled

organizations 23051 13450 4236 239

Exploited exempt activity gross
income other than advertising 72819 56095 12045

Gross advertising income 530922 190585 14 281437 45

Circulation income 279655 140836 11 122920 20

Other income 276730 95767 84812 13 15256 10104

Less than $500 dollars

Less than 0.5 percent

1Gains and losses from sales or exchanges of assets used ins trade or business and Involuntary conversions

Note Detail may not add to total because of rounding
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amounted to 19 percent $250 million of UBI In addition

IRC section 501 c3 organizations earned 14 percent Figure

$191 mililon of their UBl from gross advertising income Distribution of Returns by Urireated
and 11 percent $141 million from circulation income Business Activity 1987

IRC section 501 c6 organizations reported consider- Total Returns 23543

ably more gross advertising income than did IRC section

501 c3 organizations In fact 45 percent $281 million

of all UBI reported by IRC section 501 c6 organizations lnvtment

consisted of gross income from advertising An additional ve
prefIy

20 percent of their UBI $123 million was from circulation
Ratie

income Wrefaled debt

lRCsectiöi501ó7 oigahizatiôns repbrtØd$202 mil

lion of UBI 68 percent $138 million of which was gross

profit Another 20 percent $41 million was gross invest

ment income which includes all unrelated debt-financed 18%

income from investment property

Finally IRC section 501 c9 organizations reported Sees Manufuring

$218 million of gross investment income This ac- 48%

counted for 93 percent of total UBI for these organizations her

UNRETED BUSINESS ACTIVITY BY

INDUSTRIAL DIVISION

Forty-five percent of organizations required to file

Form 990-T reported various services as their primary Investment income of Internal Revenue Code section

unrelated business activity see Figure Gross income 501c7 17 20 organizations

from services amounted to $1.3 billion or 46 percent of

total UBI These same organizations as group

reported net negative UBTI of $270 million and $20 million primarily by employee benefit associations IRC section

of tax or 24 percent of total tax 501c which reported $156 million and exempt social

and recreational clubs IRC section 501c7 which

The next largest business activity group included or- reported $43 million

ganizations whose primary unrelated income came from

finance insurance or real estate activities These ac-
SUMMARY

counted for 18 percent of Form 990-T filers This group

accounted for $344 million 12 percent of UBI net Most organizations who filed Forms 990-T for 1987

negative $12 million of UBTI and $17 million of tax or 21 reported relatively little UBI between $1000 and

percent of total tax $100000 However most of the UBI and tax was reported

by those organizations with proportionately higher

Retail trade activities accounted for another 11 percent
amounts of UBI In fact the 873 organizations with UBI

of the organizations filing Form 990-T and percent of over $500000 reported 61 percent of total UBI and 69

UBI or $221 million In addition these organizations percent of the total tax for 1987

reported net negative $101 million of UBTI and only $2

million of total tax percent of total tax for all organiza- IRC section 501 c3 organizations were the largest

tions group of Form 990-T filers by type of organization The

charitable organizations covered by this IRC section ac

Unrelated investment activities of organizations ex-
counted for the largest share 47 percent of total UBI 40

empt under IRC sections 501 c7 17 and 20 percent of which was derived from business gross profit

were the primary source of income for 10 percent of the This group also accounted for 25 percent of total tax Next

Form 990-T filers Gross unrelated business income from fl size of UBI was IRC section 501 c6 filers These

these investments was $206 million and was earned business leagues chambers of commerce and real estate
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boards accounted for 22 percent of total UBI 45 percent counted for approximately 40 percent of all returns in the

of which came from gross advertising income study and 87 percent of total UBI reported by all exempt

organizations The remaining 2702 returns in the study

Forty-five percent of Form 990-T filers reported busi- were randomly selected at various rates depending on

ness income from services unrelated to their exempt the absolute value of net unrelated business income and

purposes This group accounted for $1.3 billion of UBI date selected The population from which the sample was

or 45 percent of total UBI for 1987 However because of drawn consisted of exempt organization business income

the size of their total deductions and consequently their tax records with specified accounting periods ending

UBTI they accounted for only 24 percent of total tax December 1987 through November 1988 posted to the

liability $20 million IRS Business Master File during 1988 and 1989 Sample

weights applied to small organizations were revised up-

DATA SOURCES AND LIMITATIONS ward to compensate for missing returns in that category

Sample Selection Criteria
The data presented were collected from returns as

originally filed Changes made to the original return as

These statistics were based on sample of Tax Year
result of an IRS examination or taxpayer amendment

1987 exempt organization business income tax returns were not used
Forms 990-T filed with the Internal Revenue Service The

1987 Form 990-T was required to be filed by organizations

which had accounting periods beginning in that year and Returns with an absolute value of net UBI of $75000 or

ending December 1987 through November 1988 Forms more were selected at prescribed rate of 100 percent

990-T filed by organizations only to claim refund were therefore this category was subject to nonsampling error

excluded from the statistics While organizations report-
but was not subject to sampling error Because data

ing under $1000 of UBI were not required to file Form obtained from returns with an absolute value of net UBI

990-T they were processed nevertheless and were in-
under $75000 were estimates based on sample they

cluded in Figure only The sample was stratified
were subject to both sampling and nonsampling error

based on the absolute value of either net unrelated busi

ness income if the organization reported gross UBI over Limitations

$10000 or gross UBI if the organization reported gross

UBI of $10000 or less Selection rates ranged from
In addition to the 180 standard industry codes SIC

percent to 100 percent
there were five non-standard industry codes SIC used

for these statistics see Figure These non-standard
Net unrelated business income was defined as UBI less

codes were used by the Internal Revenue Service for

deductions directly connected to unrelated activities It

examination purposes Most of these codes identify ac
differs from UBI in that it nets out certain deductions

tivities that could have been classified under Finance
directly connected with trade or business income Net

Insurance and Real Estate
UBI was reported by those organizations with UBI over

$10000

Only the primary activity code was used in the statistics

The sample was not stratified on gross unrelated busi- to present the types of unrelated business activity for

ness income because the total was not separately exempt organizations In addition to the primary activity

reported on the Form 990-T The 4482 returns in the code up to two other codes could have been reported if

sample were drawn from an estimated population of the organization engaged in more than one activity How

30385 ever UBI was not reported separately by activity code if

the organization entered more than one code Therefore

The 1987 sample was designed to provide the most it was not possible to show distribution of UBI by more

reliable estimates of unrelated business income and than one business activity per organization

deductions based on small number of returns The

methodology employed was to include all returns with an Some returns were filed by shareholders in regulated

absolute value of net unrelated business income of investment companies seeking refund of income tax

$75000 or more since these were the returns that dollar- paid on undistributed long-term capital gains These

wise accounted for most exempt organization unrelated returns which were identified as CIaims for Refund

business activity The 1780 returns in this group ac- were not included in this study
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EXPLANATION OF TERMS salaries and wages repairs bad debts interest taxes

paid contributions certain depreciation depletion con-

Combined Deductions --This term applies only to ex- tributions to deferred compensation plans and employee

empt organizations with UBI of $10000 or less This benefit programs and other expenses

combined amount included deductions directly con

nected to unrelated business income general deduc- Gross Unrelated Business Income UBI.--Throughout

tions and special deductions For organizations of this this article gross unrelated business income was referred

size only combined total of these three types of deduc- to as UBI Its components were gross profit Page Line

tions had to be reported These deductions were in- capital gain net income Page Line 4a net gain or

separable and could not be linked to source of income loss from Part II Form 4797 Page Line 4b capital loss

deduction for trusts Page Line 4c income or loss

Deductions Directly Connected To Unrelated Business from partnerships Page Line rent received or ac

Income.--These deductions were reported separately crued Schedule column gross income reportable

-onlybyexempt-organizations -with--UBIof--more-than -Schedule-E7column2 amount-of-investment-income of
$10000 The component deductions were Deduc- IRC section 501 c7 17 or 20 organization

tions directly connected with personal property Schedule column gross income reportable

Schedule column 4a and 5b Deductions allocable Schedule column When an exempt controlling

to unrelated debt-financed income Schedule column organization receives interest annuities royalties or rents

3a and 3b Deductions directly connected to invest- from controlled organization the income from the con

ment income of IRC section 501 c791 or 20 trolled organization was taxable to the controlling or-

organ ization Schedule column Set-asides ganizatiorl at specific ratio depending on whether the

Schedule column The passive income of social controlled organization was exempt or nonexempt

club an employees association supplemental un- gross unrelated business income from trade or business

employment benefit trust and group legal services which exploits an exempt activity Schedule column

organization generally was not taxed if set aside to be gross advertising income Schedule column circula

used for religious charitable scientific literary or educa- tion income Schedule column and any other income

tional purposes or for the prevention of cruelty to children Page Line 12
or animals In addition in the case of an employees

association supplemental unemployment benefit trust For organizations with gross UBI less than or equal to

or group legal services organization passive income $10000 income from unrelated trade or business was

was generally not taxed if it was set aside to provide for reported only in total on Form 990-T Page Line

the payment of life sick accident or other benefits

Allowable deductions to income from annuities interest Net Unrelated Business Income --Net unrelated busi

rents and royalties of controlled organizations Schedule ness income was UBI less only those deductions directly

column Expenses directly connected with connected to unrelated business activities It differs from

production of unrelated business income which were UBI in that it nets out certain deductions directly con-

associated with exploited exempt activity income other nected with trade or business Net UBI was reported by

than advertising Schedule column Expenses those organizations with UBI over $10000

attributable to related activity business income which

were associated with exploited exempt activity income Special Deductions.-Special deductions for advertis

other than advertising Schedule column Excess ing Page Line 28 and prior year business net operat

exempt expenses Schedule column Direct ing losses carried forward Page Line 30 were

advertising costs Schedule column 10 Readership reported separately only by those organizations with UBI

costs Schedule column over $1 0000

The sum of all deductions directly connected to the Specific Deduction.--A specific deduction Page

production of unrelated income was computed for these Line or Page Line 32 was allowed to most organiza

statistics from amounts reported on the unrelated busi- tions The deduction usually $1000 was allowed to all

ness income schedules referenced above organizations with one exception The specific deduction

for organizations with less than $1000 of UBI after taking

General Deductions.--These deductions were reported directly connected general and special deductions was

by organizations with UBI over $10000 Page Line 26 limited to this UBI amount However if the UBI amount

Specifically they included compensation of officers was negative the specific deduction was not allowed
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Total Deductions.--For exempt organizations with UBI regularly carried on by the organization and which was

over $10000 this was the sum of deductions directly
not substantially related to the performance of the

connected to unrelated business income plus general organizations exempt purpose or function other than

deductions special deductions and the specific that the organization needed the profits derived from this

deduction For organizations with UBI under this activity to support its exempt purposes

amount this item was the sum of combined deductions

plus the specific deduction trade or business included activities carried on for

the production of income from selling goods or perform-
Total Tax.--Total tax included income tax based on ing services Regularly carried on activities were con-

corporate and trust rates less the foreign tax credit sidered as such if they showed frequency and

general business credit prior-year minimum tax credit
continuity and were carried on in manner similar to

carried over and other credits It also included the tax comparable commercial activities of nonexempt or-

from recomputing certain prior-year credits recapture ganizations For example hospital auxiliarys operation

tax alternative minimum tax and the environmental tax of sandwich stand for weeks at State fair would not

For 1987 total tax was $83.4 million before credits and be the regular conduct of trade or business The stand

$83.0 million after credits would not compete with similar facilities that taxpaying

organization would ordinarily operate year-round How-

Unrelated Business Income Tax UBIT This was the ever operating commercial parking lot every Saturday

tax imposed on income earned in excess of allowed year-round would involve the regular conduct of trade

deductions from activities unrelated to exempt pur- or business

poses
trade or business was considered related only when

Unrelated Business Taxable Income UBTI.--For or- the conduct of the business activities had causal

ganizations with UBI less than or equal to $10000 UBTI relationship to the achievement of exempt purposes

was UBI less combined deductions less specific deduc- other than through the production of income This

tions For large organizations those with UBI over causal relationship concept introduced in the Tax Reform

$10000 UBTI was UBI less deductions directly con- Act of 1969 TRA of 1969 stipulated that there had to be

nected to unrelated business income general deduc- causal relationship between an organizations engaging

tions special deductions and specific deduction in the unrelated business activity and the performance of

In summary UBTI was UBI less total deductions Be- the organizations exempt functions This relationship

cause total deductions may have been greater than UBI had to be substantial and the activities that generated the

it was possible to report loss income must have contributed
importantly to the ac

complishment of the organizations exempt purposes
APPENDIX TAX LAW RELATING TO UBIT In orderto determine whetheractivities contributed impor

tantly to the accomplishment of an exempt purpose the

Prior to 1950 exempt organizations could earn tax-free size and extent of the activities involved must have been

income that was unrelated to the purpose for which they considered in relation to the nature and extent of the

were exempt as long as they used the net profits for exempt function that they intend to serve

exempt purposes However in response to perception

that tax-exempt organizations were permitted an unfair An example may help illustrate what was and what was

advantage over their private sector counterparts Con- not considered unrelated business income

gress established the unrelated business income tax

UBIT as part of the Revenue Act of 1950 For tax years parking deck was operated by university for use of

beginning after 1950 UBIT was imposed on the income faculty staff and students per-semester fee was

earned by tax exempt organizations from activities which charged for use of the facility This income was not

were not substantially related to the organizations ex- subject to UBIT because the parking decks use was

empt purpose regardless of whether or not the profits reserved for the use of members only However if the use

from the unrelated trade or business were used solely for of the deck was open to thegeneral public and fee was

exempt purposes charged this portion of the organizations income would

have been subject to tax

Specifically there were three major determinants of

unrelated business income the source of income Prior to the TRA of 1969 the unrelated business income

must either have been trade or business which was tax applied only to charitable educational and religious
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organizations IRC IRC section 501 c3 labor and tivities which educate attendees on new developments or

agricultural organizations IRC section 501 c5 cham- products related to the organizations exempt activities

bers of commerce business leagues real estate boards ony RC section 501 c3 end organizations

and similar organizations IRC section 501c6 volun-

tary employees benefit associations IRC section

501 c9 and mutual organizations which insured The earlier exceptions to UBIT included but were not

deposits in building and loan associations and mutual limited to U.S instrumentalities organized under an Act

savings banks IRC section 501 c1 Because exempt of Congress research the results of which were freely

organizations not subject to UBIT were apparently be- available to the general public services that provided

coming more involved in unrelated business activities convenience to members i.e students patients and

Congress decided to enlarge the tax umbrella over or- others and income from volunteer worker and donated

ganizations earning unrelated business income Conse- products

quently the TRA of 1969 extended the unrelated business

iietatö all exempt organizations -except United In- addition theTRA of 1986 created-a-new type of-

States instrumentalities and included churches for the tax-exempt organization corporation or trust organized

first time exclusively to acquire hold title to and collect

income from real real property and remit it to certain

In addition the TRA of 1969 established more strin- tax-exempt organizationsthat were eithershareholders or

gent definition of UBI for both voluntary employees beneficiaries

benefit associations IRC section 501 c9 organizations

and supplementary unemployment benefit trusts IRC NOTES AND REFERENCES

section 501 ci organizations Under this new restric- Li See U.S Treasury Department Internal Revenue

tion unrelated income included both investment income Service Annual Report Commissioner and Chief

and receipts from non-members By so doing Congress Counsel Fiscal Year 1987 According to the IRS

disallowed exemption of passive investment income Business Master File there were 919664 exempt

which had allowed non-members to receive services organizations

below cost This Act also revised the treatment of debt-

financed property and placed all income of this type under UBI from an exploited exempt activity is defined as

the scope of UBIT income earned from an exempt activity which

created goodwill such as the sale of endorsements

Prior to the enactment of the Tax Reform of 1969 TRA The endorsement did not contribute importantly to

of 1969 income earned by exempt social and recreation- the accomplishment of the exempt organizations

al clubs was not considered to be unrelated business purpose so that the income-earned is considered

income The TRA of 1969 however provided that gross unrelated and is therefore subject to tax

investment income and nonmember income less allow

able deductions would be subject to tax Internal Revenue Service Tax on Unrelated Busi

ness Income of Exempt Organizations Publication

The TRA of 1969 also altered the treatment of money 598 rev May 1985
set-aside by social and similar organizations Income

set-aside for certain purposes including religiOus Staff of the Joint Committee on internal Revenue

charitable and other was no longer taxed under Taxation General Explanation of the Tax ReformAct

provisions of this reform of 1969 H.R 13270 91st Congress Public Law

91-1 72 Dec 1970 pp 66-67

The TRA of 1986 expanded the list of exceptions to

UBIT by including income earned through the exchange Prentice-HaIl Information Services Prentice-Halls

and rental of mailing lists distribution of low cost items Explanation of the TaxReformActof 1986 Paramus

incidental to soliciting contributions and trade show ac- NJ pp 1601-1603



BOX 2_TAX EXEMPT ORG_05767



Section Tax Formsand instructions

The forms and instructions shown in this sec

tion relate to the studies discussed in other sec

tions of The Compendium The forms and

__jntru_ctoP are applicable to the most recent

year studied in the articles presented

Contents

Form 990 and Instructions 1986
Return of Organization Exempt from Income

Tax 481

Schedule Form 990 and Instructions 1986
Organization Exempt under 501 c3 except

Private Foundation 501e 501 501 or

Section 4947a1 Trust Supplementary Infor

mation 489

Form 990-PF and Instructions 1987
Return of Private Foundation or Section

4947a Trust Treated as Private Founda

tion 493

Form 990-T and Instructions 1987
Exempt Organization Business Income Tax

Return under section 511 of the Internal

Revenue Code 519

479
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Append ix

General Description of Statistics of Income

Sample Procedures and Data Limitations

This appendix discusses typical sampling procedures in the stratum the diversity of returns in the stratum and

used in most Statistics of Income SQl programs Aspects interest in the stratum as separate subject of study All

covered briefly include sampling criteria selection tech- this is subject to constraints based on the estimated cost

niques methods of estimation and sampling variability or the target size of the total sample for the program
Some of the nonsampling error limitations of the data are

also -described -as- well as the tabular-conventions- For most SOl studies returnSar deiAªtedbcôm
employed puter from the IRS Master File based on the taxpayer

identification number TIN which is either the social

Additional information on sample design and data limita- security number SSN or the employer identification num
tions for specific SOl studies can be found in the separate ber EIN fixed and essentially random number is as

SQl reports see the References at the end of this Appen- sociated with each possible TIN If that random number falls

dix More technical information is available upon request into range of numbers specified for returns sample

by writing to the Director Statistics of Income Division stratum then it is selected and processed for the study

Internal Revenue Service P.O Box 2608 Washington DC Otherwise it is counted for estimation purposes but not

20013-2608 selected In some cases the TIN is used directly by match

ing specified digits of it against predetermined list for the

SAMPLE CRITERIA AND SELECTION OF RETURNS sample stratum match is required for designation

Statistics compiled for the SQl studies are generally Under either method of selection the TINs designed
based on stratified probability samples of income tax

from one years sample are for the most part selected for

returns or other forms filed with the Internal Revenue Ser-
the next years so that very high proportion of the returns

vice IRS The statistics do not reflect any changes made
selected in the current sample are from taxpayers whose

by the taxpayer through an amended return or by the IRS
previous years returns were included in earlier samples

as result of an audit As returns are filed and processed This longitudinal character of the sample design improves
for tax purposes they are assigned to sampling classes

the estimates of change from one year to the next
strata based on criteria such as industry presence or

absence of ataxform or schedule accounting period State METHOD OF ESTIMATION
from which filed and various income factors or other

measures of economic size total assets for example is As noted above the probability with which return is

used for the corporation and partnership statistics The selected for inclusion in sample depends on the sampling

samples are selected from each stratum over the ap- rate prescribed for the stratum in which it is classified

propriate filing periods Thus sample selection can con- Weights are in general computed by dividing the count of

tinue for given study for several calendar years--3 for returns filed for given stratum by the count of sample

corporations because of the prevalence of fiscal non- returns for that same stratum Weights are used to adjust

caiendar year reporting Because sampling must take for the various sampling rates used--the lower the rate the

place before the population size is known precisely the larger the weight For some studies it is possible to improve

rates of sample selection within each stratum are fixed This the estimates by subdividing the original sampling classes

means in practice that both the population and the sample into post-strata based on additional criteria or refine-

size can differ from that planned However these factors ments of those used in the original stratification Weights

do not compromise the validity of the estimates The prob- are then computed for these post-strata using additional

ability of return being designated depends on its sample population counts The data on each return in stratum are

classor stratum and mayrange from fraction of percent multiplied by that weight To produce the tabulated es

to 100 percent Considerations in determining the selection timates these weighted data are summed to produce the

probability for each stratum include the number of returns published statistical totals

Compiled by Bettye Jamerson Coordination and Publications Staff under the direction of Robert Wilson Chief

Publications Team Major contributions were made by Paul McMahon Mathematical Statistics Team
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528 SOI Sampling Methodology

SAMPLING VARIABILITY NONSAMPLING ERROR CONTROLS AND
LIMITATIONS

The particular sample used in study is only one of

large number of possible random samples that could have Although the previous discussion focuses on sampling

been selected using the same sample design Estimates methods and the limitations of the data caused by sampling

derived from the different samples usually vary The stand- error there are other sources of error that may be sig

ard error of the estimate is measure of the variation among nificant in evaluating the usefulness of SQl data These

the estimates from all possible samples and is used to include taxpayer reporting errors processing errors and

measure the precision with which an estimate from par-
effects of an early cut-off of sampling More extensive

ticular sample approximates the average result of the pos- information on nonsampling error is presented in SQl

sible samples The sample estimate and an estimate of its reports when appropriate In transcribing and tabulating

standard error permit the construction of interval estimates the information from the returns or forms selected for the

with prescribed confidence that this interval includes the sample checks are imposed to improve the quality of the

actual population value resultant estimates Tax return data may be disaggregated

or recombined during statistical editing in order both to

In SQl reports the standard error is not directly improve data consistency from return to return and to

presented Instead the ratio of the standard error to the achieve definitions of the data items that are more in keep-

estimate itself is presented in decimal form This ratio is ing with the needs of major users In some cases not all of

called the coefficient of variation CV The user of SQl data the data are available from the tax return as originally filed

may multiply an estimate by its coefficient of variation to Sometimes the missing data can be obtained through field

recreate the standard error and to construct confidence follow up More often though they are obtained through

intervals imputation methods As examples other information in the

return or in accompanying schedules may be sufficient to

For example if sample estimate of 150000 returns is enable an estimate to be made prior-year dataforthe same

known to have coefficient of variation of 0.02 then the taxpayer may be used for the same purpose or data from

following arithmetic procedure would be followed to con- another return for the same year that has similar charac

struct 68 percent confidence interval estimate teristics may be substituted Research to improve methods
of imputing data that are missing from returns continues to

150000 sample estimate be an ongoing process
0.02 coefficient of variation

3000 standard error of estimate
Quality of the basic data abstracted from the returns is

150000 sample estimate
subjected to number of quality control steps including

or 3000 standard error
00-percent key verification The data are then subjected

147000-153000 68 percent confidence interval
to many tests based on the structure of the tax law and the

improbability of various data combinations Records failing

these tests are then subjected to further review and anyBased on these data the interval estimate is from 147 to
necessary corrections are made In addition the Statistics

153 thousand returns conclusion that the average es-
of Income Division in the National Office conducts an inde

timate of the number of returns lies within an interval com
pendent reprocessing of small subsample of statistically

puted in this way would be correct for approximately
processed returns as further check

two-thirds of all possible similarly selected samples To

obtain this interval estimate with 95 percent confidence the
Finally before publication all statistics are reviewed for

standard error should be multiplied by before adding to
accuracy and reasonableness in light of provisions of the

and subtracting from the sample estimate In this particular
tax laws taxpayer reporting variations and limitations

case the resulting interval would be from 144 to 156 economic conditions comparability with other statistical
thousand returns

series and statistical techniques used in data processing
and estimating

Generally in the SO Bulletin only conservative upper

limit CVs are provided for frequency estimates These do TABULAR CONVENTIONS
however provide rough guide to the order of magnitude

of the sampling error Estimates of frequencies and money amounts that are

considered unreliable due to the small sample size on

Further details concerning sample design sample which they are based are noted in SQl tables by an asterisk

selection estimation method and sampling variability for to the left of the data items The presence of an asterisk

particular SQl study may be obtained on request by writing indicates that the sample rate is less than 100 percent of

the Director Statistics of Income Division the population and that there are fewer than 10 sample
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observations available for estimation purposes For geographic statistics these same steps are taken

when weighted frequency is less than 10
dash in pace of frequency or amount indicates that

no sample return had that characteristic In addition dash

in place of cpefficient of variation for which there is an REFERENCES
estimate indicates that all returns contributing to the es
timate were selected at the 100-percent rate

For information about the samples used for specific SQl

programs see
Whenever weighted frequency in data cell is less

than the estimate is either combined with other cells or

deleted in order to avoid disclosure of information about Statistics of Income-- 1987 Individual Income Tax
individual taxpayers or businesses These combina- Returns see especially pages 13-17
tions and deletions are indicated by double asterisk

NOTES- StatisticsbfThcone--187CoqioraTjon ThóoFæi

Returns see especially pages 11-19
See for example Hinkins Susan Matrix Sampling

and the Effects of Using Hot Deck Imputation in 1984

Proceedings American Statistical Association Sec- Statistics of Income-- 1978-82 Partnership Returns see
tion on Survey Research Methods Other research ef- especially pages 237-244

forts are included in Statistical Uses of Administrative

Records Recent Research and Present Prospects
Statistics of Income1979-83 Compendium of StudiesVolume Internal Revenue Service March 1984
of International Income and Taxes Foreign ailu

Taxes Reported on U.S Tax Returns see information
Quality control activities for all 501 studies are publish-

about the samples used at the end of each chaptered from time to time in series of separate reports

These reports provide detailed information relating to

quality in all phases of SQl processing SO Bulletin see each issue

GOVERNMENT PRINTING OFFICE 1991517015/46832
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USER SURVEY
Statistics of IncomeCompendium of Studies of Tax-Exempt Organizations 1974-87

Please take few moments to answer the following questions concerning this Statistics of Income publication Your responses will enable us to direct
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