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Forward

by Dr Virginia Hodgkinson

his Compendium is the second in series contain- represented about 4.6 percent of all entities including

ing information on tax-exempt organizations from business and government in 1977 and 4.2 percent in 1990

Internal Revneue Service studies as conducted by the Au 501c tax-exempt organizations or the nonprofit sector

Statistics of Income SO staff The data in this series grew from 1.1 million organizations in 1977 to 1.4 million

covers from 1986 through 1990 and includes articles in 1990 The nonprofit sector represented 7.0 percent of all

previously published in variety of other publications and entities in 1977 and 5.9 percent of all entities in 1990 Most

scholarly journals The nonprofit or tax-exempt sector not of the growth of the sector in the formation of new organiza

only includes charitable organizations such as educational tions took place previous to 1980

religious health and human services organizations but The charitable sector has increased its importance as an

whole group of other exempt organizations under the 501c employer over the past two decades In 1977 it em-

code including membership societies civic social and
ployed 5.5 million fi.ill-time and part-time paid employees or

fraternal organizations and social welfare organizations 5.3 percent of total employment By 1990 it employed 8.7

among others Most of the articles in this Compendium million paid employees or 6.3 percent of total employment

cover charitable organizations inclæding foundations and Tithe equivalent full-time employees represented by volun

charitable trusts and special articles explaining the growth teer time were added to these figures this sector increased

in federal data sets available for use by scholars These data its share of total employment from 8.5 percent in 1977 to

sets are produced by SOT As such this Compendium marks 10.4 percent in 1990 It should be noted that volunteers

great advance in the development of information about the
provide over 40 percent of total employment in the indepen

nonprofit sector and particularly charitable organizations dent sector Throughout most of this period employment

While nonprofit and particularly charitable organiza- grew faster in this sector than in business or government

tions have been around since the colonial period veiy little Total annual sources of funds for the private nonprofit

research attention has been given to this set of institutions by charitable sector were estimated at $408 billion in 1989

other scholars or federal statistical agencies After an initial The two largest subsectors were health 49 percent and

effort in the early 1970s SOT has increased its effort since education 22 percent Total annual funds grew faster

the 1980s to produce information about this sector includ- however between 1977 and 1982 than they did at any time

ing annual samples of the finances of charitable organiza- after 1982 Subsectors varied in their growth Not surpris

tions and foundations or 501 c3 organizations More ingly the health subsector primarily hospitals increased its

recently SOI has expanded these samples to include exempt share of annual funds from 449 percent in 1977 to 49.0

organizations from sections 501 c4 through c9 percent
in 1989 Over this same period the education

Exempt organizations under these codes include civic and subsector primarily higher education showed decline in

social welfare organizations labor and agricultural organiza- its proportion of total annual funds from 24.0 percent to 21.9

tions business leagues social and recreational clubs frater-
percent as did the social and legal services subsector from

nal beneficiaiy societies and voluntary employees benefi- 10.2 percent to 9.5 percent The trends in sources of annual

cialy societies The articles in this volume provide ample funds have shown change from 1977 to 1989 and particu

evidence of the kinds of new information now available
larly since 1982 with major federal budget cuts to certain

about nonprofit organizations that begins to provide scholars
types of nonprofit organizations

and policymakers with information to measure the impor- Private contributions and particularly individual contribu

tance and contributions of these organizations to American tions have increased as proportion of total annual funds as

society and its quality of life have income from dues fees and charges while support

The nonprofit sector has grownin importance over the from government has declined Private contributions were

past
few decades The number of private 501 c3 chari- $110 billion in 1989 or 27.2 percent of total annual funds in

table organizations including churches or what we call the 1989 up from 26.2 percent in 1982 Dues fees and charges

independent sector has grown from about 739000
represented 37.9 percent of total annual funds for the sector

organizations in 1977 to 983000 in 1990 These organiza- in 1989 $155 billion compared with 36.4 percent in 1977

While the proportion of income increased somewhat in

Dr Virginia Hodgianson is the Executive Director of the

health and education the greatest growth income from
National Centerfor Charitable Statistics at INDEPENDENT

dues and fees were expenenced social and legal service
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organizations which also experienced the greatest federal comply with their obligations to report to government as

budget cuts well as to the general public

Support from government represented less than 26 In addition to more information provided on timely

and accurate basis about nonprofit organizations the IRS
percent of total annual funds to charitable organizations

will need the capacity to better distinguish among types and1989 downfromahigh of27 percent in 1982 The

subsector that bore the brunt of the cuts was social services purposes of nonprofit organizations in the years ahead in

In 1977 government support as proportion of total annual
order to provide scholars and policymakers with the poten

_fundsforihis subsector was 54 percent by 1989 it was tial for greater understanding of this sector and its diversity

With the IRS implementation of the National-Taxonomy of
percent

Exempt Entities developed by the National Center for
While nonprofit organizations survived the 1980s with

Charitable Statistics at INDEPENDENT SECTOR re
increased giving and by increasing income from dues fees

searchers will be better able to break down SOl data into the
and services they also experienced increased demands

diversity of organizations currently operating in the sector
However the growth rate in individual giving was slowed

Currently SOT can only analyze its organizations by founds-
with the passage of the 1986 Tax Act and more recently as

tions hospitals schools and other organizations In the
result of long recession

future it will be able to analyze organizations across 26
The 1990s will bring increased challenges Major imicgtecjrnries ranging from arts and cultural organiza..J

increases in government support seem unlikely except in
tions to religion-related organizations With the current

few areas as the government tries to lower its deficit

expansion of its annual samples to incorporate more types of
Unless the economy improves large increases in the growth

exempt organizations it will also be able to compare differ-

rate of private support for the sector seem unlikely On the
ent types of exempt organizations their sources of funds and

other hand oversight of charitable organizations is likelr to
their expenses Such information will be absolutely critical

increase unless better information can be provided about
for policyrnakers as they consider new regulations for tax

salaries and practices relating to unrelated business income
exempt organizations The SOT data to date is already

While our studies consistently show that average salaries in

showing us that most nonprofit charitable organizations are

the nonprofit sector are about 72 percent of those paid in

small and that small Ærganizations arefar more reliant on
business and government IRS collects only limited informa-

private contributions than large ones Understanding these

tion on the top salaries of employees While such informa-
differences and how these organizations relate to their

tion is necessarr to determine whether excessive salaries are
communities is what all of us must do very quickly This

being paid not collecting information on the number of total
series of Compendiums is veiy fine start

employees distorts the overall averages which reveal that

this sector in general pays much lower salaries than the for- Notes and References

profit or government sectors The charitable sector is defined generally as all organi

Charitable institutions are dependent upon the public
zations exempt under section 501c3 of the Internal

trust More than business or government they rely on Revenue Code

voluntary contributions of time and money from individuals Mnual fluids include private contributions funds from

Some recent incidents involving the
exposure

of charitable
government and the private sector income from dues

organizations engaging in paying excessive pay to execu-
fees and charges and income from other receipts

tives or not reporting openly to the public about the use of
including endowment Revenue data from SOT also

fijnds have not only hurt individual organizations but whole includes interest on savings and temporary cash

sets of organizations In order to avoid such harm there is
investments sales of assets sales from fundraising

need for accurate information about charitable organizations events unrelated business income and net rental

their finances and their expenses and their willingness to income
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he tax-exempt nonprofit sector also commonly The Compendium Volume II makes unique contribution

referred to as the third sector the voluntazy by also publishing data on charitable bequests and on

sector or the independent sector represents organizations exempt under sections 501 c4 through

an increasingly important force in the American

economy The organizations comprising this sector of the The Compendium is organized to include research

economy now represent almost percent of the Gross grouped by the following subject areas

Domestic Product nearly double that of fifteen years ago
Overview of Tax-Exempt Sector Research

Along with their economic impact nonprofit Charities and Other Tax-Exempt Organizations

organizations provide leadership and assistance in areas Private Foundations

as varied as health care education social service Charitable Bequests

deliveiy environmental protection and the ails Through Of the articles in this volume many appear
in quarterly

both indirect program services and direct grantmaking editions of the Statistics of Income 501 Bulletin others

nonprofits are playing an increasingly important role in represent special works originally prepared for the Journal

shaping the substance and culture of the many diverse ofNonprofit Management and Leadership Trusts and

aspects of American society Years ago de Tocqueville Estates the INDEPENDENT SECTOR Research Forum

wrote democracys progress is directly related to its the National Research Councils Committee on National

peoples ability to associate voluntarily in order to solve Statistics and the American Statistical Association The

problems and meet needs This is role largely data include among other things extensive reporting of

filled by nonprofit organizations and the many individuals income statements balance sheets and charitable activity

who donate their time and money to them In addition to the information mentioned above the Com

pendium provides Survey of Literature which offers

The Compendium of Studies of Tax- an extensive list of sources on exempt organizations Also

Exempt Organizations Series of concise outline of significant tax reporting changes

Publications during the period 1986-1992 offers useful complement to

The Compendium of Studies of Tax-Exempt Organiza-
the facsimiles of tax forms and instructions which are

tions Volume II 1986-1992 represents comprehensive displayed at the back of the volume

source of data and analyses on the nonprofit sector The

Statistics of Income Division SOl of the Internal The Growth and Importance of the Tax-

Revenue Service IRS conducts annual studies of Exempt Nonprofit Sector

different types of exempt organizations from sampled The first two articles in this Compendium raise method-

data which it obtains from the information and tax returns ological and substantive issues about the nonprofit sector

filed with the IRS The Compendium Volume 11 Gene Steuerle and Dan Skelly in The Nonprofit Sector

represents the second volume in series of publications and Taxes Invaluable and Largely Untapped Research

designed to consolidate previously published data and Bases discuss the ways in which tax records have been

articles on exempt organizations The Compendium II used to research nonprofit organizations and charitable

assembles 12 articles over 30 comprehensive tables and giving within the framework of tax policy They supply an

nearly 100 text tables and charts published by SOl for tax overview of research efforts and data sources in the

reporting years 1986 to 1990 This includes tax returns nonprofit sector In Sources of IRS Data on Nonprofits

filed with the IRS through calendar
year

1992 and Charitable Giving Skelly elaborates on the trends in

Since the mid- 970s SO has studied those organiza- the data that SOT provides on the nonprofit sector and

tions classified as exempt from taxation under section charitable giving His article highlights historical trends in

501 c3 of the Internal Revenue Code The first volume the areas of nonprofit organizations individual and

in the series The Compendium of Studies of Tax-Exempt corporate giving and charitable bequests This includes

Organizations 1974-1987 consolidated SOTs earliest the role of exempt organizations in the U.S economy and

research on the nonprofit sector It included over 20 re- the growth of exempt organizations and charitable giving

printed articles and extensive data on nonprofit charitable relative to the Gross Domestic Product For example the

organizations private foundations and charitable trusts revenue and assets of exempt organizations grew at rate
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times that of the Gross Domestic Product between 1975 SOT collects data from samples of tax returns filed

and 1990 annually with the Internal Revenue Service Statistical

The second section Charities and Other Tax-Exempt data on exempt organizations are collected from Form

Organizations presents data on organizations filing Form 990 Return of Organization Exempt from Income Tax

990 and Form 990EZ for reporting years
1986 through Form 990EZ Short Form Return of Organization

1989 The articles include information on nonprofit Exempt from Income Tax and Form 990-PF Return of

organizations such as schools andurnversities hospitals Private Foundation or Section 4947a Trust Treated

and-other health care-organizationsreligiouorganiza as aPrjvate Foundation Tnaddition Form 706 Est ate

tions and publicly-supported charities Beginning with Tax Return provides information on charitable bequests

1988 data for the first time since 1975 SOT provides data portfolio composition and other data on decedents and

on those organizations exempt under sections 501c4 their beneficiaries Sampling procedures and data limita

through c9 including civic leagues and social welfare tions are discussed in the SOT Bulletin articles in the

organizations labor organizations business leagues Compendium under the subheading Data Sources and

recreational and social clubs fraternal beneficiary associa- Limitations There is also an article outlining General

tions and voluntaiy employee beneficiary associations In Description of Statistics of Income Sample Procedures and

addition the section includes an article comparing the Data Limitations found in the Appendix to this volume

financial performance of nonprofit and for-profit hospitals

The third section Private Foundations presents Statistical Plan for Tax-Exempt

reporting year
data from 1986 through 1990 Private Organizations

foundations which primarily provide grants to other SOT and the Internal Revenue Service are developing

nonprofit organizations represent approximately 23 improved strategies for coding and sampling data on

percent of the total number of 501c3 organizations exempt organizations The INDEPENDENT SECTORS

required to file information returns with the IRS In National Center for Charitable Statistics NCCS one of

addition to detailed reporting of financial statements this the primary users of SOTs exempt organization data files

section summarizes charitable payout rates income yields has played an important role in developing these strate

and rates of total return on assets Additionally the section gies Currently NCCS and the IRS are working together

provides data for reporting years 1989 and 1990 on those to link data on nonprofit organizations from several

charitable trusts exempt under section 4947a1 of the different sources in order to obtain employment and

Internal Revenue Code payroll data Also at the request ofNCCS in the next few

Finally the fourth section Charitable Bequests years
the IRS will use NCCSs coding system the

highlights an article which examines social and economic National Taxonomy of Exempt Entities to code exempt

factors that affect charitable giving particularly those
organizations This will allow for more detailed analyses

factors that may influence an individuals decision to make by type of organization

charitable bequest SOT will publish additional data and In more current statistical effort by early 1994 SOI

analyses relating to charitable giving in the Compendium plans to release 1988 1989 and 1990 data on the unre-

of Estate and Wealth Studies which includes estate and lated business income of exempt organizations Unrelated

wealth data from the past two decades business income UBI is the income that organizations

earn which is not related to their tax-exempt mission This

Statistical Research Efforts at SOl information is collected from the Form 990-T Exempt

Statistics of Tncome SOT of IRS now commemorating its
Organization Business Income Tax Return As more

80th Anniversary produces annual financial statistics nonprofit organizations earn UBT often in response to

largely obtained from samples of the various tax and fiscal pressures this has become an increasingly important

information returns filed with IRS The statistical infonna- issue in the nonprofit sector SOT plans to integrate the

tion provided by SOT includes data on individuals Form 990 and the Form 990-T samples in order to merge

corporations wealth and estates U.S corporations with data from both of these forms for organizations that earn

foreign activities and tax-exempt organizations These unrelated business income This matching technique

data are generally published along with descriptive which will begin with 1993 data will increase the statisti

articles in SOT publications These publications are listed cal reliability of both the Form 990 and the Form 990-T

at the back of this volume under the heading Publications studies major revision of the Form 990-T for reporting

and Tapes year 1992 will allow SOT to sample returns based on gross
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unrelated business income Previously this was not re- Service P.O Box 2608 Washington DC 20013-2608

ported as separate line item on the Form 990-T Finally In addition to microdata tapes Statistics of Income

beginning with tax reporting year 1994 at the request of offers an Electronic Bulletin Board Over 170 ifies from

several users SOl will sample the private foundation various studies including organizations exempt under

returns based on the fair market rather than the book value sections 501c3 through c9 private foundations and

of total assets charitable trusts are currently available for public access

on the SOI electronic bulletin board system To access

SQl Products and Services SOls bulletin board dial either 202 874-9574 the

Copies of SOls microdata tapes for exempt organizations analog for most users or 202 874-0408 for Treasury

both Form 990 and Form 990-PF filers are available for digital system users Or to obtain additional information

purchase from both the Statistics of Income Division and about the bulletin board contact the Systems Administra

the National Center for Charitable Statistics Since these tor at 202 874-0408

organizations must disclose their IRS information returns

to the public the data tapes are available and contain
Notes and References

identifiable records Annual published data on individual Dan Skelly Sources of IRS Data on Nonprofits and

and corporate tax issues are also available from SOi Charitable Giving paper presented for the Commit-

Select files of individual tax returns include data on tee on National Statistics National Research Council

charitable contributions Data on estates which include 1992 Figure This percentage represents 1990

information on charitable bequests are published p-Kj. data and includes organizations exempt under IRS

cally Also data on tax-exempt bonds used by different section 501c3

types of organizations including nonprofit hospitals are Alexis de Tocqueville from The Nonprofit World

also available annually To request any
of the data or Its Scope and Significance from The Third

microdata tapes offered by SO contact SOIs Statistical America The Emergence of the Nonprofit Sector in

Information Services Office at 202 874-0410 or write to the United States Jossey-Bass Publishers San

the Director Statistics of Income RS Internal Revenue Francisco pg 14



RESEARCH REPORTS

The Nonprofit Sector

-__
and Taxes

Invaluable and Largely

Untapped Research Bases

Dan kelly Eugene Steuerle

SMALL but important body of research falls in the intersection

between two fields studies of the nonprofit sector and stud

ies on public finance or taxation Only portion
of this

research is on the effects of tax policy on charitable giving and

organizations Tax returns also provide administrative records or

data bases for research on other issues such as the financial con

dition of foundations or individual rates of giving out of income

By the same token research on taxes often makes use of data from

other sources For instance data reported on surveys can be manip

ulated so that it is possible to estimate the value of deductions for

charitable giving

Much of the tax policy
research on charitable activity is theo

retical or involves historical legal or social analysis of relations

between charitable giving
and tax rules The primary purpose of the

current report is to acquaint the reader with some of the research

made possible by tax returns themselves The other types
of charity

tax research will be mentioned briefly

Opportunities and Constraints

marriage between research on the nonprofit sector and on taxes is

analogous to marriage between Sleeping Beauty and the Beast Each

has tremendous potential waiting to be realized but neither party
has

the capability
of bringing that potential fully out of the other The

Note The opinions expressed are those of the authors and should not be

attributed to the Internal Revenue Service or to the Urban Institute

Nopwoni MMAGEMENT LEADEPSHIP vol no Summer 1992 Jossey-Bass Publishers
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researcher needs to be aware of both the
opportunities and the obsta

cles in dealing with the intersection between these two fields

One major obstacle is lack of resources not merely for would-

be researchers but for the basic maintenance and development of

administrative records and other data sets There is probably less

research in our society on the charitable sector than there is on

how to sell beer and cosmetics while tax and budget research

pales relative to research on direct expenditures and other policies

Unlike expenditure agencies tax agencies have very small research

budgets The lack of incentives not goodwill explains the limited

amount of research in both areas For instance because most gov
ernment involvement in the charitable sector proceeds through the

I.R.S and the Treasury dealing with nonprofit organizations does

not fit neatly with the primary function of any government agency

Correspondingly there is no private charitable
constituency that

There is probably operates
like those surrounding health housing labor and other

less research on expenditure agencies

There are two related constraints access to data and quality of
the charitable

data Some of the information reported herein
particular informa

sector than there tion on individuals and businessescannot be released outside the

is on how government because tax records are confidential Other information

such as that reported by charitable organizations is required by law
to sell beer

to be open to the public but its quality is sometimes mixed Because

and cosmetics poor reporting
of information has few tax consequences for charitable

organizations the information reported by charitable organizations

is often incomplete and contradictory Despite this major caveatone

should
recognize

that the data available from recent tax returns are

more extensive and complete than they were even few years ago
thanks to the efforts of both the I.R.S Statistics Division and the

National Center on Charitable Statistics

Basic Sources of Infonnation

Organizational Returns

The I.R.S has two methods of data collection in the tax-exempt area

First some data are gathered from the returns of all exempt organi

zations Only limited information for example total assets total

receipts is available to the public from this administrative file on

reimbursable basis Data from this administrative file is subject to

limited testing so the quality is questionable Another way to obtain

current information on exempt organizations is by examining tax

filings Copies of tax returns can be obtained from the I.R.S district

office in the district in which the organization is located or through

public inspection at the organization itself

The second source of I.R.S data is the annual statistics of

income SOI program for exempt organizations The studies in the

program are based on samples of returns Income statement balance

10



THE NONPROFIT SECTOR AND TAXES

sheet and other financial data as well as great amount of nonfinan

cial information are collected in these SQl studies The data are sub

ject to comprehensive testing and correction procedures to ensure

that they are of high quality

There are three major studies in the SOl Divisions exempt

program private foundations Reæz 1991 nonprofit charitable orga
nizations Hodgkinson and Boris 1990 and unrelated business

income of exempt organizations

Astudy of
private foundations was first done in 1974 with

ubueiudies in 1979 and 1982-1983 helped by financial
sup-

port from the INDEPENDENT SECTOR Skelly 1991 Petska and Skelly

1982 Petska 1982 Riley 1986 In 1985 SQl started an annual series

1989 data will be available in early 1992

The first I.R.S study of
nonprofit organizations was done in

1975 and included data on all
nonprofits Sullivan and Gilmour

1991 Subsequent studies of nonprofit charitable organizations
that is the

organizations exempt under IRC section 501c3were The first I.R.S

done in 1982- 1983 1-lilgert and Mahier 1991 501 started an annual study of
series on nonprofit charitable

organizations in 1985 501 data from
nonprofitForm 990 now allow researchers to focus on specific types of char

itable organizations for example educational institutions and
hospi-

organizations

tals Meckstroth forthcoming was done in 1975
Until recently only limited information from the I.R.S admin

istrative file referenced earlier was available on nonprofits other than

501c3 organizations In 1992 SOl will publish detailed data from

its first sample of organizations exempt under subsections 501c4
through including business leagues labor organizations social

clubs- fraternal societies and voluntary employee beneficiary as
sociations

For all of the 1990 studies of organizations exempt under

501c3 through SQl will
capture detailed data on related and

unrelated sources of income For the first time researchers will be

able to look at all sources of income for exempt organizations income

that is substantially related to the exempt purpose of the organiza

tion unrelated business income and income excluded by statute

from the unrelated business income tax

The third annual program is unrelated business income of

exempt organizations Tnis annual stuuy Borostiok 1991 tocuses

on the detailed sources of unrelated income and deductionsfor

example gross profit advertising debt-financed income rental

income

Information on all three of the major programs is published in

the quarterly Statistics of income Bulletin In addition Compendium of

Studies of Tax-Exempt Organizations 19741987 1991 was recently

released by theSOl Division
containing more than twenty previously

published articles 6n exempt organizations

Copies Of the microdata
tapes for foundations and charitable

organizations arØ available for purchase from the Statistics of Income

11
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Division These
tapes

contain identifiable records since the returns

are open to public inspection Data from the tax returns of exempt

organizations on unrelated business are not available on tape
since

these returns are not open to the public However special tabulations

can be prepared from all three sources on reimbursable basis

Merging data sets is an invaluable way of using tax information

For instance the National Center for Charitable Statistics is sponsor

ing national
survey

of nonprofit charitable organizations Financial

information provided in this
survey

will in many cases be based on

the latest I.R.S Form 990 filed by the organizations

Past studies that made use of organizational returns have exam
ined trends of changes in asset size grant-making activity adminis

_____________________ trative expenses allocations of investments Foundation Center

Another major National Data Books various years rates of return Salamon and

source of Voytek 1991 and equity accumulation Tuckman and Chang 1991
Recent congressional debates over the charitable and business activ

information
ities of nonprofit organizations

have also relied on information on

provided by the so-called unrelated business income tax BIT reported on Form

individuals who 990-T Useful references for any researcher are Weisbrod 1918
1988 Rose-Ackerman 1986 Steinberg 1987 Hopkins 1987

itemize tneir tax and various publications from the Yale Program on Non-Profit

returns and Organizations

declare charitable Federal Individual Income Tax Returns

deductions
Another major source of tax information is procided by individuala

who itemize their tax returns and declare charitable deductions Infor

mation on total contributions cash and noncash contributions and

carryovers
of contributions from prior years classified by size of

adjusted gross income AG is available for 1988 in the annual Stà

tistics of Income Individual Income Tax Returns report In addition to

annual published data the public can obtain access to select files of

individual income tax returns For example Statistics of Income

public use file of 110000 records for 1988 is now available for

researchers on reimbursable basis new public use file for 1988

will be based on much larger sample size of 500000 records Some

geographic detail will be available but for individuals with more than

$200000 of AG records will be combined and shown oriiy on an

aggregated
basis

Archival files similar to the public use files just described are

available with data on contributions These files are available annually

from 1972 forward and for odd-numbered years between 1960and

1972 Formats and items of information are not always the same

Much research using these data has centered on the effect of

taxes on charitable
giving Feldstein and Clotfelter 1976 Clotfelter

and Steuerle 1981 Auten and Rudney 1985 Lindsey 1985 Schiff

1990 Steinberg forthcoming The studies simulated taxes by applying

tax calculators to underlying data These calcülªtors allowed estimation

of the tax rate that would apply to an additional dollar ofchantable

12
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giving While the tax variable is often given much public attention

because it can be manipulated through policy other variables such as

age and marital status also turned up as important influences on

giving The public use files can also be used to examine variation in

giving by state for other than high-income taxpayers In addition

comparisons across years can be made by using multiple files

An alternative way of examining changes over time is through
the use of panel files of individual income tax returns Auten and

çy IhUiersityofMichigans OfficeoLTax_Policy___ ___
Research under the direction ofJoel Slemrod and through an arrange

ment with 501 has constructed panel file from the annual individual

public use file This Michigan panel file is available for 19791986 and

by the middle of 1992 it will be available through 1988 It contains

the same information on contributions as in the annual public use

files Unfortunately other panel files of taxpayers have not been

released

The SQl Division
Federal Estate Tax Returns and Wealth-Income Studies

periodcaI1y
Studies of charitable giving at death have been performed with the

publishes studies
help of estate tax returns Boskin 1976 Johnson and Rosenfeld1991 1991 The 501 Division periodically publishes stud- of estate

ies of estate tax returns although the data files remain confidential tax returns

Estate data are invaluable because they provide information on the

relationship between
giving

and wealth In most studies wealth tax

rates age and marital status are found to be among the significant

influences on giving at death

Periodically the I.R.S has also matched estate tax returns with

the income tax returns of decedents in
years

before death 1976
1982 and 1989 and in one case of beneficiaries in

years
before and

after the death of those who left the bequests 1976 These files are

not available to the public and have only begun to be tapped One

study using these files found that there was much inconsistency

among individuals between their lifetime and deathtime
giving that

giving seemed to be influenced more by realized income than by real

economic income and that individuals do not take maximum advan

tage of the tax laws Steuerle 1987

Other important Data Sources

There are number of other important tax sources of information

on charitable giving Such sources include state probate records

Researchers have already examined probate records in Ohio Suss
man Cates and Smith 1970 New York New Jersey Friedman

1964 California-and Pennsylvania Shammas Salmon and Dahliz

1987

State income tax returns are valuable but often neglected

source Martin-David of the University of Wisconsin with the coop
eranon of the Wisconsin Department of Revenue has been innovative

in merging different kinds of administrative records including estate
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and income tax returns and income and
property

tax returns David

and Menchik 1988
The Internal Revenue Service has only recently opened up its

Taxpayer Compliance Measurement Program TCMP which com
bines files of individual returns and changes made through audit or

examination TCMP studies of individual
taxpayers are available for

1982 and 1985 and soon will be available for 1988 The 1988 data are

based on highly stratified sample by income and tax schedule

complexity of 55000 records Individual researchers may apply in

writing on competitive basis for tabulations to be performed within

the I.R.S These tabulations must be approved by an outside review

committee and cannot compromise I.R.S audit functions but the

files contain unique information on the amounts by which charitable

contributions are underreported and overreported and also on the

size of large gifts to single charities Only few researchers have

made use of these data Broman 1989

Corporate giving by size of assets and detailed industry groups

Survey data can can be found in the annual Statistics of Income Corporate Source Book

add variables not Less detailed industry data on corporate
contributions can be found

in the annual Statistics of Income report Corporation income Tax
on tax returns

Returns In certain cases more detailed information on corporate

giving is available from
surveys Conference Board

Any researcher should check with the Foundation Center the

National Center for Charitable Statistics at INDEPENDENT SECTOR
and similarorganizations for tax data that have already been tabulated

as well as with the various Statistics of Income tabulations published

regularly by the I.R.S Statistics of Income 1988 Corporate Income Tax

Returns and Statistics of Income 1988 Individual income Tax Returns

Other Tax Research Without Tax Return Data

Survey data are sometimes better sometimes worse than tax data

themselves In general tax data are better reported especially among

high-income individuals but
survey

data can be designed specifically

to add variables not on tax returns such as religion of giver or moti

vations for giving Survey data also fill in information on charitable

giving by those who do not itemize deductions on their tax returns

Survey files that can be used to examine charitable
giving

include the Survey of Consumer Finances for 1989 one of the best of

all
surveys

for wealth and property income issues The Consumer

Expenditure Survey also contains detailed information on charitable

giving although mostly for lower- and middle-income taxpayers

tax calculator can be added to determine the approximate amount of

tax owed and the marginal tax rate of the giver These files supple

mented by tax calculators have been used to study charitable giving

Reece and Zieschang 1982
Tax policy research often dOes not proceed fràm underlying

microdata bases For example an analysis oithe effect of founda

tions distribution or payout requirements on its ability to grow or

14
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maintain its relative stature required only some assumptions about

rates of grant-making out of assets and
giving to foundations Steuerle

1977 New York
University School of Law Conference in October

1991 examined the theories and history of tax exemption
Much tax policy research toward charity is theoretical rather

than empirical For example justifications of tax exemption often

derive from theories of the
optimal tax base and whether charitable

giving reduces the ability to pay tax

Most issues of course involve bo
mpiric hoejc.aL__

business activities of charities proceeds
partly from empirical examination of those activities Boroshok
1991 and partly from theoretical consideration of whether tax

exemption really provides any competitive advantage for engaging
in noncharitable

activity Hansmann 1980 Rose-Ackerman 1986 Some of the most
Steuerle 1988 Research on the effect of taxes on volunteer

giving comprehensive
involves theoretical and

empirical considerations of such issues as
the relative incentives for time and cash contributions Long 1977 information on
Clotfelter 1985

giving patterns

and the activities

Conclusion
of charitable

Much research on the charitable sector involves consideration of Organizations
taxes Taxes are one of many influences on giving behavior At the

can be found insame time some of the most comprehensive information on the giv
ing patterns.of individuals and on the activities of charitable

organi-
taX returns

zations can be found in tax returns Even with the limited funding for

charitable and tax research restricted access and incomplete data
the

opportunities remain enormous and the
progress of recent years

leaves us optimistic for the future

DAN SKELLY heads the Program on Tax-Exempt Organizations and is chief

of the Special Studies area in the Statistics Division of the Internal Revenue
Service

EUGENE STE UERLE is senior fellow at the Urban Institute and former deputy
assistant secretary of the treasury for tax analysis
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INThODUCTION

This paper discusses the various sources of IRS data on nonprofits and charitable giving

It examines historical trends and current data including statistics on nonprofit charitable

organizations private foundations charitable trusts individual and corporate giving and

charitable bequests It does this in the context of the growth of exempt organizations and

charitable giving relative to Gross Domestic Product GDP There is also discussion of the

products and services the Statistics of Income SOl Division provides on the nonprofit sector

and charitable giving

The IRS has two methods of data collection in the tax-exempt area First SOl using

sample data conducts studies on tax exempt nonprofit organizations Second selected data are

gathered by IRS from the universe of exempt organization return filings Only limited

information for example total assets and total receipts is available to the public frOm this

administrative file Data from this administrative file is subject to limited testing so that

taxpayer filing errors may not always be corrected Current information on exempt

organizations can also be obtained by examining return filings Copies of tax and information

returns can be obtained from the IRS office responsible for the district in which the organization

is located or through public inspection at the organization itself

The Statistics of Income Division regularly conducts more than 40 studies of tax return

data While the basic studies of individual and corporation income tax returns are well known
the special studies are generally less well known One of the major special studies programs in

SO is tax-exempt organizations Income statement balance sheet and other financial data as

well as great amount of nonfinancial information are collected in these SOI studies on

nonprofit charitable organizations and private foundations The data are subject to

comprehensive testing and correction procedures to ensure that they are of high quality

SO PROGRAM ON TAX-EXEMPT ORGANIZATIONS

There are two major studies in the SO Divisions exempt program private foundations

and nonprofit charitable organizations study of private foundations was first done for 1974

with subsequent studies for 1979 and 1982-1983 Beginning with Reporting Year 1985

SO started an annual series on private foundation data The first IRS study of nonprofit

charitable organizations was done for 1975 and included data on all nonprofits Subsequent

studies of nonprofit charitable organizations--that is the organizations exempt under Internal

Revenue Code IRC 501c3 excluding private foundations were done for 1982-1983

SOI started an annual series on nonprofit charitable organizations beginning with Reporting Year

1985 Beginning with Reporting Year 1987 data SO initiated an annual study on the unrelated

business income of exempt organizations This study focuses on the detailed sources of

unrelated income and deductions of exempt organizations including gross profit advertising

debt-financed income and rental income

As is true of most SOl studies the main users of the statistical data are the Office of Tax

Analysis in the Office of the Secretary of Treasury and the Congressional Joint Committee on
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Taxation In addition detailed infonnation is provided to other governmental organizations

such as the Federal Reserve Board and the Bureau of Economic Analysis in the Department of

Commerce Partial funding of the effort to compile statistics on tax exempt organizations was

previously provided by the Independent Sector nonprofit coalition of corporations

foundations and voluntary organizations

SOl data indicate that the growth of nonprofit organizations during the past 15 years has

exceeded the growth of the national economy as whole see Figures and For example

while the real GDP grew by 50 percent in the period from 1974 to 1990 the revenue of private

foundations adjusted for inflation increased by 124 percent The total revenue and expenses

of other charitable organizations exempt from income tax under IRC 501c3 hereinafter

refeff toasæoæprófit charitable organizations each grew by 226 percent from 1975-1990

while GDP in real terms increased by 52 percent During the 1975-1990 period nonprofit

organizations increased their relative role in the economy Total revenues for all nonprofit

charitable organizations including private foundations as percent of GDP increased from 3.6

percent to 7.7 percent over the period 1975-1990 see Figure Clearly the nonprofit sector

has realized significant growth when compared to the entire U.S economy

PRiVATE FOUNDATIONS

Private foundations are nonprofit corporations associations or trusts that are narrowly

supported and controlled usually by an individual family or corporation They differ from other

charitable organizations that receive broad support from many different sources Between 1974

and 1990 the total revenue of foundations in real terms increased by 124 percent Contributions

to foundations rose by 102 percent in constant dollars while interest and dividends rose by 119

percent The biggest gain was net gain from sale of assets which rose by 441 percent

Similarly foundation assets in real terms increased by 105 percent over this period Over this

time period GDP in real terms increased by 50 percent

Curent SOl Foundation Data

Included in the annual samples are the returns of all private foundations with total assets

book value of $10 million or more for instance 1262 returns in 1988 These 1262

returns represented approximately four percent of the population of returns but accounted for 77

percent of the total assets of all private foundations and approximately 25 percent of the 5111

sample returns used for the study As further evidence of the concentration of foundation assets

the top one-half of one percent of foundations accounted for more than 50 percent of assets while

the top 10 foundations accounted for 21 percent of assets

The 1989 SOI study showed that private foundations experienced strong year as both

total revenues and total assets increased markedly from 1988 Total foundation revenues

increased by 22 percent to $19.9 billion thereby reversing the trend of declining revenues from

1986 to 1988 Increasing revenues resulted largely from significant increases in the amount of

contributions received 32 percent and net gains from sales of assets 30 percent Total

foundation assets increased from 1988 to 1989 at the highest annual rate of the past decade 18
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percent to $151.7 billion Assisted by relatively strong stock market in 1989 the value of

investments in securities which represented 80 percent of total foundation assets increased by

22 percent Foundations maintained relatively consistent levels of charitable giving for 1989

with the amount of their contributions and grants increasing by 10 percent over 1988 to $8.1

billion During the 1980s the significant growth in assets of the larger foundations allowed

them to increase charitable distributions through 1989 at rate faster than the smaller foundation

size groups

Reporting year 1989 represented the first year since 1979 that Statistics of Income

collected data on the 4947a1 charitable trusts that file Form 990-PF For 1989 over 2600

4947a1 charitable trusts held $2.9 billion in total assets realized $404.6 million in total

revenues and distributed $143.7 million in contributions and grants An analysis of 1990 data

for both private foundations and 4947a1 charitable trusts will be included in the upcoming

Winter 1993-1994 edition of the Statistics of Income Bulletin

NONPROFIT CHARITABLE ORGANIZATIONS

Organizations receiving tax-exempt status under section 501c3 represent charitable

organizations and they are the largest group of tax-exempt organizations These organizations

are principally religious educational health-related scientific and literary organizations They

differ from private foundations because they derive their funds from the general public

Between 1975 and 1990 the number of nonprofit charitablç organizations required

to file returns grew by 78 percent The book value of total assets for.charitable organizations

in real terms went up by 170 percent over this period while total revenue in real terms grew .by

227 percent In contrast real GNP over this period grew by 52 percent

Current SOl Nonpivflt Chantable OganizoJion Data

The most recent complete fmancial data available for nonprofit charitable organizations

are for 1988 Of the approximately 448000 organizations recognized by the IRS as nonprofit

ºharities in that year an estimated 125000 were required to file returns Form 990
Organizations with gross receipts of $25000 or less and churches were not required to file

The sample of returns used for the 1988 SO study on nonprofit charitable organizations

consisted of all organizations with total assets book value of $10 million or more

approximately 6500 plus random stratified sample of approximately 6400 returns from the

remaining population of 113000 returns These 6500 organizations accounted for 86

percent of total assets and 78 percent of total revenue Organizations with $50 million or more

in assets while accounting for only 1.5 percent of returns accounted for 69 percent of total

assets and 60 percent of total revenue

The 1988 SO study showed that program service revenue fees collected to administer

charitable programs was the largest component o1 total.revenue for 1988 accounting for nearly

two-thirds of total revenue of all nonprofit charitable organizations However while program

service fees were the major source of revenue for the large nonprofit charities contributions

received directly from the public or indirectly through fund-raising campaigns and from
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Government grants comprised the major portion of the revenues of the smaller organizations

Data on nonprofit organizations can also be classified by type of charitable organization

including hospitals and other health-related organizations educational institutions and support

organizations Detailed financial information on these various types of organizations is available

on an annual basis from 1982 forward except 1984

For the first time the Statistics of Income Division released detailed data on 501c4-9
organizations The organizations exempt under these sections are diverse in both function

and fmancial makeup and include civic leagues and social welfare organizations

labor agricultural and horticultural organizations business leagues chambers of

OiieiædeaFostatboaids ióciäliiidieóiEºàtional clubs fraternal

beneficiary associations and voluntary employees beneficiary associations

Labor agricultural and horticultural organizations filed the largest number of

returns for 1988 nearly 21000 while civic leagues and social welfare organizations had the

largest assets holdings $31.6 billion see Figure For each of these Code sections c4
through the smaller organizations--those with assets of less than $500000--accounted for

greater share of the total assets than did the smaller nonprofit charitable organizations

Sources of revenue also varied by Code section Program service revenue was the primary

source for voluntary employees beneficiary associations fraternal beneficiary associations and

civic leagues and social welfare organizations representing two-thirds of their respective totals

Membership dues and assessments were the principal revenue source for labor agricultural and

horticultural organizations social and recreational clubs and business leagues chambers of

commerce and real estate boards An analysis of 1989 data for the nonprofit charitable

organizations or 501c3 organizations as well as for the section 501c4-c9 organizations

will be included in the upcoming Winter 1993-1994 edition of the Statistics of Income Bulletin

For all of the 1990 studies of the different types of exempt organizations SO will

capture detailed data on sources of income related and unrelated to the organizations exempt

purpose Researchers will be able to look at different sources of income for exempt

organizations income that is substantially related to the exempt purpose of the organization

unrelated business income and income excluded by statute from unrelated business income tü

FEDERAL INDIVIDUAL INCOME TAX RETURNS

Another major source of tax information is provided by individuals who itemize their

individual tax returns and declare charitable deductions Information on total contributions cash

and noncash contributions and carryovers of contributions from prior years classified by size

of adjusted gross income AG is available in the Statistics of Income Bulletin and the annual

report Statistics of Income--Individual Income Tax Returns Total contributions as percent of

AG over the period 1975-1990 reached high in 1986 possibly in response to an expected tax

law change see Figure From 1986-1987 there was an 18-percent drop in this ratio and

another 8-percent drop from 1987 to 1988 Much of the decline is probably attributable

to the Tax Reform Act FRA of 1986 TRA of 1986 eliminated the charitable deduction for

non-itemizers raised the standard deduction switching more taxpayers from itemizers to
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non-itemizers and by lowering marginal tax rates decreased the relative tax benefit of making

charitable contributions

An alternative way of examining changes over time is through the use of panel files of

individual income tax returns The University of Michigans Office of Tax Policy Research

under the direction of Joel Slemrod and through an arrangement with SOl has constructed

panel file from the annual individual public use file This Michigan panel ifie is available

for 1979 to 1988 It contains the same information on contributions as available in the annual

public use files

FEDERAL ESTATE TAX RETURNS

The SOl Division periodically publishes studies of estate tax returns although the data

files remain confidential Estate data on charitable bequests and portfolio composition among

others are invaluable because they provide information on the relationship between giving and

wealth In most studies wealth tax rates age and marital status are found to be among the

significant influences on giving at death 15

In addition to providing statistics on the annual filings of estate tax returns SOl captures

data over period of at least reporting years in order to examine decedents dying in single

year By collecting data for complete death cohort these year-of-death files provide an

opportunity to examine the characteristics and bequest behavior of decedents without distortions

from differences in the tax law and the economic environment Based on data from these

samples charitable bequests as percent of gross estate in the 1980s has remained in the range

of percent see Figure Data on charitable bequests are published periodically in the SQl

Bulletin

OTHER IRS TAX SOURCES

The Internal Revenue Service has recently opened up its Taxpayer Compliance

Measurement Program TCMP to researchers The TCMP combines files of individual returns

with changes made through audit or examination TCMP studies of individual taxpayers are

available for 1982 and 1985 and soon wifi be available for 1988 The 1988 data are based on

highly stratified sample by income and tax schedule complexity of 55000 records

Individual researchers may apply in writing for tabulations to be performed within the IRS

These tabulations must be approved by an outside review committee and cannot compromise IRS

audit functions The files contain unique information on the amounts by which charitable

contributions are underreported and overreported and also on the size of large gifts to single

charities Only few researchers have made use of these data

Corporate giving by size of assets and detailed industry groups can be found in the annual

Statistics of Income Corporate Source Book Less detailed industry data on corporate

contributions can be found in the annual Ieport Statistics of Income--Corporation Income Tax

Returns Data on corporate contributions as percent of net income less deficit reached high
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of almost two percent in 1986 and then in the two-year period following 1986 fell by 38

percent see Figure This possibly can be attributed in part to the decline in corporate

rates after the TRA of 1986 which decreased the relative benefit for corporations making
contributions

PRODUCTS AM SERVICES

Information on the major nonprofit programs is published in the quarterly Statistics of
Income Bulletin In addition Compendium of Studies of Tax-Exempt Organizations 1974 to

19871991 was recently released by the SOl Division Theone-volurnecompendiurnwas
ào ŁflyfÆitic1isjübffsh1 in the Statistics of Income Bulletin and in the Proceedings

of the American Statistical Association along with facsimiles of tax forms and instructions and

previously unpublished articles and tables new Compendium with updated articles on the

exempt sector wifi be published in late 1993

Copies of the microdata tapes for foundations and charitable organizations are available

for purchase from the Statistics of Income Division Since the returns are open to public

inspection these tapes contain identifiable records Special tabulations can be prepared from

these sources on reimbursable basis

Annual published data are available on individual and corporate tax returns and data on

estates are published periodically In addition the public can obtain access to select files of

individual income tax returns For example Statistics of Income public usó file of 110000
records for 1988 is now available for researchers on reimbursable basis Archival files similar

to the public use files just described are available and include data on contributions Microdata

files are not available for corporations or for estate filings because of disclosure considerations

Special tabulations can be prepared on reimbursable basis from SO files of individual

corporate and estate tax returns

CONCLUSION

Statistics of Income provides an array of information and data sources on nonprofit

organizations and charitable giving SO data indicate that the growth of nonprofit organizations

during the past 15 years has exceeded the growth of the national economy as whole The total

revenue and total expenses of nonprofit charitable organizations each grew by 226 percent from

1975-1990 while GDP in real terms increased by 52 percent Similarly the real revenue of

private foundations increased by 124 percent from 1974-1990

The amount of contributions received by charitable organizations over the period 1975-

1990 rose by 106 percent While the growth of contributions to the exempt sector has fallen off

in recent years exempt organizations still realized greater financialgrowth than the economy
as whole mainly because program service revenue and investment income grew at above

average rates Organizations have tended to engage in more user-funding to support their

charitable efforts and have exercised more care in managing their investment portfolios
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Figure

IRS Section 501cX3 Organizations1 Total Revenue and Total

Exp.nsis ass P.rc.ntag of Gross Domestic Product 1975-1990
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Charities and Other Tax-Exempt Organizations

onprofit charitable organizations those exempt 1993 Spring Research Forum

under section 501 c3 of the Internal Revenue

Code include organizations whose purposes are Statistical Research Efforts

religious charitable educational scientific or for the SOT is currently involved in several efforts designed to

purpose of testing for public safety These organizations can improve the sample estimates of nonprofit organizations

receive tax-deductible charitable contributions and must filing the Forms 990 and 990EZ The iNDEPENDENT

serve the public interest in manner that supports their SECTORs National Center for Charitable Sisti

charitable mission This group includes among others NCCS one of the primaiy users of SOTs exempt organi

schools and universities hospitals and other health-related zation data has played an important role in long-range

organizations religious organizations and publicly- planning efforts involving these data Several years ago the

supported charities Certain other tax-exempt organizations SOT Form 990 sample was re-designed at the request of

particularly those exempt under sections 501c4 through NCCS to increase the coverage of social welfare agencies

c9 are included in the articles and tables of data begin- and other organizations holding relatively small amounts of

ning with reporting year 1988 This group
includes civic assets Currently NCCS and the IRS are working together

leagues and social welfare organizations labor organiza- to iink data on nonprofit organizations from several different

tions business leagues recreational and social clubs sources in order to obtain employment and payroll data

fraternal beneficiazy associations and voluntazy employee Also at the request ofNCCS in the next few years the IRS

beneficiaiy associations Unlike the organizationsexempt has an arrangement to use NCCSs codmg system the

under section 501c3 these organizations in most cases National Taxonomy of Exempt Entities to code exempt

are not eligible to receive tax-deductible contributions organizations on its comprehensive Business Master File

Over 133000 section 501 c3 nonprofit charitable This will allow for more in-depth analyses of the different

organizations held over $655 billion in total assets and types of exempt organizations And in more current

earned nearly $399 billion in total revenue for 1989 As statistical effort SOl plans to integrate the sample from the

group organizations exempt under sections 501 c4 Form 990 with the sample from the Form 990-T Exempt

through c9 represent
much smaller proportion of the Organization Business Income Tax Return in order to

nonprofit sector They numbered over 96000 held over merge data for organizations that earn unrelated business

$125 million in total assets and earned over $100 million in income This matching technique which will begin with

total revenue for 1989 Articles and tables included in this reporting year 1993 will increase the statistical reliability of

section provide extensive income statement and balance both studies

sheet information for reporting years 1986 through 1989 as

collected from sample of Forms 990 Return of Organiza-
Notes and References

tion Exempt from Income Tax and Forms 990EZ Short The 133000 organizations
include only those which

Form Return of Organization Exempt from Income Tax were required to file information returns with the

Form 990EZ was introduced with the 1989 reporting year Internal Revenue Service Those not required to file

Detailed information on income-producing activities is also include religious organizations and organizations with

available beginning with 1989 data In addition to previ- gross receipts of less than $25000 The 96000

ously published Statistics of Income Bulletin articles this organizations include only those which were required to

section includes paper comparing the financial perfor- file information returns with the Internal Revenue

mance of nonprofit and for-profit hospitals This paper was Service Those not required to file include organiza

originally prepared as part of the iNDEPENDENT tions with gross receipts of less than $25000
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Nonprofit Charitable Organizations
1986 and 1987

By Cecelia Hilgert and Susan Mahler

The total revenue and total assets of organizations Figure A.--Selected Data for Nonprofit Charitable Organizations

exempt under Internal Revenue Code section 501c ReportIng Years 1985 1986 and 1987

except private foundations and religious organizations
are estimates based on samplesmoney amounts are in billions

increased for 1986 and 1987 Total revenue rose per

cent from 1985 to $2925 billion for 1986 and percent
Item 1985 1986 1987

from 1986 to $310.8 billion for 1987 The organizations

program activities provided more than two-thirds of total Number of returns 106.449 113072 122.018

Total assets $423.5 $489.2 $529.5

revenue $211.9 billion for 1987 while contributions gifts Total revenue 268.4 292.5 310.8

and grants provided 20 percent $61.7 billion These Contributions gifts and grants 55.8 60.1 61.7

Dues and assessments 3.8 3.7 4.2

proportions were approximately the same for 1986 Total Program serlce revenue 167.9 187.9 211.9

expenses were $263.5 billion for 1986 and $288.7 billion ToaJexpen

for 1987 For 1986 and 198784 percent of total expenses Fundraising serces 2.2 2.5 2.9

Management and general expenses... 34.6 38.2 42.6

were attributable to costs of conducting programs

BACKGROUND Organizations and Activities

Statistics of Income Studies Organizations that are tax-exempt under Code section

501c include for the most part those with purposes

The statistics presented in this article are based on data that are religious charitable educational or scientific

from Form 990 Return for Organization Exempt from Their activities are restricted in that they must be in fur-

Income Tax the annual information return filed by or- therance of one or more of these exempt purposes Ex

ganizations with annual gross receipts of more than amples of the types of organizations that meet this criteria

$25000 Figure The statistics do not include private are nonprofit universities and schools hospitals Girl

foundations because they are required to file separate Scout/Boy Scout programs United Way campaigns corn-

return form and they do not include religious organiza- munity performing-arts associations and environmental

tions because they are not required to file Form 990 support groups These organizations must serve the

public as opposed to private interests Under the Code

The Statistics of Income Division has conducted these organizations may not distribute net earnings to

studies on nonprofit charitable organizations exempt private shareholder or individual In addition these or-

under section 501c3 for reporting years 1975 1982 gaflizationS are restricted in their activities to influence

1983 and 1985 through 1987 Data for 1985 and earlier legislation and cannot participate in any political cam-

years and highlights of the 1986 data have been publish- paign on behalf of or in opposition to any candidate for

ed in the Compendium of Studies of Tax-Exempt Organiza- political office

tions 1974-87 and the Statistics of Income Bulletin

Some of the data discussed in this article are based on The Internal Revenue Code classifies nonprofit or-

previously unpublished statistical tabulations from the ganizations into 25 subsections some of which may

Statistics of Income Division receive tax-deductible donations under section 170

Foreign Special Projects Section Prepared under the direction of Michael Alexander Chief
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Nonprofit Charitable Organizations 1986 and 1987

Those organizations exempt under section 501 c3 in support of their tax-exempt purposes continued to

receive the largest part of tax-deductible donations and grow both as total amount and as percentage of total

are the largest providers of philanthropic goods and ser- revenue This revenue was $187.9 billion for 1986 64
vices percent of total revenue and $211.9 billion for 1987 68

percent of total revenue Program service revenue in-

FINANCIAL CHARACTERISTICS creased by 12 percent between 1985 and 1986 and by 13

percent between 1986 and 1987 Some examples of

The assets of the nonprofit charitable organizations program service revenue include tuition and fees at

increased from $423.5 billion for 1985 to $489.2 billion for educational institutions hospital patient care charges in-

1986 and to $529.5 billion for 1987 These increases were cluding Medicare-Medicaid payments admission fees

15 and percent respectively Most of the assets 85 collected by museums or community performing-arts

percent for 1986 and 1987 were owned by organizations groups YMCA/YWCA activity fees and payments

_withholdingsoL$iO million_oLmore_Figure B._The_ _ieceived fLin rancandcet1reinent cpye
organizations also received three-quarters of the total selected pension and annuity funds

revenue $226.4 billion for 1986 and $238.9 billion for

1987 Revenue and asset data for the largest 501 c3 As shown in Figure program service revenue corn

organizations are presented in Figures and respec- prised nearly three-quarters of the total revenue of or

tively ganizations with assets of $10 million or more While

program service revenue as source of funding is less

total of 113072 of the 376688 nonprofit charitable important to smaller organizations than contributions it

organizations recognized by the Internal Revenue Service has increased as percentage of total revenue over time

IRS filed returns for 1986 and 122018 of the 400394 This increase reflects in part the need for nonprofit

organizations recognized by the IRS filed returns for 1987 charitable organizations to raise additional funds through

The number of returns filed increased by 15 percent their own programs For both 1986 and 1987 program

from 1985 to 1986 and by percent from 1986 to 1987 service revenue represented 38 percent of total revenue

Over two-thirds of the returns for 1986 and 1987 were filed of organizations with assets of less than $1 million in

by organizations with assets of less than $500000 The contrast to 33 percent for 1985

number of returns filed by organizations in this asset-size

class increased by percent between 1986 and 1987 and Contributions gifts and grants increased to $61.7 bil

the numberof returnsfiled by organizationswith assetsof lion for 1987 from $60.1 billion for 1986 less than

$50 million or more increased by 11 percent from 1986 to 3-percent increase Figure The leveling-off in these

1987 Organizations in this asset-size class however revenues may be due to the 8-percent decline from 1986

filed less than percent of the total number of returns to 1987 in the portion of those contributions gifts grants

Detailed financial data are provided by asset-size class and bequests that were received directly from the public

in Table and by State in Table This may have resulted at least in part from changes in

the tax code as part of the Tax Reform Act of 1986 which

Revenue lowered marginal tax rates for corporations and in

dividuals and eliminated the charitable deduction for in-

Program service revenue which is generated through dividuals who do not itemize their deductions Direct

programs operated by nonprofit charitable organizations public support was 54 percent of total contributions for

Figure B.--Nonproflt Charitable Organizations by Asset Size Reporting Years 1986 and 1987

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

Number of returns Percent Total assets Percent

Asset size

1986 1987 1986 1987 1986 1987 1986 1987

Total 113.072 122.018 100.0 100.0 $489.180 8529.514 100.0 100.0

Under $100000 12/ 47.786 51.005 42.3 41.8 1596 1708 0.3 0.3

8100.000 under $500000 1/ 30363 33.051 26.9 27.1 7042 7.930 1.4 1.5

$500000 under $1000000 9925 10693 8.6 8.8 7020 7.576 1.4 1.4

$1000000 under 810000.000 19.285 21165 17.1 17.3 59045 65017 12.2 12.3

$10000000 under 850.000.000 4077 4.290 3.6 3.5 92.097 94685 18.8 17.9

$50000.000 or more 1.637 1.813 1.5 1.5 321579 352599 65.7 66.6

1/ Estimates should be used wIth caution because of the small number of sample returns on which they are based

2/Includes also returns with zero assets or assets not reported 37
Note Detail may not add to total due to rounding



Nonprofit Charitable Organizations 986 and 1987

Figure C--Top Ten Section 501 c3
Organizations Ranked by Total Revenue

Figure D--Top Ten Section 501 c3
Reporting Years 987 and 986

OrganizatIons Ranked by Total Assets
amounts are in millions of dollars

Reporting Years 987 and 1986

amounts are in millions of dollars

Total Total

Name Revenue Revenue Total Total

987 986 Name Assets Assets

1987 1986

Teachers Insurance

and Annuity Teachers Insurance
Association of and Annuity
America $8 30 $6 60

Association of

Kaiser Foundation
America $33210 $27887

Health Plan 4108 3875
College Retirement

New York City Health
Equities Fund 27913 30498

2359 2359
Harvard College 6213 6177

Howard Hughes

Karndation 2141 2034
Medical Institute 5188 5274

Common Fund
California Institute

for ft

of Technology 1294 1137
Organizations 4079 4127

1192 1134
Stanford University 3631 3341

Harvard College 1152 1608
Yale University 3434 3468

Massachusetts
Princeton University 2721 2436

Institute of
Shriner Hospital for

Technology 1115 1048
Crippled Children 2448 2133

Mercy
10 Kaiser Foundation

Corporation 1074 974 Hospitals 2371 2314

10 Stanford University 1070 1143

1986 and 49 percent of contributions for 1987 Figure $50000000 or more contributions represented only 13

However direct public support represented 42 percent of percent of total revenue

total contributions to organizations with assets of less than

$1 million for 1986 and 43 percent for 1987 up from 30 Government grants increased from $22.3 billion for

percent for 1985 1986 to $25.4 billion for 1987 which maintained the 1986

level as proportion of total revenue For both 1986 and

Contributions represented approximately the same 1987 these grants were percent of total revenue corn-

proportion 20 percent of total revenue for all organiza- pared to percent for 1985 Within the various asset-size

tions for both 1986 and 1987 Contributions represented classes Government grants were 24 percent of total

larger source of revenue for smaller organizations than revenue for small organizations with assets of less than

larger ones They accounted for one-halt of total revenue $1 million This was decline from 25 percent of the total

for organizations with assets of less than $1 million By for 1986 and 35 percent of the total for 1985 For organiza

contrast for organizations with assets between $10 mil- tions with assets of $10 million or more Government

lion and $50 million contributions represented 17 percent grants represented percent of total revenue for each of

38
of total revenue and for organizations with assets of the years -- 1985 1986 and 1987



Nonprofit Charitable Organizations 1986 and 1987

Components of Revenue by Asset Size 1987

Percentage

120

9% 8% 3.% 11% 10% 1% 11% 1%
100

_____ _____ ____ ____ _____

Under $100000 $1000000 $10000000 $50000000
$100000 under under under or more

$1000000 $10000000 $50000000

Program Service Revenue

Contributions

Estimates should be used with caution because of the small number of returns on which they are based

Includes also returns with zero assets or assets not reported

Figure F.--Contrlbutlons Received by Nonprofit Charttable Organlzauons by Asset Size Reporting Years 1988 and 1987

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

Contributions Contributions Contributions

Total contributions received through received through received through
Asset size direct support 1/ indirect support 2/ Government grants

198.6 1987 1986 1987 1986 1987 1986 1987

Total $60115 $61686 $32398 $29927 $5403 $6376 $22315 $25383
Under $100000 3.4/ 3481 3184 1508 1593 287 350 1666 1241

$100000 under $500000 3/ 4934 4822 2181 2043 441 461 2.312 2317

$500000 under $1000000 3868 4383 1422 1659 329 361 2.117 2.363

$1000.000 under $10.000000 13.935 16134 6.882 7142 1.274 1653 5779 7339

$10000.000 under $50000000 9758 10619 6832 6490 1025 1543 1.900 2587

$50000000 or more 24140 22544 13.573 11000 2046 2008 8521 9536

1/includes contributions gifts grams and bequests received directly from the public

2/includes contributions received Indirectly from the public through solicitation campaigns conducted by fundralsing agencies

3/ EstImates should be used with caution because of the small number of sample returns on which they are based

4/includes also returns with zero assets or assets not reported

Note Detail may not add to total because of rounding

Expenses supplies and travel totaled $263.5 billion for 1986 and

$288.7 billion for 1987 The expenses that were at-

Expenses of nonprofit charitable organizations includ- tributable to specific program activities represented 84

ing such items as salaries and wages pension plan con- percent of total expenses for both years For 1987 expen
tributions and other employee benefits interest rents ses related to program activities ranged from $19.0 billion



Nonprofit Charitable Organizations 1986 and 1987

representing 80 percent of total expenses for organiza- or more accounted for approximately 60 percent of these

tions with assets of less than $1 million to $187.3 billion totals for each year and those with assets between $10

representing85percentofthetotalexpensesoforganiza- million and $50 million accounted for an additional 20

tions with assets of more than $10 million Within these percent $18.5 billion and $19.2 billion respectively

program activities salaries and wages represented 30

percent of total expenses for both 1986 and 1987 totaling The balance sheet of tax-exempt section 501c
$79.9 billion and $88.6 billion respectively organization does not have an owners equity section

instead earnings accrue to net worth/fund balance The

Management and general expenses which support the net worth/fund balance total for nonprofit charitable or-

overall organization rather than specific programs were ganizations was $278.3 billion for 1986 and $297.7billion

$38.2 billion for 1986 and $42.6 billion for 1987 account- for 1987 representing nearly three-fifths of total assets

ing for 14 percent of total expenses for 1986 and 15

percent for 1987 Fundraising expenses and payments TYPES OF ORGANIZATIONS

to affiliates together comprised only percent of total

expenses Payments to affiliates are payments to or- Figures and display information on the types of

ganizations closely related to the reporting organization nonprofit charitable organizations that filed Form 990 for

such as support and dues payments by local chapters to 1987 This information is based on responses to ques
their State and national agencies tion on the return identifying the reason that an organiza

tion was not classified as private foundation

Organizations with assets of $10 million or more ac
counted for more than three-quarters of all expenses Figure shows that hospitals educational institutions

even though organizations with assets of less than and publicly-supported organizations were the major

$500000 filed 70 percent of the returns for both 1986 and categories of nonprofit charities in terms of selected

1987 Detailed data on expenses for 1987 are presented balance sheet and income statement items Publicly-sup-

in Table ported organizations are comprised of qualified organiza

tions that are operated for purposes that are beneficial to

Assets and Liabilities the public interest and that receive support from broad

cross-setion of the public Examples include the United

Assets increased to $489.2 billion for 1986 and to Way the YMCAs and YWCAs and the American Heart

$529.5 billion for 1987 representing yearly increases of Association Other examples include community cultural

15 percent and percent respectively Land buildings organizations such as the Portland Repertory Theater

and equipment represented the major asset holdings of and community foundations such as the Cleveland Foun

nonprofit charitable organizations These assets were dation Together the assets of these three types of

$157.6 billion for 1986 and $172.6 billion for 1987 repre- organizations totaled $402.0 billion for 1987 and their

senting one-third of total assets for each year These revenue $281.1 billion They represented 76 percent and

holdings grew annually by 10 percent from 1985 to 1987 90 percent respectively of the totals for all the nonprofit

For organizations with assets of $10000000 or more charitable organizations These percentages are up from

land buildings and equipment represented nearly one- 1986 when these three types of organizations had assets

third of total holdings for both years However for or- totaling $363.8 billion and revenues $254.7 billion 74

ganizations with assets of $50 million or more percent and 87 percent respectively of the totals for all

investments in securities were the largest single com- organizations

ponent $123.1 billion for 1987 These investments were

35 percent of the total assets of these organizations which Hospitals accounted for 46 percent of total revenue and

was less than the 37 percent that they had represented 30 percent of total assets but just5percentof thenumber

for 1986 For the smaller organizations -- those with as- of returns filed and percent of the contributions

sets of less than $500000 -- total assets rose by 12 received Most of their revenue was program service

percent largely from an increase in cash and savings revenue While publicly-supported organizations corn

Together these two assets represented 42 percent of prised 72 percent of the total returns they accounted for

total assets for both years only 27 percent of total revenue and 22 percent of asset

holdings Educational institutions accounted for only

Mortgages and other notes payable were the largest percent of returns but ranked second in terms of assets

single liability item totaling $85.7 billion for 1986 and $96.4 and contributions received with 24 and 22 percent

40
billion for 1987 Organizations with assets of $50 million respectively



Nonprofit Charitable Organizations 986 and 1987

Firiiirp

FiiaiData by Major Type of Nonprofit Charitable Organization 1987

__
Other

ScoIs

Hospitals
Public--

Number of Returns 122018 Assets $529 Bullion

Other Other

11% 9%

1i

Cs

Schools

Contributions Received $61 Bullion Revenues $310 Bullion

a. .-

//

46. ... AC ...

Figure FLSelected Balance Sheet and Income Statement Items by Type of Nonprofit Charitable Organization ReportIng Year 1987

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

Type of Total Total Total Program service Total

organization assets liabilities revenue revenue expenses

Total nonprofit charItable organizations $529514 $231.765 $310766 $211904 $288681

Church or religious-affiliated organIzation 1/ 4.425 2094 3186 2118 3003

Educational institution or school 125.659 24.260 55056 32811 48357

Hospital 159937 79877 141.960 129.543 136.336

Governmental unit 2154 728 1188 480 1.101

Hospital research organization 7250 783 1.350 544 1207

Organization supporting public college 6017 868 3001 865 2.373

Publicly-supported organization 116.407 49.308 84.041 34729 78.360

Organization supporting charitable organizatIons 107.386 73746 20716 10565 17684

OrganizatIon testing for public safety 194 29 163 159 149

Type not reported 86 73 106 89 111

1/ Churches are not required to file Form 990 Most of the organizations In this category either flied voluntarily or misreported their type of organization The

estimate Is therefore not Inclusive of the majority of religious organizations

Note Detail may not add to total because of rounding
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Nonprofit Charitable OrganizatIons 1986 and 1987

Figure I.--Contjibutlons Received by Major Type of Recipient Nonprofit Charttabie Organization Reporting Year 1987

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

Total contributions Direct support Indirect support Government grants

Major type of organization Percentage Percentage Percentage Percentage
Amount of Amount of Amount of Amount of

total total total total

Total nonprofit charitable organizations $61686 100.0 $29927 100.0 $6376 100.0 $25383 100.0

Educational institution or school 13530 21.9 6.259 20.9 805 12.6 6.466 25.5

HospItal 3792 6.1 2278 7.6 337 5.3 1177 4.6

Publicly-supported organization 37414 60.7 17070 57.0 4038 63.3 16306 64.2

Organization supporting charitable organizations 3494 5.7 2443 8.2 745 11.7 305 1.2

The largest asset holdings for these three major types 1986 It reported assets of $5.2 billion for both 1986 and

of organizations were in the formof land buildings and 1987 with revenues of $269 million for 1986 and $212

equipment representing 40 percent of the total asset million for 1987

holdings for these groups For hospitals these assets

represented 46 percent of total assets for educational SUMMARY
institutions 40 percent and for publicly-supported or

ganizations 33 percent In contrast another category of For 1986 and 1987 nonprofit charitable organizations

nonprofit charitable organization identified on Form 990 -- continued to report growth in their financial statistics

one that supports other charitable organizations -- held Revenue increased to $310.8 billion for 1987 up from

59 percent of total assets in investment securities and only $292.5 billion for 1986 gain of percent assets were

percent in land buildings and equipment Among the $529.5 billion for 1987 up from $489.2 billion for 1986 an

largest of these organizations are the Common Fund for increase of percent Hospitals as group led all other

Nonprofit Organizations the Teachers Insurance and An- types of organizations in both revenues and assets The

nuity Association and the American Cancer Society In- number of returns filed by nonprofit charitable organiza

vestment securities for this group were slightly smaller tions was 122018 for 1987 and 113072 for 1986 up from

proportion of assets than for 1986 64 percent possibly 106449 for 1985

as result of the stock market decline in October 1987

Program service revenue -- the fees received for the

Program service revenue represented an increasing programs conducted in support of the purposes for which

share of total revenue for all organizations For hospitals the tax exemptions were granted was $187.9 billion for

it represented mainly charges to patients and comprised 1986 and $211.9 billion for 1987 representing 64 percent

91 percent of hospital revenue for both 1986 and 1987 of total revenue for 1986 and 68 percent for 1987 Con-

For educational institutions it comprised 61 percent of tributions remained relatively steady for the years $60.1

total revenue for 1986 and 60 percent for 1987 an in- billion for 1986 and $61.7 billion for 1987 This source of

crease from 55 percent for 1985 For publicly-supported revenue accounted for one-half of the revenue for or

organizations program service revenue represented 41 ganizations with asset holdings of less than $1 million and

percent of total revenue for both 1986 and 1987 up from smaller share for the larger organizations Expenses
36 percent for 1985 For this latter group contributions were $263.5 billion for 1986 and $288.7 billion for 1987 of

showed decline as proportion of total revenue from which 84 percent was in support of the organizations

one-halt of total revenue for 1985 to 44 percent for 1986 program services

and 45 percent for 1987 Despite this publicly-supported

organizations received three-fifths of total contributions

Government grants to these organizations after dropping

by 15 percent from 1985 to 1986 rose from $14.2 billion DATA SOURCES AND UMITATIONS
for 1986 to $16.3 billion for 1987

The statistics in this article are based on samples of

Another category of nonprofit charitable organizations Form 990 Return of Organization Exempt from Income

those engaged in medical research reported assets Tax filed by organizations classified under Internal

of $1.6 billion for 1985 $6.8 billion for 1986 and $7.3 billion Revenue Code section 501c for 1986 and 1987 The

for 1987 The large increase from 1985 to 1986 was due samples included only those organizations with receipts

to the inclusion of the Howard Hughes Medical Institute in excess of $25000 the filing threshold The samples

42
whose nonprofit status was not affirmed by the IRS until did not include private foundations which were required
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to file separate return form The 1986 sample included 1985 data see Hilgert Cecella and Mahier Susan

8731 returns while the 1967 sampie included 10756 Charitable Organizations 1985
returns The returns in the samples were unaudited Statistics of Income Bulletin FaU 1989 Volume

Number pp 53-65

The samples were stratified by the size of assets of the

organizations For both samples all returns of organiza- The total number of tax-exempt organizations in

tions with assets of $50 million or more were selected For cluding those not required to file Form 990 was

1986 26 percent of the returns of organizations with
obtained from the Internal Revenue Service Exempt

assets of between $10 million and $50 million were in the Organizations Business Master File Monthly Ex

sample while for 1987 96 percent of the returns of this
empt Organizations Statistical Summary un
published

asset-size were included Lower sampling rates were

used in the smaller asset classes
-- -- In Table data for Puerto Rico are included in

Foreign
NOTES AND REFERENCES

See Meckstroth Alicia and Riley Margaret Private
Data for previous years were published in the Corn-

Foundation Returns 1986 and 987 Statistics of

pendium of Studies of Tax-Exempt Organizations Income Bulletin Spring 1991 Volume 10 Number
1974-87 Internal Revenue Service Statistics of In

come U.S Government Printing Office Washington Community foundations are organizations with

1991 For selected financial data for 1986 see Hil- broad based public support that file Forms 990 as

gert Cecella Nonpiouut uu rganizations opposed to private foundations which have nar

Highlights of Tax Year 1986 Data pp 167-8 For rower source of funding and file Forms 990-PF
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Nonprofit Charitable Organizations 1987

Table .Retums of Tax-Exempt Section 501 c3 Organizations Selected Income and Balance Sheet Items by Size of Total Assets

figures are estimates based on samplesmoney amounts are in thousands of doilarsj

____________ ____________
Size of total assets

____________ _____________
Item Total $100000 $500000 $1000000 $10000000 $50000000

Under under under under Under or

_________________________________________ ____________
$100000 23/ 55000003/ 51000000 $10000000 550000.000 more

Numb.rofSOlcX3I.turnal/ 122018 61005 33051 10693 21165 4290 1813

Total assets 529514044 1707652 7929741 7575773 65016826 94685309 352598743

Cash non-interest bearing

Numberof returns 98.131 40984 26691 8567 17162 3381 1346

Amount 11432250 403581 704861 528525 2414673 1838060 5542550

Savings and
temporary

cash investments

Numberof returns 84236 29402 25907 7982 16297 3281 1367

Amount 44378892 663367 2275748 1466582 8805188 8773052 22394954

Accounts receivable net
Numberof returns 51.205 11563 14178 5794 14369 3.620 1681

Amount 37662887 99020 545473 508218 3886081 7983791 24640302

Pledges
receivable net

Number of returns 6617 605 1.377 793 2733 770 339

Amount 4893839 5645 44285 116155 1523057 1591418 1613278

Grants receivable

Numberot returns 9643 2643 2698 1382 2.126 483 311

Amount 2644.755 44142 103888 173517 796004 565472 96L732

Receivables due from officers directors trustees end

key employees
Numberof returns 2.763 991 771 134 543 195 128

Amount 299902 4014 11766 9487 67158 56649 150828

Other notes and loans receivable net
Numberof returns 13341 1432 2656 1570 4810 1885 989

Amount 13479040 4800 172374 148024 1571921 2476389 9105531

Inventories for sale or use

Number of returns 24698 4845 6442 2585 6767 2640 1419

Amount 4034131 38391 135264 103220 646802 964695 2145759

Prepaid expenses and deferred charges
Numberof returns 43908 8534 12361 4947 13179 3333 1553

Amount 4788006 19716 98328 74076 610343 1042589 2942955

Investments-securIties

Numberof returns 22890 1541 5354 3255 8799 2693 1246

Amount 155173185 18118 702258 996174 10570017 19833558 123053061

Investmentsland buildings end equipment minus

accumulated depreciation

Number of returns 11.782 3.420 3.372 1235 2560 795 400

Amount 8757577 41449 366831 298801 1733544 2009708 4307246

lnvestmentsothec

Number of returns 9026 771 1720 1088 3265 1345 836

Amount 39063780 24403 132097 264101 2234935 4062797 32345447

Land buildings end equipment minus accumulated

depreciation

Number of returns 73342 20.275 22658 7862 17065 3802 1679

Amount 172580687 315.169 2447484 2654297 27291946 37836974 102034816

Other assets

Numberof returns 42166 9966 10626 4745 12024 3256 1549

Amount 30326100 25832 189079 234595 2865155 5650156 21360284

Total liabilIties end fund baIanc.lnet worth

Numberof returns 121576 50564 33051 10693 21165 4290 1813

Amount 529514042 1707653 7929739 7575773 65016824 94685309 352598743

Total liabilitiss 231764942 583417 2224906 2345514 26552348 35824675 194234083

Accounts payable

Numberof returns 73194 21603 20345 7713 17804 3968 1761

Amount 31411.479 235381 662754 566338 4097438 6447080 19402487

Grants payable

Numberof returns 4.752 991 1542 659 1104 326 131

Amount 2909470 22186 55603 88154 564217 766887 1412422

Support end revenue designated for future periods

Numberof returns 13941 2368 3799 2000 4469 965 341

Amount 7620942 38445 150017 256359 2184264 2388886 2602972

Loans from officers directors trustees end key

employees

Numberof returns 4426 2588 1156 174 445 53 10

Amount 503704 31687 41300 14905 140790 62233 212789

Mortgages end other notes payable

Numberof returns 38275 7158 10724 4597 11573 2808 1415

Amount 96353323 165571 1008053 1054120 15455897 19176002 59493680

Other liabilities

Numberof returns 38809 9201 9884 3732 11413 2929 1451

Amount 92966023 90145 307179 365838 4109740 6983587 81109733

Total fund bslanceh.t worth

Numberoirsturns.. 121142 50234 33038 10680 21098 4282 1810

Amount 297749097 1124236 5704832 5230259 38484478 58860834 188364660

Total r.v.nu

Numberof returns ... 122018 51005 33051 10693 21166 4290 1813

Amount 310765938 5976224 10886717 8140602 46826579 60964830 177970984

Total contflbutlons received

Numberof returns 101149 42739 27.353 8908 17022 3548 1580

Amount 61686060 3184081 4.821.812 4383492 16133741 10619400 22543534

Contributions received from direct public support

Numberof returns 91.739 38.431 25.150 8157 15290 3285 1425

Amount 29927466 1593144 2043189 1659229 7141694 6489839 11000392

Contributions receIved from indirect public support

Number of returns 24.470 9209 6788 2606 4710 751 406

Amount 6375.864 350308 481241 361143 1652751 1.542916 2007505

Footnotes at end of table
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Nonprofit Charitable Organizations 1987

Table .Returns of Tax-Exempt Section 501 cX3 Organizations Selected Income and Balance Sheet Items by Size of Total Assets

Continued

figures are soflmatas baasd on asmptaarnoncy anounts are in th ssd of dofisrsJ

Size of total assets
______________

Item Total $100000 $500000 $1000000 $10000000 $50000000

Under under under under under or

__________
$100000 23/ $6000003/ $1000000 $10000000 $60000000 more

Total r.v.nu contInued

Government grants

Numberof returns 35476 14274 9814 3444 5898 1294 751

Amount 25382730 1240629 2317402 2363121 7339296 2586645 9535638

Program service revenue

Numberof returns 70659 26228 18459 6518 14389 3484 1600

Amount 211903775 1962164 4802988 2857242 24553126 43728612 133999.644

Memberslilp dues and assessments

Numberof returns 32492 16573 9153 2.417 3.769 436 144

Amount 4187301 293402 316707 188069 1229513 699996 1459614

Interest on savings and temporary cash Investments

Number of returns 96769 37936 27767 9083 17282 3295 1406

Amount 4570969 50367 158907 125.452 849204 949113 2437926

DMdenssidinterestfràmsecurltlà

Number of returns 22635 3083 5960 2927 7423 2204 1038

Amount 9512714 4775 60743 77034 769435 1258730 7341997

Net rental Income loss

Numberot returns 16273 2918 3910 1.993 5378 1364 710

Amount 772173 18274 41652 28.471 283808 136164 263804

Gross rents

Number of returns 16497 3029 4020 1.993 5378 1368 708

Amount 1736713 39039 79110 54116 841.788 297320 825340

Rental expenses
Numberof returns 6639 1.101 1488 611 2364 658 416

Amount 964541 20764 37459 25.648 357980 161156 381536

Other Investment income loss
Number of returns 3653 220 771 443 1415 489 315

Amount 2108333 366 10503 5945 101181 143639 1846700

Total gain loss from sales of assets

Numberof returns 19954 1762 4859 2619 7236 2283 1195

Amount 9995162 9502 28741 96641 588935 756615 8514727

Gain loss sales 01 securIties

Number of returns 11874 605 2546 1625 4809 1.585 723

Amount 8859690 5927 29821 39486 378046 576159 7830450

Gross amount from sales

Numberof returns 11744 661 2533 1612 4738 1511 689

Amount 127949216 39070 203080 306807 3899885 7449831 116050543

Cost or other basis and sales expenses

Numbarof returns 10855 605 2271 1558 4439 1378 604

Amount 119089525 33143 173458 267320 3521839 6873.671 108220093

Gain loss sales of other assets

Numberof returns 10240 1157 2643 1209 3334 1152 747

Amount 1135472 3575 -880 57155 210889 180456 684277

Gross amount from sales of other assets

Number of returns 9022 1102 2423 1034 2802 1002 660

Amount 2730382 5241 130302 108892 445962 540573 1499412

Coat or other basis and sales expenses

Numberot returns 6913 605 1597 848 2.425 864 575

Amount 1594910 1666 131182 51737 235.073 360117 815138

Net Income loss fundraising

Numberof returns 27900 15032 7502 1895 2987 363 122

Amount 1122151 210963 241735 125170 341810 134988 67485

Gross revenue

Numberol returns 28315 15142 7612 1962 3086 381 133

Amount 2569399 530774 423869 253518 619091 233011 509135

Direct expenses

Numberot returns 24066 13104 6400 1693 2416 330 122

Amount 1447248 319810 182134 128348 277281 98023 441650

Gross profit loss sales of inventory

Numberofreturns 18092 7213 5079 1666 3080 679 375

Amount 4651694 135121 212746 91748 868061 991730 2352288

Gross sales minus returns and allowances

Numberof returns 18304 7323 5189 1680 3059 678 375

Amount 8364847 289279 426412 279526 1630.881 1869873 3868876

Cost of goods sold

Number of returns 14996 6002 3923 1438 2663 620 350

Amount 3713151 154157 213665 187779 762820 878143 1516588

Other revenue

Number of returns 50617 16408 13255 5040 11.847 2904 1363

Amount 255592 107201 190179 161339 1107763 1545843 -2856734

Total expenses

Numberotretums 121042 50620 32886 10559 20895 4271 1810

Amount 288681058 5883130 10322996 7830056 44040182 56925454 163879240

Program services

Number of returns 112333 46985 30105 9940 19439 4098 1765

Amount 242187728 4512061 8283334 6188346 35875847 46722979 140605161

Management and general

Numberot returns 97599 38452 26361 9231 18288 3698 1569

Amount 42629142 1174805 1792717 1192483 7277974 9242173 21948991

Fundraislng

Number of returns 32962 12609 8259 3275 6.509 1601 709

Amount 2877750 159954 229200 163868 690221 662767 971.739

Payments to affiliates

Numberof returns 4659 1872 1170 590 779 160 88

Amount 921995 36306 17744 85358 196139 297535 288914

1/ Excludes Private Foundations

2/Includes zero assets or not reported

3/ Estimates In this column should be used with caution because of the small number of sample returns on whIch they are based

NOTE Detail may not add to total due to rounding



Nonprofit Charitable OrganizatIons 1987

Table 2.--Retums of Tax-Exempt Section 501cX3 Organizations Selected Income and Balance Sheet Items by State

figures are estimates based on samplesmoney amounts are In thousands of dollars

Selected sources of revenue

State Number of Total Total contributions received DIrect publIc support Indirect publIc support Government grants

returns revenue

Number of Number of Number of Number of

returns Amount returns Amount returns Amount returns Amount

10

United States total 1/ 122.010 310.765.938 101.149 61.686.060 91.739 29.927.486 24.470 6.375.664 35476 25.382.730

Alabama 1.763 2556.776 1560 598.756 1346 275825 381 65185 514 257.745

Alaska 203 256236 145 166087 136 39794 2.167 139 124126

ArIzona 1.511 3084984 1258 424233 1024 205067 325 63110 312 156.056

Arkansas 509 1313654 432 368030 370 157465 51 18991 220 191573

California 14.727 35.197.455 12.516 6749042 11388 3.389957 2449 538531 2.854 2820.555

Colorado 1610 3608813 1522 693177 1472 397743 471 41820 304 253615

Connecticut 2297 6.412.415 2.039 986738 1954 454223 523 56485 571 476.030

Delaware 219 1116577 208 145379 208 58762 106 17850 146 68.767

District of Columbia 1.693 6665049 1.526 2595414 1494 1160458 274 79692 436 1355.264

Florida 4.960 10670857 4031 2135.632 3797 1.067.324 666 188338 1192 879970

Georgia 2.181 5.283.595 1.839 1571077 1755 909948 383 292.966 430 368.163

Hawaii 599 1271983 541 312629 537 76630 248 65.963 366 170.036

Idaho 316 401.037 295 121684 239 81608 22 1.033 99 39043

Illinois 4951 16421105 4.324 3085146 3948 1.412.337 999 394.552 1899 1278257
Indiana 2829 6654586 2460 956.525 2221 616307 634 62215 858 278.003

Iowa 1586 2364323 1444 359664 1332 237666 342 37.835 470 84163

Kansas 1668 2.217266 1310 307214 1233 171967 295 39261 470 95986

Kentucky 1.358 2529100 1163 488.540 1.033 231.261 425 38.495 745 218784

LouIsiana 1077 2310678 845 332165 644 161859 248 15051 296 155.255

Maine 755 1503568 630 207.767 617 101531 145 16586 227 69650

Maryland 2532 5296422 1813 787864 1661 460.011 530 107.365 568 220487

Massachusetts 5111 16.353283 3857 4058505 3542 1621072 663 235.948 953 2201485
Michigan 3012 11210842 2528 1534504 2295 810134 779 146811 999 577559

MInnesota 3042 5382220 2505 932096 2.327 562025 466 95887 683 274184

MIssissippI 743 1463220 657 177238 392 79756 250 16795 351 80688

Missouri 2488 6908072 2.192 904218 2071 428179 608 139995 619 336044

Montana 765 890286 613 209519 558 74783 28 17.787 234 116949

Nebraska 667 1524833 639 250668 626 199125 148 17187 159 34.356

Nevada 413 376728 303 77651 295 65794 27 2742 28 9116
New Hampshire 823 1342694 493 180831 478 100530 313 8898 269 71403

New Jersey 2960 8660425 2.421 1304403 2186 524365 771 129649 1026 650389

New Mexico 806 955907 657 115209 598 34566 226 8113 183 72.531

New York 10280 44258814 8648 10612661 7.844 5044254 1.822 1552.995 4597 4015412
North Carolina 3540 5853297 2986 1332810 2.701 700705 948 95.296 1595 536808

North Dakota 407 1001264 364 155309 336 31263 146 2550 131 121497

Ohio 6717 13871711 5357 2596547 4.676 1152745 1719 203.384 2312 1240418
Oklahoma 1.018 2184015 912 375038 842 275667 197 19305 221 80065

Oregon 1766 1981098 1536 283109 1424 164056 305 19.003 338 100.050

Pennsylvania 6730 23093130 5442 3218760 4783 1354102 1396 289139 2150 1575520
Rhode island 800 2131267 567 446113 460 241746 94 100414 227 103953

South Carolina 1075 1746576 867 227206 735 130630 237 32609 293 63966

South Dakota 415 1073832 391 95653 323 41682 42 1168 134 52783

Tennessee 2520 4803326 1.933 1033988 1730 571016 391 114.265 795 348706

Texas 6426 12063597 5063 2547717 4599 1.526413 1248 329240 1338 692064

Utah 304 1388921 231 272236 230 20834 70 175057 76 76345

Vermont 430 809087 382 98314 270 44625 71 987 154 52703

Virginia 2.933 7312060 2394 1.956645 2215 1231719 273 362591 771 362336

Washington 2649 4450956 1963 585766 1.828 245729 517 29590 661 310447

West Virginia 848 1647738 802 193760 642 119815 175 7675 395 66269
Wisconsin 2393 4568682 2076 507080 1896 343028 844 59948 493 104104

Wyoming 311 164648 235 60460 235 12.245 82 997 82 47219

Foreign 2/ 264 4126927 232 1.949281 191 507120 91 16328 72 1425832

Footnotes at end of table
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Nonprofit Charitable Organizations 1987

Table 2.--Retums of Tax-Exempt Section 501cX3 Organizations Selected Income and Balance Sheet Items by State--Continued

figures are estimates based on samplesmoney amounts are In thousands of dollars

Selected sources of revenuecontinued Selected expenses

State Program service revenue Membership dues and Total Program service Fundraising

assessments expenses

Number of Number of Number of Number of

returns Amount returns Amount returns Amount returns Amount

11 12 13 14 15 16 17 18 19

United States total 1/ 70.659 211.903775 32.492 4.187301 288681.058 112.333 242.187.728 32.962 2.877.750

Alabama 813 1.629.560 413 25345 2.428281 1.673 2.056211 363 16.784

Alaska 120 66295 74 4230 249519 202 201220 69 2.986

Arizona 942 2.491.627 413 17486 3.019.170 1368 2.619.651 453 21994
Arkansas 249 841.511 5.656 1.215.675 498 966.651 112 25707
California 7.746 25196014 4479 615.811 33296432 13344 28544.453 4.332 343450

Cioriio 997 2585248 326 77459 3351474- 1568 2778797 477 50099--
ConnectIcut 1326 4102.991 761 168946 5.640558 2.259 4.721531 623 56.624

Delaware 106 686183 97 27589 993765 219 790650 20 6.019

DistrIct of Columbia 999 2824.762 653 579564 6185216 1.633 5.308.013 601 87.515

FlorIda 2887 7206637 1590 70303 9.672.079 4.330 8.216033 1051 94.495

Georgia 925 2.977.394 474 136.624 4.770.790 2028 3.955.507 491 79.215

Hawaii 370 576.015 244 6528 953990 579 748610 322 7833
Idaho 98 246.074 110 1.517 339422 235 254545 33 1426
Illinois 2685 11.580418 1143 179669 15417.490 4.654 13062753 1655 250.785

IndIana 1691 4956.866 914 84363 6023.620 2.622 5013.476 805 49311

Iowa 910 1.727525 408 23510 2175.765 1567 1709.853 460 28330
Kansas 653 1638414 697 42244 2070653 1447 1.727786 509 12960
Kentucky 775 1809789 425 11.576 2356608 1085 2049.822 308 19866

LouIsiana 391 1591396 126 54558 2183694 951 1682507 212 8.820

Maine 543 1.160785 137 4210 1401865 630 1137172 77 7607

Maryland 1.720 3853.927 696 72722 4956487 2.368 3968770 795 42323
Massachusetts 3.176 10.253147 1137 100.954 15330663 4787 12753680 1421 140442

MIchigan 1906 8.682337 672 259.501 10.642778 2829 8.409132 903 68.228

Minnesota 2089 3884423 641 28257 4916714 2848 4281768 883 48798
MississIppI 517 1125509 205 5704 1359931 729 1214345 157 4.624

Missouri 1.536 5367190 605 33.011 6316.233 2194 5430246 600 34.156

Montana 430 605187 125 6555 863.082 738 746540 124 6.831

Nebraska 230 992996 224 84866 1318078 613 1079303 194 36453

Nevada 122 247452 56 19 328.830 413 235.067 95 3.819

New Hampshire 748 943975 164 17836 1.187.593 823 953.241 175 11555

New Jersey 1716 6165514 876 76226 8031.452 2.689 6444.284 1076 75640
New Mexico 583 755958 227 1581 924042 792 761044 139 697

New York 6.137 27450.217 3356 290067 41985054 9536 36610647 3.767 494401

North Carolina 1853 3937.463 704 31.054 5254.451 3271 4568198 865 32.219

North Dakota 259 784778 152 792 946096 393 809544 72 7302

Ohio 4222 9801637 1792 110.970 12.839.037 6010 9.831565 1442 101847

Oklahoma 566 1526729 155 19265 2.029934 890 1.611736 295 12540
Oregon 1209 1.541.774 536 11182 1854248 1703 1529799 481 16.302

Pennsylvania 4451 17685011 1829 155874 21519805 6106 18280844 1459 139113

Rhode Island 543 1359181 194 86266 1945483 786 1.671632 159 15638

South Carolina 519 1318435 459 27541 1561.263 868 1217.576 228 9.048

South Dakota 312 910069 88 3000 1007812 401 869076 31 1111

Tennessee 1311 3284297 456 7789 4402716 2202 3.639591 824 52.034

Texas 2856 7737877 1313 96699 10971339 5933 9.141525 1503 138.136

Utah 165 996260 179 3.604 1.273472 304 1192614 23 1954

Vermont 421 653480 138 9620 773652 413 638497 146 6624

Virginia 1653 4.309588 688 239.977 6682785 2783 5.480.300 822 115272

Washington 1760 3600.386 514 20308 4211.613 2.524 3328.651 423 29101

West Virginia 577 1.287.698 150 6643 1591.091 682 1391376 126 7996
Wisconsin 1349 3.555029 409 94158 4230675 2255 3521.533 605 30.990

Wyoming 153 69374 13 2.122 140134 298 109.220 98 2668

Foreign 2/
143 1.301372 45 145.951 3.538.247 257 2921145 57 17.862

Footnotes at end of table
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Nonprofit Charitable Organizations 1987

Table 2.--Retums of Tax-Exempt Section 501cX3 Organizations Selected Income and Balance Sheet Items by State--Continued

figures are estimates based on samplesmoney amounts are In thousands of dollars

InformatIon items

State Total assets Total liabIlities and fund balance/net worth

Total

liabilities

Number of Number of

returns Amount returns Amount

20 21 22 23 24

United States total 1/ 121.576 529.514.044 231.764.942 121576 529514042

Alabama 1.763 4044019 1839.569 1763 4044019
Alaska 203 496.510 195.319 203 496510
Arizona 1.456 4.025.693 2.605.989 1456 4025693
Arkansas 509 2.001093 773236 509 2.001093

California 14561 44030955 19504744 14561 44.030954

Colorado 1.610 5.353.871 2053.895 1.610 5353871
Connecticut 2297 14991140 3263598 2297 14991140
Delaware 219 2.865696 1121474 219 2865696
DIstrict of Columbia 1693 8718108 2951952 1.693 8.718108

Florida 4960 17704377 7345740 4960 17704377

Georgia 2.181 8245341 2.469746 2.181 8245341
Hawaii 599 2.394.779 536857 599 2394779
Idaho 316 707.512 223543 316 707.512

Illinois 4.896 24.493.737 8631917 4896 24493.737

Indiana 2.829 10.222.371 3566988 2829 10.222.371

Iowa 1.586 3906.072 1528989 1586 3906072
Kansas 1688 3757.438 1485129 1688 3757.438

Kentucky 1358 4286710 1936171 1358 4286710
Louisiana 1077 4.280.924 1.899145 1077 4.280924

Maine 755 2233020 881.253 755 2.233020

Maryland 2.532 11851.787 2761594 2532 11851.787

Massachusetts 5056 29978016 9.738.260 5056 29978016

MichIgan 3.012 14.531.816 6004.401 3.012 14531816
Minnesota 3.042 7960620 3054.316 3042 7960620
Mississippi 743 2.224262 848.396 743 2224260

Missouri 2488 10540.923 3471.158 2488 10540923
Montana 765 1114325 537399 765 1.114.325

Nebraska 667 3766092 1.644.694 667 3766092
Nevada 413 629700 259.428 413 629700
New Hampshire 823 2828164 773.454 823 2828.164

New Jersey 2.960 13229118 5.395023 2.960 13229118
New Mexico 806 1386083 600.013 806 1386083
New York 10280 112653.652 79.990.909 10.280 112653651
North Carolina 3540 9765.417 2489193 3540 9765419
North Dakota 407 1.182.918 593213 407 1.182918

Ohio 6.717 20583792 7.263907 6.717 20583792
Oklahoma 1.018 4585161 1256911 1018 4.585161

Oregon 1.766 2976598 1.123570 1766 2.976598

Pennsylvania 6.675 32.060292 12.410.696 6675 32060292
Rhode Island 800 2985140 859.459 800 2985140

South Carolina 1075 3072198 1.039.833 1075 3.072198

South Dakota 415 1850101 1087508 415 1850101
Tennessee 2520 7.560719 2450598 2.520 7560719
Texas 6426 22613427 8988262 6426 22613.427

Utah 304 1835116 612053 304 1835116

Vermont 430 1266.351 433451 430 1.266351

Virginia 2.878 11348044 3504.322 2.878 11.348044

Washington 2.649 5979216 2571.529 2649 5979216
West Virginia 848 2.181.699 914.674 848 2181699
Wisconsin 2.393 7.328.501 2632434 2.393 7328501

Wyoming 311 331279 111591 311 331279

Foreign 2/ 264 8554151 1527439 264 8554151

1/ Excludes Private Foundations

2/Includes entities organized outside the United States that have received tax-exempt recognition under Internal Revenue Code section 501c3 and that conduct part

of their activItIes In the United States Also Includes entitles organized In Puerto Rico

NOTE Detail may not add to total because of rounding
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Nonprofit Charitable OrganizatIons 1987

Table 3.--Retums of Tax-Exempt Section 501 cX3 Organizations Functional Expenditures by Size of Total Contributions Received

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

Size of total contributions received

Item Total Contributions $1 $25000 $100000 $500000 $1000000 $10000000

zero or under under under under under or

unreported $25.000 $100000 $500000 $1000000 $10000000 more

Number of 501c3 returns 1/ 122018 20869 28471 29975 V.264 6843 7.928 668

Total functIonal expenditures

Number of returns 120862 20117 28376 29727 27223 6629 7924 666

Amount 87759O51 37822967 26886285 23442311 51614348 22378023 68712459 56902658

Total grants and allocations

Number of returns 28099 4733 6742 5977 5759 1.818 2.688 382

Amount 13.994150 939964 388935 318220 865380 697762 4381.048 6402842

Total specific assistance to indMduals

Number of returns 9490 628 1.762 2049 3238 737 1025 51

Amount 9.606.642 163.721 7.922.797 34994 142775 60882 786066 495407

Totalbenefltspaidtoorforrnernbers
-- --

Number of returns 2277 655 537 531 426 39 77 12

Amount 986290 403398 206036 43.627 79722 52002 58491 142.814

Total compensation of officers and directors

Number of returns 33536 5374 5448 8045 8.840 2301 3.250 377

Amount 3249540 556.638 325136 279.103 786.753 273.828 798683 229198

Total other salaries and wages
Number of returns 82272 10.890 15.397 19.815 22068 6.148 7341 613

Amount 104390.802 10801527 7.092.620 9052382 20183650 9258757 26786894 21214971

Total pension plan contributions

Number of returns 18.827 2617 1.878 3.278 5545 1782 3329 398

Amount 2824671 309107 135.695 148359 364597 168798 685.667 1012448

Total other employee benefits

Number of returns 50877 5584 7245 11102 15413 4969 6.060 504

Amount 9874052 1.092.023 616447 816.320 1872786 813.762 2479757 2182.958

Total payroll taxes

Number of returns 71072 9.621 12832 17460 19533 5.195 5949 482

Amount 6674489 652009 507918 592.575 1.342.768 620.431 1688.995 1269794

Total professional fundralsing fees

Number of returns 4861 133 651 1.204 1.376 529 880 88

Amount 154830 2158 2686 8604 26.130 39.225 61452 14.575

Total accounting fees

Number of returns 68939 11713 14355 15.114 17553 4.523 5.242 439

Amount 651.079 88813 64829 67.716 140.171 65.286 166773 57492

Total legal fees

Number of returns 29116 5538 5248 5.070 7090 2.227 3.547 395

Amount 738.492 107352 57039 55209 159279 47479 206849 105284

Total supplies

Number of returns 96491 13.598 22160 24277 23.037 5876 6.985 558

Amount 23.296.785 2596.486 1.818.311 2.339802 5118967 2.181.897 5.556.599 3.686.724

Total telephone

Number of returns 86600 11809 17858 22.336 21.857 5.623 6595 523

Amount 1784.504 177082 119936 131063 303578 139683 471538 441624

Total postage and shipping

Number of returns 73.806 8.746 16658 19.220 18.316 4.846 5.542 478

Amount 1394.423 116.568 67901 70.999 148607 140477 351390 498481

Total occupancy

Number of returns 76.619 9860 15.728 18672 19801 5.569 6462 527

Amount 7.666231 865016 578.224 597.781 1358254 651.317 2142342 1473.297

Total equipment rental and maintenance

Number of returns 60.603 8074 11764 13801 15.975 4.844 5627 518

Amount 3677675 427.835 265241 303144 729597 301777 966466 683.615

Total printing and publications

Number of returns 66.856 7.785 14607 17145 16888 4.491 5445 493

Amount 2.212.526 215.794 124.219 149962 280874 323940 593954 523.784

Total travel

Number of returns 68649 7583 11.665 18.140 18667 5473 6.601 521

Amount 2.226726 209072 109877 126350 275.213 150667 689.973 665573

Total conferences conventions and meetings

Number of returns 50306 6444 11.159 12.185 12675 3.422 4073 348

Amount 825.216 96329 83.038 79.431 143677 61.999 218.023 142720

Total Interest

Number of returns 39934 6.640 7136 8364 10.330 3193 3935 337

Amount 6607717 1585759 549091 615566 1.341039 576.152 1.183981 756129

Total deprecIation and depletion

Number of returns 65035 9.718 12204 14426 17.876 4830 5543 438

Amount 9845757 1403654 881414 1079.420 2383812 951866 2170587 975003

Total other expenses
Number of returns 117.828 19381 27.471 28887 26.756 6798 7875 660

Amount 75074.403 15.012.454 4968882 6.531.468 13.566.710 4800.035 16266931 13927.924

1/ Excludes Private Foundations

NOTE DetaIl may not add to total due to rounding
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Charities and Other Tax-Exempt Organizations

1988
by Cecelia Hilgert and Paul Arnsberger

thiIIftJ
he total revenue of charitable organizations that

are tax-exempt under Internal Revenue Code
Selected Data for Nonprofit Charitable

section 501 c3 excluding pnvate foundations
Organizations Reporting Years 1986-1988

and religious organizations increased to $354.6 billion for amounts are in billions of dollars

1988 14-percent increase from 1987 Program Item 1986 1987 1988

activities provided more than two-thirds of total revenue

$239.3 billion while contributions gifts and grants
Number of returns 113072 122018 124232

provided about one-fifth $69.1 billion Total expenses
Total assets $489.2 $529.5 $583.6

rose by 15 percent to $330.8 billion for 1988 85 percent
Total revenue 292.5 310.8 354.6

Program service revenue 187.9 211.9 239.3

of these expenses were attributable to costs of conducting Contributions gifts and grants 60.1 61.7 69.1

programs see Figure Additional data are presented in Dues and assessments 3.7 4.2 4.0

Other 40.7 33.0 42.3
this article for orgamzations that are tax-exempt under

Code sections 501c4 through

Fundraising services 2.5 2.9 3.2

Management and general

Organizations Exempt Under Code SeCtion expenses 38.2 42.6 45.2

501 c3 Payments to affiliates .9 .9 .9

NOTES Detail may not add to totals because of rounding ulonprofit

Organizations that are tax-exempt under Internal Revenue organizations exclude
private

foundations and religious organizations

Code section 501c3 include those whose purposes are

religious charitable educational or scientific or are for Income Tax for 1988 The number of required returns

the purpose of testing for public safety Their activities filed continued to increase but at slower pace than

are restricted in that they must further one or more of previous years less than percent for 1988 compared

these exempt purposes Examples of these organizations
with increases of and 15 percent for 1987 and 1986

are nonprofit universities and schools nonprofit hospitals respectively Over two-thirds of the returns for 1988

youth organizations United Way campaigns community were filed by organizations with assets of less than

performing-arts associations and environmental support $500000 The number of returns filed by organizations in

groups These organizations must serve the public as this asset-size class increased by less than percent from

opposed to private interests Under the Code these 1987 to 1988 although the number filed by organizations

organizations may not distribute net earnings to private with assets of $50 million or more increased by percent

shareholder or individual In addition they are restricted from 1987 Organizations in this latter asset-size class

in activities that could influence legislation and they however accounted for less than percent of the total

cannot participate in any political campaign on behalf of number of returns

or in opposition to any candidate for political office Assets of nonprofit charitable organizations expressed

The Internal Revenue Code classifies nonprofit organi-
in current dollars increased by 10 percent from $529.5

zations into 25 subsections Some of the organizations billion for 1987 to $583.6 billion for 1988 Most of these

may be eligible for tax-deductible donations under section assets 86 percent were owned by organizations with

170 Those organizations exempt under section 501c3 holdings of $10 million or more see Figure These

receive the largest part of tax-deductible donations and organizations also received over three-quarters of the total

are the largest providers of philanthropic goods and revenue $276.9 billion Revenue and asset data for the

services Organizations that are exempt under certain largest section 501c3 organizations are presented in

other Code sections are discussed later in this article Figures and respec

tively

Financial Characteristics of Nonprofit Charitable

Organizations Assets and UabllItIes

total of 124232 of the 422689 nonprofit charitable
i1iltltlIli iF sse regisere

organizations recognized by the Internal Revenue
percent gain from 1987

Service IRS were required to file information returns U1rlI1L
rising to $583.6 billion for

on Form 990 Return of Organization Exempt from iii.i.ii.iirnlrji 1988 from $529.5 billion for

ntvi -iini rirr
1987 The major compo

Cecelia Hilgert and Paul Arnsberger are economists in the nents of assets all showed

Foreign Special Projects Section This article was prepared significant increases

50 under the direction of Michael Alexander Chief Investments in securities



Charities and Other Tax-Exempt Organizations 1988

Nonprofit Charitable Organizations by Asset Size Reporting Year 1988

Money amounts are in millions of dollars

Asset Returns Total assets Total revenue

size Number Percent Amount Percent Amount Percent

Total 124232 100.0% $583573 100.0% $354646 100.0%

Under$100000 50471 40.6 1673 0.3 6001 1.7

$100000uiilŁf$500000 .. 27.7 -- 8232 12521 ---3.5-
$500000 under $1000000 11475 9.2 8205 1.4 9006 2.5

$1000000under$10000000 21457 17.3 66130 11.3 50202 14.2

$10000000 under $50000000 4461 3.6 99037 17.0 64867 18.3

$500000000rmore 1954 1.6 400294 88.6 212048 59.8

Includes returns with zero assets or assets not reported

Estimates should be used wIth caution because of the small number of sample returns on which they are based

NOTES Detail may not add to totals because of rounding Nonprofit charitable organizations exclude private foundations and religious organizations

showed the largest annual gain 13 percent to $174.8 Revenue

billion Cash and savings rose by 10 percent to $61.1 Program service revenue which is generated through

biffion Land buildings and equipment continued to be programs operated by nonprofit charitable organizations

the major asset holding with total of $185.2 billion in support of their tax-exempt purposes continued to

Land buildings and equipment represented almost one- grow as total amount but fell slightly as percentage of

third of the assets of all nonprofit charitable organiza- total revenue As shown in Figure program service

tions this category rose by percent Detailed financial revenue comprised nearly three-quarters of the total

data by asset-size class are provided in Table revenue of organizations with assets of $10 million or

The type of asset holdings varied among the asset-size more This revenue increased by 13 percent from $211.9

classes of the organizations For small organizations billion for 1987 to $239.3 billion for 1988 Program

those with assets of less than $500000total assets rose service revenue represented about two-thirds of total

by percent Cash and savings represented 43 percent of revenue for 1988 Some examples of program service

their total assets For organizations with assets of between revenue include tuition and fees at educational institu

$10 million and $50 million land buildings and equip- tions hospital patient care charges including Medicaid

ment accounted for the largest type of holding $38.9 Medicare payments admission fees collected by muse-

billion or 39 percent of the total for this asset size-class urns or community performing arts groups YMCA/

Investments in securities was the largest asset holding for YWCA activity fees and payments received for insurance

organizations with assets of $50 million or more repre- and retirement coverage by selected pension and annuity

senting 35 percent $140.5 billion of their total assets funds

this asset type rose by 14 percent for this asset size-class

for 1988 Conbibutlons

Total liabilities also increased by 11 percent for 1988 Contributions gifts and grants continued to represent

to $257.6 billion Mortgages and other notes payable were about one-fifth of total revenue for all organizations but

the largest item totaling $106.0 billion 10-percent as shown in Figure contributions gifts and grants

increase from 1987 This liability item represented 41 represented greater proportion of total revenue for

percent of the total the same percentage as for 1987 smaller organizations than for larger ones They ac

Organizations with assets of $50 million or more ac- counted for one-half of total revenue for organizations

counted for 72.9 percent of total liabilities those with with assets of less than $1 million but 18 percent for

assets of between $10 million and $50 million represented organizations with assets between $10 million and $50

an additional 14.8 percent These percentages were million and 12 percent for organizations with assets of

slightly greater than for 1987 $50 million or more Direct public support represented 47

The balance sheet of tax-exempt organization does percent of the contributions total

not have an owners equity section instead earnings Contributions gifts and grants registered 12-percent

accrue to.a net worth/fund balance The total balance for increase from 1987 to $69.1 billion In large part this

nonprofit charitable organizations was $325.9 billion up was due to the $5-billion increase in that portion repre

from $297.7 billion for 1987 sented by Government grants which totaled $30.3 billion

up from $25.4 billion for 1987 Direct public support also 51
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JJTr1lIs for small organizations with assets less than $1 million

For organizations with assets of $10 million or more it

Top Ten Nonprofit Charitable Organizations
represented percent of total revenue the same as for

Ranked by Total Revenue Reporting
previous years

Year 1988

amounts are in millions of dollars

Nonprofit charitable organizations report their expensesName Total revenue
on Form 990 by object classification salaries pension

plan contributions and other employee benefits legal fees

Teachers Insurance
supplies and the like allocated into three functions

and Annuity Association
program services management and general and

of America $8733
fundraising Expenses totaled $330.8 billion for 1988 an

increase of 15 percent over $288.7 billion for 1987

College Retirement

Equities Fund 7833
___________________________________________

Kaiser Foundation

Health Plan 4594 Top Ten Nonprofit Charitable Organizations
Ranked by Total Assets Reporting

New York City Health Year 1988

and Hospitals
amounts are In millions of dollars

Corporation 2582
Name Total assets

Kaiser Foundation
Teachers Insurance

Hospitals 2483
and Annuity Association

of America $38631
Harvard College 1577

California Institute
College Retirement

Equities Fund 32360
of Technology 1300

Harvard College 6594
University of

Pennsylvania 1275
Howard Hughes

Medical Institute 6432Stanford University 1250

10 Sisters of Mercy
Common Fund for

Health Corporation 1224 Nonprofit Organizations. 5325

NOTE Nonprofit charitable organizations exclude private Yale University 3956
foundations and religious organizations

Stanford University 3840
increased from $29.9 billion for 1987 to $32.5 billion for

1988 gain of $2.6 billion The third component indirect
Princeton University 2912

public support which is the revenue received through

solicitation campaigns conducted by federated fundraising Shriners Hospitals for

agencies showed decline for 1988it totaled $6.2
Crippled Children 2626

billion down from $6.4 billion for 1987 see Figure

Government grants represented 44 percent of the
10 Cornell University 2597

contributions total and percent of total revenue both of

which were slightly greater proportions than for 1987 NOTE Nonprofit charitable organizations exclude private

52 This source of funding was 25 percent of the total revenue foundations and religious organizations
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Components of Nonprofit Charitable Organization Revenue by Asset Size Reporting Year 1988

2% Lj EEl
HJJ 53%W IMflllaFOOllll IIIIIIIIIIIU 2%

Under $100000 $500000 $1000000 $10000000 $50000000

$100000 under under under under or more

$500000 $1000000 $10000000 $50000000

Asset size

Contributions jj Dues and Program service

gifts and grants
11111115

assessment revenue
Other

Includes organizations with assets zero or not reported

NOTE Nonprofit chailtable organizations exclude pnvate foundations and religious organizations

Expenses that were attributable to specific program Typos of Nonprofit Cartabe Orafflzafions

activities represented 85 percent of the total Salaries and Figures and display information on the types of

wages were the leading component of expenses $115.4 nonprofit charitable organizations that filed Form 990 for

billion accounting for one-third of the total 1988 This information is based on responses to ques

Management and general expenses which support the tion on the return identifying the reason that an organiza

overall organization rather than specific programs were tion was not classified as private foundation

$45.2 billion for 1988 rising by percent from the 1987 Figure shows that hospitals educational institutions

total of $42.6 billion Fundraising expenses and payments and publicly-supported organizations were the major

to affiliates together comprised only percent of total categories of nonprofit charities in terms of such selected

expenses Payments to affiliates are payments to organiza- balance sheet and income statement items as total assets

tions closely related to the reporting organizations such total liabilities total revenue and total expenses Publicly-

as support and dues payments by local chapters to State supported organizations are comprised of qualified

and national agencies organizations that are operated for purposes that are

Organizations with assets of $10 million or more beneficial to the public interest and that receive support

accounted for more than three-quarters of all expenses from broad cross-section of the public Examples

Detailed data on expenses for 1988 are shown in Table include the United Way the American National Red 53
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Contributions Received by Nonprofit Charitable Organizations by Asset Size Reporting Year 1988

Money amounts are In millions of dollars

Total Contributions Contributions Contributions

Asset contributions gifts received through received through received through

size and rants direct support Indirect support Government grants

_______________________________
Amount Percent Amount Percent Amount Percent Amount Percent

Total $69062 100.0% $32486 100.0% $6246 100.0% $30330 100.0%

linder$100000...2 3172 4.6 1549 4.8 300 4.8 1323 4.4

$100000under$500000 6267 9.1 2643 8.1 551 8.9 3073 10.1

$500000 under $1000000 4648 6.7 1707 5.3 353 5.7 2587 8.5

$1000000 under$10000000 18280 26.5 7825 24.1 1592 25.5 8862 29.2

$10000000 under$50000000 11607 16.8 7264 22.4 1628 26.1 2715 9.0

$500000000rmore 25089 36.3 11496 35.4 1821 29.2 11771 38.9

Includes returns with zero assets or assets not reported

Estimates should be used with caution because of the small number of sample returns on which they are based

NOTES Detail may not add to totals because of rounding Nonprofit charitable organizations exclude private foundations and religious organizations

Cross and the National Geographic Society Other Corporation

examples include cultural organizations such as the Program service revenue as share of total revenue

Metropolitan Museum of Art and community founda- remained fairly constant for all types of organizations for

tions such as the New York Community Trust 1988 compared with previous years For hospitals it

Together the assets of the three categories of organiza- represented mainly charges to patients and comprised 92

tions totaled $437.1 billion for 1988 and their revenue percent of hospital revenue up slightly from 91 percent

$313.9 billion The amounts represented 75 percent for 1987 For educational institutions it comprised 60

and 89 percent respectively of the totals for all nonprofit percent of their total revenue for 1988 drop of percent

charitable organizations from 1987 For publicly-supported organizations pro-

Hospitals accounted for 44 percent of total revenue and gram service revenue remained at 41 percent of total

29 percent of total assets but just percent of both the revenue

number of returns filed and the contributions received Another category of nonprofit charitable organizations

Nearly all of their revenue over 92 percent was program those engaged in hospital researchcontinued to grow

service revenue While publicly-supported organizations in 1988 Total assets reached $8.5 billion up from $7.3

comprised 73 percent of the total returns they accounted billion for 1987 gain of 16 percent Total revenue for

for only 27 percent of total revenue and 22 percent of hospital research organizations increased by over one-half

total asset holdings Educational institutions such as to $2.1 billion for 1988 up from $1.3 billion for 1987

colleges and universities accounted for only percent of These increases were largely due to growth by the

returns but ranked second in terms of assets and contribu- Howard Hughes Medical Institute whose public charity

tions received with 23 percent and 21 percent respec- status was not affirmed by the Internal Revenue Service

tively until 1986 This institute reported assets of $6.4 billion for

The largest asset holdings for these three major types of 1988 up from $5.2 billion in 1987 and revenue of $724

organizations took the form of land buildings and million up from $212 million

equipment which accounted for 40 percent of the total

holdings for these groups For hospitals these assets Organizations Exempt Under Code Sections

represented 46 percent of total assets for educational
501 c4 thrOugh

institutions 39 percent and for publicly-supported The statistics presented in this section are also based on

organizations 32 percent In contrast another category of Form 990organizations tax-exempt under Internal

nonprofit charitable organizations identified on Form Revenue Code sections 501c4 through This is the

990one that supports other charitable organizations first study of these organizations conducted by the

held 59 percent of total assets in investment securities and Statistics of Income Division since 1975 Figure

only percent in land buildings and equipment Among provides general descriptions of the organizations

the largest of these organizations were the Common Fund included under these sections Unlike the organizations

for Nonprofit Organizations the Teachers Insurance and that are exempt under Code section 501 c3 most of

Annuity Association and the Student Loan Funding these organizations are not eligible for tax-deductible
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IuItt

Selected Financial Data by Major Type of Nonprofit Charitable Organization Reporting Year 1988

________ _______

..

_______

IIRhIII

VllDll 23% 17% 64%

_________________________ _________________________ _________________________

Number of Assets Revenue Contributions

returns gifts and grants
Item

Publicly-supported Educational institution

Lorgaatoui
11111110

or sthool
Hospital Other

NOTE Nonprofit charitable organizations exclude private foundations and religious organizations

contributions In the information presented below the less than $500000 see Figure For the social and

appropriate Code section is shown following the type of recreational clubs section 501 c7 one-half of the

organization Financial data for organizations covered by returns were filed by organizations with assets of less than

these Code sections are presented in Tables and $100000 and less than one-half of percent by organiza

Labor agricultural and horticultural organizations tions with assets of $10 million or more

section 501c5 filed the largest number of returns for For the voluntary employees beneficiary associations

1988 nearly 21000 Business leagues chambers of section 501c9 however organizations with asset

commerce and real estate boards section 501c6 and holdings of less than $500000 represented less than 60

civic leagues and social welfare organizations section percent of the returns filed Organizations with assets of

501c4 were second and third with 19875 returns and $10 million or more under this Code section filed

19279 returns respectively With the exception of percent of the returns which was greater proportion

voluntary employees beneficiary associations section than the returns filed under the other Code sections In

501c9 more than 80 percent of all returns for each terms of assets organizations exempt under section

Code section were filed by organizations with assets of 501c9 had the largest holdings $28.3 billion and

less than $500000 There was greater percentage
of those with assets of $10 million or more accounted for

returns filed by smaller organizations covered by these more than 70 percent of the total assets see Figure

Code sections than by the nonprofit charitable organiza- Civic leagues and social welfare organizations section

tions covered by section 501c3 where two-thirds of 501c4 ranked second with $27.4 billion in asset

the total returns were filed by organizations with assets of holdings Organizations under this section with assets of 55
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Selected Balance Sheet and Income Statement Items by Type of Nonprofit Charitable Organization Reporting

Year 1988

amounts are in millions of
dollars

Type of Total Total Total Program service Total

organization assets liabilities revenue revenue expenses

Total $583573 $257645 $354646 $239292 $330815

Church or religious-affiliated organization 4941 2409 3556 2464 3362

Educational institution or school 136560 26316 59993 35725 52396

Hospital 170806 85803 157263 145159 151378
Governmental unit 2423 881 1436 630 1324

Hospital
research

organization 8497 862 2103 591 1534

Organization supporting public college 6918 1060 3469 1055 2930

Publicly-supported organization 129706 54996 96686 39909 90769

Organization supporting
charitable

organizations 123277 85233 29744 13425 26753

Organizationtestingforpublicsafety 214 31 175 170 157

Type not reported 231 56 222 164 272

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

NOTES Detail may not add to totals because of rounding Nonprofit charitable organizations exclude private foundations and most religious organizations

$10 million or more accounted for three-quarters of the assets of $50 million or moreheld more than two-thirds

total holdings Fraternal beneficiary societies section of the total assets of nonprofit charitable organizations

501c8 ranked third with $24.6 billion in assets 89 section 501c3 only for two of these other Code

percent of which were owned by the few organizations sections did they account for more than one-half of the

with assets of $10 million or more total assets They owned 85 percent of the total assets of

Generally the smaller organizations under each of the fraternal beneficiary societies section 501c8 and 60

Code sectionsthose with assets of less than $500000 percent in the case of civic leagues and social welfare

accounted for greater share of total assets than did the
organizations section 501c4

smaller nonprofit charitable organizations exempt under

section 501c3 While organizations with assets of less Reveflues and Expenses

than $500000 accounted for less than percent of the In terms of revenue voluntary employees beneficiary

total assets of the nonprofit charitable organizations this associations section 501c9 had considerably more

asset-size class accounted for 20 percent of the total assets revenue for 1988 $40.4 billion than organizations

of business leagues chambers of commerce and boards of covered by the other Code sections presented here see

trade section 501c6 16 percent of the total assets for Figure These organizations operated in manner

social and recreational clubs section 50lc7 and 14 similar to mutual insurance companies in that they

percent of the total assets for labor agricultural and provided life sickness accident and other benefits tà

horticultural organizations section 501c5 members Of the total revenue $32.8 billion was received

Although the very large organizationsthose with from program services which for these organizations

Contributions Received by Major Type of Nonprofit Charitable Organization Reporting Year 1988

amounts are In millions of dollars

Total Contributions Contributions Contributions

Type of contributions gifts receIved through received through received through

organizatIon and rants dIrect ipport Indirect support Government grants

_______________________________________
Amount Percent Amount Percent Amount Percent Amount Percent

Total $69062 100.0% $32486 100.0% $6246 100.0% $30330 100.0%

Educational Institution orschool 14727 21.3 6818 21.0 619 9.9 7290 24.0

Hospital 3440 5.0 1825 5.6 427 6.8 1188 3.9

Publicly-supported organization 43988 63.7 19577 60.3 4333 69.4 20078 66.2

Organization supporting charitable organizations... 3094 4.5 2730 8.4 484 7.7 240 0.8

56 NOTES Detail may not add to totals because of rounding Nonprofit charitable
organizations

exclude
private foundations and religious organizations
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Selected Types of Tax-Exempt Organizations by Internal Revenue Code Section

Code section DescriptIon of organization Type of activities Examples of organization

501 c4 Civic leagues social welfare Promotion of community Lions Clubs Rotary Clubs

organizations and local- welfarecharitable educational AmŁiiôan Associªtión Retired

associations of employees and recreational activities Persons and volunteer fire departments

501 c5 Labor agricultural
and Educational or instructive the National Association of Letter Carriers

horticultural organizations purpose being to improve conditions Communication Workers of America
of work and to improve products Air Line Pilots Association and
and efficiency United Steelworkers of America

501 c6 Business leagues chambers Improvement of business National Football League

of commerce real estate conditions of one or more U.S Tennis Association and

boards etc lines of business State medical societies

501c7 Social and recreational Pleasure recreational and social Army and Navy Club

clubs activities Merion Golf Club and

San Diego Yacht Club

501 c8 Fraternal beneficiary Lodge providing for payment of Loyal Order of Moose
societies and associations life sickness accident or other BPOE lodges Elks and

benefits to members Bnai Brith

501 c9 Voluntary employees beneficiary Provides for payment of life Lutheran Brotherhood

associations including Federal sickness accident or other IBM Medical Dental Plan Trust and

employees voluntary beneficiary benefits to members Navy Mutual Aid Association

associations formerly covered

by 501 c1

represented payments received from the participants and business leagues chambers of commerce and real estate

their employers for health and welfare benefits coverage boards section 501c6 $6.4 billion and for social

They also reported the highest level of expenses of any of and recreational clubs section 501c7 $3.0 billion

the organizations covered by these section codes $40.6 This last group reported an additional $1 .0 billion for

billion 83 percent of which was in the form of benefits profit from the sale of inventory items For expenses

paid to members $33.7 billion labor agricultural and horticultural organizations section

Civic leagues and social welfare organizations section 501c5 were the only type for which payments to

501c4 were second in terms of revenue with total affiliates were significant proportion of total expenses

of $16.1 billion of which about two-thirds was derived these payments totaled $1.2 billion 12 percent of the total

from their program activities These organizations were expenses for organizations under this Code section

required to report detailed data on their expenses They Included were payments by the reporting organization to

reported $15.0 billion in total expenses of which $12.6 the parent national or international organization federa

billion was related to specific program activities $2.1 tion or other organization as condition or requirement of

billion for management and general overhead and $138 affiliation

million for fundraising Data on functional expenses Revenue totals for organizations under these selected

showed that the largest single expense item for these Code sections by asset size show that fraternal beneficiary

organizations was benefits paid to members amounting to societies section 501c8 were the only type of

$5.6 billion see Table for data on functional expenses organization for which those organizations with assets of

Membership dues and assessments were the principal $50 million or more predominated see Figure Also

source of revenue for labor agricultural and horticultural the revenue of the organizations with assets of less than

organizations section 501c5 $7.0 billion for $500000 under each of these Code sections accounted for 57
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1fl
Returns Filed by Tax-Exempt Organizations Selected Internal Revenue Code Sections by Asset Size

ReportIng Year 1988

Asset Organizations tax-exempt under internal Revenue Code section

size 501 c4 501 c5 501 c6 501 c7 501 c8 501 c9

_____________ _____________
Number of returns

______________ _______________

Total 19279 20697 19875 14488 8129 8889

Under$100000 11379 12393 10814 7458 2648 2831

$100000 under $500000 4943 5718 5827 4203 4078 2395

$500000under$1000000 1170 1215 1496 968 891 1013

$1000000under$10000000 1530 1250 1561 1805 420 2167

$10000000 under$50000000 194 93 146 54 48 413

$50000000 or more 63 28 31 36 70

______________ ______________
Percent

_______________ ________________

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Under$100000 59.0 59.9 54.4 51.5 32.6 31.8

$100000 under $500000 25.6 27.6 29.3 29.0 50.2 26.9

$500000under$1000000 6.1 5.9 7.5 6.7 11.0 11.4

$1000000under$10000000 7.9 6.0 7.9 12.5 52 24.4

$10000000 under$50000000 1.0 0.4 0.7 0.4 0.6 4.6

$50000000 or more 0.3 0.1 0.2 0.4 0.8

Includes returns with zero assets or assets not reported

NOTE Detaii may not add to totais because of rounding

greater proportions of total revenue than the revenue of section 501c8 and civic leagues and social welfare

nonprofit charitable organizations of similarsize These organizations section 501c4 By comparison this

percentages ranged from 26 percent for labor agricultural asset-size class included 86 percent of the total asset

and horticultural organizations section 501c5 to 10 holdings of the nonprofit charitable organizations exempt

percent for civic leagues and social welfare organizations under section 501c3 The types of assets held by the

section 501c4 In contrast the revenue of nonprofit organizations varied considerably by Code section

charitable organizations section 501c3 with assets of Investments in securities was the largest single component

less than $500000 had accounted for just percent of the of the assets of fraternal beneficiary societies section

total 501c8 representing nearly two-thirds of the total

This asset type was also the largest single holding of

Assets and Liabilities .. employees voluntary beneficiary associations section

Figures and present dataon asset holdings Organiza- 501c9 with $13.5 billion nearly one-half of the total

tions with assets of $10 million or more accounted for for these organizations In addition these latter organiza

three-quarters of the total assets of organizations of two of tions held 31 percent of total assets in cash and savings

the Code sections fraternal beneficiary associations $8.7 billion

Selected Balance Sheet and Income Statement Items for Organizations Tax-Exempt under Specified

internal Revenue Code Sections ReportIng Year 1988

Money amounts are in millions of doliarsi

internal Revenue Number of Total Total Total Program service Total

Code section returns assets iiabiiities revenue revenue expenses

501c4 19279 $27434 $18696 $16134 $10190 $14284
501 c5 20697 12390 1887 11015 2249 10297
501c6 19875 15177 8207 14247 5648 13320

501c7 14488 7834 2428 5268 931 5027

501c8 8129 24588 19699 6396 4858 6174
501c9 8889 28254 10195 40399 32775 40585

58
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Th
Principal Sources of Tax-Exempt Organization Revenue Specified Internal Revenue Code Sections ReportIng

Year 1988

Money amounts are In millions of dollarsi

________________ ________________
Sources of revenue ________________ _________________

Internal Revenue Total Contilbutions Program Membership Interest on savings

Code section revenue gifts and seMce dues and and dMdends Other

grants revenue assessments from securities ______________

501c4 $16134 $1229 $10190 $1830 $1070 $1815

501c5 11015 272 2249 7001 604 889

501c6 14247 678 5646 6351 627 945

501c7 5268 32 931 2965 85 1255

501c8 6396 78 4858 481 504 476

501c9 40399 1090 32775 3267 1713 1554

NOTE Detail may not add to totals because of rounding

Civic leagues and social welfare organizations section single liability item for organizations under two of these

501c4 ranked second in total assets with $27.4 sections Civic leagues and social welfare organizations

billion The largest single component was notes and loans section 501c4 included $10.7 billion in this category

receivable$6.7 billion representing one-quarter of total representing 57 percent of their total liabilities Social and

assets Together cash and savings land buildings and recreational clubs section 501c7 reported $1.3 billion

equipment and investments in securities accounted for in mortgages and other notes payable accounting for 55

49 percent percent of their total liabilities Labor agricultural and

Labor agricultural and horticultural organizations horticultural organizations section 501c5 had the

section 501c5 held one-third of their assets in smallest amount of liabilities$1 .9 billion of which

investments in securities and one-third in cash and accounts payable represented 40 percent

savings $4.2 billion in each asset type Social and Shown in Figure are the net worth/fund balance totals

recreational clubs section 501c7 held two-thirds of for the organizations in these Code sections This item

their assets in land buildings and equipment varied greatly as percentage of total assets among the

Mortgages and other notes payable were the largest Code sections from low of 20 percent to high of 85

AffflT
Total Revenue of Tax-Exempt Organizations Specified Internal Revenue Code Sections by Asset

Size Reporting Year 1988

Money amounts are In millions of dollarsi

Asset Oranizatlons tav-exempf under Internal P.evenue.Code.esction

size 501 c4 501 c5 501 c6 501 c7 501 c8 501 c9

______________ ______________
Amount ______________ _______________

Total.. $16134 $11015 $14247 $5268 $6396 $40399

Under$100000 746 1110 998 581 168 3293

$100000under$500000 797 1789 1918 631 536 1940

$500000 under $1000000 514 887 1165 472 269 2220

$1000000 under $10000000 2793 3006 4268 3275 268 12062

$10000000 under $50000000 4125 1413 2778 309 185 10243

$50000000 or more 7157 2809 3120 4971 10642

_______________ _______________
Percent

_______________ _________________

TotaL...... 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Under$1000001 4.6 10.1 7.0 11.0 2.6 8.2

$100000 under$500000 4.9 16.2 13.5 12.0 8.4 4.8

$500000 under$1000000 3.2 8.1 8.2 9.0 4.2 5.5

$1000000 under$10000000 17.3 27.3 30.0 62.2 4.2 29.9

$10000000under$50000000 25.6 12.8 19.5 5.9 2.9 25.4

$50000000 or more 44.4 25.5 21.9 77.7 26.3

Includes returns with zero assets or assets not reported

NOTE Detail may not add to totals because of rounding
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Total Assets of Tax-Exempt Organizations Specified Internal Revenue Code Sections by Asset Size Reporting

Year 1988

Money amounts are in miflions of dollars

Asset Organizations tax-exempt under Internal Revenue Code section

size 501c4 501c5 501c8 501c7 501c8 5019

_______________
Amount

_______________

Total $27434 $12390 $15177 $7834 $24588 $28254

Under $100000 357 459 1721 268 106 88

$100000 under $500000 1205 1265 1318 1013 998 581

$500000 under $1000000 832 872 1047 693 638 740

$1000000 under $10000000 4266 3.023 4138 5080 1018 6922

$10000000 under $50000000 4352 2004 2839 778 927 8552

$50000000ormore 16422 4.766 5432 20.911 11.371

_______________
Percent

_______________

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Under$100000 1.3 3.7 11.3 3.4 0.4 0.3

$100000 under$500000 4.4 10.2 8.7 12.9 4.1 2.1

$500000 under $1000000 3.0 7.0 6.9 8.8 2.6 2.6

$1000000 under$10000000 15.6 24.4 27.3 64.8 4.1 24.5

$10000000under$50000000 15.9 16.2 18.7 9.9 3.8 30.3

$50.000.000 or more 59.9 38.5 35.8 85.0 40.2

Includes returns with zero assets or assets not reported

NOTE Detail may not add tototals because of rounding

percent section 501 c5 filed the largest number of returns for

1988 nearly 21000 Voluntary employees beneficiary

Summary associations section 501c9 had the largest asset

For 1988 nonprofit charitable organizations tax-exempt
holdings $28.3 billion civic leagues and social welfare

under section 501c3 continued to report increased organizations section 501c4 were second with $27.4

growth Revenue increased to $354.6 billion up from billion For each of these Code sections the smaller

$310.8 billion for 1987 gain of 14 percent assets were organizationsthose with assets of less than $500000

$583.6 billion up from $529.5 billion for 1987 an
accounted for greater share of total assets than did the

increase of 10 percent Hospitals as group led all other smaller nonprofit charitable organizations exempt under

types of organizations in both revenues and assets The section 501c3
number of returns filed by nonprofit charitable organiza-

The sources of revenue also varied by Code section

tions was 124232 for 1988 up slightly from 122018 for Program service revenue was the major source for

1987 voluntary employees beneficiary associations section

Program service revenuethe fees received for the 501c9 fraternal beneficiary societies 501c8
programs conducted in support of the purposes for which and civic leagues and social welfare organizations

the tax exemptions under section 501c3 were section 501c4 representing two-thirds of their

grantedwas $239.3 billion or 67 percent of total respective totals Membership dues and assessments were

revenue for 1988 Contributions increased to $69.1
the principal revenue source for labor agricultural and

billion up from $61.7 billion for 1987 This source of
horticultural organizations section 501c5 64 percent

revenue accounted for more than one-half of the revenue
of the total for social and recreational clubs section

for organizations with asset holdings of less than $1
501c7 56 percent of the total and for business

million but much smaller share for larger organizations
leagues chambers of commerce and real estate boards

Expenses continued to rise to $330.8 billion of which 85 section 501c6 45 percent of the total

percent was in support of the organizations program

services Data Sources and Umitatlons

Organizations that are exempt under sections 501c4 The statistics in this article are based on two samples of

through are diverse in their purposes and in their Form 990 Return of Organization Exempt from Income

financial characteristics as reported on the Form 990 Tax with accounting periods that ended December 1988
60

Labor agricultural and horticultural organizations through November 1989 that were received and pro-
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Components of Total Assets by Selected Internal Revenue Code Section Reporting Year 1988

34% 6% 31%

______________

PU

_____

11w
65% 1L iIII1%

_________________________________

liii 11111 liii IlIIIIllhIllhll

3%
IIIIllhIIIlIIII1IIIIIII IIIIIIiJIII IIIIl

11111 III Itillillhl 1if Illhilll

_________________________________

hIIIhlhIIhhIIMIIIIhhII IIIflhIIhII 48l1 1111111

17%

II

IfflIWlIllIllIllIl jj 27%

_________________________________ ________________________________
iiiiiiiiuiiuiiuiiiiiiiiiwjiiiiiiiuii

2%
_________________________________ _________________________________

501c4 501cX5 501cR6 501c7 501cXB 501c9

Internal Revenue Code section

iimnui Land buildings
Securities

and equipment net
Cash and savings Other

cessed by the Internal Revenue Service during 1989 and organizations sample of 10178 returns was selected

1990 The samples did not include private foundations from population of 93060

which were required to file separate form The samples

included only those returns with receipts of more than

$25000 the filing threshold The sample design was split

into two parts the first included returns of organizations

exempt under section 501c3 and the second
Selected Data for Tax-Exempt Organizations

included organizations exempt under sections 501c4 Reporting Years 1986-1988

through Returns of organizations exempt under other amounts are In millions of dollars

sections were not included in the study
Code Total Net worth Percent of

Each part of the sample was classified into sample section assets fund balance assets

strata based on size of assets each stratum being sampled

at separate rate For section 501c3 organizations 501c4 $27434 $8738 32%

sample of 12869 returns was selected from population
501C5 12.390 10503 85

501c6 15177 6970 46

of 125718 All returns with assets of $10 million or more 5O1c 7834 5408 69

were selected Lower sampling rates were used in the 501 c8 24588 4890 20

smaller asset classes For sections 501 c4 through
501 c9 28254 18059 64 61
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The data presented were obtained from returns as tions 1974-1 987 1991 See also Hilgert Cecelia

originally filed In most cases changes made to the and Mahier Susan Nonprofit Charitable Organi

original return as result of either administrative process- zations 1986 and 1987 Statistics of Income Bulle

ing or taxpayer amendment were not incorporated into tin Fall 1991 Volume 11 Number pp 63- 76

the data base discussion of the reliability of estimates

based on samples and methods for evaluating both the
The total number of tax-exempt organizations

magnitude of sampling and nonsampling error and the
including those not required to file Form 990 was

precision of sample estimates can be found in the general
obtained from the Internal Revenue Service Exempt

Appendix in this issue More detailed information on the Organizations Business Master File Monthly Exempt

sample design and weights can be obtained by writing to
Organizations Statistical Sumnary unpublished

the authors at the following address Internal Revenue
Data presented in this article are from Forms 990

Service Statistics of Income Division RSF P.O Box
filed for Reporting Year 1988 for accounting periods

2608 Washington DC 20013.2608
beginning in 1988 Therefore the statistics for 1988

generally include organizations with accounting

Notes and References
periods that ended within the period December 1988

Religious organizations are not required to file Form
through November 1989

990 the source of information for this article For

information on private foundations see Riley
Community foundations are organizations with

Margaret and Meckstroth Alicia Private Founda- broad-based public support that file Forms 990 as

tions 1988 Statistics of Income Bulletin Winter opposed to private foundations which have nar

1991-92 Volume 11 Number pp 21-46 rower source of funding and file Forms 990-PF

Data for the previous years were published in the Data on specific types of organizations are from

Compendium of Studies of Tax-Exempt Organiza- unpublished Statistics of Income tabulations
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Table 1.Returns of Tax-Exempt Section 501 c3 Organizations Income Statement and Balance Sheet

Items by Size of Total Assets

A8 figures are esthnstes based on sanrplesmoneyamormta are hr thousands of doflarsj

_____________ ____________
Size of total assets

Item Total $100000 $500000 $1000000 $10000000 $50000000

Under under under under under or

____________________________________ __________
$1000005.5 $500000 $1000000 $10000000 $50000000 more

Numb.rofr.turns................................................... 124.233 50471 34415 11475 21457 4461 1954

Total ass._________ 583 573213 1673388 8232707 8205 085 66130 508 99037586 400293 939

CashNumberolreturns 59287 40156 27571 9239 17429 3470 1424

Amount 11.913224 389490 809.558 480209 2.336.158 1913342 5984469

Savings and temporaly cash lnvestmenls

Numberotretums 84127 28026 25555 8538 16711 3420 1477

Amount 49232764 657197 2396740 1691238 9312240 9262216 25.913.134

Accounts receivable net
Numberotretums 52759 11.812 14580 6235 14827 3711 1795

Amount 43.258364 98.558 582724 548890 4167527 8370206 29490658

Pledges receivable net
Number of returns 7288 894 1457 870 2936 804 327

Amount 5.132.401 13264 64085 132189 1547605 1892388 1482868

Grants receivable

Number ci returns 11140 2684 3592 1699 2302 533 336

Amount 3208738 41668 181325 205000 944521 583543 1.252.679

Receivables due from officers chectors trustees and

key ampioes
Numberolretura 2757 775 717 316 617 194 138

Amount 297913 1743 9337 11354 72812 43404 159263

Other notes and loans receivable

Number of returns 13.635 1192 2906 1838 4709 1887 1103

Amount 15.398.324 5278 189820 214995 1.449267 2600447 10938517

InventorIes Icr sale or use

Number of returns 24726 5.426 5673 2590 6883 2667 1508

Amount 4828299 46757 137317 89541 752051 993521 2809111

Prepald expenses and deferred charges

Numberol returns 45078 7991 12344 5613 13.913 3535 1682

Amount 5326331 17293 102968 87.289 653941 1085896 3378945

lnvestmenls-securltles

Number 01 returns 22808 1.192 5199 3321 8914 2837 1346

Amount 174.775704 15720 572.040 997851 11101865 21.571.012 140517217

Investments-land buildings and equipment minus

accumulated depreciator

Numberoireturns 13377 3.697 4113 1601 2645 860 462

Amount 9751381 41927 483009 403076 2.106.677 2240.657 4496014

lnveshnents-other

Number 01 returns 8923 377 1919 988 3246 1465 927

Amount 42.311082 6594 150708 195.174 1906.214 4389.215 35683177

Land buildings and equipment minus accumulated

depreclalion

Numberotreturns 74.113 19579 22545 8637 17617 3915 1.821

Amounl 185.176.519 310.769 2404856 2888118 27.306018 38948367 113320390

Other assets

Number 01 returns 41568 8944 10.938 4736 12.011 3304 1633

Amount 32.962.180 27.127 168215 262359 2473611 5163389 24.887.497

Total liabIlItIes and fund balanch.t worth

Numb.rofretums........................._......_..._._....__ 123338 49577 34415 11475 21457 4461 1954

Amount ........__............................................._...... 583573207 1673382 8232706 8.205086 66130.508 99037586 400293940

Totslllabltltls..._.............................................. 257.645.458 689.441 2323453 2507655 26120311 38216213 187888383

Accounts payable

Number of returns 76070 21790 21628 8409 18.254 4107 1883

Amount 33913654 330839 687423 616528 4224899 6880779 21283188

Grants payable

Nuntberofreturr.e 4929 835 1436 909 1291 331 127

Amount 3311431 11677 69.229 88973 636298 921971 1585283

Support and revenue designated br future periods

Nurnberolreturns 16450 3239 4374 2430 4989 1040 377

Amount 8325251 45947 260923 271742 2300178 2.510137 2936324

Loans from officers 8redors trustees and key

employees

Number of returns 4.914 2922 1217 277 429 51 19

Amount 528716 52499 37196 18005 71102 33936 315977

Mortgages and Other notes payable

Numberofreturrta 38489 6286 tO994 5029 117t0 2921 1549

Amount 106034115 162.685 910.116 1198280 14.986.771 20.068.039 68708215

Other tabb5ear

Numberot returns 35.487 6.817 8947 3834 11298 3.045 1547

Amount 105532289 95796 358.565 316.1 17 390t063 7.801352 93059396

Total fund bslancfl.t worth .nd of yeaj
123195 49578 34335 11475 21.406 4.463 1.960

Amount...__.............._ 335837750 1083942 5909.253 5.697431 40010196 60821.372 212405457

Total rv.nu
Numbsrofrstums_........ 124233 50471 34415 11475 21457 4.461 1954

Amount. ..............._...................................._ 354646576 6000674 12421421 9006.480 50.202.763 64867216 212048022

Total contrtuflons received

Number of returns 104144 42.302 29447 9.538 17.489 3682 1686

Amount 69061529 3.171869 8267034 4647487 18279514 11607075 25088.550

ContrIbutions received from dIrect public support

Number of returns 94814 38188 26.971 8.767 15.729 3435 1.524

Amount 32.485.686 1.549248 2642987 1.707.472 7825374 7284369 11.498258

ContrIbutIon receIved Irom indirect public support

Number of returns 25.44t 9.780 6989 2888 4.790 800 434

Amount 8.245.988 299717 651.492 353354 1592111 1628018 1.821285 63
Footnolea at end of table
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Table 1.Returns of Tax-Exempt Section 501c3 Organizations Income Statement and Balance Sheet

Items by Size of Total AssetsContinued

lAO 89ures are estimates based on semplesmoney amounts in thousande of tarn

____________ ____________ Size of total assets ____________ _____________

lien Total $100000 $500000 81000.000 810.000.000 850000000

Under iaidar under wider aider or

_____________________________________________ ____________ $I000O0 ssooooo siooo.ooo $10000000 850.000.000 more

Total r.vsnu condnusd
Total contthutions receined continued

Government grants

Number of returns 50332 14073 10250 3684 6203 1296 826

Amount 30.329.654 1.322.906 3072.574 2586661 8.862009 2.7I4688 11710697

Program seneca revenue

Number of returns 72233 26.297 18943 6929 14757 3.580 1727

Amount 239292.958 2010372 4847077 3277155 28017523 48098275 157.042557

Menthernhç dues and assessments

Number of returns 30.954 15106 8526 2908 3.796 473 144

Amount 3971042 256781 320428 283776 1001004 766559 1342495

Interest on savings end temporary cash investments

Number of returns 98505 38912 29029 9726 17848 3480 1.511

Amount 5.556.501 53.117 187.916 151.196 950203 1148095 3065971
Dividends and interest from securities

Number of returns 21499 2087 5698 3007 7279 2292 1136

Amount 11.151825 9257 60712 69781 786486 1430342 8798225

Net rental income toss

Numberof returns 16361 2684 4.422 1801 5272 1.411 772

Amount 837023 9688 41.885 31.365 289791 157.441 306854

Gross rents

Nuniberof returns 16561 2882 4442 1801 5277 1408 771

Amount 2231696 45138 88839 57071 622767 316255 1100626
Rental expenses

Number of returns 8934 1253 1586 598 2.376 670 454

Amount 1394673 35452 44954 25.705 332976 158814 796771

Other hoestm ome
Nusnberolretums 4164 477 899 534 1338 552 384

Amount 2547801 1238 6872 12.410 70.919 181001 2.275363

Total gain toes from sales of assets

Nuntherof returns 19185 1789 4.158 2176 7380 2400 1282

Amount 6435260 13552 17218 15421 353153 684535 5.351380

Gain loss sales of securities

Nwrberof returns 11.453 537 2181 1406 4866 1662 781

Amount 5.567295 11316 17621 6787 230.482 487166 4.841.884

GroSs amount front sates

Numberofreturne 11190 537 2.110 1366 4713 1640 764

Amount 126282098 $96514 174104 197829 3172825 7515267 114623540

Cost or other basis and sales expenses

Numberol returns 10358 477 2110 1268 4433 1.434 836

Amount 120684883 587199 156482 189062 2942343 7028121 109781856

Gain toss sales of other assets

Nunrberofreturrts 9641 1253 2237 988 3404 1178 782

Amount 838024 2237 403 5653 122672 197369 509497

Gross amount horn sales

Nunrber of returns 8729 1133 1958 869 3.029 1036 704

Amount 2913902 11288 39016 22552 363098 689454 1788494

Cost or other basis and sales expenses

Number of returns 6905 537 1.558 790 2484 917 819

Amount 2075878 9053 39419 15899 240426 492085 1278997
Net income toss hjndreiaingr

Number of returns 29315 14908 8387 2295 3194 387 145

Amount 1314533 243492 312274 154654 401386 132381 70343

Gross revenuer

Nimtherof returns 29.689 15027 8427 2394 3281 407 154

Amount 2440879 544684 562473 277585 693288 237497 125353

Oheot expenses

Numnberofrefumns 25271 12881 7130 2058 2706 354 140

Amount 1126345 301191 250197 122930 291900 105116 55009

Gross prof ft toes sales of lnventomy

Number of returns 17461 6.499 4888 1801 3243 668 381

Amount 4827496 138468 163410 120677 825440 1076564 2.303917

Groes sales minus retlais and allowances

Nuntherof returns ....... 17454 5499 4888 1801 3236 688 381

Amount 8839199 281684 421569 265270 1875458 1980891 3814330
Cost of goode .01mb

Nwnber 01 returns 15120 5386 4329 1824 2.834 807 366

Amount 4011703 143216 258159 144592 1049996 905327 1510413
Other revenue

Nuniberof returns 50212 15051 15435 5359 11831 3088 1488

Amount 9850597 88.898 296592 242552 1227322 1585929 6406386

Total expenses

Numbs of retum 123445 50263 34166 11383 21.170 4.441 1863

Ainoune 330514.869 0948496 12037151 8450743 47358737 80247.104 186773531

Program semic
Nwnberofrsfums 115587 47.073 31654 10721 19.971 4261 1000

Amowtt...._ ...... 281543.233 4.719.457 9863317 6931284 38.981.153 49482457 171565565

Management arid general

Number of returns 96896 31944 27.159 9744 18421 3015 1714

Amount .... 45169003 1076204 1907967 1342721 7358853 9.676739 23.806710

Funmbsl.lngr

NutTerafrettans 34952 12284 9942 3459 6837 1653 778

Aunotsit 3215319 123521 224655 143583 642780 713590 1167869

Payments to .891.1.

Niarberofretumne 4.913 2028 1278 455 576 173 lOS

Amount 880049 27310 41.216 33154 177151 365980 234258

Eunloda prMta fowidsitons end reogious orgsmdzatlon.

hicludes ess.ts zero or not repotted

Eallnistse to this oolwrei should be used with cautIon because of di smsl number of aenwle returns on which they are based

64 NOTE Detail may not add to blue because of roun.1ng
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Table 2.Returns of Tax-Exempt Section 501c3 Organizations Total Functional Expenditures by Size of

Total Contributions Received
All

figures are estimates based on samples-money emounts are wr thousands of dollars

__________ __________
Size of tal contributions received

__________ ___________

Item Total No $1 $25000 $100000 $500000 $1000000 $10000000

contributions under under under under under or

_________________________________ __________ received $25000 $100000 $500000 $1000000 $10000000 more

-- --Numb.rofrurns 124233 20089 28503_ 30141 27967 6965 9184 797

Total functional .xp.ndltur.s

123384 19622 28361 30607 27914 6942 9142 791

Amourrt.................. 329934808 60665684 28733697 24168743 51149748 28484325 79434651 67299982

Grants and allocations

Nurnberotreturrs 29843 4757 6960 8384 6117 1926 3253 446

Amount 16546087 1040306 375121 273209 1040593 828798 4815558 8172502

Specific assistance to incflfdus

Numberof returns 10844 810 1623 2476 3476 1025 1373 61

Amount 18075734 7866310 8457536 45234 179546 92990 848344 585773

Benefits paid to or for members

Numberof returns 1836 530 343 425 321 56 133 28

Amount 1585037 658462 288545 18451 205181 12779 75105 328515

Compensation of officers directors

NumCeror returns 34456 5068 4728 8299 9954 2256 3.708 445

Amount 3080552 401902 225063 375145 718264 250382 819.844 289951

Other salaries and wages

Numberof returns 64224 10831 15927 19041 22964 6289 8460 713

Amount 115424408 12073294 7673009 9173629 20285172 10982848 30874848 24361608

Pension plan contributions

Nurnberol returns 18191 2179 1657 3171 5130 1860 3729 465

Amount 3109168 312844 134.741 156581 379386 181172 794133 1150311

Other employee benefits

Numberof returns 51759 5684 7560 10323 15428 5007 7108 649

Amount 11685206 1314158 671518 926473 1975322 1079607 3043556 2874572

Payroll taxes

Numberof returns 72422 9233 12830 17085 20529 5315 6.851 579

Amount 7523589 751339 552.749 621205 1384974 758.555 2006879 1447890

Amting fees

Numberof returns 69914 11772 13531 14925 18324 4672 6.138 553

Amount 740823 101959 63636 73414 150440 79043 199010 73321

Legal lees

Nurnberof returns 30241 5392 5550 5518 6899 2310 4079 493

Amount 867376 123364 69491 70903 169712 59.912 240095 133899

Supplies

Numberof returns 99801 13552 22181 25063 23963 6234 8129 679

Amount 26474069 3024527 2005382 2494321 5187082 2832635 6436602 4493519

Telephone

Nurnberof returns 87609 11199 17828 22394 22.115 5850 7603 619

Amount 1.865.150 182177 125100 140964 285770 168718 505970 456450

Postage and shipping

Nurnberol returns 77904 8621 18397 20974 19738 4996 6.598 580

Amount 1470989 117977 74523 92059 188976 131591 417853 450010

OoCupan
Numberof returns 82061 10717 16496 19407 21058 5920 7805 657

Amcu 8.958363 1.007.212 669.992 623363 1439648 852134 2534390 1829624

Equipntent rental and maintenance

Numberof returns 62506 7860 11854 14078 16295 5124 6703 593

Amount 4164843 505490 303899 353309 733605 361597 1078747 828197

Printing and publications

Nurnberot returns 74.743 7936 16160 18797 19455 5025 6748 622

Amount 2693091 223205 149390 180826 397046 339107 748617 654899

Travel

Nurnberof returns 71278 7.411 12184 18127 19.535 5617 7738 666

Amount 2610497 225882 122436 157458 313164 177732 823575 790250

Conferences conventions and meetings

Nuntherof returns 53.212 5900 12.282 12020 13993 3825 4744 447

Amount 955860 126295 97125 94315 153656 70459 246001 168010

Interest

Nurnbeiof returns 40.501 6420 7361 8335 10787 2861 4352 385

Amount 7459644 1947.621 602.275 641077 1314588 635.143 1366833 952108

Depreciation depletion

Nurnberof returns 66270 9624 12537 13463 18624 5112 8391 518

Amount 10968281 1604596 915.172 1136834 2380809 1.180.754 2528218 1222098

Other expenses

Numberof returns 119458 18766 27465 29106 27471 6820 9041 787

Amount 83509387 17057716 5153313 6506031 12233881 7391870 18956592 16209984

Excludes private toundations and religious organizations

NOTE Detail may not add to totals because of rounding
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Table 3.Returns of Organizations Tax-Exempt under Selected Subsections of Internal Revenue Code
Section 501c Income Statement and Balance Sheet Items by Subsections

All figures are estimates based on samples-money amounts are Wi thousands of doflars

________ nlzations tax-exemot under Internal Revenue Coda section- _________
hem 501c3 501c4 501c5 501c6 501c7 501CX8 501c

Numb.rofr.turna..._ 124.233 19279 20697 19.615 14.496 5129 6669

Total asa.ts...... 563.573213 27434290 12390151 15.171016 7833804 24566444 26253102

Cash

Number of returns 90.287 14935 17378 16042 12390 6.988 5244

Amount 11.913234 657312 1161494 699182 239445 239067 847607

Smings end tsnlporaiy cash investments

Number of returns 84127 14099 13577 16226 10569 8186 6338

Arnoust 49232764 4137227 3049466 4114547 751448 186542 7813990
Amorsita receivable not

Nuniberoireturns 52759 3685 4008 6802 6150 1.310 4028
Amount 43258364 2343389 482.270 1756518 572964 58291 2415897

Pledges receivable net
Nianber of returns 7288 123 94 296 168 13 140

Amount 5.132401 28020 4090 95735 8652 49 43582
Grants receivable

Nuntheroreturns 11146 396 24 160 48

Amoirni 3208738 90603 4859 17367 947 643 10750

Receivables doe from officers drectora trustees and

key employees

Number of returns 2.757 37 172 248 62 30 68

Amount 297913 17545 9629 5.865 1558 85 6067

Other notes and loans receivable

Nuntherofretruns 13635 1218 1054 1512 810 280 301

Amount 15398324 6729463 220402 363019 96677 810478 88211

Inventories for sale or use

Number of returns 24726 2382 699 1808 5716 4456 62

Amount 4828299 72166 18698 178548 103423 31999 15861

Prepald eenses and deterred charges

Number of returns 45078 2589 2835 6177 4487 1265 2149

Amount 5396331 243538 57438 209830 88518 19779 73111
lometmetiaescadse

Nwnberof returns 22808 1649 2605 2480 676 1521 2409
AmoraL 174775704 3940566 4212640 4038775 172881 15680933 13940242

Investments-land bulk5ngs and equipment minus

eccunsiatad depraciatioro

Nraniteroretunrs 13377 1745 1403 1587 1154 719 240

Amourf 9.751361 1434975 200245 359620 412307 457140 234111

Investments-other

Numberol returns 8923 501 1528 1183 456 317 544

Amount 42311082 1046864 575779 805507 46876 4134862 1331908

Land buildngs and equipment minus accramisted

deprecndooi

Number of returns 74.113 7.819 10536 9021 9238 5281 1282
Amount 185176.519 4763302 1886436 1974693 5106025 1419051 318155

Other esse
Nuntherof returns 41566 4251 5410 5.398 3254 2129 5.505

AmoraL 32962180 1929319 508715 757.812 143889 969524 1126210

Total lIabIlItIe and fund b.tancelflst wrath

Number of rtwT _.. 123336 19195 20571 19749 14451 6045 5552

Amour 563.573.207 27.434290 15.390160 15171015 7533804 24566445 26253102

Total UabIIItlea _____ 257.845456 16895905 1666918 5207247 2425740 19698192 10194918

Accoraita payeb
Numberaf returns 78070 5947 8271 10442 7190 4409 4345

Amoral 33913654 1890956 759641 1229489 474898 166966 3041936

Grants payable

Ntsnbercf returns 4929 437 64 137 152 145 49

Amoral 3.311.431 117265 17088 64623 3101 23329 76503

Support and revenue designated for future pedode

Number of returns 16450 619 283 2.110 885 501 308

Amoral 8.325251 377481 56505 546987 83822 39512 293676

Loans from otflcera dractora tneteea and key

Numberofretums 4914 81 55 113 194 95

Amoral 528716 10352 3424 5141 26388 878 112

Mortgages and other notes payable

Number of returns 36489 3981 2600 3.805 4892 2799 117

Amount 106034115 10657417 439881 1352294 l328 277 99692

Other tuMbles

Number of returns 35.487 3.668 3986 5.989 4892 3026 2940

105539289 5842.433 610379 5008714 508.648 19.195.539 6.682.996

Total fund batancafust wash and of year
Number of rstwos_...... 123195 19003 20512 15.799 14451 5045 6334

325927750 8735396 10503245 8969711 5407663 4896863 16058157

Total vsnus
Nwnbsrofrstwa......... 124233 19277 20891 19875 1448 5129 5.559

354.846571 18134295 11015270 14246525 5288359 6398219 40399254
Total ourlrtitaione received

Nranbetof reSins 104144 8738 1832 4545 2508 4138 368

Amoral 69061529 1229205 271593 877893 31 .782 77097 1069979

Coildeutlona received from drect prArllc atçport

Number of retume 94.614 itao 1.476 3243 2119 3883 284

Amoral 32.485.688 548789 89239 108624 24449 85002 744713
Cc60tons moeiv.d from Widmot pthtu

........- 28441 1482 206 651 486 542 114

Amoral
............. ............ .... 6.248988 73951 111760 38 8879 12.05$ 213557

Footnotes atendoftaCle



Charities and Other Tax-Exempt Organizations 1988

Table 3.Returns of Organizations Tax-Exempt under Selected Subsections of Internal Revenue Code
Section 501c Income Statement and Balance Sheet Items by SubsectionsContinued

figures are estimates based on samples-money amounts are In thousands at dollars

__________
Organizations tax-exempt under Internal Pevenue Code section

___________
bern 501 cç3 501 c4 501c5 501c6 501c7 501 c8 501 c9

Total r.vsnu contlnu.d

Total contributIons received continued

Gceensnent pants
Number 01 returns 36332 2371 413 1306 49

Amount 30.329854 606465 90585 442447 654 28 131409

-- ---emseM08
Numberof returns 72233 6.927 5248 12.625 7121 3604 6685

Amount 239292.958 10189515 2249418 5646022 931089 4858106 32.774.514

Membership dues and assessments

Number at returns 30954 12.786 19.145 18219 13270 7666 1337

Amount 3971042 1830416 7001456 6351107 2.965.214 480707 3267342

tnterest on savings and temporary cash Investments

Number of returns 98505 16381 17936 17936 12185 6789 7142

Amount 5556501 768228 369405 408011 72761 74080 843098

Dividends end Interest from securities

Number of returns 21 .499 1.353 2229 1907 999 1167 2174

Amount 11151825 301730 234533 218873 12047 429870 869999

Net rental Income less
Number ci returns 16361 3303 3.704 2028 3037 2052 114

Amount 837.023 202802 29590 20.597 36544 28648 1563

Gross rents

Number of returns 16561 3299 3714 2035 3015 2052 115

Amount 2231696 215373 06025 84996 70763 60.910 8014

Rental espermes
Number of returns 6934 1452 1272 825 1266 666 74

Amount 1394673 116572 67338 74399 34219 32261 4451

Other Investment Income

Number 01 returns 4164 338 516 260 287 302 325

Amount 2547.801 30367 19149 11975 3100 27306 41871

Total gain loss horn sales of assets

Number 01 returns 19185 1223 1480 1381 803 559 1418

Amount 6435260 821979 68187 82194 26701 43050 100540

Gain toss Oalan ci securities

Number 01 returns 11453 415 442 450 155 329 1355

Amount 5597235 820362 39.032 11.938 4702 30578 95062

Gross amount from sales

Numberof returns 11190 460 519 470 156 336 1497

Amount 126282098 3713.845 4204326 1361229 45681 1029651 30151434

Cost or Other basis and sates expenses

Number of returns 10358 396 492 454 149 287 1478

Amount 120684863 2893483 4.165295 1349290 40978 999073 30056372

Gain toss sales of other assets

Nurnberotretums 9841 860 ltt6 1004 670 292 102

Amount 838024 1617 29.155 70256 21998 12472 5478

Gross amount Iron sales

Numberotreturns 8729 826 1140 915 597 316 153

Amount 2913902 94942 62077 156808 68774 31377 386137

Cost or other basis and sales expenses

Number of returns 6905 600 655 787 471 119 150

Amount 2075878 93325 32922 86552 46776 18905 380659

Net Income toss fundralaing

Numberot returns 29315 7954 1030 3196 2208 3124 85

Amount 1314533 177833 15310 85615 5785 115509 2872

Gross revenue

Number 01 returns 29689 7934 1929 3.196 2209 3078 88

Amount 2440879 693837 63.256 275936 73338 340238 5.685

DIrect expenses

Numberof returns 25271 7023 859 2977 1874 2744 81

Amount 1126345 516005 47946 190.321 47552 224728 2813

Gross profit toss sales of Inventorv

Number of returns 17461 3069 1333 1641 6.122 3.125 32

Amount 4627496 117873 22477 85980 999687 185031 2143

Gross sales minus returns and atowances

Numberot returns 17454 3.035 1497 1642 6122 3.125 32

Amount 8639199 460254 46293 303.577 2.090.201 437977 46818

Cost of goods sold

Nurnberot returns 15120 2819 1315 1212 5995 2976 32

Amount 4011703 342381 23816 217597 1090.533 252946 44675

Other revenue

Nuniberot returns 50212 7431 10683 9730 5154 2595 2283

Amount 9850597 464345 734153 658259 163668 76813 1405334

Total sxp.naea
Numberoflr.turn ___ 123445 18.817 20.676 19815 14426 8.114 8858

Asnount........... ...._..__......_..__ 330814889 14984144 10296572 13319817 5027458 6174327 40.584915

Prngam seM
Number of returns 115587 16683

Amount 281.543233 12628522

Management and general

Numberof returns 98.896 13858

Amount 45169003 2148938

Fundrelslng

Numberol returns 34952 2.638

Amount 3.215.319 137609

Payments to situates

Number ci returns 4.913 2629 11339 1546 813 3.242 57

Amount 880.049 63.792 1235988 80.011 9.244 24.887 2.003

Exoludes private foundatIons and religIous organizations

totappucacie 67
NOTE Detail may not add to totals because 01 rounding



Charities and Other Tax-Exempt Organizations 1988

Table 4.Returns of Organizations Tax-Exempt under Setected Subsections of Internal Revenue Code Section

501c Total Functional Expenditures by Subsections

At figures are estimates based on samples-money amounts are in thousands of dollars

__________ C-anizations tax-exempt under Internal Revenue Code section

Item 501cX3 501c4 501c5 SO1cX6 501c7 501cX8 501c9

Numb.r of r.tuns............................. 124233 19279 20697 19875 14488 8129 8889

Total functional .xp.ndltur.s

Numberof returns 123384 18817 20676 19815 14428 8114 8868

Amount 329934808 14920361 9060587 13239806 5018214 8149441 40582912

Grants and allocations

Numberot returns 29.843 6022 4.497 3.886 1128 4475 147

Amount 16546.087 335.478 112.479 216228 6729 128.811 439141

Specific assistance to individuals

Number of returns 10.844 1.694 856 647 386 1233 246

Amount 18075734 205.285 14245 26.670 3362 11938 619604

Benefits paid to or for members

Numberof returns 1.838 2073 6.103 1035 971 1987 7272

Amount 1.585.037 5.559.922 861744 434.245 19.866 3.571469 33681731

Compensation of officers directors

Nurnberof returns 34456 3842 15811 7346 1627 5166 3324

Amount 3080552 126706 898634 528314 35.897 50771 308129

Other salaries and wages

Numberof returns 84224 6428 14210 11588 8678 5542 1559

Amount 115424408 1517945 1678193 2492333 1626100 511393 389815

Pension plan contributions

Numberof returns 18191 767 5464 3767 642 195 677

Amount 3109168 45.895 217048 129265 17309 31868 71491

Other employee benefits

Numberof returns 51759 2.174 6560 6793 2871 652 1380

Amount 11685206 172.737 263702 270996 105443 23979 737041

Payroll taxes

Numberof returns 72422 5729 13660 10842 7901 5758 1.811

Amount 7523589 103.212 224570 218244 209502 64980 50953

Accounting tees

Numberol returns 69.914 8773 11083 13.415 7.285 4.079 4295

Amount 740823 32.538 50857 69994 35166 14.592 59.365

Legal fees

Numberof returns 30241 3932 7430 7392 2531 1317 3196

Amount 867376 48.617 191643 255481 14708 13754 72063

Supplies

Numberof returns 99801 13996 14.192 15083 11155 6710 2144

Amount 26474069 201103 118.769 195033 222408 49639 53704

Telephone

Numberof returns 87609 9076 12.611 15089 9807 5304 1.612

Amount 1865150 72.176 90604 130171 47518 28349 12547

Postage and shipping

Nurnberof returns 77904 9.156 10066 15280 6705 5251 2106

Amount 1470989 154850 68309 223409 23436 17358 26018

Occupancy

Numberot returns 82061 10018 13.118 13235 11.707 6581 2.171

Amount 8956363 385532 269864 501902 642130 156342 139489

Equipment rental and maintenance

Number of returns 62506 6.702 6446 8489 6968 3501 711

Amount 4.164843 102784 66290 135347 173.352 32495 21.725

Pnnting and publications

Numberof returns 74743 9167 8.524 15876 7340 5.242 2130

Amount 2.693091 261536 153007 650594 54811 40752 25.723

Travel

Nurnber of returns 71.278 5.101 8607 11639 2794 1592

Amount 2.610497 103859 238.562 374.334 27.985 22.920 7129

Conferences conventiona and meetings

Numberof returns 53212 8948 12.955 16352 3.271 5256 2081

Amount 955860 85594 181235 827860 33459 35395 12522

Interest

Number of returns 40501 4782 3232 4.339 5428 2.910 360

Amount 7.459644 950.508 30.784 64086 109356 22858 10256

Depreciation depletion

Numberof returns 66270 5883 7.781 9.082 7.214 2.878 1.364

Amount 10968281 250613 117581 209367 344135 51304

Other expenses

Nurnberof returns 119458 18103 20275 19552 14194 7.910 7306

Amount 83509387 4.207.193 3222668 5285930 1.265540 1268470 3810901

Exdudes pnvate foundations and relious organizations

NOTE Detail may not add to totals because of rounding
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Charities and Other Tax-Exempt Organizations

Highlights of 1989 Data

by Cecelia Hilgert and PaulArnsberger

Organizations Exempt Under Code 990 This latter form was introduced in 1989 for smaller

Section 501 c3 organizations those with
gross receipts of less than

The Internal Revenue Code classifies nonprofit organiza-
$100000 and end-of-year assets less than $250000 Data

tions into 25 subsections some of which may be eligible for
from the Form 990EZ do not correspond on line-by-line

tax-deductible donations under section 170 The organiza-
basis with the data from the Form 990 in this article they

.tionthat are exempt under section 5Olc3 receive the
are combined where applicable

largest part of tax-deductible donations and Se vices æey
total ofi 33 ofthe394 nonprofit-charitable-

are organizations whose purposes are religious charitable
organizations recognized by IRS were required for file

scientific or are for the purpose of testing for public safety
information returns on Forms 990 or 990EZ The number

Their activities are restricted in that they must further one
of required returns filed showed larger increase for 1989

or more of these exempt purposes Examples of these percent than had been registered for 1988 when 2-

organizations include nonprofit hospitals nonprofit
percent increase occurred This overall increase in the

universities and schools youth organizations community
number of returns was evident for both smaller-sizeorgani

fundraising campaigns public charities and environmental
zations those with assets of less than $500000 and for the

support groups They must serve the public good as larger ones those with assets in excess of $10 million

opposed to private interests Under the Code these
both of these size categories showed gain of percent in

organizations may not distribute net earnings to private
the number of returns ified for 1989 from 1988 Organiza

shareholder or individual In addition they are restricted in
tions with assets of less than $500000 accounted for more

activities that could influence legislation and they cot than two-thirds of all the returns filed for 1989 while the

participate in
any political campaign on behalf of or in

larger organizations represented percent See Tables

opposition to any candidate for political office
through for complete data

The revenue and assets of organizations exempt under
Organizations Exempt under Code

Internal Revenue Code section 501c3 except private

foundations and religious organizations showed continued
Sections 501 c4 through

increases for 1989 Total revenue rose by 12 percent to

Organizations exempt under Internal Revenue Code

$398.6 billion of which the organizations program activi-

sections 50lc4 through are diverse in both their

ties provided more than two-thirds of the total $272.1
functions and financial makeup and unlike the organiza

billion Total assets grew by 12 percent also to $655.4
tions exempt under Code section 501c3 most are not

billion see Figure These statistics are based data
eligible for tax-deductible contributions Financial data for

from Form 990 Return for Organization Exempt from
organizations covered by these Code sections also based

Income Tax and Form 990EZ the Short Form of the Form
on IRS Forms 990 and 990EZ are presented in Tables

and Figure shows comparison of selected data of

organizations exempt under sections 501 c4 through

from 1988to 1989

Three types
of organizations exempt under these sec

Selected Data for Nonprofit Charitable tionsbusiness leagues chambers of commerce and real

Organizations Reporting Years 1987-1989 estate boards section 501 c6 civic leagues and social

amounts are in billions of dollars

_______________________ _______ ______ ________
welfare organizations section 501 c4 and labor

Item 1987 1988 1989
agricultural and horticultural organizations section

501c5each filed over 20000 Forms 990 and 990EZ
Nunter of returns 122018 124232 133.157

Total assets $529.5 $583.6

Civic leagues and social welfare organizations section

Total revenue 310.8 .6 398.6
501c4 reported the highest asset base $33.0 billion

Program service revenue 211.9 239.3 272.1 for 1989 followed by voluntary employees beneficiary

Contrbutlons gIfts and grants 61.7 69.1 77.0

Dues and assessments 4.2 4.0 4.7

associations section 501c9 and fraternal beneficiary

Other 330 42.3
associations section 501 c8 For each of these see-

Total expenses 288.7 33o.8 371.5 tions smaller organizations assets less than $500000
NOTES Detail may not add to totals because of rounding Nonprofit organizations accounted for greater share of total assets than similar

exclude private foundations and religious organizations
sized organizations exempt under section 501 c3 69



Charities and Other Tax-Exempt Organizations 1989

Selected Balance Sheet and Income Statement Items Specified for Organizations Tax-Exempt under Specified

Internal Revenue Code Sections 1989

Money amounts are in millions of dollars

Internal Nurrer of Total Total Total Total

Revenue cocte returns assets flab fifties revenue expenses

sectIon 1988 1989 1988 1989 1988 1989 1988 1989 1988 1989

10

501c4 19279 21223 $27434 $33029 $18696 $24235 $16134 $16546 $14984 $15756

501c5 20697 20659 12390 13243 1887 2189 11015 12024 10297 11649

501c6 19875 21545 15177 17270 8207 10129 14247 15921 13320 15962

501c7 14488 14877 7834 8621 2426 2717 5268 5634 5027 5384

501c8 8129 8543 24588 25162 19699 20109 6396 6310 6174 5935

501c9 8889 9591 28254 29378 10195 10428 40399 45304 40585 4.4274

NOTE Detail may not add to totals because of rounding

Half of the organizations exempt under these Code see- and horticultural organizations section 501c5 business

tionscivic leagues and social welfare organizations see- leagues chambers of commerce and real estate boards

tion 501 c4 fraternal beneficiary associations section section 501 c6 and social and recreational clubs see

501 c8 and voluntary employees beneficiary associa- tion 501 c7 on the other hand all received membership

tions section 501c9reported program service rev- dues and assessments as their primary source of revenue in

enue as their primary source of revenue Labor agricultural 1989

70



Charities and Other Tax-Exempt Organizations 1989

Table 1.Form 990 Returns of Tax-Exempt Section 501c3 Organizations Selected Income Statement and

Balance Sheet Items by Size of Total Assets 1989

Al flgw..ii .simats 5usd on unIss-mon.y atnotsis Sr Itroussists of dolarsi

Slz of to asset

Itun Total $100000 $500000 $1000000 $10000000 $50000000

LSrdsr widar tmd.r tmdsr ud.r or

$1000002 $500.000 $1000000 $10000000 $50000000 mors

lIjntscirs9flfla...._ 114724 37002 34237 12549 00118 4756 2100

TI assets 654.632251 1364423 8537.680 8955274 71243487 105912000 458619.355

Ca
rSfms. 91486 -- 30.001- 27.890 9.000 18278 3679 1.543

Amount 10892852 300278 781055 492672 2199338 2180705 4915803

SsoSrgs and tatr9orsry cash krvssfrnsnta

Srtrorot ret.uns 81.626 22687 25460 0.568 18.005 3.611 1.610

Amount 51898985 512642 2538837 1959.984 10.314109 9964583 26608830

Acorarda rsoetvat4 not

pUrt.rofr.tums 5O3O 9167 14.565 7.091 15.301 3.954 1.952

Amout 47744.685 75.370 675.017 630.426 4206689 8.660962 33.404.219

Plodgas mcsksbt 4sfl

16r64rof r.tuns 7462 658 1.324 1124 3085 834 347

Miout 5.684109 6170 99895 137.377 1.548.127 2.125.289 1.067.452

Gratis mcV.sbta

Pbntr.rofrotjlfl$ 12627 2300 4.109 1658 2994 540 396

Amount 3.452.787 44994 207.095 161.088 1.019.312 562.598 1437702

Recelvotis ji from oflosra dr.of or trusts. and

losy .ms
.-

2745 861 568 375 589 199 154

.OjruOut 278.750 2.600 4562 12183 19265 54.260 175417

Oth.rnota and loans rscetosfrl

54yfr.rol r.tums 12.977 962 2478 1.632 4779 1.957 1.169

Muourt 17.852.017 7.096 152.224 180.281 1.688.677 2.685.350 13140.388

Iomntorlss for or us
Iüt.rof rsfulns 24621 3596 6311 2783 6916 2790 1624

Amount 4.625.428 32649 146.704 76.330 734205 1.016217 2.600.321

Pr.psJd .ensss and dslsrTad dlarg.s

Mida.rof rabJms 47503 7445 13295 6379 14793 3759 1.842

Anout 5525.451 18000 104.907 122.478 676625 1100.430 3.500.670

lras.Vn.ntssant9sa

tijyt.rof r.trmrs 23408 1215 4773 3426 9472 3021 1.400

MiOrmt 208.163.956 23882 572306 1.009273 12411.048 23783.706 165.364.743

Invsstunt.4and brdckrgs end sqJprrsrd niriJa

eccunoistad dipr.datlrsr

Piartsrof r.Smra 17699 5470 4949 2.007 3.705 973 504

An%out 17338.135 71.733 550692 569.326 4.072.288 3.008.103 9.052.013

lnussbnanta15t

P4jt.rof robins 6809 305 1481 1.070 3445 1506 996

Mormt 49629.476 10321 170645 185.306 2.080279 4578.894 42003.832

Land bria and sqijm nirus aorozraiatsd

d.pmdatlon

p5rarof r.Sjrns 67.992 14463 21.241 8.760 17470 4.066 1.963

Amout 189014.984 200522 2.334.577 3143194 27.185309 40253452 125897930

Oth.rsss.ts

P.yt.rot rsturna 39856 6260 10750 4.999 12200 3.454 1.790

Amount 37837634 35611 199152 281354 2997834 5907.450 28.416.034

Total UshflW.s and fund b.furanet wooll

Nmo1r.8ns 114014 37 34007 12.549 23118 4756 2133

Amcunt........ ............ 854832298 1364457 8537694 6955270 71243409 105912023 458619355

Total UIIIttsS .. 293725281 576973 2.553805 3.059500 28.91 7.503 41654.642 216.062679

Accrarts psyabi

Moitrorof r.bjms 74915 16968 924 9365 19488 4397 2075

Amount 48193768 209723 763816 735965 4948672 8517210 31019379

Gratis pavolls

161rt4ro1 r.fuma 4790 810 1453 826 1217 334 146

Am it 3685295 35118 80413 79.972 518438 977015 1085337

Sr.93ort and ravomis dsltyratsd for tiurs p.ulods

l8rrtorof means 17483 2532 4502 3077 5659 1169 434

NnoIItt 9.717013 51247 262056 343.093 2605319 3038955 3476343

t.oana from 0180511 drsdor trustasi 51
sow
Skm.rol rsbjrna 4.483 2634 1.088 214 455 56 16

Mrorrt 320.931 52.499 31056 4.974 106449 56647 69.307

Mortosgas and other not. psyabi

I44i64rof rabjms 38005 4881 11295 5780 12209 3005 1674

AmOult 119251898 130360 1090295 1500.178 17184313 21428375 77930368

06r.rfleb8tls

ttztt.rof rsbnrra 35938 6127 9142 4.657 11195 3083 1634
Amout 114556362 00008 387254 305407 3.554310 7638439 102481.044

Total fund b.Ianosto.t worth and ol yes
NraiterofrsilnS 113687 37272 33993 12549 23056 4745 2.131

Amount 360007021 787483 5993805 5805681 42325.995 64257381 241656675

Total ravenus

114724 37932 34237 12249 23118 4756 2133

Amount.. ___ 397702000 5500375 13901411 0938418 54050887 70461149 243781805

Toot oroditulons received

Skat.rof means 95.683 31 .540 29.290 10515 18531 3930 1.847

frrrout 76509728 2838.800 7594780 4849345 19732156 13054328 28.440.330

ContilbuSons received from stred pr.880 mport

Nunb.rof return 87.007 2t765 26.547 9.542 16.817 3.678 1.650

Amount 35628.100 1.389.493 2750530 2590381 8.399210 7816088 12282.400

ContlibuSons recsivad from Indred pub seçport

Ntrrb.r of rstuna 23.000 7090 7.773 2.798 4.934 861 540

Amoizi 7.006.648 262415 581230 440425 1.766.596 1.820.600 2.117.382

Foovrot.s at end of tibia



Charities and Other Tax-Exempt Organizations 1989

Table .Form 990 Returns of Tax-Exempt Section 501 c3 Organizations Selected Income Statement and
Balance Sheet Items by Size of Total Assets 1989Continued

IN lw. it .18451. bu.d on l.1..monW.mou86 ii In 8lOUISnd of doll

Size of toll essets

Toll $100000 $500000 $1000000 $10000000 $50000000

LIndsi md irdor uidsr uld.r or

$iOO0002 $s0000 $soooo00o more

Tall r..w contInued

Toll thtu8ons rscsWe.d conlrued
Govsnm.nt WV

le.mth.rof r.tun 35597 11192 11100 3987 6919 1.460 939

Anmt 33.880.984 1168905 4263000 1616539 9.566.350 3.417.842 13448547

Pror.m s.Mc rsosoue

Mthsoof rstolnt 8988 18992 18268 8.135 15.881 3.852 1.887

Amout 271.902487 1.957420 4900825 3978799 28189385 50350 182853.901

Msrrdsr 8i end s.ssouees

Pthterol r.tUTfl 27008 11.647 7605 3.183 3903 492 187

Mout 4.825.743 232.788 446.118 .804 1.130.876 975.300 1.626.257

IIlerW on .args sod t.oporlry oeih tIwss88Inls

P11ids.r of mOnt 93588 28005 28687 10.917 18540 3.790 1707

Moit 6.477724 47123 208.391 170536 1133699 1252.389 3.865.676

DMd.nds sold Inters.t from s.ajittlss

PIa1t.rof rsbJIfl 52186 2020 5612 3212 7529 2505 1284
Morit 13577296 3710 64157 88054 837219 1630721 9953436

Nst rsntal licom loss
trt.rof retuIns 17506 1975 4488 2472 5867 1.671 1.036

Nnmzt 905355 11.969 48.631 68800 234.524 160.063 381557

aloes rant.

Mrt.rof eOn 11.604 2.025 4.488 2.499 5887 1.686 1.040

Amout 2.152.808 22758 87.577 94.882 943.238 346.233 058.123

Raned cç.n..s
Mjrt.rof r.tlms 7217 656 1657 749 2804 756 568

Ammt 1.241.453 10787 38956 26.262 408711 196170 578.565

00w liw.sfrn.nl Income

lrder of rstnnt 4487 405 999 588 1453 600 441

Nnoomt 2965143 872 9090 85839 186804 2576504

Total 1n loss from .00.100155005

Pjds.rofrstjms 21338 1671 4548 2835 8016 2749 1.521

Motmt 7270696 18604 18478 59330 470384 780204 5931836

GaO loss ala of ..a118.s

Mrter of rebut 12.296 659 2068 1.739 5.084 1.029 903

Mmmt 6.183.548 -1529 23206 858 327.802 637.726 5173.485

Gloss emou6 from sales

Ntalrofr.ttan 12055 659 2.086 1685 4976 1719 670

AmasS 143277.849 44.374 133277 211.320 3.465.481 8.562.216 130.861.180

Cost orotherbaila end aeles 578sf.
Nith.rofrsttr 11062 859 1927 1852 4560 1531 736

AmasS 137094302 45903 110071 188464 3137878 7924490 125687895

Gaii loss .l..00 oIer .55.
PrMrofrstoms 11.043 1.012 2589 1257 3.784 1.446 974

Amazt 1095347 20133 4730 38472 146561 142.558 750.350

Grosó emorrf from isles

Ntmro1retisrs 9.705 911 2.359 1.097 3.215 1.240 652

Amoul 3.436.496 28.750 80.169 73.267 418075 765.714 2.084.522

Cost or other bests end as soqsos.s

Nur6er of rstran 7931 658 1828 802 2.189 1.078 775

AmolxS 2.341.143 8.617 70.892 36.792 275.515 623.155 1326.171

Net loom loss ftiialuIrg

P8ardsrof most 26645 11750 0251 2488 3702 452 173

Anuort 1373120 205777 326353 134726 481835 160299 82131

Gross r.vsoue

19.mt.rofrerums 27075 11850 8.197 2.515 3806 515 191

Amout 2615476 585799 587886 259784 778522 278569 143955

C3rede78sfsss

Pirt.rol rebuT 22267 9.977 6.477 2.193 3235 454 Ill

Amourt 1242.356 360.099 259.515 128.039 316687 119.270 61.824

Gross proilt loss sit. of bwsntory

M.rt.rof rsblm 15783 4761 4656 2.024 3342 655 346

Amoint 3.651.744 106.337 138.811 80.179 729.724 685.030 1.911.663

Gloss sales n4rue rebut .txt atlowenoet

lIOn erof r.tuns 15788 4710 4757 1996 3330 657 347

Amourt 7.320.975 241655 364209 171899 1744285 1555058 3310870

Cost of goods sold

l4zr84rot returns 13.788 4.051 4.041 1.037 2927 682 328

AznmmL 3742232 135317 225398 97721 1014562 870028 1399.206

Other reesmi

of rebutt 39.509 8.763 10.274 5111 10.760 3.028 1.552

Mout 9534765 76940 233987 280011 1.028.519 1553792 6364515
1.0.1 .t.ne.s

Ntat.rolrsfums....... 113.783 37.878 33.917 12.496 819 4.743 2.130

370697071 5474747 13441780 9465077 50.363.340 65730124 226.223003

Progmm ..Moes

tIOrthsrof r.lUma 107.709 35.197 32.096 12087 21689 4.589 2.091

Amout 315.930.581 4.290.783 10.889576 7659988 41689245 53.648.639 197512269

Mans9ument sod ganirl

P6z84rof return 93851 29171 28014 10739 19787 4233 1906

Motmt 50.000.019 981260 2.283.735 1.514.823 7.733.933 10.503.079 26913.189

FordistUg

19nmr of rebut 33765 9722 8948 4148 7303 1802 841

Mout 3505846 173740 213343 180759 821305 832855 1283844

P.wnsnt to .118.15

P8ir6srol rebun 5.230 1419 1.591 615 1288 199 118

Mout 1242.493 28204 45.121 49527 178.897 445.554 494.600

72 Ex.0jda pdvstsfoudolons

lnolJdos ass. zero or not reported bsorrretes Ii ma 00011111810051 be uesd wIll Ceuron DI00.les 8iS 0If.J rwb.r or ssnrple returns ration may are bleed

trgenzatlons wrIt and-ol-ysar tore essstslass 81sf 8250.003 sod 91051 r.csçto less 01Sf 3100000 may11 torm 8IOOL

NOTES 0.0001 may not add to tolls b.c.js of rasI Norprofit dalt.bl ogaila8or .xdsde pilvstslourd.8orw sod rsllorn org.rfza0ons



Charities and Other Tax-Exempt Organizations 1989

Table 2.Form 990 Returns of Tax-Exempt Section 501 c3 Organizations Total Functional Expenditures

by Size of Total Contributions Received 1989

All figures ar estimates basod on samplesmoney amounts are it thousands of dollars

Size of total contributions received

Item TotaI No $1 $25000 $100000 $500000 $1000000 $10000000

contributions under under under under under or

___________________________ ________ received $25000 $100000 $500000 $1000000 $10000000 more

Numb.rcrsturns............ 114724 19061 22357 24977 29371 8009 10057 891

TótilfUi4tIciil.ipindltüriiF
Numbsrofr.turn _.... 113781 18535 22145 24849 29329 7996 10036 891

.... 369436571 53509562 30589310 25439061 56716491 28914569 94320766 79946812

Grants and allocations

ifumbarof returns 28226 4255 5503 5654 6936 2007 3359 510

Amount 18295362 1011584 325316 304097 989284 754557 5164585 9745937

Specific assistance to individuals

Numberof returns 10.197 712 1495 1823 3447 1107 1489 125

Amount 18490455 6849887 9115419 88464 183282 176898 975854 1100651

Benefits paid to or for members

Numbejof returns 2968 506 538 819 651 164 275 14

Amount 1537265 887681 442238 8215 66294 7461 60825 64551

Compensation of officers directors

Numbetof returns 34.770 5.406 5073 7338 9788 2614 4052 498

Amount 3.418.711 614435 237289 386012 653405 283952 846136 397482

Other salaries and wages

Numberof returns 81.188 10459 13.112 16707 23610 7184 9300 816

Amount 130054443 12084944 7.874.157 9890303 22450357 11344365 36914145 29496173

Pension plan contributions

Numberof returns 19771 2413 1841 2633 5803 2455 4084 541

Amount 3664547 388809 123409 174.907 462939 203038 1007330 1304114

Other employee benefits

Numberef returns 53667 6.707 6869 10.137 15512 6005 7.713 724

Amount 13808068 1404334 769942 1028059 2383690 1197179 3714528 3310336

Payroll taxes

Numberof returns 70481 8981 11551 14864 21076 5789 7561 660

Amount 8630249 753887 563605 698301 1565.605 806919 2393619 1848313

Accounting fees

Numberof returns 69515 11655 12091 13975 19120 5158 6830 686

Amount 826829 99742 63704 79671 155020 73252 248764 106675

Legal fees

Numberof returns 30061 6216 4268 4830 7417 2317 4392 622

Amount 910698 179831 54759 70958 147964 69.905 231182 156100

Suppbes

Nurnberof returns 90813 12.121 17180 19859 24800 7220 8857 777

Amount 29208152 3096726 1806157 2596583 5819080 263t284 7876.507 5581815

Telephone

Numberof returns 80378 10.211 13573 17404 23682 6620 8172 716

Amount 1990334 190033 120702 138747 290454 147.710 578118 524571

Postage and ahipping

Numberof returns 70683 7569 13156 18.428 19944 6017 6.901 670

Amount 1563781 145825 62169 81396 244770 106077 446842 476702

Occupsncy

Numberof returns 81314 10956 14441 16619 23140 6638 8773 749

Amount 10527978 1173415 76205t 781201 1868.878 847842 3010986 2302705

Equipment
rental and maintenance

Nurnberof returns 59680 6799 9.905 12397 16896 5869 7140 674

Amount 4681820 528.024 265078 376190 819390 399774 1304321 989.044

Printing and plrcations

Numberof returns 70870 7884 13332 15498 20428 5895 7.317 715

Amount 3054184 252336 100038 181951 813847 228237 846841 830935

Travel

Nurnberof returns 64330 8455 8888 14.102 19839 6209 8111 729

Amount 2752529 238564 103.913 159853 322101 181399 841152 907746

Conferences conventions and meetinga

Numborof returns 49619 5495 8883 10919 14121 4462 5217 522

Amount 1089428 126475 81821 90701 193061 91263 219171 227136

Interest

Nurnb.rotrsturns 39692 6517 6070 7554 11263 3055 4810 424

Amount 8504754 2199771 618424 709057 1434669 687724 1681931 1173178

Depreciation depletion

Numberof returns 65945 9858 10423 12531 19904 5623 7.278 528

Amount 12301193 1672881 922025 1200925 2581289 1175312 3184148 1564613

Other expenses

Numb.rof returns 110.706 17335 21.907 23972 28767 7848 9990 887

Amount 93.893.478 19607978 8174909 6395726 13636251 7452582 22.821.496 17804534

Excludes private foundations

NOTES Detail may not add to total because of rounding Nonprofit chartiabis organizations sacluda private foundationa end religious organizations 73



Charities and Other Tax-Exempt Organizations 1989

Table 3.Form990 Returns of Organizations Tax-Exempt under Selected Subsections of Internal Revenue Code

SectIon 501c Selected Income Statement and Balance Sheet items by Selected Subsections 1989

IA8 6gse em esdmstes baeed on eense-rnonsy wnOrrde em thou.ende of deflerej

hem ________ Oenizatiofli tax..xsn3 under Internal Revenue Cod eentión

___________________________________________________
5Olc3 501c4 501c5 501c8 501c7 501c3 501c9

Nunoro1r.Wme........................................._............................ 114724 16.174 15.883 17.902 12498 7219 9110

Tot.J 654632251 32192055 13026283 17.1 47.617 8486600 25.052687 29.361.580

Ntmt.rofretume 91486 12901 13310 14.847 10598 6459 4.797

Arnout 10892852 601629 1169991 631607 291730 283471 797.299

Sanings end twoporery ceE wsstm.nt

Nrt.rofr.hune 81026 11913 10187 15191 9016 5162 6662
Amout 51.988.985 4671388 3304739 4500481 797623 792759 8027097

Accorirte rc.lv net
Nur.ro1rstume 52030 3322 3512 6764 5766 1182 4248
Amout 47.744.685 2.315.837 512.098 2.308.523 612124 37.895 2.854.357

Ptadges recelveta net
Nuit.rotmturne 7402 82 106 118 108 29 107

Amout 5884109 36.813 23868 61966 5838 1875 34806
Grant receivable

Nur8.rolrefume 12027 238 43 229 21 42

Arnout 3452787 117269 7328 24827 151 1460 20171
Rec.lveil.e dj from offiowe r6mofore tluete.e end

key wnploy..
Nirter of rebzne 2.745 115 227 252 138 22 48

Amout 278750 28.592 29834 7668 1.588 40032 1454

Othrnotasendleenerecelveble

Nrrth.rolr.tuine 12977 857 935 1363 738 311 332

Mout 17852017 7055059 276.450 357435 87406 281347 124312
tnv.ntort.e for eel or us

NLsther of retire 24021 2389 565 1936 5397 4386 78

Arnoust 4828426 94854 15.355 124.719 110.790 32984 4221

Prepeld ro.nee and deferred dreipee

Nirt.r of rabmr 47503 2838 2466 8372 4429 1248 2234
Arnout 5525451 150.007 95214 233136 96514 15271 75.788

tnve46nerrte-.eajzl6e

Nijitherofretone 23406 1490 2175 2404 731 1549 2462
Ainoust 203163956 6928368 4381.843 4859.818 183373 12109098 14707655

tives8nenten bUdnge end smintmhm
ecairniated d.preda8on

Nrrterofre8jins 17.899 2.196 2094 2.507 1.808 937 277

Arnorrt 17338135 1413095 250530 350818 744516 450882 88888
Invu88.nte-oth.r

Ntrt.rof returns 8803 531 1.288 1136 467 356 549

Arnout 49029476 2219291 720505 891283 54833 2956162 1441290

Laid bilr8nge end eqinwit nârnjs scairnieted

depredeSon

Nrziterofreftrrne 87.982 8.738 8271 8.084 7.418 4811 1259

Arnoret 1990l4984 4338992 1902175 2112118 5243.801 1733144 291090
OSar aes.fr

Nait.rolr.tume 39856 3511 4131 5140 3013 2400 2334

Arnouit 37.837834 2826829 338350 813655 231305 6376298 913148

Totel IlluItIe end fund beluruelnot worth

Itcotherotrsiume ._........ -...._....__.__ 114.014 18.132 15.883 17860 12.456 7204 8.581

Amount
........... .... 854632298 32792055 13026285 17147614 8488.598 25052879 29.381580

Totel 293725281 24213829 2165613 10121949 2895296 20099.902 10427039

Mcozrts payette

Nrrt.r of returns 74915 6092 6797 10131 8706 4.176 4801
Arnouit 46193766 3524387 887258 1440.728 541208 378342 4843790

Grant payable

Nirtar of retume 4790 391 39 151 30 148 19

Arnotrnt 3685295 147.396 11.511 28459 3052 98381 26.553

ipon end rr.erro dsdgiated forfulurs periods

Nirther of returns 17463 516 236 2299 905 680 262

Amouit 9717013 414151 70029 665474 104829 31449 231883

Loans from olflc.ra dr.ctore trust.. end key

Ntrter of r.tmrs 4483 74 15 97 68 48 11

Arnout 320931 8128 528 9122 7183 120 1317

Mortgagee end other not. peyeble

Norerof returns 38905 3588 2077 3139 4757 2499 87

Arnout 119251898 10901905 531111 1436398 1.521.480 290332 75893
Other Ileblitee

Ntrrb.rofretura 35838 2.937 3611 5.656 4043 2.418 2.802

AniOrzit 114558382 9219863 685177 6.541.769 517745 39303279 5447803
Total frmd beluioebi.t worth nd of yes

t8noro1r.fum.....__..._.__............................._....__...___..._ 113687 15988 15793 17760 12427 7204 8.252

360907021 8578325 10860688 7025667 5.771.304 4952177 18934542
Total revenuer

ttntherofretume ._....._. __ 114724 16170 15883 17902 12498 7219 9110
Amaunt._ ...._ 397703028 16349325 11.766.198 15733194 5530598 6255369 45277550
Total contitbullone received

Nont.rofr.tume 95889 7651 1870 4230 1895 3716 523

Arnout 78.509.728 1471291 314305 948037 33288 78518 2539600
ContitbuSons received from dreul pithic rpoit

Nunb.r of rstume 87.007 6498 1.280 2.896 1.561 3503 429
Mroutt 35828100 740.971 71481 284384 21335 60388 2.398991

Cntrtbullons received from tidied p85c ajiport

Nunber of alum 23900 1.204 202 787 462 487 111

Arnoirt 7008848 71.946 133499 56931 10.346 17441 117328

74 Footnotes et and of labia



Charities and Other Tax-Exempt Organizations 1989

Table 3.Form990 Returns of Organizations Tax-Exempt under Selected Subsections of internal Revenue Code

Section 501c Selected Income Statement and Balance Sheet items by Selected Subsections 1989Continued

AU flgurs are soloist based on seirçl.a-money amosmis are in thr.osand of ddler.J

Item

___________
Organizations tax.xsnt under Intrnsl tisvenus Cod sestion

__________________________________________________ 501c3 501c4 501c5 501c6 501c7 501c3 501c9

Told iwenuu ocnVrWSd

Total conirtulons mcsised canth1s

Msrt.rotretrin 35.597 2.243 502 1.172 25 22

Mrout 33.880.984 664.374 103325 605.643 1.587 690 23.268

_ProgrsmuMcerevsmue__ --
Nurnberof return 66986 5988 3.914 11782 6.504 3126 7134

Ainoul 271902.487 10776.107 2.453.806 6459.124 975.381 4.978117 37396.907

MenteraT 6ju and srda
Nunber of return 27008 10362 14.699 18564 11.450 6648 1.310

Arnout 4.625.743 1.851.126 7.383.506 6.677.584 3.165.111 441.484 2301788

Interest on seig and temporary csah bwssboemU

Nunb.rol retUflis 92586 13.551 13.704 16.270 10.875 6.162 7400

AnioIil 6.477.724 833.795 439847 531.135 80.128 75.313 905.749

Dvfdsnde and interest from seaztti.t

Nuob.rof returns 33168 1.378 2.038 1.829 1048 1044 2.132

Amoul 12.577.298 254.712 230067 249.815 14889 175.101 924487

Net rental income Ioss

Nurubsrof returns 17506 2964 3.127 2.219 2606 2207 140

Arnou4 905355 190479 31631 20508 37481 23533 1213

Gross rent

PUds.rof resins 17604 2991 3150 2266 2628 2223 141

Arnoilt 2.152.808 329134 103.921 104.368 72.437 55.369 10.138

RentU SlI5is5E

tar6.rof rstrins 7.217 1.283 1.335 989 1.241 681 85

Mrout 1247453 138655 72290 83866 34954 31837 8925

Nrinb.r of return 4.487 218 388 289 150

Amoul 2865143 55681 27774 14911 3.918 15832 55927

Told osh lose from sales of assets

Nuober of reSins 21.336 1065 1.317 1.274 939 731 1442

Amoral 7.278896 132.791 108361 70.566 24.108 97.188 182209

Gain loss saleS of esaimitise

Mirterof resins 12296 484 531 421 181 356 1459

Amout 6.183.548 1673.117 3.902.425 2.139.614 32.718 605.963 37.544.885

Gross smourt from sales

Nuober of returns 12.055 435 526 383 170 330 1.448

A1TI01 143277849 1.590301 3827082 2.116.447 29344 538.970 37399670

Cost or otis basis end eels .9.rsee
Nunb.rof returns 11052 458 475 441 182 348 1344
Amoral 137094302 82817 75344 23187 3374 66992 175218

Gain lose idea of oti.ruseiz

P6ir6.rof returns 11043 649 1011 852 683 403 193

Amout 1.095.347 214.605 61.283 111.788 72.832 58.056 1.482.151

Gross amorzrtfromsslee

Nunb.rof returns 9705 348 580 687 529 259 184

Amoral 3.438499 184831 28246 84389 52.098 25881 1475158
Cost or oSr basis and sales .win.

Nunberof returns 7.931 656 1.002 898 788 404 142

Mrout 2341143 49974 33.017 47399 20.734 30198 6.994

Net income lose 1mndmIsfr

Nrjnb.rof returns 26845 6397 935 3107 1691 2.612 90

Amoral 1373120 175499 18629 72.214 20415 93910 2616

Gross r.vela

isiilr.rof returns 27075 8400 935 3105 1698 2615 90

Amotet 2.615.476 747.447 51278 238387 83.706 294.605 5.331

Obeol swum.
P6zr6arof returns 22.507 5.667 753 2899 1.488 2215 89

Amout 1242358 571947 32649 168173 43293 200894 2715
Gpo. piuf it la.. iwe at Ineantmy

Nunbarof returns 15783 3040 975 1596 5705 3169 29

Amoral 3651744 142.056 14040 101496 1010076 193743 1536
Gross eel rrtiru resins end alowancee

Mrberof returns 15788 3040 1.055 1580 5701 3.163 30

Amout 7393975 478.803 35.043 293.729 2.128.748 476.840 58.996

Cost of goods .dd

tzit.rof pollens 13788 2866 934 1229 5556 3084 28

Miout 3742232 338746 21003 192331 1118670 283096 57462
Other iu

Nunber of return 39.509 5323 7949 7695 4042 2.238 1.911

Amoral 9534765 459784 764333 588908 165621 82.624 965.519

Told swena.
tturdsarofrslwns...._......._......_.............._................_.................. 113.783 15.844 15.857 17.902 12.392 7162 9102

Amarast.. 370697.071 15572265 11403133 15785338 5284768 5888517 44249177

Program s.Mcss

Nrnb.rof returns 107709 14337

Amoral 315.930.561 13.006480

Memisgsmsot stat gsn.rel

Nurribsr of returns 93.851 11945

Amoral 50.000.019 2.327.300

Nunber of returns 32.765 2.382

Amoral 3505846 180755

Psmsnts to dIlates

Number of returns 5230 1821 9.570 1.087 590 2573 73

Amoul 1242.493 57.749 1.545.103 81173 6.688 33.874 975

Exolidse private fotthdiflons

qndrelea own assets or not reported

Eetbaat.s in frds cobim Niodd used .lti osuton bscsaes of Sri sireS urt.rof swlIe returns onisnich they am bsssd

NOTES DateS n.y not add to tolds beca98i of ora1rt NaixoItdaiuI OlgSriZolorI urduds pilvai.forslds84ls end reScus orgudatlosri



Charities and Other Tax-Exempt Organizations 1989

Table 4.Form 990 Returns of Tax-Exempt Selected Section 501c OrganIzations Total Functional

Expenditures by Selected Internal Revenue Code Sections 1989

All figures are satinates bss.d on ssniplssmon.y amozts ii in thousand of dollars

inizatlons tax.xept under Internal vonue Code 8ect
Item 501cX3 5O1c4 5O1c5 501c6 501c1 501c8 5O1c9

Numbsrofretine...................................... 114724 16174 15983 17902 12408 7210 9110

Total functlon.I xpendltures

Numbrof returns. 113711 15644 15857 17902 12392 7162 0102Amcnt 360436571 16514535 0653028 15704163 5270435 5865644 44248202

Grants and aSocatlons

Numberof retun 28226 4597 3895 4023 800 3459 272

Amount 18295382 280164 88750 315100 5050 139968 506689

Specific assistance to dlvIdus1a

Numbsrofisturns 10197 1366 374 801 149 858 256

Amount. 18490455 134819 8058 29824 530 12872 255231

Densfits paid to or for memb.ri

Numberof returns 2968 1792 5017 928 694 1702 7542

Ainourl 1537.265 5.444829 1.027.183 506258 18698 3590487 37539751

Conetisation of off jests desotors

Nuthsrof returns 34.170 3268 11.888 6860 1490 4760 1491

Amount 3418711 128381 905251 557984 35863 53113 151162

har salenes and wages

Numberof returns 81188 5968 11200 10942 7815 5024 1548

Amount 130054443 1584548 1883151 2634092 1699567 459720 328354

Pension plan con butions

Numb.rof returns 19771 770 4795 3771 645 246 719

Amourl 3664547 48187 226158 138432 15793 28218 77480

Other employee benefits

Numb.rof returns 53.687 2084 5359 6604 3020 674 1302

Amouti 13808.068 196873 278438 372239 120896 169132 510794

PsToN taxes

Numberof returns 70481 5617 11547 10121 7264 5059 1831

Amount 8830249 110624 264022 230662 223009 67609 44715

Accotatting fs.s

Numb.rof returns 69.515 8251 9369 12974 8920 4125 4465

Amount 828829 33.742 51.123 64.458 35031 14053 64083

Legal fees

Numberof returns 30.061 3144 6482 7107 1860 1176 3580

Amount 910898 66544 208006 371425 11878 7748 66727

Supphes

Numborof returns 90813 11483 10271 13479 9417 6067 2197

Amount 29208152 210060 164533 178808 210808 48536 34974

T.laphon

Numberof returns 80378 7808 9638 13449 8870 4712 1.708

Amount 1990334 70639 95073 132424 45269 21038 12518

Postage end shplng

Numberof returns 70883 7592 7778 13965 6240 4836 2160

Antourfi 1563781 164325 87274 227711 25250 21123 28542

Decupansy

Numberof returns 81314 8139 11509 12065 10455 6087 2.381

Amount 10.527878 389443 348155 521762 602682 153453 214898

Equment rnlsl end maintenance

Numbsrof returns 59680 8.272 5067 8409 8279 3263 796

Amount 4681.820 97297 84299 151797 157682 25178 18146

Printing and ptlicatiors

Numbotof returns 70.870 7104 6361 t4337 6067 4645 2133

Amount 3054184 256990 158900 645140 56028 39534 25135

TraveI

Numbsrof returns 84330 4218 6689 11258 2044 1398 710

Amount 3152520 83862 250611 392238 17161 20775 6923

Conferences conventions and mestings

Numberof returns 49619 7077 9341 14376 2845 4808 2132

Amount 1089428 88453 169441 852247 22337 38299 14805

lM.rett

Numberof returns 38602 3987 2512 4027 4866 2590 333

Amount 8504754 1081318 42485 71782 124568 22109 11164

Depreciation depletion

Numberof returns 65.945 5876 6812 9240 6849 2814 1419

Amount 12301193 236788 129334 250458 368673 57996 30992

Other exp.nses

Numb.rol returns 110705 15145 15588 17518 12224 6981 7595

Amount 03893478 4852428 3431195 7161534 1482673 873974 4311320

Excludes private fowtdatlons

NOTE Detail may not add to totals becaus of roisrdng
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Charities and Other Tax-Exempt Organizations 1989

Table 5.Form 990EZ Returns of Tax-Exempt Section 501 cX3 Organizations Selected Income

Statement and Balance Sheet Items by Size of Total Assets 1989

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

Item Organizations tax-exempt under Internal Revenue Code section

_________________________________________
501c3 501c4 501c5 501c6 501o7 501c8 50Ic9

Number 01 returns 16.433 5049 4.718 3643 2379 1324 461

Tótaiasiet 793740 -237228 216722 l22451 -154130----109585 -16034 -------

Cash savings and investments

Numberof returns 17927 4923 4691 3659 2337 1251 354

Amount 501502 162998 158474 110883 64402 53193 12603

Land and buildings

Numberof returns 4152 864 1175 337 1226 681 57

Amount 198728 56273 37360 4588 89245 48110 1284

Other assets

Number of returns 7090 1622 2073 1168 1048 602 129

AmOunt 93512 17958 20889 6981 10392 8236 2247

Total liabilities

Numberof returns 6533 1120 1594 .1089 998 614 99

Amount 94011 21 .481 23080 6819 22088 9551 853

Tot revenue

Number of returns 18433 5049 4716 3643 2379 1323 461

Amount 926388 196596 258049 188113 103456 55051 26608

Contributions gifts and grants

Number of returns 15800 2691 550 1364 636 654 72

Amount 463432 28383 3120 15740 3224 5568 2858

Program service revenue

Number of returns 8659 1400 1141 2039 850 582 283

Amount 232364 31958 15239 47643 20699 18048 14460

Dues and assessments

Numberof returns 7647 3821 4605 3390 2194 1239 211

Amount 83557 68809 200237 98262 66595 13436 6397

Investment income

Numberof returns 13723 4328 3888 3137 1842 1137 397

Amount 31966 11416 9725 7663 3707 5234 892

Gain loss from sale 01 assets

Numberot returns 1.013 72 84 57 156 15

Amount 3395 462 102 654 84

Gross amount from sale of assets

Numberof returns 1166 129 84 166 15

Amount 9016 942 903 106

Cost or other basis and sale expense

Numberof returns 810 129 67 42 15

Amount 5623 481 102 249 189

Net income

Number of returns 8938 2844 367 1307 917 565

Amount 65440 27854 2977 10007 6899 7126

Gross fundraising revenue

Number of returns 6938 2886 409 1307 917 666

Amount 125995 68134 6930 29121 21454 20283

Direct expenses

Nurnberuiroiurns 5621 2547 283 1138 719 550

Amount 60554 40280 2952 19114 14555 13157

Gross profit loss
Number of returns 3494 890 387 263 721 230

Amount 21897 10636 3162 924 7.101 3013

Gross sales minus returns and allowances

Number of returns 3494 890 387 253 721 230

Amount 48171 23882 6139 2330 19229 6213

Cost of goods sold

Nurnberof returns 3140 833 367 169 721 230

Amount 26274 13346 2971 1405 12127 3201

Other revenue

Nurnberof returns 5874 2122 2789 1153 810 300 183

Amount 24329 17171 23.583 7976 4678 2626 2088

Excess or deficit

Number of returns 18332 5049 4716 3643 2379 1323 481

Amount 97180 12924 12214 11041 4243 8199 2007

Footnotes at end of table
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Charities and Other Tax-Exempt Organizations 1989

Table 5.Form 990EZ Returns of Tax-Exempt Section 501 cX3 Organizations Selected income

Statement and Balance Sheet Items by Size of Total Assets 1989Continued

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

item Oganizations tax-exempt under Internal Revenue Code section

______________________________________
S01o3 501c4 501c5 S01e6 501c7 501c8 50Ic9

Total expenses

Numb of returns 18382 4985 4776 3643 2379 1323 481

Amount 829206 183671 245888 177071 99220 48851 24601

Grants paid

Number of returns 5872 2745 1999 1069 536 1165

Amount 105769 31195 40285 6523 2844 11428

Benefits paid to or for members

Number of returns 1114 820 1522 436 253 369 409

Amount 8333 13711 22975 6897 6129 1828 16974

Salaries and compensation

Number of returns 8963 1264 3633 1590 966 728 198

Amount 235003 15564 60190 32663 11992 3988 1589

Professional fees

Numberof returns 10229 1400 2398 2673 1021 456 198

Amount 70291 5786 6171 25333 2866 641 1324

Occupancy rent and utilities

Numberof returns 12255 2278 3199 2264 1844 1068 57

Amount 87522 17119. 15983 10043 30171 7746 428

Pnnting publications and postage

Number of returns 14382 3838 3521 3348 1559 1080 183

Amount 59861 7078 9426 20454 3791 2243 171

Other expenses

Numberof returns 17066 4675 4480 3516 2139 1209 354

Amount 262419 93217 90804 75159 41426 18977 4116

Excludes private foundations

Includes assets zero or not reported

NOTES Detail may not add to totals because of rounding

78



WORKING DRAFT

Please do not quote cite or

reproduce without explicit

permission from the author

PROVIDING HEALTH CARE IN AMERICA
-- -A COMPARATiVE-ANALYSIS ----

OF NONPROFIT AND FOR-PROFIT HOSPITALS

by

Alicia Meckstroth

Economist

Statistics of Income

Internal Revenue Service

Prepared for the 1993 Spring Research Forum

Transmitting the Tradition of Caring Society

to Future Generations

San Antonio Texas

March 18-19 1993

The views expressed do not necessarily reflect those of the Internal

Revenue Service

79



Providing Health Care in America

Costs within the health care sector have risen dramatically in the past

decade Total national health care expenditures currently represent over 12

percent of the United States Gross Domestic Product GDP more than any

other developed nation In spite of these large expenditures approximately 37

million individuals remain uninsured by the American health care system2 and

another 56 million remain underinsured and lack appropriate health care.3

Hospitals which represent almost 40 percent of total health care expenditures

obviously play significant role in providing quality health care.4 The growth

of for-profit hospitals has increased the level of competition in the health care

field The results of the increased competition between tax-exempt nonprofit and

corporate for-profit hospitals have raised questions regarding the effectiveness

and the appropriateness of these two types of health care providers Through an

examination of comparative fmancial indicators such as operating margins debt-

to-equity ratios and returns on equity net worth this paper examines key

differences between the two types of health care providers including the

advantage of tax-exemption for the nonprofits Nonprofit hospitals unlike for-

profit hospitals represent type of voluntary organization having the purpose of

operating primarily for the public good These hospitals fulfill their charitable

missions by functioning for the benefit of their communities

HOSPITAL TAX EXEMPTION AND COMMUNITY BENEFITS

The Internal Revenue Code currently exempts nonprofit hospitals from

federal income tax under the charitable purpose clause of subsection 501c
This section of the tax code amplified by 1969 ruling implies that nonprofit

hospitals qualify for their exemption by providing health care goods and services

in an effective manner that fosters the welfare and development of community

and allows the government to decentralize responsibility for medical care to the

private nonprofit sector.6 It does not explicitly require that nonprofit hospitals

provide charity or uncompensated care to indigent patients in exchange for tax

exemption7 although these hospitals by nature of their charitable function most

often do provide some type of charitable uncompensated care hospital meets

the community benefit standard for tax exemption if it provides health care to

paying individuals operates full-time emergency room open to all individuals

regardless of ability to pay and participates in the Medicare and Medicaid

insurance programs for elderly and low-income individuals

Along with the federal income tax exemption nonprofit hospitals receive

additional social subsidies due to their status as tax-exempt section 501c3
organizations These subsidies include tax-deductible contributions and the

privilege of fmancing investments with tax-exempt bonds Furthermore

depending on state and local variations nonprofit hospitals most often receive

exemptions from income property and sales tax as well The nonprofit

hospitals can not distribute any of their earnings to private individuals The

for-profit hospitals on the other hand are taxed at corporate rates distribute

earnings to shareholders and are not accountable to the community benefit

standard of the nonprofits Rudney and Copeland estimated that the total value

80



Providing Health Care in America

of all subsidies and exemptions provided to nonprofit hospitals from the federal

and from state and local governments equaled approximately $8.5 billion in 1986

Both the federal income tax exemption and the use of tax-exempt bond fmancing

each equaled approximately 20 percent of the total subsidy.8

Medical treatment for those individuals who can not afford health

insurance and are not eligible for public assistance i.e Medicaid often involves

costly emergency and long-term care rather than less costly preventive treatment

It has been estimated that all hospitals including both nonprofit and for-profit

provide an estimated total of $13 billion in uncompensated care each year.9

Caring for the indigent increases the fmancial burden to hospitals and contributes

to the escalating long-run health care costs The subsidies and exemptions
-- -- --

granted to the nonprofit hospitals increase their ability to fulfill their charitable

purpose and effectively provide health care to all individuals There is general

agreement that nonprofit hospitals tend to provide greater proportion of

uncompensated and charity care than for-profit hospitals This may result from

the community benefit mission of the nonprofit hospitals and/or from the

possibility that for-profit hospitals serve fewer low-income patients due to the

clientele on which they focus and the areas in which they serve Uncompensated

care has been defmed in certain studies as charity care plus bad debt expense

from uncollected accounts recent study by the GAO stated that

approximately 80 percent of the nonprofit hospitals in its study provided an

amount of uncompensated care that exceeded the estimated value of federal and

state tax exemptions When the amount of charity care was isolated however

approximately 57 percent of nonprofit hospitals in selected states studied

provided an amount of charity care that was less than the estimated value of their

tax exemptiois.1 Nonprofit hospitals however provide many distinctive

services such as operating health-related programs and services in their

communities conducting medical research and providing instruction for medical

students

These issues raise the questions then do nonprofit hospitals supported

by tax exemptions provide greater degree of charity care better promote the

public welfare and operate more efficiently when compared to for-profit

hospitals All hospitals particularly the nonprofits can serve their communities

not only through the provision of hospital care but also through the use of

preventive efforts and programs designed to cope with the problems that often

lead to or exacerbate the need for hospital care The community-oriented

charitable approach which often distinguishes the nonprofits from the for-profits

proves difficult to quantify but should not be ignored in the interpretation of the

data that follows Policymakers concerned with the standards for nonprofit

hospital tax-exemption have attempted to distinguish the nonprofits from the for

profits in terms of the amount of uncompensated care provided and the prices

charged This analysis unfortunately can provide no substantive information on

either of these important issues This particular analysis will depict the fmancial

abilities of both nonprofit and for-profit hospitals factors very important to the

provision of both present and future health care
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DATA SOURCES

This analysis is based on hospital data from 1987 and 1988 as collected

by the Internal Revenue Service and as sampled and processed by the Statistics

of Income Division SOl The data used is reported by the tax-exempt nonprofit

hospitals on the Form 990 Return of Organization Exempt from Income Tax
and by the corporate for-profit hospitals on the Form 1120 U.S Corporation

Income Tax Return.2 All public hospitals and other health-related organizations

filing the Form 990 were omitted from the analysis In addition data for the

nonprofit university teaching hospitals were added.3 In 1988 the American

Hospital Association ABA identified nearly 6800 hospitals 48 percent of which

were nonprofit/nongovemment hospitals and 12 percent of which were investor-

owned/for-profit hospitals.4 Many of these hospitals comprise part of

multi-hospital systems which represent the fastest growing part of the hospital

sector Currently there are over 250 nonprofit hospital systems and 50 for-profit

systems.5 This paper represents unique comparison of the SOLIRS data on

nonprofit and for-profit hospitals The best use of these data involves

comparative analysis of the fmancial trends of both hospital types

CHANGES IN HOSPITAL ASSETS REVENUES AN EXPENSES

Nonprofit hospitals held over five times as many assets as for-profit

hospitals in 1988 However from 1982 to 1988 the assets of for-profit hospitals

grew an estimated two-and-one-half times faster than the assets of nonprofit

hospitals For-profit assets grew to an estimated $31.7 billion constant dollar

growth rate of 125 percent from 1982 to 1988 In contrast nonprofit hospital

assets grew by almost 50 percent during these years to $164.1 billion Tot.l

growth in assets exceeded growth in revenues for both types of hospitals Like

assets total revenues of the for-profit hospitals grew over twice as fast as the

revenues of the nonprofit hospitals from 1982 to 1988 83 percent compared to

38 percent Figure depicts the differences in the growth rates of total assets

Figure Increases in Assets and Revenues 1982 1988

Nonprofit Hospitals Forprofit Hospitals

125%

83%

Ii
38%

Assets Revenues

Note Percentage changes were converted to constant dollars using

the implicit price deflators for the Gross Domestic Product from the

Council of Economic Advisors onomlc Repot of the PiwsfdsU Feb

1992 Table C-3
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and total revenues for both types of hospitals from 1982 to 1988 Overall the

growth in the hospital sector markedly exceeded the 25 percent growth rate of the

Gross National Product from 1982 to 1988.16 Much of the growth can be

attributed to multi-hospital systems or chains majority of the large for-profit

hospitals comprise part of system All hospital systems grew in number by

approximately 21 percent from 1981 to 1988 while the total number of

independent hospitals actually declined during these years.17

Although significant the growth in the hospital sector from 1982 to 1988

pales in comparison to the growth during the mid-1970s and early-1980s During

that time hospitals benefited from the relatively liberal Medicare and Medicaid

-cost-based- reimbursement -systems--that--were-designed-to- cover--all-reasonable -----

costs incurred in the care of patients including capital construction and

acquisition costs For-profit corporations capitalized on the potential for growth

and profit in the health care market by acquiring hospitals or forming hospital

systems In 1983 however more competitive prospective payment system
for Medicare reimbursement was enacted that reimbursed health care providers

based on pre-determined amounts for specific treatments This type of

reimbursement decreased the dollar amount of reimbursements to hospitals forced

hospitals to focus on cost-cutting measures and increased the level of competition

in the hospital industry In addition state Medicaid programs also implemented

more cost-effective pricing methods i.e per-capita payment systems and

managed care efforts that had similar effects As the competition in the

hospital industry increased many nonprofits found it more difficult to fund

charitable care than in the past since subsidizing the care of nonpaying patients

from the revenue received from paying patients was no longer possible to the

same degree

Total expenses for many hospitals of both types increased faster than

revenues during these years causing many hospitals to incur losses

Reimbursements frOm Medicare and Medicaid and private insurance companies

tended to fall in relation to costs sharpening the budgetary difficulties of many

hospitals Hospital expansion rising health care costs and reactions to the new

pricing methods i.e Medicares prospective payment system all contributed to

declining hospital occupancy rates during the mid-1980s The total nonprofit

hospital occupancy rate remained substantially higher than the for-profit rate 68

percent compared to 51 ercent in 1988.18 Hospitals tended to increase the

amount of care performed on an outpatient basis thereby contributing to the

lower occupancy rates Due to many of the factors mentioned above large

number of hospitals especially the for-profits realized losses For instance in

1988 an estimated 27 percent of nonprofit hospitals and 56 percent of for-profit

hospitals incurred revenue losses And as shown in Figure only 13 percent

of the large nonprofit hospitals but half of the large for-profit hospitals incurred

losses.9 Oftentimes in order to better compete many nonprofit hospitals have

begun to engage in business activity that generates income that is unrelated to

their tax-exempt charitable purpose Nearly one-third of all nonprofit hospitals

and over one-half of the large nonprofits reportedly paid tax on unrelated

business gross income UBI in 1988 The tax on UBI represents one way in
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which policy addresses the issue of unfair competition between nonprofit and for-

profit organizations

Figure Large Hospitals Incurring Revenue Losses 1988

All hospitals holding $50 million or more hi assets

13%

-t3

.4 ______________

-43

50%

Nonprofit Hospitals Forprofit Hospitals

OPERATING MARGiNS

In order to determine the relationship of hospital revenues to expenses

median operating margins or profit margins were calculated by dividing the

result of total revenues less total expenses by total revenues.20 minimum or

reasonable operating margin is necessary for hospital to support constant or

increased service capacity for its patients and community To adjust the total

revenue of nonprofit hospitals for the sake of comparison with the for-profit

hospitals both the amount of contributions received and the amount of income

earned through fundraising efforts were subtracted from total revenue.2

Expenses attributed to fundraising were also factored out of the equation As

health care expenses have continued to rise hospital operating margins tended to

decline for many hospitals during much of the 1980s.22 Figure displays the

median figures fOr operating margins for both types of hospitals for 1987 and

Figure Hospital Operating Margins1

Size of Mosts
Median Operating Margins

1987 1988

Percent

Nonprofit Hospitals

Total 20 22
$1000000 under $49999999 1.5 15
$50000000 or more 3.3 32

For-profit Hospitals

Total 19 -01

$1000000 under $49999999 19 -01

$50000000 or more -0.3 02

1Operating Margin Total Revenues Total Expenses Total Revenues
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l988 The median operating margin for all nonprofit hospitals remained

relatively constant over 1987 and 1988 equaling 2.0 and 2.2 percent

respectively The median for-profit operating margin 1.9 percent in 1987

dropped below the nonprofit margin in 1988 to -0.1 percent One striking trend

in the data shows that the large nonprofit hospitals tended to earn greater margins

than the large for-profit hospitals For instance Figure shows that in 1988 the

large nonprofits realized 3.2 percent margin compared to only 0.2 percent for

the large for-profits.-4

Figure Median Operating Margins Large HospitaLs

All hospitals holding $50 million or more in ass

1987 1988

3.2

-0.3
0.2

Nonprofit Hoephul

Forprofit Hoepft.t

Nonprofit hospitals unlike their for-profit counterparts receive the benefit

of tax-exempt bond fmancing which in effect allows them to fmance

investments more cheaply The large for-profit hospitals not surprisingly incur

larger percentage of total expenses as interest percent compared to percent

for the nonprofits This factor helps to explain in part the higher nonprofit

hospital operating margins Differences in depreciation expense percent of

total expenses for the for-profits compared to percent for the nonprofits also

contributes somewhat to the difference For-profit hospitals .may tend to rely

more heavily on accelerated depreciation methods compared to the nonprofits

revised operating margin calculated by adding interest expense back into the

equation for both types of hospitals shows different results.25 By adding back

interest expense the formula attempts to neutralize the nonprofit advantage of

tax-exempt bond financing As displayed in Figure the large for-profit

hospitals realized higher revised operating margins than the large nonprofits in

both 1987 and 1988 Figure which displays the revised margins for the large

hospitals shows that in 1988 the large for-profits realized 10.6 percent margin

compared to 6.0 percent margin for the large nonprofits These figures show that

after adjusting for the subsidy of tax-exempt bond fmancing the nonprofits did

not earn as much income relative to expenses as did the for-profits However
the nonprofits may tend to provide greater amounts of charity and uncompensated

care than the for-profits Historically the benefit of tax exemption has better

enabled nonprofit hospitals to serve indigent patients and their communities

85



Providing Health Care in America

While the data in this analysis attempt to account for some of the differences in

the two types of hospitals any interpretation must also consider the unique
characteristics and philosophy behind each type of organization

Figure Revised Operating Margins1

Revised Median Operating Margins
Size of Assets

1987 1988

Percent

Nonprofit Hospitals

Total 4.6 4.6

$1000000 under $49999999 3.7 3.7

$50000000 or more 6.2 6.0

For-profit Hospitals

Total 5.7 3.1

$1000000 under $49999999 4.8 0.2

$50000000 or more 11.5 10.6

Revised Operating Margin Total Revenues Total Expenses Interest Expense Total Revenues

Figure REVISED Median Operating Margins

Large hospitals holding $50 million or more in assets

1987 1988

11.5

10.6

II

6.2 6.0

Nonprofit Hospitals

Forprofit Hospitals

ASSETS DEBT AND EQUITY

The nonprofit and the for-profit hospitals tend to hold relatively similar

mix of assets Both hold slightly less than one-half of all assets as land

buildings and equipment after allowances for accumulated depreciation and over

one-fifth as investment assets.26 After considering liabilities however the for-

profit hospitals as group tend to incur much more debt or liabilities when

compared to the nonprofits To attract both physicians and patients in the

competitive hospital market hospitals often fmance new investments in the form

of buildings and equipment Figure depicts median debt-to-equity ratios for

1987 and 1988 for both types of hospitals.1 Total equity in this case equals
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Figure Hospital Debt-to-Equity Ratios1

Median Debt-to-Equity Ratios

Size of Assets

1987 1988

Nonprofit Hospitals

Total 1.0 1.0

$1000000 under $49999999 0.9 0.9

$500000000rmore 1.1 1.1

For-profit Hospitals

Total 7.4 24.5

$1000000 under $49999999 8.5 28.7

$50000000 or more 4.5 5.7

Debt/Equity Ratio Nonprofit Hospitals Total Liabilities Total Fund Balances or Net Worth

Debt/Equity Ratio For-profit Hospitals Total Liabilities Stockholders Equity

totaFassets -lesstotal-liabilitiesTheratios-werecalculatedTor chiiospitalliy
____

dividing debt or liabilities by equity or net worth The median nonprofit

hospital had ratio of less than one indicating that the amount of nonprofit

equity or net worth actually exceeded the amount of debt The median for-

profit hospital on the other hand had well over times as much debt than

equity Figure which focuses on the debt-to-equity ratios of the large

hospitals shows that the gap between the nonprofit and for-profit hospitals

narrowed as the hospitals increased in size although the for-profits still incurred

notably higher level of debt In 1988 the large for-profits had debt-to-equity

ratio of 5.7 compared to 1.1 for the large nonprofits Many factors have

encouraged hospitals to incur debt These include new technological advances

new health care needs and demands competitive pressures between hospitals and

the lack of incentives to share costs and equipment with other hospitals

Figure Median Debt-to-Equity Ratios Large Hospitals

All hospitals holding $50 million or more in assets

1987 1988

5-7

4.5

1.1 1.1

Nonprofit Hospitals

Forprofit Hospitals

As another measure of comparative fmancial performance total returns on

equity were calculated by dividing the amount of net revenue by the amount of

equity or net worth.28 Figure displays median figures for returns on equity for

both nonprofit and for-profit hospitals for 1987 and 1988 While the returns for

the two types of hospitals were comparable in 1987 the nonprofits earned

higher return in 1988 Isolating the large hospitals indicates that the nonprofits
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Figure Hospital Returns on Equity

Median Returns on Equity
Size of Assets

1987 1988

Percent

Nonprofit Hospitals

Total 4.3 4.6

$1000000 under $49999999 3.4 3.6

$50000000 or more 6.0 6.3

For-profit Hospitals

Total 4.4 -0.4

$1000000 under $49999999 4.4 -0.4

$50000000 or more 4.7 4.7

Return on Equity Net Revenue Total Assets Total Liabilities

earned greater return on equity than the for-profits in both years Figure
which depicts returns on equity for only the large hospitals shows that in 1988

the large nonprofits realized 6.3 percent return while the large for-profits

realized 4.7 percent return As in the case of the operating margins when

interest expense was added back in order to neutralize the nonprofit advantage of

tax-exempt bond fmancing the for-profit hospitals earned notably greater returns

on equity than the nonprofits.29

Figure Median Returns on Equity Large Rospitals
All hospitals holding $50 million or more in assets

1987 1988

6.0
6.3

4.7 4.7

Nonprofit HospItals

Forprofit Hospitals

HOSPITALS AS PROPONENTS OF CARING SOCIETY

The comparative financial analysis shows that the nonprofit hospitals and

hospital systems had greater operating margins realized greater returns on equity

and had much lower debt-to-equity ratios compared to the for-profits This

analysis subtracted out the contributions and fundraising income of the nonprofit

hospitals but did not account for the other social subsidies such as tax-exempt

bond fmancing However when the effect of tax-exempt bond fmancing was

neutralized the results differed The for-profit hospitals under this scenario

earned higher operating margins and returns on equity than the nonprofits These

results raise questions regarding the differences between the two types of
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hospitals For instance how do differences in uncompensated and Medicare and

Medicaid care provided and prices charged affect the differences in the fmancial

indicators Does the hospital market present instances of unfair competition for

either type of hospital For example are nonprofits hindered in the health care

market due to issues such as restrictions on physician contractual agreements

From another angle do the fmancial losses and low occupancy rates of many

hospitals particularly the for-profits indicate possible under-utilization of assets

and emphasize the importance of cost-sharing initiatives between hospitals Or
do low occupancy rates indicate that hospitals are treating more patients on an

out-patient basis due to an increased emphasis on either cost-cutting or preventive

efforts Many questions exist regarding the issues of hospital charity care and

quality of care capItal investment cost efficiency and the reasons behind the

differences in fmancial performance of the two types of hospitals All of the

issues obviously have not been discussed in the scope of this article

Researchers need more effective means to collect detailed data from all

hospitals in order to address the specific issues that relate to the unique nature of

both the nonprofit and the for-profit hospitals Health care policy must address

many challenging questions Specifically how can the American health system

best provide cost-effective care to everyone adults and children aiie And how

can hospitals best help to provide this care Hospitals and the rest of the health

care system bear part of the burden of many other societal problems The lack

of appropriate health care for large segments of the population only aggravates

other societal problems thereby contributing to the cycle of increasing health care

costs Nonprofit hospitals historically have served their communities through

the provision of hospital care and community health programs and services

Within the increasingly competitive hospital industry these hospitals must

carefully defme and fulfill their charitable mission Furthermore policymakers

must be careful not to stifle this important element of the American health care

system Hopefully this analysis has provided useful overview of the hospital

sector
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General Accounting Office Report to the Chairman Select Committee on Aging

House of Representatives May 1990 GAOIHRD-90-84 p.12 Note Other

studies in defming uncompensated care have included both contractual

allowances and the amount by which Medicaid payments fall below cost

11

Nonprofit Hospitals Better Standards Needed for Tax Exemption Ibid

p.29

12

Samples of returns were taken in order to compile data from both of these

sources For the nonprofit hospitals all hospitals and hospital systems holding

$10 million or more in assets were included The smaller hospitals were sampled

at lower sampling rates ranging from percent to 34 percent For the for-profit

hospitals all hospitals and systems holding $50 million in assets were included

in the sample The smaller for-profit hospitals were sampled at lower sampling

rates ranging from percent to 50 percent

13

These data were obtained from the National Center for Education Statistics

U.S Department of Education Office of Educational Research and Improvement
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Integrated Postsecondary Education Data System 1989/1990 Finance Survey

In addition in terms of the for-profit category the relatively small number of

for-profit hospitals that file as partnerships were not incorporated into the

analysis There are over 60 hospitals that file partnership income tax returns

These hold less than an estimated 2.5 percent of total for-profit hospital assets

14

American Hospital Association AHA Hospital Statistics Comprehensive

Summaiy of U.S Hospitals 1990-91 American Hospital Association Chicago

IL 1990 Table pgs 2-7 The IRS data correspond closely with these two

categories The remaining 40 percent of hospitals were comprised mostly of state

and local government hospitals with smaller numbers of federal and long-term-----
15

American Hospital Association AHA Guide to the Health Care Field 1991

edition American Hospital Association Chicago IL B3 IRS filing

requirements give multi-hospital systems the option of filing either separate or

consolidated tax returns Consolidated returns representing multiple hospitals are

count as only one unit in the IRS statistics For this reason it is difficult to

compare the actual number of hospitals identified by IRS files with the number

of hospitals identified by the AHA In addition in this analysis only those

hospitals both nonprofit and for-profit that hold $1000000 or more in total

assets were considered These hospitals hold approximately 99.7 percent of total

hospital assets and earn approximately 99.4 percent of total hospital revenue as

reported to the IRS

16

Economic Report of the President Ibid Table C-2 17

17

American Hospital Association AHA Guide to the Health Care Field 1988

and 1982 editions American Hospital Association Chicago IL B3 and

287-88 respectively

18

American Hospital Association AHA Hospital Statistics Comprehensive

Summary of U.S Hospitals 1990-91 American Hospital Association Chicago

IL 1990 Table lp
19

Large hospitals for purposes of this analysis refer to those hospitals holdmg

$50 million or more in assets Small hospitals on the other hand refer to

those holding from $1 million to less than $50 million in assets

20

The net revenue amount used to calculate the for-profit operating margin

represents revenue earned before taxes

21

Combined these two revenue sources equaled only two percent of total revenue

in 1988

22

This statement is based on preliminary Statistics of Income hospital data for the

years 1982 1983 1985 and 1986

23

The mean operating margins were lower than the calculated medians for the
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nonprofit hospitals and for the large for-profit hospitals The means were greater

than the medians for the small for-profits

24

In 1987 95 percent of the large for-profit hospitals and 75 percent of the large

nonprofit hospitals held the majority of assets

25

The revised calculation is based upon the sum of net revenue plus mterest

expense divided by total revenue

26

In order to best compare the two types of hospitals in terms of investment

assets the following definitions were used Nonprofit hospital investment

assets savings and temporary cash investments cash investments in land

buildings and equipment investments in securities other investments and

For-profit hospital investment assets cash including savings and temporary

cash investments investments in government obligations other current assets

loans to stockholders mortgage and real estate loans other investments

The mean debt-to-equity ratios were greater than the calculated medians for

both types of hospitals in each of the years

28

As in the case of the operating margin calculation the return on equity

calculation was adjusted for the sake of comparison by subtracting from total

revenue the amount of contributions and the amount of income earned through

fundraising efforts and by factoring out expenses attributable to fundraising

29

Due to space considerations table showing revised return on equity

which adds interest back into the equation is not shown here
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private foundation is nonprofit corporation
With one exception all of the articles contained in this

association or trust which typically is supported and section represent previously published Statistics of Income

controlled by an individual family or corporation
Bulletin articles The article Private Foundations as

Primarily through extensive grantmaking private founds- Investors and Distributors of Tax-Exempt Charitable Dol

tions support programs in the areas of education health lars 1974-1987 was published by the American Statistical

human services-the arts-and hu anitiesanotherchari- --Association-ASkSeparatetablesand-analysesofthe

table activities dedicated to improving society In 1990 4947a1 charitable trusts that file on the Form 990-PF are

foundations donated $8.9 billion to organizations and presented beginning with the 1989 study year

individuals involved in these areas Many nonprofit orgarn

zations rely on foundation grants as one source of financial Statistical Research Efforts

support
The 1989 study year represents the first time since 1979 that

Over 40000 private foundations held an estimated SOl has collected and published data on the 4947al
$164.8 billion in total assets in 1990 In this same year they

charitable trusts that file Form 990-PF These trusts

represented approximately 23 percent of the 50hc3 representing only percent of all Form 990-PF filers have

exempt organizations required to ifie information returns exclusively charitable interests can receive tax-deductible

with the IRS Of these organizations foundations held charitable contributions and are subject to the same

approximately 19 percent of total assets Like publicly- regulations as foundations However unlike foundations

supported charities private foundations receive tax-exemp-
these trusts are not exempt from Federal income tax and

tion under section 501c3 of the Internal Revenue Code must pay an annual tax on income usually from invest-

However because of their centralized support and control ments that is not distributed for charitable purposes Trusts

foundations are more strictly regulated than are other exempt must report this income and tax on Form 1041 U.S

organizations The IRS subjects most private foundations to Fiduciary Income Tax Return Other 4947a1 charitable

an annual charitable payout requirement Simply put trusts which receive the majority of their support from the

each
year

foundations must charitably distribute an amount public rather than from limited number of private sources

equal to percent of their investment assets ifie on the Form 990 Return of Organization Exempt from

The articles and tables included in this section provide
Income Tax Section 4947a2 split-interest trusts which

extensive financial data collected from sample of Forms have both charitable and noncharitable beneficiaries file the

990-PF Return of Private Foundation or Section Form 5227 Split-Interest Trust Information Return At this

4947a Trust Treated as Private Foundation The time SOT only collects data on those charitable trusts which

data represent reporting years
1986 to 1990 and include file on the Form 990-PF

extensive information on assets and investments income and An upcoming change to the sample stratifier will improve

expenses and charitable distributions This information is
the accuracy of the estimates for both foundations and trusts

examined within the context of legislative and tax-policy
The sample is currently stratified based on book value of

changes affecting foundations Charitable payout rates
assets Recently the IRS for purposes

of its Business

income yields and rates of total return on assets for the Master File system began to fully validate amounts reported

different sizes of foundations are also presented The for fair market value of assets on the Form 990-PF Due to

articles depict foundations in terms of the following classifi- this change SOl will be able to reliably stratilr the Form

cations nonoperating versus operating and grantmaking
990-PF sample by fair market rather than book value of

versus non-granimaking
total assets beginning with reporting year

1994
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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 26.1-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 1986-1987

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
resulte.d 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

Rem dollars dollars1

grants paid compared to the rates of increase in revenue
1985 1986 1985 1986

to 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

Falrmarketvalueof 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 Qess 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
Grantspald 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

The GNP Implicit price deflator was used to adjust for Inflation usually related to the profits of the corporation i.e more

96
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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 remaining9-percent We 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 Nonoperating founda

distribite 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 resuit

section 501c 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 effects of the Economic Recovery Tax Act of 1981 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 501c 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 97

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
tions of individual 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 1987 1986

Ford Foundation New York $5087 $5543 339 692

Paul Getty Trust2 California 3982 4141 295 420

Kellogg Foundation

Trust3 New York 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

Rockefeller Foundation New York 1.667 1606 291 379

Andrew Mellon

Foundation New York 1522 1521 181 140

Pew Memorial Trust Pennsylvania 1437 1477 178 167

Kresge Foundation Michigan 1.046 1.047 j.4j

Total $23692 $24765 $2005 $2727

1A foundation Is considered domestlc if It Is organized in the United States however this does not necessarily imply that all of

its activities or grant recipients 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 $29

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 lnadditiofl tbthengatieffe hatpostoiiØddductioii Tor 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 realfair 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- tions 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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hu.
FigureC

Percentage Changes in Revenue Sources 1986 to 1987
WY

Percentage Change
40
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LIJ
___

-60
Net gain less loss from Contributions received Interest and Dividends Other

sales of assets

Size of Fair Market Value of Total Assets

All foundations $1 million under $25 million $25 million under $100 million

Under $1 million
$100 million or more

ij.

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 INVESTMENTS
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
of 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 half 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
100 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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Selected Ratios

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

ment 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 101
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Figure

Composition of Investment Items by Size of Foundation 1987 jz
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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-

102
percent in 1987 Operating foundations held fewer invest- ings and equipment operating foundations held rela
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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 9IheiQtn
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 nonoperating 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 noncharitable-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

ciallythelargerfoundations 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 com
period charitable distributions increased by real rate of parison to the 22-percent real increase in the Gross Na- 103
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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 percent-

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

nonoperating foundations These organizations comprise 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 tions 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.Nonoperating Foundation Payout Rates Selected Years 1974-1987

Size of fair market value of ___________ ___________
Median payout rates

total assets 1974 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 8.30 10.23 9.63

$100000under$1000000 7.25 9.03 8.03 7.61 6.49 6.66

Medium foundations

$1000000 under $50000000 total 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

n.e not available

04 NOTE Data were available only for the years 1974 1982 1983 1985 1988 end 1987 Data for both the $50000000 under $100000000 and the $100000000 or more categories were not

available 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 wi 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-bya greater percent retum--helps-to-explairnchanges-in-therelativegrowthor

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 N11 yield examined
_I_..ii

iUI It UI II iai aui uou iuutiui IS dl IU then often act as later shows only the realized gain or ioss 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
ticàted 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

Since these types of holdings appreciate faster higherwere in the smaller asset size categories Distributions

exceeded the required amount by 291 percent in the case
rates of total return for the larger foundations result The

wh nrti smaller foundations seem to invest with the intention of
iLii IC TWILl Cl lCl II IhiiiI III flOOUO 1110 T.LJi II

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

IN VESTING 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 foun- tion from 1983 through 1986 all of these size groups show

dation must engage in skillful investment and risk rate of return on assets well above the 5-percent payout 105
management in order to realize rate of return equal to requirement The 1987 data however show different
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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 largest 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 mayhave 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 mdi-

aggregate foundation assets from 1986 to 1987 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 forthatyear This showsthe unrealized lossthat occurred

for 1987 The difference between the two measures may
While the rate of total return measures the change in

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 proportion of the Nil of the larger foundations 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.Nonoperating Foundation Rates of Total Return on Assets 1983-1987

Median rates of return1

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 na
$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 34.27 11.39 2.33

$50000000under$100000000 9.95 38.58 11.75 1.11

$1000000000rmore 11.69 29.56 13.94 1.36

106 na not available

tThe GNP Implicit price deflator was used to adjust for Inflation
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Figure H.Nonoperating Foundation Net Investment Income Nil Yields Selected Years 1974-1987

__________
Median net Investment Income yields1

___________
Size of fair market value of

19742 1982 1983 1985 1986 1987
total assets

Total -3.37% 2.31% 4.47% 4.78% 4.74% 3.89%

Small foundations

$1 under $1000000 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

$100000 under $1000000 -3.05 2.43 4.38 4.95 5.07 4.06

Medium foundations

$1000000under$50000000total -2.74 2.49 5.04 5.71 6.29 4.89

$1000000 under $10000000 -2.78 2.66 5.00 5.71 5.95 4.74$10 227 152 548 825 599
Large foundations

$50000000 or more total -2.46 1.67 5.53 6.84 7.70 5.63

$50000000under$100000000 n.a 2.54 5.63 7.01 8.37 5.65

$100000000 or more n.a 0.58 5.06 6.56 7.08 5.53

n.a 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 all other yeais net Investment income Is dMded by the fair market value of Investment assets

The use of fair market values unavailable for 1974 would have lowered the rates from those calcutated and most likely affected the differences between the small and large foundations

NOTE Data ware 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 foun

Asthesizeofafoundation increases assetvaluestend 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 decreases in the amount of contributions received

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
107
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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 percent as opposed to the 15.0-percent

SUMMARY increase realized from 1985 to 1986 From 1986 to 1987

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 decreased the value of the tax deduction for through November 1988 corresponding filing require-

charitable contributions The decreases in these com- ment applied to the 1986 Forms 990-P 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

final 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 conf irmsthe 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
108
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eyond the end of Calendar Year 987 In total however revenue based on small numbar of returns The

-lost 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

in taxable foundations were excluded from the statistics for most foundation activity For example the 1155

Ir both 986 and 987 The two samples were stratified sample returns for 987 in this group accounted for ap
ased on size of book value of total assets The 987 proximately 24 percent of all the returns in the sample and

ample was selected at rates that ranged from 7.4 percent 77 percent of the book value of the estimated total assets

lorthe more numerous butvery small asset-size returns of all foundations The remaining 3630 returns in the

00 percent for the relatively few returns with large 987 sample were randomly selected at various rates

rnounts of assets Selection rates for the 986 sample depending on the asset size similar sample selection

angedirom .O_percent_toiOO_percent.- -The-41785- procedurewasfollowedfoTl 986rºtüræ

eturns in the 987 sample were drawn from an estimated

opulation of 35907 For 986 sample of 2934 returns The population from which the 986 and 987 samples

as drawn from an estimated population of 35172 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 organ iza

he most reliable estimates of total assets and total tions that were deemed inactive or terminated Inactive

Figure

4d Private Foundation Accounting Periods 1987

iIii
Noncalendar Years Ended --

Jan 1988 1%

Feb 1988 2%

Mar 1988-2%

Apr 1988

Caedar Years

Jun198

Dec 1987 61%

__________________ Sept 1988 -5%

___________

Oct 1988 3%

___________________
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
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and terminated private foundations are not reflected in the discussion of the reliability of estimates based or

estimates For the small number of large private founda- samples and the use of coefficients of variation for evaluat

tions for which desired study-year return had not yet ing the precision of sample estimates can be found in the

been filed or was 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 Income.--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 all amounts derived from or connected with

on sample they are subject to sampling and 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 activit income Excluded

proximate coefficients of variation for frequency 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 million 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 CVS shown here are intended only as general
category were final returns of liquidating or dissolving

indication of the reliabilitY 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 J.Coefficlent 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

Approximate

coefficient necessary and reasonable administrative expenses paid
Under

$100000 $1000000 of variation for charitable scientific educational or other similar pur$100O00
under under

poses These amounts were determined solely on theor not
$1

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
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

10 prescrIbed for setection 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-grandchidren and spouses of was reported on Form 990-PF Part ii line cplurnns

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 coumnja_
amount which was-requirediobedistributedbyttie ePd bºiæiæfarbàok value end-of-year book

oftheyearfollowingtheyearforwhichthe returnwasfiled value and end-of-yearfair market value

in order to avoid the excise tax for failure to distribute

income currently The distributable amount was corn-
Land Buildings and Equipment lnvestment-use.--The

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 heldfor

investment purposes such as rental properties This itemment income and unrelated business income plus or

minusother adjustments either allowed or required See
was reported on Form 990-PF Part

II line 11 columns

beginning-of-year book vaiue end-of-year bookNet Adjustments to Distributable Amount This item

value and end-of-year fair market valuewas reported on Form 990-PF Part line

Minimum Investment ReturA --This was the aggregate
Excess Distributions Cariyover.--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 multIplied
over the distributable amount This amount could be

by percent The mihimum 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 tobe 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 Adjustments to Distributable Amount --Adjust

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 December31 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 item was 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.--lncluded was an operating foundation for particular taxable year

profit or loss from sales of items such 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 Investment lncome.--This was the amount by which tion to an operating foundation qualified toward meeting

the sum of gross investment income plus capital gain net 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 ta 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

Noncharitable-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 organizations
line 15 columns beginning-of-year book value

that generally carried on their charitable activities in an
end-of-year book value and end-of-year fair market

value
indirect manner by making grants to other organizations

that were directly engaged in charitable activities in con

trast 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

112 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 tiOflS 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 bookvalue is ecificall9noted

--

implies apublic charity received its-funds mainlyfrom

large number of sources within the general public
For 1987 the aggregate total revenue of private

foundations consisted of interest and dividends
QuaIhing 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

accomplish tax-exempt functions charitable program-
grants received 30.9 percent and other miscel

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.--T his was the sum of all assets reported

Limitations section of this article
in the foundations end-of-year balance 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

beginning-of-year book value end-of-year book
figures cited in this article were derived using the

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

151 For 1985 private foundation data see Riley Mar-

Total Revenue.This was the sum of gross contributions 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 loss 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 Code section 501 see 13
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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 Fall 1989 Volume Number pp 53-65 percent would actuafly cost $61.50 only $38.50 in

tax would be saved on $100 deducted from taxable

Programs termed charitable refer to any tax-exempt income

activities which are charitable educational scientific

social literafy 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 Income1987 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

charitable activities in an amount not less than two-

thirds of its minimum investment return The sup- Statistics of lncome--1986 Corporation Source

port test was met if substantially all 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 investment 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 lndMdual 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

114 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--millionor more-in-asseta--

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 figures for the 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 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 987 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

115
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PRIVATE FOUNDATIONS AS INVESTORS AND DISTRIBUTORS OF TAX-EXET
CHARITABLE DOLLARS 197487

Alicia Meckstroth Internal Revenue Service

Prepared for the Annual Meetings of the American Statistical Association 1990

Through an examination of financial data and fund charitable activity most often in the form

legislative and economic forces from 1974-87 of grantmaklng 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 Plonoperating foundations

changed the way that foundations calculate the comprise approximately 91 percent of the found-

required charitable payout amount Although the ation population in number and over 90 percent
Act resulted in lower charitable distributions In fair market value of assets The two types
in the shortrun in the longrun charitable of foundations function differently In

distributions have Increased This paper 1987 these nonoperating foundations held

analyzes thechanges in charitable distributions $103.2 billion In fair market value of

and assets and considers them in light of assetsE2 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 50lc3 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 1979-87

distributed over $8 billion in 1987 current period To more closely analyze this period
dollars mainly in the form of grants to mdi from 1979-82 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 com declined percent Then from 1982-87

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

50lc3 tax-exempt organizations in their sector during this time period All dollar

sources of financial support The other amounts rates and percent changes throughout

50lc3 tax-exempt organizations hereafter the text unless otherwise indicated are

referred to as nonprofit charitable organi- calculated using 1982 constant dollar

zatlons include groups such as hospitals flgures.3
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
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cally when foundation originates the donor efficiently.
receives an immediate tax deduction for the Supplyside 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 tht
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 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

-measuresofregu-l-at-lon--on-accountof- thi-s -the--- -i-nvestment----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 ANALYSIS 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

airrers rrom that of both profit-making firms foundations increasea Dy percent This
and other nonprofit organizations Foundations compares to percent increase from 1974-82

possess great deal of freedom in the distri- This difference more than likely results from

button and management of their money and combination of factors such as the recognition
unlike profit-making organizations they do not of social need in light of domestic budget cuts

always face the same incentives for efficiency during the l980s changes in taxdeductibility
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 forprofit 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 taxexemption 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 forprofit 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
in this manner However they are indirectly Charitable activity by benevolent organiza
accountable to strong donor desire to tions similar to present-day foundations began

perpetuate the endowment of the foundation in the midto-late 19th century The Federal

Foundations also differ from forprofit groups government began to grant tax-exempt status to

and from many nonprofit groups in that they these organizations and tax-deductibility 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 Commission 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 recomended 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 reconinen 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 coninitted 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 payout amount
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 self-dealing In 1954 mont Similarly in 1978 Congress lowered the
the Reece Comittee reconrended 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 comitment 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 policymakers hoped to
1969 Act but ultimately not included in the increase the longrun 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 twotier 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 long-term 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 charitble 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 re-adjust 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 ultlmate1y 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 longrun value of Due In large part to poor market conditions
their assets therefore increasing long-run 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 assetsElO declined while
the percent Increase between the years foundations actually increased charitable
197982 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 tc 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 grantinaking coninitments and high returns
tiveness of the 1981 Economic Recovery Act in realized in 1986
achiev-i-ng --the- goal- of increased longrun- --- -Many foundations espec-ially--the- smaller- ones---
foundation distributions give more charitable distributions than

required The smallest group those foundations
THE PAYOUT RATE 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 distributions9 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

noncharitabieuse 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 reinvest 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
FIGUREA-PayoutRates 1974.87

the smaller size categories The dollar amount

PAVOUTRATE of total distributions exceeded the required
MEolANpercentages amount by 46 percent for all foundations This

SIZEOF FMIJ1 ASSETS iw 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 7.03
These trends from 1987 are representative of

SmailFoundations foundation behavior after 1981 In spite of the$1M 1987 market decline more foundations met the

$1 under S1M 8.12 9.98 8.66 8.03 7.42 7.52 payout requirement in 1987 than in 1986

Medium Foundation

$1000000 under $IOM 6.50 8.37 6.79 6.23 5.63 5.74
INYESTIT BEHAVIOR

$4.00O.000 under 650M 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 6.45 5.00 5.10 .L

payout requirement without an erosion of the

endowment foundation must Invest to ensure an
M.MillionsodcUats

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 19741986 The peak rate total capital appreciation of the endowment of

occurred in 1982 Between 197482 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 198283 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 exanined 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 endownent 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

1979-83.111 percent rate of return For Instance the

Figure shows the rates of return for the largest foundations earned only 1.4 percent

years 198387.112 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 They seem to invest more with the than the rate at which they distributed

goals of capital appreciation of the endomient charitable dollars This contributed to the

and longterm 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 1986-87

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

charitable 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

Inco.e Yied
While the total rate of return measures the

change in the value of the entire endonent the

FIGURE B-Rates of Return 1983-87 Income yield measures only the realized invest

TOTALRATEOFRETURN
ment income earned by foundation The income

MEDlANpercentages yield can be calculated in two different ways

______
1982 constantdollars

______
net Investment income0 divided by fair

SIZEOFFMV1 ASSETS 1983 1984-85 1986 1987 market value of investment assets referred to

___________________ ______
2.yrspan

______ ______ as Nil yield and adjusted net income

$1000000under$1UM 6.39 25.30 9.02 divided by the same investment assets referred

to as AN yleld Nil includes long-term

capital gains whereas ANI does not Figure

$1O000000under$50M ... 9.21 31.31 11.38 shows the various Nil yields for different size

$50000000under$IOOM 9.95 38.58 11.75 1.11

$100000000andup 11.69 29.56 13.94 1.36

FIGURE Net Investment Income Yields 1974-87

Millions of dollars _______________________________
FMV Fair markt value INCOME YIELD

using Net Investment Income Nil

Median percentages

1982 constant dollars

SIZE OF FM ASSETS

TOTAL -3.37 2.31 447 4.78 4.74 3.89

Foundations realized high rates of return from
1983-1986 Market conditions during these years .374 227 390 450 359 305
proved very favorable to Investors As Figure $100000under$1M 305 243 4.38 495 507

shows in 1983 the largest foundations those
MedlumFoundallons

with $100 million and more In assets earned
$1000000under$IOM -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 LargeFoundations

GNP implicit price deflator Since 1984 data $50000000andup -2.46 1.67 5.53 6.84 7.70 5.63

were not sampled calculating rates for 1984 and $l00000000andup .2.2 ._
1985 was not possible However calculations of X-Thousandofdoilars

the two-year median figures indicate that
M-MiiIlonof dollars

foundations al so achieved high returns during ma caicuistlontar 1974 dMdes net investment incom by bookvslu clesb

4k .i 4.5 Th.us.oftslrmwketvsluedata.uflavsilsbliforl9l4WOUIdhVSI0WSfSdthS

wo-year span ror nsance arges tssfromescsJcutstedsndmOstIIk.tlestSdthedP.cS5bWa0thI

group realized median rate of 29.6 percent for smsuwntlarg.toundations
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groups for selected years between 198287 growth in the GNP the effects of the change in

Figure shows AN 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

FIGURED-Adjusted Net Income Yields 1974-83 1981 Economic Recovery Act also has impacted the

INCOMEYIELD
growth of foundation assets and distributions

using Adjusted Net Income ANI
Median percentages Fair Market Value of Assets

lg82constantdollars From 19791986 total foundation assets tended

SZEOFFMVASSETS 1974 1982 1983 to grow mostly at an increasing rate Assets

TOTAL -352 172 347 grew 65 percent over the eightyear period.t15

The majority of the growth occurred from 1982 to
Small Foundations 1986 Assets then declined by percent from

1QO0OOunder$1M 198687 Figure shows dollar amounts and

percentage changes in assets for all size groups
MedlumFoundatlons

$1000000under$1OM -3.03 1.38 3.24
vei.Weefl ince sze

$l0000000under$50M 254 73 266 groups have grown considerably in asset size and

Large Foundations
in number

$S0000000andup 242 35 237 Assets tend to increase at faster rate with
$100000000andup .09 2.21 increases in the size of the foundation Since

K-ThousandofdaUW$ the larger foundations tend to earn relatively
M-MiIIIonsdO1lS

high total rates of return and pay out relative

Th.c.kulattonfor 1974 dMdes net isamient income ly low percentages of assets not surprisingly

the larger foundations Increased assets at
rat.sfrom thoe.ca1cuIatedendmo5tlike.Ct.dthediffOreflce$betS1th1

faster rate than did the smaller ones From
aneJi IargSou

198287 those foundations holding $100 million

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

AN yields than the larger foundations although during the same years.E16
the larger foundations earned higher NI yields
for the same years Since the NI yield Charitable Distributions
includes long-term capital gains this dif Aggregate charitable distributions also have

ference between the NI and the AN 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 NI from 45 percent from 197987 after showing
realized longterm capital gains percent decline from 197479

comparison of the NIX 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 198386 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 1982-87 than all

the stock market decline and low total returns of the other groups with the exception of the

the NI 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 ifl 1987 equal to or greater than $1 mIllIon assets

increased at faster rate than distributions

CHARITABLE DISTRIBUTION AND from 198287 The largest group $100 million

ASSET GROWTh 198287 and more in assets realized 79 percent

increase in distributions also sizeable

The percentage increases between 1982-87 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 197982 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
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FIGURE Fair Market Value FMV of Private Foundation Assets 1979-87

FAIR MARKET VALUE OF ASSETS1 Amounts and percent changes
______________

SIZEOFFMI4ASSETS 1979 1982 1983 1985 1986 1987

TOTAL Amount 53994833 56203718 61143424 78003388 88841283 87897872
Percent change from prior year listed 4.1 8.8 27.6 13.9 -1.1

$1 under $100K 476081 330972 336365 359321 359180 355.635
-30.5 1.6 6.8 -.0 -1.0

$100000 under $IM 3699261 3071767 3396108 3375908 3814486 4027976
-17.0 10.6 13.0 5.6

Si under $1 4175342 3402739 3732473 3735229 4173666 4383611
-18.5 9.7 .i 11.7 5.0

$1000000under$1OM 11097.800 10527069 11718911 12422991 14424320 13560055
-5.1 11.3 6.0 16.1 -6.0

$1O000000under$50M 11727444 12156788 12651431 15175491 15956840 15944998
3.7 4.1 20.0 5.1 -.1

$50000000 and up 26994247 30117121 33040609 46669677 54.286456 54009209
11.6 9.7 412 16.3 -.5

$100000000 and up 24779239 27733991 38611884 45828676 45857255
_______________________________ _____________ _____________ 11.9 392 18.7

______________
Noie See focctes the end of Table bel

FIGURE Private Foundation Qualifying DistrIbutions 1974-87

QUALIFYING DISTRIBUTIONS Amounts and percent changes
___________ ____________

SIZE OF FMs ASSETS 1974 19792 1982 1983 1985 1986 1987

TOTAL Amount3 4316233 4113587 4553587 4653226 5170329 5945893 6262.171

P.rcenlchangefromprloryearllsted -4.7 10.7 22 11.1 15.0 5.3

$1 under $IOOK 263543 227687 96379 275726 141151 329234 201641
-13.6 -57.7 186.1 -48.8 1332 -38.8

$100000 under$1M 605130 539840 455690 525426 507821 463713 601819

-10.8 -15.6 15.3 -3.4 -8.7 29.8

$1 under $1 868673 767527 552069 801152 648972 792947 803460
-11.6 -28.1 45.1 -19.0 222 1.3

$1000000under$IQM 970785 1117038 1204782 1151232 1017732 1213634 1290379
15.1 7.9 -4.5 -11.6 19.2 6.3

$10000.000under$50M 627389 1009852 998153 972526 1068060 1193878 1256847
61.0 -12 -2.6 9.8 11.8 5.3

$50000000and up 1714169 1450856 1792087 1727731 2331142 2630215 2875835
-15.4 23.5 -3.6 34.9 12.8 8.3

$100 000000 and up 1.334123 1344882 1787323 2125602 2382142

________________________________ __________ __________ __________ __________
32.9 18.9 12.1

Thouainds ci dollars

MillIon ci dolls

at Defier amount as In thousands
Dollar amount are constant 1982 dollar obtained by ussng the inpllclt pdc deflator

The 1979 total represents the Irs total for nonope.etlng tccsndatlons Haweser the amounts for each of the subtoals In 1979 reprssent the amount for all foundatIons nonoperating and operatIng ThIs Is due to linltatlons

In the 1979 data

3The aun of the subtotals does not equal the lIsted total for each
yew

sInce this table does not raPed the subgroup Zero or Unreported

Increasing their endonents 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 crash 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 longrun distributions and

When isolated the 198687 data indicate assets at the greatest rate Figures and
different results from the entire 198287 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
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FIGUREG-ChangesinAssetsDistrlbutions 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

______________________ 1982-87PercentageGhanges yIelds In that same year The smaller founda
SIZEOFFMVASSETS 1982-8

1982.87fl19$2-81
19828 1986-8 tions who earn relatively large proportion of1SratdtedbYt9ooH.

total revenue as contributions also rely in
______________________

FMVAI ChOlot MVA4 ChDst FMV Chu ot

part on these contributions to help fund char

$iunder$1M 48.6 .6 3512
50.6 9.1 6.0

receIved In 1987 may also have affected

Total 56.4 375 581 306 11 53 Itable giving The decline In contributions

$1000000under$1OM 35.4 11.1 41.3 3.9 -4.1 6.9 charitable giving In that year TheseS10000000under$50M 35.5 25.1 34.5 17.7 .8 6.3

$50000000under$100M 55.0 31.7 55.7 27.3 -.4 3.5 foundatIons tend to distribute proportionately
$100000000andup _Z -22 ._i.2 ._L large amounts In the present based In part on
M-MIUtonscdotI

contributions investment returns and IncomeFMA Fat maftat valu of u..t

CliOtot CMitab qu.J1fyhig dI.flba yields
Conversely the goal of more pre-determined

Sl7rsdofth...cft.ng payout policy appears to drive the operations
and investment policies of the larger

FOUNDATION DECISIONMAKING foundations They better manage their____ --

The primary purpose of private foundation In
as to promote longrun growth of the endowment

society Is one of charitable distribution
growing endowment will fund charitable grants

Increasing the longrun 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 consistent1981 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
longterm charitable distributions did Increase

In that year These foundations tend to operateafter accounting for inflation In very with more planned and structured payout policyfavorable market environment between 1983-86 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 downwar6 and reinvest more

investing provide important philanthropicHowever 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 long-run 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 1982-87

Obviously different foundations assume UES
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
decisionmaking 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 Tax-Exempt Organiza
these patterns differ with the size of the

tions 1974-87.118
foundation

In order to obtain rates of return for the
It appears that the investment returns of

years 198387 data files from consecutive years
smaller foundations determine at least in part

were matched using the employer identification
the amount of charitable dollars distributed in

numbers EINs 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 rETatively low income yields NI organizations in the $1 million under $10
and ANI in 1982 by paying out distributions at million size category to an average of 97

131



Private Foundations as Investors and Distributors

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 Managing Foundation Assets An Analysis of

Foundation Investment and Payout Proce
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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

coments distributable amount on the Form

990PF It also adjusts for excess dis
NOTES AND REFERENCES tributlons given in the past and applied

to the requirement of the current filing

Nonoperating 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 ucrash 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 Eli 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

Govermient 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 sub-groups by asset size was too low to ensure proper level of

is not adjusted for inflation This statistical confidence

preserves size classification by current

dollars Salamon and Voytek Ibid

Hopkins Bruce The Law of Tax-Exent 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 Investmeflt

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 sizegroup from
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yeartoyear due to Inflationary increases 198687 proves interesting Similar
in assets results occurred with one exception

Using this method from 1982-86 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

198287 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 198287 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 Tax-Exempt

OrganizatIons 197487 Dept of Treasury

Usi.ng this methodthe breakdown ofthe_ IRS -Statistics ofIncome Division -Publi-

period 1982-87 Into the years 1982-86 and cation 1416 Catalog l03l3C 1990
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By Margaret Riley and Alicia Meckstroth

Total assets of private foundations increased markedly Foundations continued to react to the October 1987

between 1987 and 1988 while total revenues continued stock market decline that contributed to the decreasing

to decline Total assets increased by 13 percent .for net gains from sales of assets and the drop in both total

1988 to $128.9 billion Total foundation revenues revenue and net investment income The low market

however fell at rate of percent to $16.3 billion values of many stocks through much of 1988 may have

Foundation net investment income fell by greater rate led to the lower gains from sales of assets and may also

percent to $10.4 billion Despite falling revenues and have discouraged foundations from selling stocks and

investmentincometheamountofcharitablegrantsmade instead encouraged them to defer sales of stock until

by foundations increased by percent from 1987 to 1988 market values had risen This reaction in effect may
to $7.4 billion In comparison between 1986 and 1987 have contributed to the 34-percent decrease in the net

private foundations while continuing to increase the total gain from sales of assets from 1987 to 1988 from $5.6

amount of grants distributed experienced decline in billion to $3.7 billion closer examination of changes in

total revenues and only percent increase in total the net gain less loss from sales of assets reveals that

assets total gains from sales of assets fell by 33 percent from

$5.7 billion for 1987 to $3.8 billion for 1988 Likewise total

losses from sales of assets grew by percent from

CHANGES IN FOUNDATION REVENUE ASSETS $147.9 million to $159.5 million Examining the 1986 to

AND GRANTS 1987 TO 1988 1988 period shows that the net gain from sales of assets

fell by 48 percent

sizable decrease in net gain less loss from sales of

assets 34 percent and smaller decrease in the amount The amount of contributions gifts and grants received

of contributions gifts and grants received by founda- by foundations dropped by26 percent from 1986 to 1987

tions 0.3 percent both contributed largely to the contin- but only by 0.3 percent from 1987 to 1988 During the

ued decline in total foundation revenue from 1987 to 1986 to 1988 period total contributions fell from $7.2

1988 Although net gain from sales of assets and billion to $5.3 billion Declines in the amount of contribu

contributions received both declined the combined total tions received were most prominent in the very small and

of interest and dividend income increased by 16 percent the very large foundations The smallest foundations

over the same time period
the group holding less than $1 million in fair market value

of tàtal assetsreceived $910 million in total contribu

While revenues declined total foundation expenses
continued to increase at relatively constant rate in Figure A.Percentage Changes in Selected Financial

comparison to past years percent from $9.1 billion for Items 1986 to 1988

1987 to $9.8 billion for 1988 Increasing amounts of Percentage change

charitable grants distributed by foundations largely ex-
Item 1986to 1987to

plain the growth in total expenses Declining revenues
1987 1988

Fair market value of total assets 1.0% 12.8%

and increasing expenses led to an overall decline of 19 Investments in securities 0.4 14.0

percent in net revenue or excess of revenue less loss
14.5

over expenses Figure depicts percentage changes Contributions gifts and grants received -28.1 -0.3

for various revenue items as well as for other selected Toeses
gifts and grants paid 91 99

data for the periods 1986 to 1987 and 1987 to 1988 ExcessotrevenueQesslossoverexpenses -31.6 -18.9

Foreign Special Projects Section Prepared under the direction of Michael Alexander Chief
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tions 15 percent less than in 1987 Likewise the largest to 1988 to $7.4 billion Increases in grants were

foundationsthe group holding $100 million or more in particularly prominent in the larger asset-size groups
fair market value of total assetsreceived $704 million in For instance for the largest foundations grants increased

total contributions 12 percent less than in 1987 Contri- by percent from 1987 to 1988 to $2.7 billion while for

butions received typically comprise much greater the smallest group grants increased by only slightly less

percentage of total revenue for the smallest foundations than percent to $912 million For explanations of the

compared to the largest foundations for instance 65 disparity between the large and small foundations see

percentfor the small compared toll percentforthe large The Distribution Requirement and the Payout Rate

for 1988 While the larger foundations in order to fund section and the Asset Growth Distribution Goals and

charitable giving tend to rely extensively on the growth Decision-Making section
of their endowments the smaller foundations depend

largely on contributions that they receive in given year OVERVIEW AND EXPLANATION OF PRIVATE
_____.Qriaprioryears._

Changes in the Tax Reform Act of 1986 TRA86
Statistics of Income Studies

relating to contributions of appreciated property may
have discouraged donors from making contributions of

stock or other appreciated property to foundations After The statistics presented in this article are based on data

implementation of TRA86 donations of appreciated from Form 990-PF Return of Private Foundation the

stock to nonoperating foundations defined below annual information return filed by private foundations

could still be deducted at fair market value although Statistical studies on private foundations have previously

donors could be subjected to the revised alternative been conducted for tax years 1974 1979 1982 1983

minimum tax as tax preference item on the differ- and 1985 through 1987 study for tax year 1989 is

encebetweenthefairmarketvalueandtheactualcostor currently in progress and will cover both private founda

book value of the donated stock or property Further- tions and nonexempt charitable trusts treated as private

more the lower values of stock after the October 1987 foundations under the Internal Revenue Code

market decline potentially limited both the size of

donors charitable gift and the value of the tax deduction
Data for 1987 and earlier years have been published in

for the charitable gift These same factors mayalso have
the Statistics of Income Compendium of Studies of Tax-

affected corporate giving which continued to decline

Exempt Organizations 1974-87 Except for tax year
from 1987 to 1988 by percent To further explain

1974 data for the above-cited years have also been
the drop in contributions from 1986 to 1988 donors in

published in the Statistics of Income Bulletin Some of

anticipation of the TRA86 changes may have contrib-
the data discussed in this article are based on previously

uted relatively large amounts in 1985 and 1986 thereby
unnublished statistical tabulations

making the 1987 and 1988 contributions small in compari

son

Organizations and Activities

Although revenues and net investment .income de
clined at the end of the 1988 tax year foundation assets private foundation is nonprofit tax-exempt corpora-

had rebounded from the minimal 1987 gain by increasing tion association or trust which is narrowly supported and

13 percent from 1987 to $128.9 billion The largest controlled usually by an individual family orcorporation

foundationsthose holding $100 million or more in as- as opposed to an organization receiving broad support

setsrealized an increase in assets of 15 percent from large number of sources within the general public

compared to only percent for the smallest founda- It is this narrow base of support and control which

tionsthose holding less than $1 million in assets The differentiates private foundation from publicly sup-

14 percent gain from 1986 to 1988 in the value of total ported tax-exempt charitable organization although both

foundation investments in securities to $99.6 billion receive tax exemption under Internal Revenue Code

explains much of the growth in total assets Rates of total section 501 c3 Because of the centralized support

return on assets defined in the Rate of Total Return and control private foundations are more strictly regu

section increased markedly from 1987 to 1988 thereby lated than other section 501 c3 organizations

explaining much of this growth

The two types of private foundations operating and

Despite the revenue losses the amount of grants that nonoperating are distinguished by the form of chari

foundations distributed increased by percent from 1987 table support they provide Nonoperating foundations
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generally provide indirect charitable support by making were operating foundations virtually the same percent-

grants to other section 501c3 organizations that agesasfor 1987 Approximately3l300weregrantmaking

actually conduct charitable programs Nonoperating foundations About 88 percent of the nonoperating

foundations are required each year to expend or distrib- foundations and 47 percent of the operating foundations

ute normallythrough grants or related expenses bythe made grants for 1988

end of the following year minimum amount for chari

table purposes based on the value of their net invest

ment assets also known as net noncharitable-use as-
About 29 percent of the 5833 nongrantmaking founda

sets Individual income tax deductions for contributions
tions were operating foundations Another 17 percent

to nonoperating foundations are generally more restric-
were nonoperating foundations that had no distributable

tive than deductions for contributions made to operating
amounr and therefore were not required to make

foundations or other section 501 c3 organizations
minimum distribution see the Explanation of Selected

Terms section for definition of the distributable amount
An additional 28 percent of the nongrantmakers were

If an organization can show that the level of its direct

nonoperating foundations that made other types of chari
involvement in charitable activities is sufficiently high

table distributions to satisfy the minimum distribution
then it qualifies as an operating foundation and is

excepted from the income distribution requirement and requirement for further explanation of these other

related excise taxes that would otherwise be applicable
types of qualifying distributions see the section Chari

table Distributions The remaining nonoperating
Operating foundations are required to provide direct

nongrantmaking foundations that did not fully make the
charitable support by expending substantially all 85

required distribution for 1988 had by law until the end of
percent of the lesser of their adjusted net income or

their 1989 accounting periods to do so without any tax
percent of net investment assets to actively carry on tax-

penalty Some nongrantmaking foundations were failed
exempt charitable programs as opposed to the payout

public charitiesthathad been reclassifiedasnonoperating
of grants in support of such programs In addition to

foundations Many failed public charities continued to
satisfying this income test they also must meet one of

operate direct charitable programs rather than make
three tests based on assets endowment or sources of

grants to other tax-exempt organizations
support to continue to qualify as operating foundations

Although operating foundations are not subject to

the annual payout requirement many choose to make The largest foundationsthose having assets with fair

grants in addition to carrying on charitable programs of market value of $100 million or morenumbered less

their own than 0.5 percent of all foundations for 1988 but held

slightly more than half of all foundation assets Only

Passage of the Tax Reform Act of 1969 for the first time percent of all private foundations had assets worth $10

subjected foundations to an excise tax on net investment million or more but they accounted for 80 percent of all

income The tax was imposed so that private foundations assets The group of foundations considered to be small

would share the cost of more extensive and vigorous IRS in sizewith less than $1 million in assetsaccounted

enforcement of tax laws relating to exempt organizations for 79 percent of all foundations but only percent of total

Most private foundations pay the excise tax on net assets

investment income while some operating foundations

are exempt from this tax see the section Excise Tax on

Net Investment Income The 1969 Act also imposed Top Ten Domestic Foundations

two-tier system of penalty taxes on foundations that

engaged in prohibited activities deemed not to be in the
The assets of the 10 largest domestic foundations

public interest e.g failure by nonoperating foundations
totaled $27.5 billion or 21 percent of all foundation assets

to distribute the required minimum payout after one-
Figure These foundations accounted for 10 percent

year grace period attempts to influence legislation such
of the total $7.4 billion in grants paid out by all foundations

as lobbying or participating in the campaign of candidate

for public office or engaging in certain financial transac

tions with persons having relationship with the founda- The Paul Getty Trust is the only organization listed

tion such as substantial contributors to the foundation
that is an operating foundation It actively operates

and officers directors or trustees of the foundation
programs that are mainly related to the arts and humani

ties most notable is the Paul Getty Museum an art

Of the 37141 active organizations filing private founda- museum located in California Therefore it is not surpris

tion information returns for 1988 91 percent were ing that the Getty Trust made the smallest amount of

nonoperating foundations and the remaining percent grants of the organizations listed
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grants accounted for percent of all grants made by

Figure foundations for 1988

Top Ten Domestic Private Foundations

Ranked by Size of Fair Market Value of Total
Distribution of Larger Foundations by State

Assets 19881

Money amounts are in millions of dollars

Total Table at the end of this article depicts foundation

Name Total assets grants
data by State for all those foundations with $10 million or

paid
more in book value of total assets The data indicate

that of the largest foundationsthose with fair market
Ford Foundation $5882 $218

value of assets of $100 million or more22 percent were
Paul Getty TrUst2 4520 based in New York and 149 and percent in California

Kellogg Foundation Pennsylvania and Texas respectively The larger

TrUSt/W.K Kellogg foundations in these four states as included in the tab
Foundation3 3875 104 accounted for 43 percent of total foundation assets

John and Catherine

MacArthur Foundation 3135 95 COMPOSITION OF REVENUE

Robert Wood Johnson

Foundation 2056 Dividend and interest income contributions received

Lilly Endowment Inc 1934 80 and net gain less loss from sales of assets are the three

on nrimrv omnonents of revenue for nrvate foundationsUI IIII

Andrew Mellon
Figure Together these components accounted for

Foundation 1641 60
94 percent of total revenue for 1988

Pew Memorial Trust 1562 88

10 Kresge Foundation 1097 Throughout the period 1985-1 988 contributions as

percentage of total revenue were relatively constant
Total $27532 $760

ranging between 31 and 36 percent For 1985 and 1986

AfoudationisconsldereddomesticifftlsorganizedintheUnftedStates net gain less loss from sales of assets was larger

however this does not necessanly imply that all of its activities or grant source of foundation revenue than was the combined
recipients ale domestic

total of interest and dividend income Revenue from
Paul Getty Trust is an operating foundation Mother foundations listed

are nonoperating foundations these two sources e.g gains from sales of assets and

TheW Kellogg
Foundation Trust located in New York has the combination of interest and dividends was just about

pass-through relationship with the Kellogg Foundation located in

equal for 1987 with each accounting for one-third of the

Michigan Typically the entire amount of the annual
qualifying

distributions of

total However for 1988 the proportion of revenue
the Kellogg Foundation Trust are made in the form of grant to the

W.KKelloggFoundationwtiichredlstiibutesthegrantforcharitablepurposes
attributed to net gain less loss from sales of assets

anddoesnotcounttheredlstributlonasaqualrfyi stributionofitsown.The decreased while that attributed to interest and dividend

combined total assets of the twe organizations are shown in the Total asset income increased
column but the pass-through grant of the Kellogg Foundation Trust is

excluded from the Total grants paid column

Note Detail maynotaddtototalsbecauseof rounding Net gain less loss from sales of assets sharply de
clined for both 1987 and 1988 in comparison to the

preceding years by 20 percent and 34 percent respec

While the grants of the Kresge Foundation may appear tively net drop of 48 percent between 1986 and 1988

to be relatively low compared to those of the other As indicated earlier the stock market crash of October

nonoperating foundations shown in Figure that foun- l987explainsmuchofthedropthat occurredduring 1987

dation set aside over $43.4 million to use for future and continued into 1988 The lower market value of many

charitable funding or projects This type of set-aside foundations stocks may have either induced these orga

can be counted toward satisfying the annual minimum nizationstopostpone sellingcertainsecuritiesorresulted

distribution requirement in smaller gains or larger losses on sales thatthey chose

or had to make

The assets of The Ford Foundation by far exceeded

those of any other organization in the top ten Ford Anotherfactor could be that in the years following 1981

Foundations $5.9 billion in total assets accounted for when nonoperating foundations were no longer required

percent of all foundation assets and its $217.7 million in to distribute their adjusted net income if it was larger than
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Figure

Composition of Total Revenue 1985-1 988

Total 6%

Year revenue
--

1985 $1 6.l billiori 330

___________________

iiimmisisu 4%

1986 $20.0 billion 36% 26%
_____

1987 $17.1 tilliorl 3i0 33%
__________________

IfflhIIIItIIIIrn

1988 $163 billion 32% 40% 22%

25 50 75 100

Percentage of revenue

Contributions _______ Interest and IIIIIUl Net gain less Other income

received dividend loss from

income sales of

assets
Note Component percentages may not add to 100 percent because of rounding

percent of their net investment assets sales of assets total By comparison combined total of interest divi

increased appreciably as many foundations restructured dends and net gain less loss from sales of assets

their investment portfolios to change the mix of high- accounted for 76 percent

income-yield and high-appreciation securities Between

of foundation assets increased
EXCISE TAX ON NET IN VESTMENT INCOME

The percentage distribution of major revenue sources
The excise tax on net investment income is type of

varies extensively when the size of the foundation is

audit tax originally levied on private foundations by the

considered As already mentioned smaller organiza-
Tax Reform Act of 1969 to provide funds for Internal

tions rely more heavily on charitable contributions for

Revenue Service IRS oversight of foundation activities

revenue than do larger foundations For example for
and the enforcement of laws governing their exempt

1988 contributions reported by foundations with assets
status Domestic foundations generally paid tax equal

under $1 million accounted for 66 percent of their total

to percent of their net investment income and foreign

revenue while combined total of interest dividends
foundations paid tax equal to percent of their gross

and net gain less loss from sales of assets accounted
investment income Domestic organizations computed

for 31 percent Organizations with assets of $1 million
the excise tax based on investment income from all

under $25 million reported nearly equal portions of con-
sources while foreign organizations computed the tax

tributions and combined total of interest dividends and
based on investment income from U.S sources only

net gain less loss from sales of assets As proportion

of total revenue each represented 47-percent share Effective with tax years beginning in 1985 provision

Receipts of charitable contributions played much less of the Deficit Reduction Act of 1984 altered the excise tax

important role in the revenue of foundations with assets payment requirements Under these 1985 rules the

of $25 million or more equaling only 19 percent of the excise tax was waived for certain operating foundations
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which had been publicly supported for at least 10 years tage of the 1-percent tax reduction totaling $56.8 million

or which were classified as operating foundations as of for 1988 The number of organizations qualifying for the

January 1983 had governing body broadly repre- reduction has nearly doubled between 1985 and 1988

sentative of the general public as opposed to substantial An examination of the various asset-size classes of

contributors to the foundation or members of their family foundations shows that the proportion of foundations

called disqualified persons and had no disqualified qualifying to use the 1-percent excise tax rate increased

persons as officers of the foundation asthe fairmarketvalueof assetsincreased rangingfrom

26 percent of foundations with assets under $1 million up

to 54 percent of foundations with assets of $100 million
Since 1985 the annual 2-percent excise tax could be

or more Approximately 20700 domestic foundations
reduced to percent for any domestic operating or

together reported an aggregate total of $84 million under
nonoperating foundations that had current qualifying

the2-percentexcisetax Thisamountwaslowerthanthe
distributionsthat exceeded

tax-reportedforeach-of the3-precedingyears
disfri idiiiFü percent of the current tax years net

investment income The 4-percent excise tax levied on

the gross investment income of foreign foundations has The number of operating foundations reporting an

remained unchanged For 1988 foreign foundations exemption from the excise tax on net investment income

accounted for only percent of the organizations report- has fluctuated over the 1985-1988 period The 494

ing the tax and only percent of the total amount of tax organizations claiming the exemption for 1988 were 20

reported percent of all operating foundations reporting net invest

ment income

Figure presents excise tax information for 1985-

1988 Foundations reported less total excise tax for 1988 The remaining 5600 foundations which reported no

than for each of the three preceding years One contrib- excise tax on net investment income and therefore were

uting factor tothe dropin the taxreported was the rise in excluded from Figure mostly were organizations that

the number of organizations qualifying for the 1-percent had no investment income for 1988 However small

tax reduction over the 1985-1988 period Another factor number percent of these organizations did have

was the relatively low amount of net investment income investment income but did not report the excise tax and

base on which the 2-percent tax was computed for 1988 few organizations were Canadian foundations which
The decreases in net gain from sales of assets for both under treaty with the United States did not have to pay

1987 and 1988 contributed to the decline in net invest- the excise tax

ment income for those two years

COMPOSITION OF ASSETS
About 10300 foundations about third of all organiza

tions reporting the excise tax were able to take advan
Investments form the largest portion of the total assets

FIgure D.Exclse Tax on Net Investment Income
of private foundations with securities being the most

1985-1988 frequently used investing option of these organizations

Moneyamountaarelnmullonsofdollarsj Figure Between 1987 and 1988 total assets of all

foundations increased 13 percent from $114.3 billion to
Item 1985 1986 1981 1988

t4
$128.9 billion and investments in securities rose 14

FOUNDAI1OWS REPORTING
percent from $87.4 billion to $99.6 billion While invest-

EXCISE TAX

Numberof returns 25.805 28.051 29823 31058 ments play an important role in the operations of most
Netinveatmentincome $9.437.7 $ll.507.4 $10706.7 $9893.6 foundations their importance is less for smaller-size
ExcIse tax 169.5 195.8 174.3 141.6

foundations

Numberof returns 5.270 6429 8177 10301

Net Investment Income 2.018.3 3481.4 4030.7 5667.2

Excts tax 20.2 34.8 40.3 56.8

Investments in securities ranged from 56 percent of
tax

Numberof returns 20.489 21552 21.600 20.719 total assets forthe smaller-size foundations less than $1
Net Investment Income 7371.4 8001.4 6654.8 4198.0

ExcIse tax 147.4
million in total assets to 82 percent of total assets for the

larger-size foundations total assets of $100 million or
Numberof returns 46 70 46 38 more Assets held inthe form of non-interest-bearingNetbwestmsnthcome 48.0 24.6 21.2 18.3

Excisatax 1.9 1.0 0.8 0.7 cash and also savings and temporary cash investments

REPORTING interest-bearing accounts played more prominent role

AN EXEIWT1ON
in the balance sheets of the smaller-size organizations

EXCISE TAX

Number of returns $30 494 The larger-size organizations are more likely to maintain
Net Investment Income 602.7 765.6 546.6 472.1

higher-risk investment portfolios with higher proportion 139



Private Foundations 1988

Figure E.Percentage Distribution of Asset Components by Size of Fair Market Value of Total Assets 1988

Money amounts are in biSons of dollarsj

_______________
Size of fair maket value of total assets _______________

ftem All foundations Under $1000000 $25000000 $100000000

__________________
$1000000 under $25000000 under $100000000 or more

Fair market vatus of assets total _...._.._.__ $128.9 $5.7 $32.1 $23.1 $68.0

Cash non-interest-bearing accounts 0.9% 6.6% 1.4% 0.7% 02%

Receivables 1.3 3.0 1.5 1.6 0.9

Investments total 93.4 85.3 90.9 912 95.9

Secuiities 77.3 55.7 70.7 77.2 82.2

Saangs and temporary cash investments 8.6 21.9 12.4 8.0 5.9

land buildings and equipment less accumulated

depreciation 2.4 2.1 2.1 2.6 2.4

Other investments 5.1 5.6 5.7 3.4 5.3

Charitable-purpose land buildings and equipment

less accumulated depreciation 2.0 3.1 3.6 3.1 0.8

Other assets 2.3 1.9 2.6 3.3 2.2

Receivables include accounts receivable pledges receivable grants receivable receivables due from disqualified persons and other notes and loans receivable excluding mortgages

Note Percentages may not add to 100 percent because of rounding

of long-term investments compared to the relative safety these disbursements and set-asides made up the total

and liquidity of non-interest-bearing cash savings or $9.0 billion that foundations reported as qualifying distri

temporary cash investments butions $0.9 billion of which were reported by operating

foundations and $8.1 billion of which were reported by

The $3.2 billion in securities owned by the smaller-size nonoperating foundations The qualifying distributions of

foundations and the $56.0 billion in securities owned by nonoperating foundations could be counted toward meet-

the larger-size foundations represented respective in- ing the required annual payout for charitable purposes

creases of percent and 15 percent between 1987 and called the distributable amount see The Distribution

1988 Savings and temporary cash investments of the Requirement and the Payout Rate below

smaller-size foundations increased percent from 1987

to $1.2 billion for the larger-size foundations savings As illustrated in Figure qualifying distributions spe
and temporary cash investments decreased percent to

cifically consisted of grants 82 percent operating and

$4.0 billion After total investments non-interest-bearing administrative expenses which included amounts paid
cash was the second largest asset component in the

for direct charitable activities such as operating mu-
portfolios of the smaller-size foundations but much seum or nursing home plus both charitable operations-

smaller part of the assets of the larger-size foundations
related and allowable grantmaking-related administra

As shown in Figure the ratio of non-interest-bearing tive expenses 12 percent amounts paid to acquire
cash to total assets decreases as each asset-size group assets used for charitable purposes percent amounts
increases from percent down to less than percent set aside to fund future charitable projects percent

and amounts used for charitable program-related invest-

Asset components other than investments and non- ments such as low-interest loans to tax-exempt commu-
interest-bearing cash that were reported by foundations nity organizations percent
included charitable-use land buildings and equipment
various receivables and other assets which included

The percentage distribution of these components of
items not reported elsewhere in the balance sheets such

as deferred income interest-free or low-interest loans
qualifying distributions changes significantly when the

two classifications of foundations operating and
made for charitable purposes and escrow deposits

These assets collectively accounted for percent of
nonoperating are considered As mentioned previously

and as would be expected by the nature of their classifi

aggregate foundation assets and comprised percent or
cations nonoperating foundations fulfill their exempt

less of the total assets within each of the asset-size

groups shown in Figure
purpose in an indirect manner primarily by making grants

to other charitable organizations while operating founda

tions generally expend their income for direct active

CHARITABLE DISTRIBUTIONS involvement in charitable activities and operations

Components of Qualifying Distributions
As discussed in the Overview and Exlanation of Pri

vate Foundations section nonoperating foundations have

In addition to the $7.4 billion in grants made for 1988 legal requirement to distribute minimum amount for

foundations disbursed or set aside for future distribu- charitable purposes each year Operating foundations

tion $1.6 billion in support of charitable activities All of are not subject to the same minimum payout require-
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Figure

Composition of Qualifying Distributions 1988

4% 2%
Type of foundation

All $90 billion
82% 12% 1%

6% 1% 2%

Nonoperating $8.1 billion 90

1%

iii it iitiiiitiiiiiiiiti II

Opei.aJr.g $0.9 billioi
10 1%

Percentage of qualifying distributions

_________________ Grants paid Ir1 Oerating lUtItIltIltIltIll Amounts paid

administrative to acquire

expenses assets

Set-asides Program-

related

investments

Note Component percentages may not add to 100 percent because of rounding

ment but they must still expend minimum amount each used in conducting their activities Amounts paid to ac

year under rules different from those governing quirecharitable-useassetssuchasequipmentsupplies

nonoperating foundations on direct support by actively or buildings to the extent that they are used for the

conducting charitable programs Although the two types foundations tax-exempt purpose were 24 percent of

of organizations usually operate according to their re- operating foundations qualifying distributions for

spective distribution requirements some nonoperating nonoperating foundations the corresponding proportion

foundations are actively involved in charitable programs was only percent

In addition to making grants and some operating founda

tions make grants ifl addition to operating charitabie The Distribution Requirement and the Payout Rate

programs

The following discussion of the distribution requirement

It is not surprising then that Figure shows that grants
and the payout rate excludes operating foundations be-

as percentage of qualifying distributions were 90 per-
cause they are not subject to the same distribution

cent for nonoperating foundations but only 10 percent for payout requirement as nonoperating foundations There-

operating foundations In contrast operating expenses fore all references to foundations in this section and in

plus allowable administrative expenses were 65 percent following sections are to nonoperating foundations Un-

of qualifying distributions for operating foundations but
less otherwise indicated

only percent for nonoperating foundations Because

operating foundations generally conduct their own chari- Each tax year nonoperating foundations must calcu

table programs as opposed to making grants to other late distributabIe amount which is the minimum

organizations it typical for them to include in their amount that they must distribute for charitable purposes

qualifying distributions relatively large amounts for assets by the end of the next full tax year The distributable
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amount is percent of the fair market value of net undistributed income of the previous year or previous

investment assets called the minimum investment re- years some of which was considered excess distribu

turn plus or minus certain adjustments either allowed tions carried forward to use within the next years if

or required See distributable amount net invest- needed and some of which was considered pass
ment assets minimum Investment return and net through redistributions amounts received from and

adjustments to distributable amounr in the Explanation claimed as qualifying distributions by another private

of Selected Terms section foundation and therefore subtracted out of the recipient

foundations current-year qualifying distributions

To fulfill the payout requirement foundations can apply

their current years qualifying distributions and any The foundations that reported undistributed income for

carryovers of qualifying distributions amounts paid out in 1988 applied in aggregate $865.2 million of qualifying

excess of the minimum amount required from the last distributions plus $32.8 million of carryovers against

previous years Collectively nonoperating foundations distributable amounts totaling $2.3 billion resulting in

paid out $8.1 billion in qualifying distributions and had an $1.4 billion of undistributed income These organizations

annual payout requirement distributable amount of $5.3 had an additional $1.3 billion of qualifying distributions

billion for 1988 Of the 33913 nonoperating foundations that they were unable to apply toward meeting the current

95 percent were required to make distribution for 1988 years requirement because they either were applied to

About four out of every five organizations required to the previous years or years undistributed income or

make distribution met or exceeded the required amount were considered pass-throughs

for 1988 while one out of every five did not although

these latter organizations had until the end of their 1989

reporting periods to satisfy the requirement After
Five percent of all nonoperating foundations had no

applying current-year qualifying distributions and any
payout requirement for 1988 primarily because they had

no investment assets on which the computation of the

carryovers from previous years the amount by which

foundations fell short of meeting the annual payout re-
payout requirement was based Nonetheless these

organizations made qualifying distributions totaling al
quirement is called undistributed income most $1 billion

Given that the annual required payout is not calculated

Figure shows foundation median payout rates for

until the end of an organizations reporting period and that
1986 to 1988 While the payout rates of the small-

it is based on the current periods monthly average of
size foundations fluctuated during the 1986-88 period

investment assets many foundations choose to take
rates for the medium- and large-size foundations re

advantage of the 1-year tax- and penalty-free grace
mained the same or increased Except for the group of

period for making required distributions This lag time
foundations with assets of $100000 under $1 million

gives foundations an opportunity to consider the result of
median payout rates increased between 1987 and 1988

the current years required payout calculation when pre-
Partially responsible might be the incentive offered by the

paring their grantmaking budgets for the following year
1-percent reduction in the excise tax for those organiza

tions which had current-year qualifying distributions that

Foundations that had no undistributed income mean- equaled or exceeded the sum of 5-year average payout

ing that they met or exceeded the required amount for amount plus the 1-percent reduced tax amount see the

1988 had distributable amount of $3.0 billion and made Excise Tax on Net Investment Income section including

qualifying distributions of $5.8 billion In aggregate these Figure The data shown in Figure are consistent with

foundations applied $2.9 billion of the current years

qualifying distributions and $0.1 billion in carryovers from
Figure G.Nonoperating Foundation Median Payout Rates

previous years to satisfy the payout requirement In
by Size of Fair Market Value of Total Assets 1986-1 988

some cases carryovers were used in total in othercases
Size of fair nwlcet value Median payout ratan

they were used in combination with current-year qualify-
of tos 1986 1987 1988

ing distributions to meet the requirement
All foundation 6.9% 7.0% 7.2%

Small foundation

In addition to the $3.0 billion i.e the $2.9 billion ii unsioo.ooo 10.2 9.6 10.7

distributed for 1988 plus the $0.9 billion carried over from
$100000 under $1000000 6.5 6.7 6.6

Mdiun foundaUon

previous years that was applied toward the 1988 distrib- $1 $10000000 5.6 5.7 5.9

utable amount foundations that had no undistributed
under $50000000 5.4 54 5.5

Larg foundation
income reported another$2.9 billion of current-year 1988 $50000000 under $100000000 5.1 5.2 5.3

qualifying distributions some of which was applied to 5.0 5.0 5.3
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this proposition the number of foundations claiming the of5percentormore7percentrealizedpayoutratesof 10

1-percent excise tax reduction increased between 1987 percent or more and less than percent realized payout

and 1988 by 26 percent rates of 50 percent or more

Payout rates for the largest foundations were very close INVESTING BEHAVIOR
to the required rate in contrast to those of the smaller

foundations which were much higher than the required
Since many foundations rely extensively on the man-

rate This is not unexpected because of changes in the

agement and growth of their investments as means by
grantmaking strategies that seem to occur as the asset

which to fund long-run charitable giving discussion of
size of afoundation grows Small organizationsgenerally

foundation investing behavior follows naturally from the
make qualifying distributions which are much larger than

discussion of the payout rate Private foundations reprethose required They focus more on distributing chari
sentauniqueentitywithin the American.market economy

-tabledolIars-currentIythan -on- long-term endoment
Grantmaking the primary function of nonoperating

growth Many of these small foundations traditionally
foundations distinguishes this type of organization from

distribute virtually all of the contributions they receive
other nonprofit organizations and from profit-makingwhich comprise the largest part of their income and they
firms Foundations possess great deal of latitude in the

pay out income from other sources as well
manner in which they distribute and manage their money
In order to fund charitable activity and to maximize the

Contributions received are much less important rev- size of their endowments it is optimal for foundations to

enue source for the large foundations The principal realize rate of total return on assets that equals at least

source of income for these foundations is the yield on percent plus investment costs and the rate of inflation

investments Since the required payout amount is This makes it possible for them to fulfill the charitable

percent of investment assets it is not surprising that payout requirement without eroding their endowments

larger foundations make qualifying distributions that are

relatively close to the required 5-percent payout amount
Different sizes of foundations seem to have different

and generally reinvest any remaining portion of the
charitable distribution and investment objectives and

return on their investments to ensure endowment growth
different methods by which to attain these objectives

further discussion of the different investing goals and
For example the larger foundations may tend to operate

distribution patterns of large and small foundations ap-
with more of long-term focus They seem-to invest and

pears in the sections Investing Behavior and Asset
manage their assets in order to maintain or increase the

Growth Distribution Goals and Decision-making
size of their endowments Many of these foundations

invest in order to earn income and return after account-

It may prove to be significant that the median payout ing for inflation that will allow them to meet the annual 5-

rate for the largest foundations shown in Figure percent payout requirement The larger foundations hold

increasedto5.3percentthehighestlevelon recordsince greater proportion-of assets as investments in securi

1982 which was the first year of legislated change in the ties as well as greater proportion of lower-income yield

payout requirement An examination of data from higher-risk and higher growth common stock that has

future years will be necessary to form any conclusions greater appreciation potential They also may tend

regarding actual causes for the increase or to see if in to possess the resources needed to utilize the expertise

fact trend becomes apparent of investment managers For these reasons the larger

foundations typically earn higher rates of total return

defined below than do the smaller foundations In fact
Seventy-seven percent of the 32330 nonoperating

the rate of return tends to increase as the size of the
foundations which reported distributable amount for

foundation increases
1988 had actual payout rates of percent or more 36

percent had actual payout rates of 10 percent or more
and 14 percent had payout rates of 50 percent or more Many of the smaller foundations conversely maytend

As would be expected small foundations more often to operate with more of short-term focus and with the

exceeded the payout requirementthan did largerfounda- intention of distributing large contributions currently

tions For example77percentoffoundationswithassets Oftentimes many of the smaller foundations act as con-

of $1 under $1 million realized payout rates of percent duit or pass-throughorganizations In this role they

or more 40 percent realized payout rates of 10 percent often receive contributions in year and then distribute

or more and 17 percent realized payout rates of 50 them as qualifying distributions in that same year or in the

percent or more In contrast 68 percent of foundations next year These smaller foundations compared to the

wIth assets of $50 million or more realized payout rates larger ones often do not possess the resources neces
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sary to devote to sophisticated investment and risk Figure H.Nonoperating Foundation Rates of Total

management and may not have the same incentives to Return on Assets by Size of Fair Market Value of Total

perpetuate the endowment of the foundation Moreover Assets 1986-1988

certain foundations typically the smaller ones operate Sizeoffairmajketvaiue Medlanratesofret-r

with the intention of existing for only short-term period
of total assets 1986 1987 1888

and distributing all assets within pre-determined Altfoundad ons n.e n.e n.e

timeframe In terms of investment assets the smaller
Small foundatIons

foundations tend to hold fewer assets as securities Of si under$1000000 n.e n.e

their investment holdings they tend to hold lower risk and Medium foundations

$1000000 under $i0000000 9.0% 1.3% 7.4%

higherfixed-income yield assets that do not appreciate as 11.4 0.9 8.5

rapidly thereby resulting in lower returns compared to l.erg.foutIon

the larger foundations
$50000000 under $100000000 11.8 1.1 8.9

$100000000 or more 13.9 1.4 9.6

na-not available

The GNP implicit price deflator was used to adjust
inflation

Rate of Total Return

higher than the medians for all of the foundation size

comparison of the payout rate and the rate of total
groups for each of the years studied The considerable

return helps to explain differences in the behavior of the increase in total returns from 1987 to 1988 helps to

different sizes of private foundations The rate of total
explain the increase in the value of foundation assets for

return is measurement of the total capital appreciation 988
of the endowment of foundation The rate of return

formula used here measures the change in the value of

the entire asset base with considerations for inflows and Income Yield

outf lows of money The formula adjusts for inflation

and measures the realized income from assets invest- While the rate of total return measures the change in the

ment and otherwise as well as the unrealized apprecia- value of the entire endowment of foundation the

tion or depreciation in the fair market value of assets income yield measures only realized investment income

earned by foundation each year Due to the nature of

Foundations realized increases in the value of both the data that are collected the most appropriate way in

total assets and investments in securities from 1987 to
which to calculate the net investment income yield or the

1988 13 percent and 14 percent respectively Along
NIl yield is by dividing net investment income by the end-

with these increases rates of total return increased of-year fair market value of investment assets Invest-

across size classes from the unusually low 1987 returns ment assets include savings and temporary cash invest-

For 1987 largely due to the October stock market decline
ments securities such as corporate stock corporate

that lowered the end-of-year asset values the median bonds Government bonds and Treasury bills land

foundation realized real rate of return that fell below the buildings and equipment mortgage loans and other

desired percent needed to fulfill the payout requirement
investments Net investment income is comprised of

without decline in asset value For instance for 1987 income not considered to be related to foundations

the largest foundations those holding $100 million or
charitable purpose such as interest dividends and capi

more in total assetsrealized only 1.4 percent real
tal gain net income Figure displays the median NIl

return For 1988 however median returns ranged from yields for nonoperating foundations for the years 1986 to

7.4 percent for those foundations holding from $1 million
1988

to under $10 million in total assets to 9.6 percent for the
Figure 1.Nonoperating Foundation Net Investment Income

largest foundations Median figures for real rates of total
Yields by Size of Fair Market Value of Total Assets

return for nonoperating foundations during the years 1986-1988

1986 to 1988 are shown in Figure
Size of fair market value Mediar et investment incorir yields

of total assets 1986 1987 1986

Foundations tend to realize higher total returns as the
All foundations 7.5% 7.2% 7.2%

asset size of the foundation increases Since the total
Smailfodio

return figures account for inflation it is apparent that $1 under $100000 6.3 6.4 6.6

$100000 under $1 .000.000 7.8 7.4 7.3

foundations at least those holding $1 million or more in
Medium foundations

assets realized degree of asset appreciation for 1988 $1000000 under $10000000 8.7 8.1 7.6

that enabled them to exceed the 5-percent charitable
$1O.000.000under$50000.000 11.1 9.4 7.6

Larg foundations

payout requirement The distribution of the rate of return $50000000 under$100000000 11.2 9.0 7.4

data is positively skewed since the mean returns are $100000000 or more 9.9 8.9 7.3
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As in the case of the rate of total return the large foundations growth in the amount of contributions that

foundations typically tend to earn higher NH yields than they received was steady and significant This factor

the smaller foundations For the small foundations NI helped contribute largely to the increases in the charitable

yields remained relatively constant over the entire 1986 to distributions made by this group
1988 period However for both the large and medium

foundations all those holding $1 million or more in total

assets Nil yields declined in both years following 1986 Foundations realized growth in asset value and distrib

For instance the median NIl yields for the largest foun-
uted charitable dollars during the years 1986 to 1988 in

dations fell from 9.9 percent for 1986 to 7.3 percent for patterns that differed from those evident during the 1982

1988 The distribution of the NIl yield data is positively
to 1986 period From 1982 to 1986 the large- and

skewed since the mean yields are higher than the
medium-size foundations realized asset growth that ex

medians for all of the foundation size groups for each of
ceeded the increases in their qualifying charitable

the years studied The smaller the size of the foundation distributions The smallest foundations on the other

thegreater thºmØäæ hand-paidoutmorecharitable distributions durihgtheS

yield and the median yield
years than the amount of growth in their total assets

The declining NIl yields for the large- and medium-size During the years 1986 to 1988 however the large- and

groups most likely resulted in part from declining foun- medium-size foundations paid out charitable dollars at

dation revenue and increasing investment assets Real- rate that exceeded their increase in assets Largely due

ized nonoperating foundation income in the form of net to the October 1987 stock market decline the largest

investment income declined by percent from 1987 to nonoperating foundations for instance realized unusu

1988 The significant decrease in net gain leSS loss aiiy iow total returns for 1987 and relatively slow rate of

from sales of assets helps to explain much of the decline asset growth during the entire 1986 to 1988 period 18

in net investment income The large and medium-size percent Despite this slower rate of asset growth and 20

foundations as combined group realized somewhat percent decline in revenue charitable distributions made

greater decline in net investment income for 1988 corn- by the largest foundations increased by 30 percent from

pared to the small foundations percent compared to 1986 to 1988 Conversely the smallest foundations

percent More importantly investment assets for the which had slower rates of growth for both assets and

large- and medium-size foundations as combined distributions realized higher rate of asset growth from

group increased significantly faster than for the small 1986 to 1988 than the rate at which they distributed

foundations 14 percent compared to percent These charitable dollars 11 percent compared to only per-

factors both help to explain the difference in yields for the cent At the same time however they realized declining

different sizes of foundations from 1987 to 1988 The revenue of over 25 percent It seems that the decreases

considerable growth in the rates of total return for 1988 in revenue may have influenced the grantmaking behav

compared to the declines in the NIl yields for many ior of the small foundations much more than the large

foundations shows that foundations attained greater foundations

growth from unrealized appreciation of assets than from

realized income

Larger foundations historically have realized greater

ASSET GROWTH DISTRIBUTION GOALS AND nai0re
tion of their endowments to fund charitable programs and

therefore have distributed dollars in such way as to

During the early-to-mid 1980s foundations benefited promote long-run asset growth For instance the signifi

from favorable stock market conditions that coupled with cant asset growth of the largest foundations during the

low inflation and interest rates allowed many of them to 1980s allowed them to increase distributions through

realize rates of return and income yields high enough to l988atarate fasterthananyoftheothersizegroups

easily meet the 5-percent charitable payout requirement These foundations typically pay out qualifying distribu

This favorable environment for instance during the 1982 tions at rate very near the 5-percent requirement

to 1986 period enabled many foundations to increase During the entire 1982 to 1988 period foundation endow

their charitable grants and distributions and at the same ments especially those of the largest foundations in

time expand the size of their endowments As the value creased significantly in value thereby leading to higher

of foundation assets increased so did the required required payout amounts and then increased distribu

distributableamountstherebyleadingtoincreasedgrants tions growing endowment will fund charitable grants

paid out by foundations In the case of the smaller at the same or at an increased value in the future
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Smallerfoundationsontheotherhandtypicallyrealize Despite the decline in total revenue and the unusually

lower income yields and lower returns and tend to payout low rates of total return for 1987 foundation grant

greater percentage of their assets than the larger payments increased by percent from 1987 to 1988 to

foundations From 1986 to 1988 the smaller foundations $7.4 billion Similarly qualifying distributions for all foun

distributed charitable dollars at slower rates of increase dations increased by 10 percent to $9.0 billion and

than in prior years In planning charitable distributions charitable payout rates tended to increase slightly as

the smaller foundations tend to depend largely on the well While the largest nonoperating foundationsthose

amount of contributions that they receive It seems that holding $100 million or more in assetsincreased distri

the large drop in the amount of contributions received by butions by 13 percent from 1987 to 1988 the smallest

these foundations during the 1986 to 1988 period helped foundationsthose holding less than $1 million in as-

to reduce the growth of their grantmaking during this setsincreased their distributions by only percent

period Approximately one-third of all foundations were able to

take advantage of the 1-percent excise tax reduction for

The differences in foundation total returns income 1988 since they distributed charitable dollars for that year

yields contributions received and charitable payout
at rate that exceeded their most recent 5-year average

practices raise questions regarding the investment and charitable payout amount plus percent of their current-

distribution behavior of the different sizes of foundations year net investment income

For instance how does the rate of total return and

possibly the Nil yield in one year affect the grantmaking These changes in revenues assets and charitable

budgets and the payout rates of the following year or
giving for 1988 help to further depict variations in the

years In other words do certain foundations respond to
investment and distribution behavior of the various sizes

relatively low returns with low payout rates or to high
of foundations The largest foundations which typically

returns with high payout rates And do these patterns
rely more heavily on the appreciation of their endow-

differ with the size of the foundation Data from 1989 ments in order to fund charitable programs increased

relatively strong year in terms of growth of the stock
both assets and charitable distributions at the greatest

market and the economy mayprovide further insight into
rate from 1982 to 1988 In order to fund charitable giving

the interplay of all of these factors
at an increased rate in both the present and the future

many foundations rely heavily on the growth of their

SUMMARY endowments while others rely largely on the amount of

contributions that they receive currently

Total private foundation revenue continued to decline

from 1987 to 1988 by percent or $837 million During DATA SOURCES AND LIMITATIONS
the entire 1986 to 1988 period total foundation revenue

fell by 19 percent to $16.3 billion The two largest

components of revenue contributions received and net The statistics in this article are based on sample of

gain less loss from sales of assets declined from 1987 Tax Year 1988 private foundation returns Forms 990-

to 1988 by 0.3 percent and 34 percent respectively to PF filed with the IRS IRS required organizations having
$5.3 billion and $3.7 billion Likewise net investment

accounting periods beginning in that year and therefore

income fell by percent to $10.4 billion from 1987 to
ending in general in December 1988 through November

1988
1989 to file 1988 Form 990-PF Some part-year returns

were included in the sample for organizations that

Despite decreases in total revenue foundation end-of- changed their accounting periods or filed initial or final

year fair market value of total assets increased by 13 returns Approximately 60 percent of the foundations

percent from 1987 to 1988 to $128.9 billion The largest accounting periods cover Calendar Year 1988 or in some

foundations realized the greatest gains in assets By cases part-year periods that ended December 1988

years end foundations seemed to have recovered from The remaining 11 noncalendar-year accounting periods

much of the effect of the October 1987 stock market when grouped together include period of time that

decline As an indication of recovery foundation rates of ranges from February of 1988 to November of 1989 and
total return increased markedly from the unusually low may also include some part-year periods While the

1987 returns Rates of total return ranged from 7.4 to 9.6 majority of the 1988 data are for Calendar Year 1988

percent For instance the largest foundationsthose approximately 40 percent of the data were reported for

holding assets with fair market value of $100 million or noncalendar-year periods that go beyond the end of

morerealized real rate of total return of 9.6 percent for Calendar Year 1988 In total however rfost of the

1988 compared to only 1.4 percent for 1987 financial activity is associated with Calendar Year 1988
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The 1988 sample was stratified based on size of book dress Internal Revenue Service Statistics of Income
value of total assets and was selected at ratesthat ranged DMsionRSF P.O Box2608 Washington DC 20013-
from 7.1 percent for the more numerous but very small 2608
asset-size returns to 100 percent for the relatively few

returns with large amounts of assets The 5111
EXPLANATION OF SELECTED TERMSreturns in the 1988 sample were drawn from an estimated

population of 37141 Returns filed by nonexempt
charitable trusts and certain taxable foundations were The

following explanations describe terms as they
excluded from the statistics for 1988 Beginning with Tax applied to private foundations for 1988
Year 1989 however SOt will provide data on Code
section 4947a1 charitable trusts that filed Form 990-

Adjusted Netlncome.In general this was the amountPF
by which private foundations gross income exceeded

ibixpenses_associated_witkearningihe income In---- --- --

The 1988 study was designed to provide reliable esti-
cluded were all amounts derived from or connected with

mates of total assets and total revenues based on property held by the foundation such as net short-term

sample of returns To accomplish this 100 percent of capital gain ordinary investment income dividends and
returns with assets book value of $10 million or more interest rents and royalties and income from amounts

were included in the sample since these were the returns
set aside for future charitable use from all charitable

that dollar-wise accounted for the majority of foundation functions or from unrelated trade or business activities

activity For example the 1262 returns in this sample
Excluded were contributions received and long-term

with $10 million or more in assets accounted for approxi-
capital gains Long-term capital losses could be reported

matey 25 percent of all sample returns and 77 percent of
as other expenses This item was reported on Form

the estimated book value of total assets of all founda- 990-PF Part line 27c column

tions The remaining 3849 returns in the 1988 sample
were randomly selected at various rates depending on Assets Zero or Unreported.l ncluded -in this asset size
the asset size 7.1 percent for those returns with assets

category were final returns of liquidating or dissolving
under $100000 9.1 percent for those returns with assets foundations which had disposed of all assets and
of $100000 under $1000000 and 23.8 percent for returns of foundations not reporting end-of-year assets
those returns with assets of $1 000000 under that had apparently distributed or disposed of all assets
$10000000 and income received during the year

The population from which the 1988 sample was drawn Capital Gain Net lncome.This was the amount of net

consisted of private foundation records posted to the IRS gain from the sale or disposition of property used for

BusinessMasterFileduring 1988and 1989 Someof the investment purposes property used for exempt pur
records designated were for organizations that were poses was excluded Capital losses from the sale or

deemed inactive or terminated Inactive and terminated other disposition of property could be subtracted from

private foundations are not reflected in the estimates For capital gains only to the extent of such gains Capital gain
the small number of large private foundations for which net income was used to compute net investment income
the return for the 1988 Tax Year had not yet been filed or on which an excise tax generally must be paid This item

was otherwise unavailable for inclusion in the study data was reported on Form 990-PF Part line column
were esthnated using other returns having similar char
acteristics

Disbursements for Charitable Purposes.These de
ductions comprised the largest component of qualifying

The data presented were obtained from returns as
distributions and were represented by grants paid oper

originally filed In most cases changes made to the ating expenses and necessary and reasonable adminis

original returnasaresultof eitheradministrative process-
trative expenditures for activities that were directly re

ing or taxpayer amendment were not incorporated into
lated to the tax-exempt purposes of the foundation

the data base discussion of the reliability of estimates
These amounts were determined solely on the cash

based on samples and methods for
evaluating both the receipts and disbursements method of accounting as

magnitude of sampling and non-sampling error and the required by law and regulations This item was reported

precision of sample estimates can be found in the general
on Form 990-PF Part line 26 column

Appendix to this report Estimates of the coefficients of

variation CVs or other sampling information can be
Disqualified Persons.With respect to engaging in

obtained by writing to the authors at the following ad-
prohibited transactions with private foundation such as
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self-dealing the following were considered disqualified distributions Any grant administrative expenses in

persons all substantial contributors to the foundation excess of the 0.65 percent calculation could not be

generally those who contributed an amount over $5000 treated as qualifying distributions This temporary limita

which was more than percent of total contributions tion on grantmaking expenses expired on December31

received by the foundation foundation officers 1990 Beginning with the 1991 tax year foundations were

directors trustees or managers an owner of more no longer subject to this requirement This item was

than 20 percent interest voting power profits interest reported on Form 990-PF Part XIII line

or beneficial interest in an organization which was

substantial contributortothe foundation 4amemberof
Inventories.The value of materials goods and sup-

the family of any individual described above including
plies purchased or manufactured by the organization and

spouse ancestors children grandchildren great-grand-
held for sale or use in some future period This item was

children and spouses of children grandchildren and
reported on Form 990-PF Part II line columns

great-grandchildren but not brothers or sisters
beginning-of-year book value end-of-year book

organizations in which persons described above held
value and end-of-year fair market value

more than 35-percent interest another private

foundation for purposes of the tax on excess business

holdings which was effectively controlled by person or Land Buildings andEquipment Charitable-use.The

persons in control of the foundation in question and book value or fair market value less accumulated

government official for purposes of the tax on self- depreciation of all land buildings and equipment not

dealing held for investment purposes Included was any property

plant or equipment owned and used by the organization

Distributable Payout Amount.This was the mini-
in conducting its charitable activities This item was

reported on Form 990-PF Part II line 14 columns
mum payout amount which was required to be distributed

beginning-of-year book value end-of-year book
by the end of the year following the year for which the

return was filed in order to avoid an excise tax for failure
value and end-of-year fair market value

to distribute income currently The distributable amount

was computed as percent of net investment assets Land Buildings and Equipment Investment-use

called the minimum investment return minus taxes on The book value or fair market value less accumulated

both net investment income and unrelated business depreciation of all land buildings and equipment held for

income plus or minus other adjustments either allowed investment purposes such as rental properties This item

or required see Net Adjustments to Distributable was reported on Form 990-PF Part II line 11 columns

Amount This item was reported on Form 990-PF Part beginning-of-year book value end-of-year book

line value and end-of-year fair market value

Excess Distributions Cariyover.This was the amount Minimum Investment Return .T his was the aggregate

distributed after fulfilling the charitable payout require- fair market value of assets not used for charitable

ment that equaled the excess of qualifying distributions purposes less both the indebtedness incurred to acquire

over the distributable amount Amounts from the current them and cash held for charitable activities multiplied by

year and the prior years could be carried forward in percent The minimum investment return was used as

order to be applied to the distributable amount for the base for calculating the distributable amount This

following years This item was reported on Form 990-PF item was reported on Form 990-PF Part IX line

Part XIV line

NetAdjustments to DistributableAmount.Adjustments

Excess Gre ntAdministrative Expenses.T hi was the that increased the distributable amount consisted of

amount of .grantmaking administrative expenses in- increases attributable to the income portion as distinct

curred by foundation in the charitable grantmaking from the principal portion of distributions from split-

process that exceeded the amount which could be ap- interest trusts on amounts placed in trust after May 26

plied to either the charitable payout requirement im- 1969 split-interest trust is trust which is not exempt

posed on nonoperating foundations or the income test from tax not all of whose interests are devoted to chari

imposed on operating foundations defined below The table religious educational and like purposes but which

1984 Deficit Reduction Act required that only the portion has amounts in trust for which charitable contribution

of grant administrative expenses incurred by founda- deduction is allowed Recoveries of amounts previously

tion that did not exceed 0.65 percent of 3-year average treated as qualifying distributions also had to be added

of net investment assets could be treated as qualifying back to the distributable amount
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Adjustments that decreased the distributable amount adjusted net income This item was reported on Form

were the result of income required to be accumulated as 990-PF Part line column

part of an organizations governing instrument These

adjustments were allowed only for foundations organized

before May 27 1969 whose governing instrument con-
Nonoperating Foundations.These were organizations

tinued to require the accumulation since State Courts
that generally carried on their charitable activities in an

indirect manner by making grants to other organizations
would not allow the organization to change its governing

that were directly engaged in charitable activities in

instrument These itemswere reported on Form 990-PF
contrast to those operating foundations engaged in

Part lines 4a 4b and
charitable activities themselves However some

nonoperating foundations were actively involved in chari

Net Gain orLoss from Sale of Assets.lncluded was table programs in addition to making grants Nonoperating

profit or loss from sales of items such as securities land foundations were subject to an excise tax and possible

buildings or-equipment- Gain or loss--reflected the -additional-penalties-for failure to- distributean-annual

amount shown on the books of the foundation and in- minimum amount for charitable purposes within re

cluded any amount from the sale of property used for both quired time period

investment and tax-exempt purposes Most of the gain

or loss was from sales of stocks and bonds Profit or loss
Operating Foundations.These foundations generally

from the sale of inventory items was included in gross
expended their income for direct active involvement in

profit loss from business activities This item was
tax-exempt activity such as operating library or mu-

reported on Form 990-PF Part line column
seum or conducting scientific research To qualify as an

operating foundation for particular taxabe year
Net Investment Assets Noncharitable-use Assets private foundation had to spend at least 85 percent of the

For purposes of calculating minimum investment re- lesser of its adjusted net income or minimum investment

turn only the average rather than end-of-year fair return on the direct active conduct of exempt-purpose

market value of assets that were not used or held for use activities the income test and satisfy one of three other

for tax-exempt purposes entered into the computation tests termed the assets test the endowment test and

An asset was not used directly in carrying out the the support test Operating foundations were excepted

foundations exempt purpose if it was not used in carrying from the income distribution requirement and related

out charitable educational or other similar function excise taxes that were applicable to nonoperating foun

which gave rise to the exempt status of the foundation dations

Examples include the fair market value of securities and

rental property owned by the foundation for investment
Distributions made by private nonoperating founda

purposes This item was reported on Form 990-PF Part
tion to an operating foundation qualified toward meeting

IX line

the nonoperating foundations distribution requirement

Distributions made by one nonoperating foundation to

Net Investment lncome.This was the amount by another were subject to number of conditions and

which gross investment income including capital gain net restrictions requiring pass-through of the distribution

income exceeded allowable deductions Included in whereby the donor foundation received credit for

investment income were interest dividends rents pay- qualifying distribution but the donee foundation did not
ments with respect to securities loans and royalties Additionally contributions to operating foundations were

Excluded were tax-exempt interest on governmental deductible on individuals income tax returns up to 50

obligations and any investment income derived from percent of their adjusted gross income as opposed to 30

unrelated trade or business activities that were subject to percent for contributions to nonoperating foundations

the unrelated business income tax reported on Form 990-

This item was reported on Form 990-PF Part line

OtherAssets.Assets reported as Other included
27b column

those assets not allocable to specific asset item on the

Form 990-PF balance sheet or not included elsewhere on

Net Short-term Cap ital Gain.This was the amount of the return and certain amounts given special treat-

net gain from the sale or disposition of property used for ment in the course of statistical processing The first

both investment and charitable purposes that was held category included such items as construction reserve

not more than 12 months Short-term capital losses from land deferred income dividends receivable escrow

the sale or disposition of property could be subtracted deposits income tax refunds interest discounts interest-

from short-term capital gains only to the extent of such free loans overdraft protection and program-related

gains Net short-term capital gain was used to compute investments The second category included amounts
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reported by the return filer as negative liabilities This Total Expenses.T his was the sum of contributions

item was reported on Form 990-PF Part II line 15 gifts and grants paid plus various operating and admin
columns beginning-of-year book value end-of- istrative expenses related to both investment and chari

year bookvalue andc end-of-yearfairmarketvalue table-purpose activities Total expense items were re

ported as shown on the books and records of the

foundation and were based on either the cash receipts or

Other lnvestments.lnvestments reported as Other
the accrual method of accounting This item was reported

included such items as advances bank certificates cash on Form 990-PF Part line 26 column
values of life insurance certificates of investment invest

ments in art coins gold gems and paintings miscella

neous loan income and patronage dividends This item
Total Revenue.T his was the sum of gross contribu

was reported on Form 990-PF Part II line 13 columns tions gifts and grants received interest and dividends

beginning-of-year book value end-of-year book from securities savings and temporary cash invest-

value and end-of-year fair market value ments net gain less loss from sales of assets mostly

investment assets but also charitable-use assets gross

rents and royalties gross profit or loss from business

Private Foundation.This type of organization was activities and other miscellaneous income Total rev-

defined under the Internal Revenue Code as nonprofit enue items were reported as shown on the books and

corporation association or trust with narrow source of records of the foundation and were based on either the

funds which operated or supported social educational cash receipts or the accrual method of accounting This

scientific charitable religious and other programs dedi- item was reported on Form 990-PF Part line 12 column

cated to improving the general welfare of society

private foundation was an organization which qualified

for tax-exempt status under Code section 501 c3 and
Undistributed Income.The portion of the required

was not church school hospital medical research
distributable amount still undistributed after applying

organization an organization with broad public support
against it the sum of current-year qualifying distributions

in the form of contributions or income from tax-exempt and any excess distributions carryover from prior years
activities an organization which was operated by or in

Sanctions were imposed in the form of penalty taxes on
connection with any of the above described organiza-

private foundations that did not pay out an amount equal
tions or an organization which conducted tests for public

to the distributable amount by the end of the following
safety The primary difference between private founda-

tax year This item was reported on Form 990-PF Part
tion and public charity lay in the sources of each type

XIV line 6f column
of organizations funding foundation usually received

its funds from an individual family or corporation

while as the name implies public charity received its NOTES AND REFERENCES
funds mainly from large number of sources within the

general public The Explanation of Selected Terms section at the

end of this article defines total assets total revenue

Qualify/ngDistributions.lncluded were disbursements
and other selected items reported on the IRS Form

990-PF Return of Private Foundation
for charitable purposes grants direct expenditures to

accomplish charitable purposes and charitable-purpose

operating and administrative expenses amounts paid to Unless otherwise indicated dollar amounts and

acquire assets used directly to accomplish tax-exempt percentages are not adjusted for inflation Inflation-

functions charitable program-related investments and adjusted real values were calculated using the

amounts set aside for future charitable projects Qualify- implicit price deflators for the Gross NatiOnal Prod

ingdistributions couldbecreditedagainstthefoundations uct contained in the Council of EconomicAdvisors
obligation to pay out its distributable amount This item Economic Report of the President February 1990
was reported on Form 990-PF Part XIII line Table C-3 Also all references to assets are stated

at fair market values unless book value is specifi

cally noted
TotalAssets.This was the sum of all assets reported

in the foundations end-of-year balance sheet shown at

both book value and fair market value This item was Dividend and interest income is reported on the

reported on Form 990-PF Part II line 16 columns Form 990-PF as two items interest on savings

beginning-of-year book value end-of-year book and temporary cash investments and dividends

value and end-of-year fair market value and interest from securities

150



Private Foundations 1988

Source Book Statistics of ncome1988 Corpo- profit Charitable Organizations 1986 and 1987

rati Income Thy Returns U.S flpnartment of the Statistics of Income Bulletin Fall 1991 Volume 11

Treasury Internal Revenue Service Pub 1053 Number

1991

Programs termed charitable refer to tax-exempt

The data presented in this article are from the tax activities which are charitable educational scien

year 1988 Form 990-PF required to be filed by tific social literary or religious in nature

organizations which had accounting periods begin-

fling in 1988 Therefore the statistics for tax year

1988 generally
include organizations

with account-
Generally the assets test was met if 65 percent or

ing periods that ended within the period December
more of the foundations assets were used directly

1988 to November 1989
for the active conduct of charitable activities The

endowment test was met if the foundation normally

made-distributions-for-the-active-conduct of-chari

nonexempt charitable trust described in Internal
table activities in an amount not less than two-thirds

RevenueCodesection 4947a1 isatrust1that
of its minimum investment return The support

is not considered tax-exempt under Internal Rev- test was met if substantially all of its support other

enue Code section 501 which has exclu-
than from gross investment income was normally

sively charitable interests and for which received from the public or from five or more

charitable tax deduction is allowed forcontributions qualifying exempt organizations and no more

received Nonexempt charitable trusts that are not than 25 percent of its support other than from gross

ihIlCu sunnorted are subject to the excise tax investment income was normally received from

provisions for private foundations and are required any one such qualifying exempt organization and

tofileaForm990-PF Return of PrivateFoundation no more than half of its support was normally

Publicly supported nonexempt charitable trusts
received from gross investment income

are reqUired tofile Form 990 Return of Organiza

tion Exempt From Income Tax Nonexempt chari

table trusts must pay an annual tax on income
SomeofthefoundationsclassifiedasnonOperating

for 1988 were failed public charities organiza

usually from investments that is not distributed or
tions that were originally classified as public chari

set aside for charitable purposes and they must
ties but could no longer qualify for that favored

report such income and tax on Form 1041 U.S
status because they failed to maintain the required

Fiduciary Income Tax Return minimum of support from public sources Most

often the reclassified nonoperating foundations

Internal Revenue Service Statistics of Income continued to operate like public charities conduct-

Compendium of Studies of Tax-Exempt Organiza-
ing programs or providing direct services as op

tions 1974-1987 U.S Department of the Trea- posed to making grants to accomplish charitable

sury Internal Revenue Service Pub 1416 1991 purpose Many of these organizations may have

Available from the Statistics of Income Division qualified as operating foundations but did not

Internal Revenue Service Washington DC request such status from the Internal Revenue

Service

Results of private foundation studies for 19821983

1985 and 1986-87 have been published in various
Since only those foundations holding $10 million or

issues of the Statistics of Income Bulletin Fall
more in book value of total assets were sampled at

1985 Volume Number 1982 data Winter
rate of 100 percent only those foundations were

1986-1987 Volume Number 1983 data
included in Table Those foundations sampled at

Summer 1989 Volume Number 1985 data
rates of less than 100 percent were not sampled to

and Spring 1991 Volume 10 Number 1986-87
match the distribution of foundations by geographic

data
region Therefore State data forfoundations hold

ing under $10 million in book value of assets were

not necessarily representative of State populations

For an in-depth discussion of organizations other and were not included in the table However in

than private foundations which are tax-exempt order to remain consistent with Tables and

under Internal Revenue Code section 501 c3 assets in the table were presented in fair market

see Hilgert Cecelia and Mahler Susan Non- value
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The item qualifying distributions as defined in the on both net investment income and unrelated

Internal Revenue Code and as used on the Form business income plus other relatively small net

990-PF may be slightly misleading because it adjustments Because of high inflation rates in the

includes not only amounts that were actually distrib- early 1980s it was thought that the requirement to

uted but other amounts spent or set aside for pay out all of foundations current income if it was

charitable purposes as well higher than the minimum investment return would

have gradual eroding effect on the real value of

In addition to reductions in the fair market value of
investment assets The change under ERTA was

net investment assets allowed for the excise tax on
intended to provide relief to foundations from such

net investment income and the unrelated business payout requirement Beginning with 1982 the

income tax imposed under Internal Revenue Code payout requirement was limited to the minimum

section 511 reductions for blockage or other
investment return without regard to adjusted net

marketability discounts are permitted These dis-
income

counts limited to 10 percent in the case of securi

ties but statutorily unlimited in other cases such as The payout rates of foundations remained relatively

land holdings can effectively reduce the net invest- high well above the 5-percent level for 1982 either

ment asset base and thus result in minimum because of previous grantmaking commitments or

payout level of less than percent of fullfair market because it was period of transition whereby foun

value in many cases An example of this type of dations started to adjust to the new rule For 1983

discounting would be foundation that owns 15 the median payout rates shown in the statistics for

percent of the stock of publicly held corporation
all foundation size classes dropped significantly

This percentage represents block of securities so moving closerto the 5-percent required payout rate

large in relation to the volume of actual sales on the An in-depth explanation of the effects of ERTA on

existing market that it could not be liquidated in the payout rates of private foundations is contained

reasonable time without depressing the market in Meckstroth Alicia and Riley Margaret Private

Because of this situation the foundation is allowed Foundation Returns 1986-87 Statistics of Income

to discountthefairmarketvalueofthestockforthe Bulletin Spring 1991 Volume 10 Number pp

purposes of reporting it on the Form 990-PF 23-50

To calculate the payout rate the amount of ad-
For more detailed information on the investing and

justed qualifying distributions was divided by the
distributing behaviorof foundations referto Salamon

amount of the monthly average of net investment
Lester and Voytek Kenneth Managing

or noncharitable-use assets This payout formula
Foundation Assets An Analysis of Foundation In-

adjusts qualifying distributions with additions and vestmentand PayoutProceduresandPerformance

subtractions that are made to the required distrib-
The Council on Foundations 1989

utable amount on the Form 990-PF Return of

Private Foundation The numerator of the formula Salamon and Voytek ibid

also includes excess distributions made in the past

and applied to the requirement of the current filing Salamon and Voytek ibid

year

The rate of total return formula is the same as that

The median payout rate for these foundations was developed and used by Salamon and Voytek in

6.5 percent for 1982 It then dropped to 5.0 percent
their studies on foundation assets See Salamon

for 1983 and ranged between 5.0 to 5.1 for the and Voytek ibid p.32 The formula is as follows

period 1983 to 1987 except for 1984 for which RATE OF TOTAL RETURN

statistics are unavailable The Economic Recov- Fair Market Value of Assets

ery Tax Act of 1981 ERTA changed the method of
Beginning Fair Market Value of Assets

Contributions Received by the Foundation

computing the payout requirement effective with
Grants Paid by the Foundation

1982 reporting periods Prior to 1982 foundations Operating and Administrative Expenses

had to pay out the higher of adjusted net income Excise Tax Paid on Net Investment Income

defined in the Explanation of Selected Terms or
DIVIDED BY

the minimum investment return percent of the fair Fair Market Value of Assets

market value of net investment assets minus taxes Contributions Received /2
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The beginning fair market value of assets for any given distributions at rate faster than any other group
year equais the ending fair market value reported on the

from 1982 to 1988 This result occurred when
prior years return Thus in order to provide consistent

stratifying the data using two different measures
formof measurement by which to compare rates of return

among different years the ending fair market value of current dollar assets the standard method and
asset amounts reported for both the year subject to the constant dollar assets Stratifying the asset size

computation and the prioryearwere used to compute the
groups by constant dollars accounts for those toun

rate of total return In order to obtain an inflation-adjusted
dations which moved to larger size group due to

real rate of return the figure equaling the beginning of year

fair market value of assets was adjusted using the GNP an inflationary increase in the value of their assets

implicit price deflator Using the method of constant dollar stratification of

assets with 1982 dollars the largest size group

To calculate the rate of total return shown in Figure
still achieved greater rate of increase in both

private foundation information returns from data distributions and assets than any other size group

-samples4or-consecutive years- were -matched i- The increases equaled 84 percent and 95 percent

order to analyze both the beginning- and end-of- respectively

year fair market value data The returns in the

samples were matched by the employer identifica
The sample was stratified based on book value of

tion number EIN
assets rather than fair market value because of

testing methods employed by the Internal Revenue
Due to the lower sampling rates for the smaller Service in the development of its Business Master

foundations the rate of matching the information
File data base from which the SOl sample was

returns for consecutive years was not high enough drawn The Master File contains an amount for fair

to ensure proper level of statistical confidence
marketvalueoftotalassetsthatisnotfullytestedfor

Therefore the rate of return was only calculated for
accuracy of input because other items necessary

the medium- and large-size foundations those
for mathematically checking it are not available on

holding $1 million or more in assets
the data base Therefore it is not reliable forsample

selection Book value of total assets on the other

The largestfoundationsthose holding $100 million hand is fully tested for accuracy because the items

or more in assetsincreased assets and qualifying necessary to do so are available on the data base
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Private Foundations and Charitable Trusts 1989

by Alicia Meckstroth

rivate foundations experienced strong year for

1989 as both total revenues and total assets Foundations Increases in Selected

increased markedly from 1988 Total founda- Financial Items 1987-1989
tion revenues increased by 22 percent to $19.9 bfflion

Percentage Increase
reversing the trend of declining revenues from 1986 to _______ _______
1988 Increased revenues resulted largely from Item 1987 to 1988 to

1988 1989
significant increases in the amount of contributions

received 32 percent and net gains from sales of assets 30
Fair market value of total assets 12.8 17.7

percent Decreases in these two items contributed to investments in securities 14.0 21.9

declining revenues for the previous years Total founda- Total revenue -4.9 22.3

Net gain less loss from sale of assets -34.4 29.8
tjon assets increased at the highest annual rate of the past

ContrutIons gifts
and grants received -0.3 31.7

decade by 18 percent to $151.7 billion Assisted by Dividends and interest from securities 11.0 19.1

relatively strong stock market in 1989 the value of
Total expenses 7.5 10.0

investments in securities which represented 80 percent of Contributions gifts and grants paid 9.0 9.9

total assets increased by 22 percent Foundations main- Excess of revenue less loss over expenses -1R.9 40.7

tained consistent level of growth in charitable giving for

1989 with the amount of their contributions and grants
Aided by relatively strong stock market foundations

increasing by 10 percent over 1988 to $8.1 bfflion
earned over 60 percent of their revenue from investment

Additionally for 1989 over 2600 Internal Revenue Code
income primarily dividends and interest from securities

section 4947a1 charitable trusts held $2.9 billion in

and net gains from sales of assets Foundations reported
total assets realized $404.6 million in total revenues and

$5 billion in gains and had less than $0.2 billion in losses
distributed $143.7 million in contributions and grants

The net gains from sales of assets primarily represented

Changes in Foundation Revenue Assets and gains from sales of investments in securities e.g corpo

rate stocks and bonds and Government obligations The
Grants 1988 to 1989

small foundations those holding less than $1 million in
The increases in contributions received net gains from

fair market value of total assets reported 36 percent more
sales of assets and dividends and interest from securities

in net gains for 1989 than for 1988 while the largest

largely explain the growth in foundation revenue for
foundations reported 22 percent more in net gains for

1989 These three revenue components comprised almost
1989 This is significant since small foundations

90 percent of the $19.9 billion of total foundation revenue
compared to large foundations tend to rely less on gains

for 1989 Nearly 18000 foundations or 46 percent of the
from sales of assets and more on contributions Founda

population received contributions that totaled $6.9 billion
tions seemed to have recovered from the October 1987

for 1989 Over half of all foundations 54 percent stock market decline which lowered real asset values and
received no contributions for 1989 slightly larger

resulted in notable decreases in net gains for both 1987

percentage of the small foundations received contribu-
and 1988

tions compared to the large foundations While all
Total

expenses increased at less than half the rate of
foundation size-groups received notable increases in

total revenues 10 percent compared to 22 percent for

contributions the largest foundations those holding $100
total revenue This disparity helps to explain the 41-

million or more in fair market value of total assets
percent increase in the excess of revenue less loss over

received contributions from donors that were 136 percent
expenses The amount of contributions gifts and grants

more than the contributions that they received in 1988 In
given by foundations comprised nearly 80 percent of total

contrast from 1986 to 1988 contributions to the largest
expenses Total foundation grants grew at relatively

foundations fell by over 50 percent Large foundations
constant rate compared to previous years 10 percent The

typically do not rely heavily on contributions received as
amount of administrative expenses used in the

source of revenue Figure depicts percentage changes
grantmaking process termed grant administrative ex

for various revenue items as well as for other selected
penses equaled only percent of total foundation ex

data for the period 1987 to 1989
penses

Total foundation assets increased by 18 percent from
Alicia Meckstroth is an economist with the Foreign Special

Projects Section This article was prepared under the direction 1988 to 1989 to $151.7 billion This growth rate repre

160 of Michael Alexander Chief sented the biggest annual gain in foundation assets of the
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J171 t1TTT Fl decade The largest founda- on private foundations have previously been conducted

tions realized the greatest for Reporting Years 1974 1979 1982 1983 and 1985

gains in assets increasing through 1988 Data for 1987 and earlier years were

ii 11 from $68.0 billion for 1988 to published in the Compendium of Studies of Tax-Exempt

41irr1nl $85.2 billion for 1989 or 25 Organizations 1974-1 987 second Compendium

percent The total assets of the covering data from 1987 to 1989 will be published during

jMlIrnt1mIs_ smallest foundations in 1993 With the exception of Reporting Year 1974 data

contrast increased by only4 fofthe ªbove-citŁd yeirs have alao been published in the

percent Bracket creep Statistics of Income Bulletin

VLlIIs
explains part of the disparity

between these size groups Organizations and Activities

Bracket creep
refers to foundations that moved to larger private foundation is nonprofit tax-exempt corpora-

asset size group due to increases in their assets either tion association or trust which is narrowly supported and

from inflation or from appreciation or new acquisitions controlled usually by an individual family or corpora-

Foundations held $121.4 billion in investment securities tion as opposed to an organization receiving broad

or 80 percent of total assets The growth in these invest- support from large number of sources within the general

ments 22 percent from 1988 to 1989 explains much of public This narrow base of support and control helps to

the growth in assets As with total assets the largest
differentiate private foundation from publicly sup-

foundations realized the greatest gains in investment ported tax-exempt charitable organization Both receive

securities 29 percent compared to percent for the small tax exemption under section 501c3 Because of the

foundations Beginning with the 1990 statistics data will centralized support and control private foundations are

be available on investments in corporate stock corporate more strictly regulated under the law than are the other

bonds and U.S and State Government obligations section 501c3 organizations that file the Form 990

Comparisons of the different size classes of foundations Return of Organization Exempt From Income Tax Private

are discussed throughout this article The following foundations represent approximately 23 percent of the

classifications apply throughout unless otherwise mdi- total number of 501c3 tax-exempt organizations that

cated the smallest foundations refers to the group file information returns with the Internal Revenue Service

holding less than $100000 in fair market value of total IRS Of these organizations foundations hold 15 percent

assets excluding foundations that report assets equal to of the total book value of assets and earn only percent

zero small foundations refers to the group holding less of total revenue

than $1 million in assets excluding foundations that The section 4947a1 charitable trusts that are in-

report assets equal to zero medium-size foundations cluded in this study are treated separately in both the

refers to the group holding from $1 million to less than statistical and descriptive analyses Information on these

$50 million in assets large foundations refers to the charitable trusts can be found beginning with the section

group holding $50 million or more in assets and the on charitable trusts.These trusts have exclusively chari

largest foundations refers to the group holding $100 table interests and like foundations they file the Form

million or more in assets 990-PF They represent only percent of all Form 990-PF

filers Other 4947a charitable trusts which receive

Overview and Explanation of Private the majority of their support from public rather than from

Foundations private sources file the Form 990 Section 4947a2
split-interest trusts which have both charitable and

Statistics of Income Studies noncharitable beneficiaries file the Form 5227 Split-

The statistics presented on private foundations and Interest Trust Information Return These latter two variet

Internal Revenue Code section 4947a1 charitable ies of trusts are not covered in this article As note

trusts are based on data from Form 990-PF Return of foundations exempt under section 501c3 represent 94

Private Foundation or Section 4947a1 Charitable
percent of the total number of Form 990-PF filers The

Trust Treated as Private Foundation the annual trusts examined here like private foundations are subject

information return filed by these organizations The to the same charitable distribution and excise tax require-

1989 study year represents the first time since 1979 that ments as foundations One difference between the two
Statistics of Income has included data on the 4947a1 however is that the section 4947a1 trusts are not

charitable trusts that file Form 990-PF Statistical studies
exempt from Federal income tax as are the private form-

161



Private Foundations and Charitable Trusts 1989

dations further description of the characteristics and investment income some operating foundations are

the requirements of foundations and trusts follows The exempt from this tax see the section Excise Tax on Net

same background information and requirements apply to Investment Income TRA69 also imposed two-tier

both types of Form 990-PF filers Beginning with the system of penalty taxes on foundations that engaged in

section Charitable Trusts differences in the characteris- prohibited activities which were deemed not to be in the

tics and behavior of the two types
of Form 990-PF filers public interest e.g nonoperating foundations that failed

are presented to distribute the required minimum payout after 1-year

The two types
of private foundations operating and

grace period that attempted to influence legislation by

nonoperating are distinguished by the
type of chari- contacting legislators or encouraging the public to contact

table support that they provide and the activities that they legislators regarding proposed changes to the law or that

conduct Nonoperating foundations generally provide engaged in certain financial transactions with persons

indirect charitable support by making grants to other having relationship with the foundation such as sub

section 501c3 organizations that conduct charitable stantial contributors or officers directors or trustees

programs of their own Nonoperating foundations are Of the estimated 38800 active private foundations

required to distribute annually normally through grants filing Form 990-PF information returns for 1989 about

or related expenses minimum amount for charitable 92 percent were nonoperating foundations and the remain

purposes If they do not distribute the required amount in ing percent were operating foundations virtually the

the current year they have until the end of the following same percentages as for 1988 Approximately 32600

year to do so without penalty The minimum required were grantmaking foundations About 87 percent of the

amount is based on the value of their net investment nonoperating foundations and 51 percent of the operating

assets also known as noncharitable-use assets foundations made grants for 1989 Of the non
If an organization is sufficiently involved in the direct grantmaking foundations approximately 24 percent were

operation of its charitable activities then it can qualify as operating foundations while another 21 percent were

an operating foundation and is excepted from the income nonoperating foundations that had no distributable

distribution requirement that applies to nonoperating amount and therefore were not required to make

foundations Although operating foundations are not minimum distribution see the Explanation of Selected

subject to the annual payout requirement many choose to Terms section for definition of the required distributable

make grants in addition to carrying on charitable pro- amount An additional 35 percent of the non-grantmakers

grams of their own For further explanation of the were nonoperating foundations that made other types of

requirements of operating foundations see operating disbursements in order to satisfy the minimum distribu

foundations and section 4947a1 trusts in the Expla- tion requirement These other types of disbursements

nation of Selected Terms section included the following operating and administrative

Individual income tax deductions for contributions to expenses used in the conduct of charitable programs or

nonoperating foundations are generally more restrictive activities amounts paid to acquire charitable-use assets

than deductions for contributions mad to operating set-asides to future time periods and program-related

foundations or other section 501c3 organizations investments The remaining nonoperating non-

Contributions that either establish or support grantmaking foundations that did not fully make the

nonoperating foundation qualify for Federal tax deduc- required distribution for 1989 had by law until the end

tion of up to 30 percent of the donors adjusted gross of their 1990 accounting period to do so without any tax

income This compares to the 50-percent deduction for penalty Some non-grantmaking foundations were failed

donations to operating founda-
_______________________ public charities that had been reclassified by the IRS as

tions and to other 501 c3 mn rr nonoperating foundations Many of these charities contin

nonprofit charitable organiza- TT ued to operate direct charitable programs rather than make

tions Form 990 filers grants to other tax-exempt organizations

Passage of the Tax Reform iii iin tifl1 Foreign foundations those foundations organized

Act of 1969 TRA69 sub- abroad comprise small portion of the foundation popu

jected foundations to an excise lation For 1989 over 50 foreign foundations holding

tax on net investment in- liIt1I1 III $9.1 billion in assets filed Form 990-PF foreign

come for the first time foundation filing Form 990-PF typically files because it

While most private founda- receives
support from either American citizens or corpo

162 tions pay the excise tax on net rations These foundations may or may not distribute



Private Foundations and Charitable Trusts 1989

foundations the IRS requires that foreign foundations pay

charitable grants within the United States Like domestic

an excise tax on investment income While the excise
Top Ten Domestic Private Foundations by

equals percent of net investment income for the majority
Size of Fair Market Value of Total Assets 1989

of domestic foundations the tax on foreign foundations
Money amounts are in millions of dollars

________

equals percent of the
gross

investment income derived ame assets grants

from U.S sources Some foreign foundations classified ____________________________ ______ paid

sexemptforeignfoundations-are-not-subjecttothe

charitable payout requirement but still are required to pay
Ford Foundation 5511 228

the excise tax on investment income Exempt foreign
Paul Gett Trust1 4816

foundations typically receive at least 85 percent of their John and Catherine

support from sources outside of the United States Due to
MacArthur Foundation 3379 112

special treaty provisions with the United States all Cana- W.K Kellogg Foundation Trust

dian foundations are exempted from the excise tax
W.K Kellogg Foundation 3248 118

regardless of whether or not they are considered exempt UIIY Endowment Inc 3029 93

foreign foundations Robert Wood Johnson Foundation 2.613 49

Rockefeller Foundation 2140 66

Top Ten Domestic Foundations
Pew Memorial Trust 2058 85

The largest foundations hold the vast majority of total

foundation assets but comprise only small minority of
Andrew Mellon Foundation 1884 76

the total number of foundations The largest foundations
10 Kresge Foundation3 1261 12

those holding total assets with fair market value of $100 Total 29939 847

million or more comprised less than 0.5 percent of all The Paul Getty Trust Is an operatIng foundation AU other foundations

foundations for 1989 but held well over half of total listed are nonoperatlng foundations

foundation assets and realized over two-fifths of total The W.K Kellogg FoundatIon Trust dassif led as private foundatIon

foundation revenue The number of foundations holdin
and not as 4947a1 charitable trust is located In New York and has

pass-through relatlonsh with the W.K Kellogg Foundation located In

$100 million or more in assets increased by 13 percent
Michigan Typically the entire amount of the annual qualifying charitable

dlstrutions of the W.K Kellogg Foundation Trust is made In the form of

from 1988 to 1989 and the total assets of this size group
grant

to the W.K Kellogg Foundation which redistributes the grant for

increased by over 25 percent Only percent of all privte charitable purposes and does not count the redlstrbutlon as qualifying

foundations held assets worth $10 million or more but
distribution of Its own The corabined total assets of the two are shown in

the Total assets column but the pass-through grant of the W.K Kellogg

they held 82 percent of total assets and earned 70 percent Foundation Trust Is exduded from the Total grants paid column In order

of total revenue In contrast the group of foundations
to avoid duplicatIon

considered to be small in size those holding less than
were 69 other foundations that held less than $1.3 billion in assets

and that dlstruted more than $12 millIon In the form of contrutlons gifts

million in assets accounted for 75 percent of all founda- and grants

tions but held less than percent of total assets and

earned approximately percent of total revenue The top
foundation assets While the Ford Foundation actually

ten domestic foundations displayed in Figure held
held almost $700 million more in assets than any other

approximately $30 billion or nearly one-fifth of all
foundation its total assets declined by percent from

foundation assets for 1989 foundation is considered
1988 to 1989 Furthermore the Ford Foundations net

domestic if it is organized in the United States however
gains from sales of assets declined by 14 percent The

this does not necessarily imply that all of its activities or
W.K Kellogg Foundation Trust also realized sizable

grant recipients are domestic The ten largest foundations
loss in assets over 11 percent due in most part to drop

distributed one-tenth of all foundation charitable grants
in the price of the Kellogg Company stock The Ford

for 1989 or $847 million
Foundation had an accounting period ending in September

The establishment of new $1-billion foundation The 1990 and the Kellogg Foundation Trust August 1990

Annenberg Foundation added $1.2 billion in assets and
therefore much of their activity occurred in Calendar Year

$59.6 million in grants to the foundation totals This
1990

foundation barely missed the top ten category In Sources of Foundation Revenue
addition the Lilly Endowment realized an increase in As mentioned previously foundations rebounded from

assets of 57 percentover 1988 The assets of the Ford
declining revenues during the 1986 to 1988 period by

Foundation alone accounted for nearly percent of total
realizing $19.9 billion in total revenues for 1989 an 163
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increase of 22 percent over 1988 During the time period revenue for 1989 for all foundations and for three differ-

1986 to 1988 total revenues decreased by 19 percent in ent sizes of foundations small medium and large
current dollars Total revenue for 1989 in fact was still Clearly the small foundations derive much larger

close to percent less than for 1986 or 11 percent less percentage of their revenue from contributions 65 per-

when measured in constant dollars Largely contributing cent In contrast the large foundations derive only 21

to the growth in foundation revenues for 1989 were the percent from contributions However combining the two

significant increases in contributions to foundations 32 revenue components dividends and interest from securi

percent and net gains from sales of assets 30 percent ties and net gain less loss from sales of assets shows

Both of these sources of revenue declined from both 1986 that the small foundations earned only 24 percent of total

to 1987 and from 1987 to 1988 Supported by strong revenue from these two sources of investment income

bullish stock market for 1989 that most likely led to while the large foundations earned 69 percent in this

higher market values for many of the foundations stocks manner Trends seem to show that as the size of the

foundations may have been more likely to sell greater foundation increases the proportion of revenue from

number of securities for greater gains when compared to contributions declines and the proportion of revenue from

the previous years investment income rises In terms of the different size

The notable rates of growth in contributions to founda- groups the small foundations realized 15-percent

tions and net gains from sales of assets are significant increase in total revenues for 1989 while the largest

since combined they comprised nearly three-fifths of foundations realized an increase two times as much 30

total revenue Figure displays the sources of foundation percent

Sources of Private Foundation Revenue by Size of Foundation 1989

Total

-____

24%

Size of fair market

value of total assets

9j

IIEIII EI.1IE%8%15
Large foundations ..IIIIllIllhIIIIllIHIII

$50000000 Ill llIIIIIhILIIhIHhIIIII 38% 31%

or more
IIIIIIIHllIllhIllllhIIIHIHI1fflll

_______ ______

Percentage of Revenue

Conthbutions received te1 Netguless loss
interest other income

Represents Interest on savings and temporary cash investhients as reported on Form 990-PF

Includes for example gross rents gross sales minus returns and allowances imputed interest on deferred payments and program-related investment income

NOTE Detail may not add to totals because of rounding
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Figure depicts the ratio of the amount of charitable ..F11T71i

grants distributed by foundations to the amount of contri-

blltions riceived by foundations for 1989 Only 46 percent Ratio of Total Charitable Grants Distributed to

of all foundations and 44 percent of grantmaking founda- Total Contributions Received by Size of

tions actually received contributions This pattern does Grantmaking Private Foundations 1989

not vary notably across the different size categories Even
Peenge

so smaller foundations are oftentimes referred to as

pass-through foundations meaning that they tend to __---- ta --- -- --

receive contributions in year and then redistribute them

either in the same or following year Among those

grantmaking foundations receiving contributions all those
1.2 __________

holding less than $50 million in assets had approximately
11

one-to-one ratio of grants paid to contributions received __________ __________

These foundations paid out slightly more in grants than _________ _________ _________
the contributions that they received In contrast the large

___________ ___________

grantmaking foundations paid out nearly two times as _________
much in grants compared to the amount that they received

in contributions
$1 teeter $1000000 hider $50 000 000

Figure examines the relationship between charitable si00oooo sso000000

grants distributed and investment income The majority of
Size of Fair Market Value of Total Assets

foundations earn mcome through mvestment sources

Investment income in this case includes the following

items net gain less loss from sales of assets divi-

dends and interest from securities and interest on

savings and
temporary

cash investments The large

foundations as group distributed an amount of chari-
Ratio of Total Charitable Grants Distributed to Total

table grants equal to half of the amount of mvestment
Investment Income by Size of Grantmaking Private

income that they earned for 1989 In contrast the small
Foundations 1989

foundations as group distributed two times as much

charitable grants compared to the amount of investment
Prcan

income that they earned

Excise Tax on Net Investment Income _______
The excise tax on the net investment income of private __________
foundations was enacted through TRA69 Domestic

_________ 0.9

foundations generally are liable for tax equal to
__________

percent of their net investment income and foreign

foundations for tax equal to percent
of their gross __________ __________ __________

investment income Domestic organizations compute the
__________

excise tax based on investment income from all sources

while foreign organizations compute the tax based on St000 000 wider $5000000

investment income from U.S sources only One provision

of the Deficit Reduction Act of 1984 allowed any domes- Size of Fair Market Value of Total Assets

tic foundation to reduce the annual percent excise tax to

less loss from sale of assets detdends and

percent if simply stated the foundation showed Interest from seculbas and Interest on sestngs end tenorwy cash vesbnents as

improvement in the rate at which it paid out charitable
reported on Form 990-PF

dollars Specifically if current qualifying distributions

exceeded 5-year average
of charitable distributions plus Net investment income on which the excise tax is

percent of current net investment income foundation based increased by 16 percent from 1988 to 1989 see the

qualified for the reduced tax Explanation of Selected Terms for complete defmition 165
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of net investment income For 1989 the IRS reported explains the growth in assets Investments in securities

approximately $166 million from the excise tax on foun- representing 80 percent of all foundation assets grew

dation net investment income including slightly less than from $99.6 billion for 1988 to $121.4 billion for 1989

$1 million from foreign foundations The total tax repre-
Investments in securities mainly include U.S and State

sents an increase of 17 percent over 1988 This amount Government obligations corporate stock and corporate

however fell short of the amount of excise tax reported bonds Investment assets including securities as well as

for each year
from 1983 to 1987 excluding 1984 for investments from other sources comprised 94 percent of

which no data are available The number of foundations total foundation assets

claiming the 1-percent reduction has increased steadily Investment assets particularly securities grew in

including 35-percent increase from 1988 to 1989 proportion to total assets as the asset size of the founda

possibly explaining much of the decline in the excise tax tions increased Figure shows the composition of foun

over the entire 1983 to 1989 period dation assets for three different size groups It shows that

small foundations held 57 percent of their assets as securi

Composition of Foundation AsSets ties medium-size foundations 75 percent and the large

Foundations continued an upward climb in total asset foundations 84 percent Although the large foundations

growth for 1989 Total assets grew by 18 percent over held more investments in securities as percentage of

1988 from $128.9 billion to $151.7 billion The 22- total assets for 1989 than for 1988 the distribution of

percent growth rate in investments in securities largely assets is not unlike that for 1988 and prior years In terms

Composition of Private Foundation Assets by Size of Foundation 1989

1%

Total

Size of fair market

value of total assets

Small foundations

$1 under $1000000
24%

1%

Percentage of Assets

1111111 Investments in securities other investments
Non-nterest

Other assets

sum of Investments in land buildings and equipment less accumulated depreciation Investments in mortgage loans and Other investments as reported on Form 990PF

Includes items such as advances certificates of investment miscellaneous loan income and investments in art coins gold gems and paintings

Includes items such as deferred income interest-free or low-interest loans made for charitable purposes and escrow deposits

NOTE Detail may not add to totals because of rounding
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of the growth of foundation assets the assets of small larger foundations may tend to
ii

foundations increased by only percent for 1989 while operate with more of long-term
_____

those of the largest foundations increased by 25 percent focus They may invest and

While small foundations held less assets as securities manage their assets in order to i1Ji

they held substantially more assets as savings and tempo- maintain or increase the size of

rary cash investments 24 percent compared to 11 their endowments by earning

percent for the medium-size foundations and only income and realizing return on .i iiii TTTT ii

percent for the large foundations As foundation size assets after accounting for --

ihäeäss fuædations telid to hld less of their portfolio inflation that will allow them to

in savings and temporary cash investments and more as meet the annual 5-percent payout requirement and hold

investments in securities Also small foundations typi- any remainder as part of their investment portfolio Many

cally hold greater percentage of non-interest-bearing pay out close to percent of net investment assets in the

cash than large foundations percent compared to only form of charitable dollars each year The larger founda

0.2 percent which may indicate that many of the small tions hold greater proportion of assets as investments in

foundations have less sophisticated financial management securities including greater proportion of higher-risk

practices and greater need for liquidity of assets Com- higher growth common stock that may appreciate in value

ponents of assets other than those discussed above include relatively rapidly They also may tend to possess the

charitable-use land buildings and equipment used in the resources needed to use sophisticated investment manage-

direct operation of foundations charitable activities ment services For these reasons the larger foundations

various receivables and other assets which includes typically earn higher rates of total return on assets than do

items such as deferred income interest-free or low- the smaller foundations

interest loans made for charitable purposes and escrow In contrast many of the smaller foundations tend to

deposits Other assets collectively accounted for only operate with more of short-term focus and with the

percent of total foundation assets intention of distributing their contributions currently

Oftentimes many of the smaller foundations act as con

Investing Behavior duits or pass-through organizations In this role those

Generally the larger the asset size of foundation the that receive contributions may distribute them as qualify-

more extensively it tends to emphasize the management ing distributions in that same year or in the next The

and growth of its endowment as means by which to fund smaller foundations compared to the larger ones often do

charitable giving both now and in the future Unlike other not possess the resources necessary
to devote to sophisti

charitable nonprofit organizations nonoperating cated investment and risk management and may not have

foundations most often distribute grants in order to fulfill the same incentives to increase and perpetuate the endow-

their charitable purpose Because of the relative freedom ment of the foundation They tend to hold lower risk

that foundations have in the investment of their tax- assets that do not appreciate as rapidly thereby resulting

exempt endowments they are subject to minimum in lower returns compared to the larger foundations

charitable payout requirement Allowing for certain Moreover they may intend to exist for only short-term

exceptions they must distribute an amount for charitable
period in order to cope with

present concerns and to meet

purposes
each year that equals 5-percent of the

average immediate charitable needs

value of their net investment assets For an explanation Currently enabling legislation exists to seek fmal

and discussion of the payout requirement see the sections
approval for The Investment Fund for Foundations

beginning with Charitable Distributions In order to fund fmancial instrument for pooled private foundation invest-

charitable activity without dipping into their endowments ments This proposed fund enjoys great support within the

it is optimal for foundations to realize rate of total return foundation community liwas modeled after The Corn-

on assets defmed below that on average equals at least mon Fund for educational institutions and will operate as

percent plus the costs of investment and the rate of section 501c3 nonprofit organization The Invest-

inflation This makes it possible for them to fuffill the ment Fund for Foundations by providing investment

charitable payout requirement without eroding their management services variety of investing options and

endowments For many foundations especially the larger educational programs on investing will have the purpose

ones this represents very real goal ot helping foundations particularly the smaller ones to

Different sizes of foundations tend to have different increase their long-run investment performance This fund

charitable and investment objectives For example will allow foundations topl their investment assets and 167
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1N11L since the mean yields are higher than the medians for all

of the foundation size
groups

for each of the years
dis

Nonoperating Private Foundation Net played The smaller the size of the foundation the greater

Investment Income Nil Yields by Size of Fair the difference tends to be between the mean yield and the

Market Vaiue of Total Assets 1987-1989 median yield For most of the different size groups

median Nil yields increased slightly from 1988 to 1989
Size of fair Median Nil yields

increases in revenues particularly in capital gains from
market value of ________ercentages________

sales of assets largely accounted for this increase
total assets 1987 1988 1989

Rates of Total Return
All nonoperating foundations 7.2 7.2 7.7

Figure shows median rates of total return on

Small foundations
nonoperating foundation assets for the years 1987 to 1989

$1 under $100000 6.4 6.6 6.8 An examination of rates of return helps to show

$100000 under $1000000 7.4 7.3 8.0 differences among the different sizes of foundations

Medium foundations Furthermore comparison with the charitable payout

$1000000 under $10000000 8.1 7.6 8.0 rates helps to further the understanding of foundations

$10000000 under $50000000 9.4 7.6 8.2 The rate of total return is measurement of the total

Large foundations capital appreciation of the endowment of foundation

$50000000 under $100000000 9.0 7.4 8.6
The rate of return formula used here measures the change

$100000000 or more 8.9 7.3 8.1 in the value of the entire asset base with considerations

NOTE The Nil yields equal net Investment income divided by end-of- for inflows and outflows of money The formula

year fair market value of Investment assets
adjusts for inflation and measures the realized income

from assets investment and otherwise as well as the

risk and benefit from professional investment manage-
unrealized appreciation or depreciation in the fair market

ment services The returns on the pooled investments
value of assets

which most likely will be greater than the returns cur-
After 1987 the year of the October stock market de

rently realized by many foundations will increase the
chine and unusually low rates of total return foundations

asset values of participating foundations and ultimately

help them to fund an increased level of charitable giving 1fTTT11
in both the present and the future

Nonoperating Private Foundation Rates of

Income Yields Total Return on Assets by Size of Fair

The income yield measures the realized investment Market Value of Total Assets 1987-1989

income earned by foundation against its assets Figure ____________________
Size of fair Median rates of total return

displays median net investment income yields for
market value of

percentages_______
nonoperating foundations for the years 1987 to 1989 total assets 1987 1988 1989

Only nonoperating foundations were analyzed since only

they are subject to the charitable payout requirement Ni nonoperating foundations n.a n.a n.a

discussed below Due to the nature of the data the most Small foundations

appropriate way in which to calculate the net investment
$1 under $1000000 n.a

income yield or the Nil yield is by dividing net invest-
Medium foundations

ment income by the end-of-year fair market value of
$1000000 under $10000000 1.3 6.8 7.0

investment assets
$10000000 under $50000000 0.9 7.9 10.6

From 1987 to 1989 the median Nil yield remained
L.arge foundations

relatively constant between and percent As in the
$50000000 under $100000000 1.1 8.3 11.6

case of the rate of total return the large foundations
$100000000 or more 1.4 9.0 12.7

typically tend to earn slightly higher NH yields than the
The 1987 gross domestic product GD implicit price deflator was

smaller foundations For instance for 1989 the smallest used to
adjust for inflation The rates of return may vary slightly from

foundations earned median NIT yield of 6.8 percent
previously published rates for years prior to 1989 since the 1982 gross

national product GNP implicit price deflator was used to adjust for

while the largest earned median yield of 8.1 percent inflation for prior years

The distribution of the Nil yield data is positively skewed na Not available see footnote 20 at the end of this article
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realized increases in total asset and investment values as nonoperating foundations were required to meet chari

evidenced by the strong rates of total return For 1987 table giving or payout requirement The Federal Gov

largely due to the stock market decline that lowered the ernment first began to grant tax-exempt status to chari

end-of-year asset values the median foundation realized table foundations in the early 1900s Legislative changes

real rate of return that fell below the desired percent and discussions prior to 1969 focused on the regulation of

needed to fulfill the payout requirement without decline foundation activities Not until 1969 did legislation

in asset value For instance for 1987 the largest founda- provide guidelines for minimum foundation giving levels

tions realized only al The original payout requirement which was basedon the

_________________________
percent

real return For 1988 greater of adjusted net income or fixed percentage of

ITI SjU.LiJ 11111111 however median returns the fair market value of noncharitable-use assets was

rui
increased dramatically with

designed to prevent potential abusive foundation activity

the largest foundations and ensure that minimum amount of tax-exempt income
I1T7iT FIJI

realizing return of 9.0 and assets was charitably distributed Later the

11 11111 liii ii percent Foundations contin- Economic Recovery Tax Act of 1981 ERTA modified

rr ued to realize increasing the payout requirement by basing the required amount

returns for 1989 For ex- only on assets and not on income After the implementa

Lh1Thhh1I ample the largest founda- Lion of this legislation viewed as less burdensome by the

tions realized return of 12.7 foundation community it was hoped that long-run foun

percent The rates of return dation charitable distributions would increase since

for the other asset-size groups ranged from 7.0 percent for foundations would be afforded greater opportunity to

those foundations holding from $1 million to less than increase the value of their endowments and in the pro-

$10 million in assets to 10.6 percent for those holding cess increase their giving power Overall the data mdi-

from $10 million to less than $50 million and to 11.6 cate that since ERTA smaller foundations in general do

percent for those holding from $50 million to less than not seem to have altered their giving patterns significantly

$100 million The large foundations however seem to have

As the asset holdings of foundations increase sodo the benefited from the 1981 legislation as they realized the

total returns generally realized by foundations Since the
largest percentage increases in both assets and distribu

total return figures account for inflation it is apparent that tions since 1982 The following analyses examine the

foundations at least those holding $1 million or more in framework of the payout requirement and explore the

assets realized rate of total return for 1989 that enabled payout trends of the entire nonoperating foundation

them to exceed the desired percent for the charitable population

payout requirement Here too the distribution of the rate Under the guidelines of ERTA each year nonoperating

of return data is positively skewed since the mean returns foundations must calculate distributable amount
are higher than the medians for all of the foundation size which is the minimum amount that the organizations must

groups for each of the years studied The notable increase distribute for charitable purposes by the end of the next

in total rates of return from 1988 to 1989 is not surprising full reporting year in order to avoid penalty tax on

given the increasing value of assets during this time undistributed charitable dollars The distributable amount

period or required payout amount equals percent of the fair

market value of net investment assets called the mini-

The Charitable Distribution or Payout mum investment return plus or minus certain adjust-

Requirement ments either allowed or required see distributable

The following discussion of the charitable distribution
payout amount net investment assets minimum invest-

requirement and the payout rate excludes operating
ment return and net adjustments to distributable amount

foundations since they are not subject to the payout
in the Explanation of Selected Terms

requirement Therefore all references to foundations in Qualifying Distributions

this section and in the following sections are to To fulfill the charitable payout requirement foundations

nonoperating foundations unless otherwise indicated For can apply qualifying distributions from the current

reasons of comparability the operating foundations were operating year as well as any carryovers of qualifying

also excluded from median net investment income yields distributions amounts paid in excess of the minimum

and rates of total return discussed previously required amount from the previous years

Over 20 years ago beginning with TRA69 private Nonoperating foundations disbursed total of $8.0 billion 169
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in contributions and grants for 1989 These contributions
Nearly four-fifths of foundations having payout

and grants comprised 91 percent of qualifying distribu-

requirement either met or exceeded the required amount
tions According to the Foundation Centers Foundation

for 1989 in that same year The organizations that did not
Giving the largest proportions of total foundation grants had until the end of their 1990 reporting year to satisfy the

in dollar amounts went to the areas of education health
requirement After applying current-year qualifying

human services and the arts and humanities Iii

distributions and any carryovers
from previous years the

addition foundations either disbursed or set aside for amount by which foundations fell short of meeting the

future distribution $0.8 billion in support of charitable
requirement is called undistributed income While less

activities The money in support of charitable activities
than 20 percent of the smallest foundations did not meet

that foundations could treat as qualifying distributions
the 1989 requirement during 1989 thereby amassing

included the following operating and administrative
undistributed income over 50 percent of the largest

expenses e.g amounts paid to operate museum or
foundations chose to wait until the 1990 Reporting Year

nursing home amounts paid to acquire charitable-use
to distribute their required amount for 1989 Given that

assets e.g equipment supplies or buildings set-asides
the annual payout amount is not calculated until the end

and program-related investments e.g loans made to
of an organizations reporting period and that it is based

public charities at below market or zero rates of interest
on the current periods monthly average of investment

As mentioned previously nonoperating foundations
assets many foundations typically choose to take advan

fulfill their exempt purpose in an indirect manner prima-
tage of the 1-year tax- and penalty-free grace period for

rily by making grants to other charitable organizations
making.required distributions This lag time gives them an

while operating foundations generally expend their in-

opportunity to consider their investment returns payout
come for direct active involvement in charitable activities

rates and contributions received among other factors
and operations For 1989 grants distributed by operating when preparing their grantmaking budgets for the follow-

foundations comprised only percent of their total quali-
ing year or years

fying distributions Operating foundations are not subject

to the same minimum payout requirement but they must Payout Rates
still expend minimum amount each

year on direct
Figure shows median foundation payout rates for 1987

charitable support usually by actively conducting chari-
to 1989 To calculate the payout rate the amount of

table programs These expenditures count as qualifying

distributions in meeting the operating foundation re

quirements Although operating and nonoperating founda-
..iliTh171

tions typically operate in accordance with their respective

distribution requirements some nonoperating foundations Nonoperating Private Foundation Payout Rates

are actively involved in charitable programs and some
by Size of Fair Market Value of Total Assets
1987-1 989

operating foundations make grants

Of the approximate 36000 nonoperating foundations Size of fair Median payout rates

94 percent were required to make distribution for 1989 market value of
_______Dercentages_______

Collectively these foundations paid out $8.8 billion in total assets 1987 1988 1989

qualifying distributions against payout requirement or
distributable amount of $6.0 billion The largest founda

tions paid out $3.5 billion in qualifying distributions
All nonoperating foundations 7.0 7.2 7.1

against payout requirement of $3.3 billion The small Small foundations

foundations distributed larger amount in excess of the si under $100000 9.6 107 10.9

payout requirement when compared to the other size $100000 under $1000000 6.7 6.6 6.8

groups $1.0 billion against required distributable Medium foundations

amount of less than $0.3 billion Typically the smaller sioooooo under $10000000 57 59

foundations tend to distribute much more than the larger $10000000 under $50000000 5.4 55 5.4

foundations in relation to their required amount For 1989 Large foundations

approximately 38 percent of the small foundations but $50000000 under $100000000 5.2 5.3 54

only percent of the largest foundations distributed twice $ioo00oooo or more 5.0 5.3 5.0

the required amount Moreover 17 percent of the small NOTE Payout rates equal adjusted qualifying distilbullons divided by the

foundations distributed ten times the required amount monthly average of net Investment noncharftable-usØ assets
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adjusted qualifying distributions was divided by the small foundations did not increase the real value of their

amount of the monthly average of net investment or charitable distributions The largest foundations in

noncharitable-use assets From 1987 to 1989 the contrast actually increased the real value of qualifying

median payout rate for all nonoperating foundations charitable distributions by 28 percent during these years

remained relatively constant The median foundation The payout rates of these foundations are typically much

during these years distributed charitable dollars that lower than those of the smaller foundations but the rates

equaled approximately percent of mvestmentassetsFor of mcrease the amount of grants that they distributed

1989 ithth years the smallest foundations paid remained relatively constant These patterns may indicate

out charitable dollars at the highest rate 10.9 percent
that large foundations better adapt to fluctuating invest-

compared to 5.0 percent for the largest foundations The ment returns by maintaining consistent levels of giving

mean payout rates for foundations of all sizes were higher and by concentrating on long-run asset growth

compared to the median rates In terms of the growth of Despite the slower rate of asset growth for 1987 and

qualifying distributions for the different size groups the significant declines in revenue for 1987 and 1988 chari

small foundations increased their qualifying charitable table distributions by the largest foundations increased

distributions by percent over 1988 the largest founda- much more than any other size group from 1986 to 1989

tions by 13 percent The 28-percent real increase in distributions was largely

Payout rates for the large foundations were very close supported by 34-percent rise in the value of total assets

to the required rate of percent in contrast to those of the Conversely the small foundations from 1986 to 1989

smaller foundations which were much higher than the actually realized no real increase in the value of charitable

required rate This is not unexpected due to differences in distributions and only 6-percent rise in the value of their

the grantmaking and investing strategies of the different assets During these years all of the foundation size

sizes of foundations Small organizations seem to focus groups showed aggregate declines in real revenue It

more on distributing charitable dollars currently rather seems that the decreases in revenue may have influenced

than on long-term endowment growth The larger founda- the grantmaking behavior of the small foundations much

tions generally may reinvest greater portion of their more than that of the large foundations Figure displays

return on investments possibly in order to ensure endow- constant dollar changes in charitable distributions total

ment growth for future charitable giving further dis- assets and total revenues for 1986 to 1989 for the different

cussion of the different investing goals and distribution sizes of foundations

patterns of large and small foundations appears in Invest- During the 1980s the significant asset growth of the

ing Behavior and Asset Growth Distribution Goals and largest foundations allowed them to increase distributions

Decision-making through 1989 at rate faster than any other size group

Asset Growth Distribution Goals and ________________________________________

Decision-making

During the early-to-mid- 1980s foundations benefited
Nonoperating Private Foundations Increases

from favorable stock market conditions that coupled with
in Charitable Distributions Assets and

low inflation allowed many of them to realize rates of Revenues by Size of Fair Market Value of Total

return and income yields high enough to easily meet the Total AssetS 1986-1989

5-percent charitable payout requirement This favorable
Size of fair Percentape increase 1986-1989

environment especially from 1982 to 1986 enabled many
or Charitable Total Total

foundations to increase their charitable grants and
total assets distributions assets revenue

distributions and at the same time expand the size of their

endowments As foundation assets increased so did the
All nonopereting foundations 30.0 22.3 -11.1

required distributable amounts thereby leading to
$1000000 0.0 59 -fl.0

increased grants paid out by many foundations For 1982
350000000 14.8 10.2 -10.6

through 1986 the large- and medium-size foundations
$50000000 or more 28.4 33.7 -10.0

realized asset growth at rate that exceeded the mcreases
Percentage Increases are calculated using constant dollars the 1987

in their qualifymg charitable distributions The smallest
Gross Domestic Product GDP Implicit price deflator was used to adjust

foundations on the other hand paid out charitable for Inflation

distributions at faster rate than the rate of growth in their NOTE Charitable distributions represent quaIiflng dlstrlbutions and

total assets during these years From 1986 to 1989 the ettalooothfromFoTTfl 171
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These foundations typically make qualifying distributions ries file Form 5227 The 4947a charitable trusts may
at rate very near the 5-percent requirement During the operate somewhat differently from foundations Unlike

entire 1982 to 1989 period the endowments of the larger foundations most of these trusts were originally formed

foundations increased significantly thereby leading to as 4947a2 split-interest trusts that at one time had one

higher required payout amounts and as result in- or more noncharitable beneficiaries

creased distributions growing endowment will help to Over 2600 section 4947a1 trusts filed Form 990-PF

fund charitable giving at the same or at an increased value for 1989 Of the total over 98 percent were considered

in the future The assets of the largest foundations grew nonoperating trusts The remainder were classified as

faster than the growth in the number of these foundations operating trusts Over 2400 trusts or 93 percent made

from 1982 to 1989 In contrast during the same period charitable grants for 1989 One-fifth of the trusts those

the number of small foundations actually grew faster than holding $1 million or more in assets held over four-fifths

the amount of total assets that they as group held of the total assets However the trusts on average are

Smaller foundations typically realize lower income yields much smaller than foundations Furthermore there exists

and lower returns but tend to pay out larger percentage much less variation in terms of asset size within the trust

of their assets compared to the larger foundations How- population For 1989 there were only 38 trusts holding

ever the greater increases in charitable distributions by $10 million or more in assets or slightly more than

the larger foundations underscore the importance of good percent of the trust population For 1989 trusts held

investment management and growing asset base as approximately $2.9 billion in total assets and realized

means by which to fund charitable giving both currently $404.6 million in total revenues representing slightly less

and in the future than percent of the totals reported by Form 990-PF filers

Recent foundation research aside from Statistics of in terms of both assets and revenues They also distributed

Income through the use of multiple-regression analyses total of $143.7 million in contributions and grants for

has attempted to examine the effects of various factors on 1989 and paid out charitable dollars at slightly lower

charitable giving and the payout rate Total returns and rate than private foundations On book value basis total

income yields contributions received and previous year assets increased by approximately half the rate of increase

payout rates along with many other factors may impact of private foundation assets from 1979 to 1989 Part of

the charitable payout practices of foundations Questions this difference results from the fact that more foundations

arise as to how patterns differ with the different types and compared to trusts have formed since 1979

sizes of foundations Such issues will not be examined

within the scope of this article but are important ques-
SOUrCeS of Charitable Trust Revenue and

tions to be examined within the area of the nonprofit Assets

sector which includes private foundations
Compared to foundations the amount of contributions

received by the 4947a trusts was much less signifi
Section 4947a1 Charitable Trusts

cant as source of revenue
Charitable trusts are defmed in Code section 4947a as

Instead trusts relied much

organizations which have exclusively charitable interests
more on investment income

and which can receive tax-deductible charitable contribu
sources such as dividends and I11ill

tions Charitable trusts that are not publicly supported are
net gains from sales of assets

subject to the same requirements as foundations includ-
Only 13 percent of the trusts

ing the excise tax provisions and the charitable payout
actually received contributions IL iiii II t1 UTTTIt

requirement Like foundations they are required to file
for 1989 Figure shows the

Form 990-PF Unlike foundations charitable trusts are
sources of charitable trust

not exempt from Federal income tax and must pay an
revenue for 1989 Trusts

II L.llt1tI

annual tax on income usually from investments that is

reported over 70 percent of 1IIl
not distributed for charitable purposes Trusts must report

revenue as investment income
such income and tax on Form 1041 U.S Fiduciary

including net gains from sales

Income Tax Return Other section 4947a1 charitable
of assets dividends and interest from securities and

trusts file Form 990 The latter are organizations which
interest on savings and temporary cash investments Only

typically operate in connection with and provide support 21 percent of revenue came from contributions In terms

to one or more public charities Split-interest trusts of revenue sources less disparity existed between the

which have both charitable and non-charitable beneficia-
different sizes of trusts than existed between the different172
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Sources of Charitable Trust Revenue 1989

32% 21% 7%

Percentage of Revenue

null
interest

contributions recered Interest Other income

Represents Interest on savings and temporary cash investments as reported on Form 990-PF

Includes for example gross rents gross sales minus returns and allowances imputed interest on deferred payments and program-related investment income

sizes of foundations Generally the trusts behaved most charitable trusts for 1989 The Nil yields differed little

like the large foundations among the different size groups Trusts realized some-

The composition of assets for charitable trusts was what higher proportion or yield of income on their

similar to the composition held by the medium- and large- investments than did foundations 8.9 percent compared to

size foundations Of the $2.9 billion in total assets for 7.7 percent The small trusts in particular those holding

1989 about $2.2 billion or 77 percent was held in the less than $1 mfflion in assets performed notably better

form of investments in securities The remainder was than foundations of the same size Rates of total return on

primarily held as savings and temporary cash investments assets are currently unavailable for trusts since data are

percent and other investments including for in- not available for the consecutive years needed to

stance land buildings and equipment and mortgage perform the necessary calculations However when the

loans percent Figure depicts the composition of 1990 statistics are available this will become possible

total charitable trust assets for 1989 Unlike foundations

there was little difference among the different size groups Charitable Trust Dlsblbutlons and Payout

Charitable Trust Income Yields As already stated the 4947a1 trusts disbursed total

As in the case of foundations the median net investment of $143.7 million in contributions gifts and grants for

ir.r-ome Nil yields were calculated only for nonoperating 1989 These contributions and grants comprised 92

trusts Figure displays the median NH yields for percent of qualifying distributions The nonoperating

Composition of Charitable Trust Assets 1989

II1
Percentage of Assets

Ill Investments in securities Other investments Other assets

Sum of investments in land buildings and equipment less accumulated depreciation Investments in mortgage loans and Other investments as reported

on Form 990-PF Includes items such as advances certificates of investment miscellaneous loan income and investments In art coins gold gems and paintings

Includes items such as deferred Income interest-free or low-interest loans made for charitable purposes and escrow deposits
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rates than foundations of the same size 6.4 percent corn-

pared to 10.9 percent In tenns of the different asset-size

Nonoperating Charitable Trust Net investment
categories this represented the most meaningful differ-

income Nil Yields by Size of Fair Market
ence in payout rates between foundations and trusts

Value of Total Assets
Less of difference in Nil yields and payout rates

Size of fair Median across asset size groups existed for trusts than for founds-

market value of Nil yields tions Due to their relatively large holdings of investments

total assets percentages in securities and their greater reliance on investment

income it seems that small trusts may manage their assets
All nonoratlng trusts 8.9

in manner more similar to their larger counterparts than
Small trusts

to foundations of the same size Trusts earned slightly

$1 under $100000 8.5

higher Nil yields and paid out charitable dollars at slightly
$100000 under $1000000 9.3

lower rates than foundations Data for 1990 on charitable
Medium and larg trusts

trusts will no doubt provide additional insight into their

$1 .000.000 under $1 0000000 8.2
behavior and about the relative growth of their assets

____________________________________
8.2$10000000 or more _______________ revenues and charitable distributions

NOTE The Nil yields equal net Investment Income divided by end-ol

year fair market value of investment assets

trusts which comprised the vast majority of the trust

population distributed $142.4 million of the total amount
Nonoperating Charitable Trust Payout Rates

of contributions and grants For 1989 flonoperating trusts

by Size of Fair Market Value of Total Assets
paid out $153.1 million in qualifying distributions against

1989
required distributable amount of $121.4 million Of all

of the trusts 93 percent made grants for 1989 As in the
Size of fair market Median payout rates

case of foundations the discussion of the distribution iaJue of total assets percentages

requirement and payout rates excludes operating trusts

All nonoperatlng trusts 5.9since they are not subject to the same payout requirements
Small trusts

as nonoperating trusts

$1 under $100000 6.4The large trusts those holding $10 million or more in

$100000 under $1000000 5.9
assets paid out qualifying distributions that exceeded the

Medium and large trusts
required payout amount by 27 percent Conversely the

small trusts those holding less then $1 million in assets
$1000000 under $10000000 5.5

$10000000 or more 5.8
paid out 56 percent more qualifying distributions than was _____________

NOTE Payout rates equal adjusted qualifying distithutions divided byrequired The medium-size trusts those holding from $1
the monthly average of net investment noncharttable-use assets

million to less than $10 million in assets distributedonly

percent more than required Like the small foundations
Su

nearly four-fifths of the trusts having payout require

ment met or exceeded the required amount for 1989 in
PrIVUS umIatIo

that same year The remaining one-fifth did not meet the
For 1989 private foundations rebounded from revenue

1989 requirement during that year thereby amassing
losses during the previous years by realizing total

undistributed income Unlike foundations no great
revenues that increased by 22 percent over 1988 to $19.9

disparity existed among the different size groups of trLlsts

billion The three largest revenue components contribu
in terms of undistributed income

tions received net gains from sales of assets and
Figure presents median payout rates for charitable

dividends and interest from securities all increased
trusts for 1989 The median payout rate for all trusts

notably over 1988 largely explaining the growth in total

equaled 5.9 percent of assets for 1989 compared to 7.1
revenues Contributions received net gains and dividends

percent for foundations Like foundations the mean
increased by 32 percent 30 percent and 19 percent

payout rates were notably higher compared to the median
respectively As an indication of this growth net invest-

rates Unlike foundations the trust payout rates across
ment income Nil yields increased somewhat for 1989

size categories were similar The smallest trusts those
The total median Nil yield increased from 7.2 percent for

174 holding less than $100000 in assets had lower payout 1988 to 7.7 percent for 1989 with larger foundations
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earning higher yields than smaller foundations Trends of all the different size
groups declined Despite the

continue to show that as the size of foundation in- declining revenues the largest foundations successfully

creases the proportion of revenue from contributions distributed charitable dollars at relatively consistent rates

declines while the proportion from investment income of growth largely because they tend to rely heavily on the

rises growth of their endowments growing endowment helps

Supported by strong bullish stock market for 1989 to fund giving at an increased rate in the future Small

foundation assets mcreased along with revenues End-of- foundations contrast tend to rely less on thº aecia
year totar assets iæreised by the highest annual rate of tion of their endowments and more on revenue including

the decade 18 percent to $151.7 billion The growth of contributions received and investment income as means

investments in securities 22 percent explains much of the to fund charitable giving

increase Investments in securities represented 80 percent

of total assets As is typical the largest foundations those Section 4547a1 Charitable Trusts

holding $100 million or more in fair market value of total Reporting Year 1989 represented the first year since 1979

assets held the largest proportion of assets as investments that Statistics of Income collected data on the section

in securities This group also realized the greatest in- 4947a1 charitable trusts that are treated as private

creases in total assets for 1989 As an indication of the foundations These organizations are subject to the same

strong year foundations realized increased rates of total requirements as foundations and operate in relatively

return on assets compared to 1988 For instance the similarmanner For 1989 over 2600 of these trusts filed

largest foundations realized median rate of total return Form 990-PF These trusts represented only percent of

that increased from 9.0 percent
for 1988 to 12.7 percent all Fonn 990-PF filers For 1989 the 4947a1 chari

for 1989 table trusts as group held $2.9 billion in total assets

While foundation revenues and assets increased notably realized $404.6 million in total revenues and distributed

for 1989 grant payments continued to grow at relatively $143.7 million in charitable contributions gifts and

constant rate 10 percent The amount of contributions grants

gifts and grants distributed by foundations for 1989 Much less disparity existed among the different size

equaled $8.1 billion Despite fluctuations in both assets groups of trusts compared to foundations in terms of the

and revenues over the 1986 to 1989 time period founda- manner in which they operated Trusts received propor

tions maintained relatively consistent giving patterns and tionately less contributions and relied much more on

relatively consistent charitable payout rates For 1989 investment income such as dividends and net gains from

nonoperating foundations reported $8.8 billion in qualify- sales of assets Like foundations trusts held the majority

ing charitable distributions against required payout of their assets 77 percent as investments in securities

amount of $6.0 billion More foundations continued to While trusts actually realized slightly higher net invest-

claim the 1-percent excise tax reduction 35 percent more ment income Nil yields than foundations they distrib

than for 1988 indicating that many foundations increased uted charitable dollars at somewhat lower rate

the rate at which they distributed charitable dollars

The changes in revenue asset and charitable distribu- Data Sources and Limitations

tion patterns for 1989 help to further confirm the variation The statistics in this article are based on sample of

that exists in the investment and distribution behavior of reporting year 1989 Forms 990-PF that were filed with

the various sizes of foundations From 1986 to 1989 theY the IRS IRS required organizations having accounting

small foundations realized no increase in the real value of periods beginning in 1989 and therefore ending in

their charitable distributions and showed only very general in December 1989 through November 1990 to

modest 6-percent rise in the value of their assets The file 1989 Furm 990-PF Some part-year returns were

largest foundations in contrast which typically rely more included in the samples for organizations that changed

heavily on the appreciation of their endowments in order their accounting periods or filed initial or final returns

to fund charitable distributions increased their charitable Slightly more than 60 percent of the foundations in the

distributions over the entire 1986 to 1989 period by more sample had accounting periods covering Calendar Year

than any other size group Their 28-percent real increase 1989 or in some cases part-year periods that ended in

in distributions was largely supported by 34-percent rise December 1989 For charitable trusts approximately 52

in total assets As foundations increase in size the rate of percent filed calendar year returns The 11 noncalendar

growth in assets and distributions tends to increase as year accounting periods when grouped together included

well During the 1986 to 1989 time period the revenues period of time that ranged from February of 1989 to 175
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November of 1990 and may also have included some The population from which the 1989 sample was drawn

part-year periods While the majority of the 1989 data are consisted of Form 990-PF records posted to the IRS

for Calendar Year 1989 approximately 40
percent of the Business Master File during 1989 and 1990 Some of the

data for foundations and 48 percent for charitable records designated were for organizations that were

trusts were reported for periods that go beyond the end of deemed inactive or terminated Inactive and terminated

Calendar Year 1989 In total however most of the organizations are not reflected in the estimates For the

financial activity is associated with Calendar Year 1989 small number of large foundations for which the return

The 1989 sample was stratified based on both the size for the 1989 Reporting Year was not yet filed or was

of book value of total assets and the type of organization otherwise unavailable for inclusion in the study data were

The type of organization was separated into private estimated using other returns having similar characteris

foundations and 4947a charitable trusts The founda- tics For the unavailable trust returns which were rela

tions were selected at rates that ranged from 5.3 percent tively smaller in size than those for foundations prior-

for the more numerous but very small asset-size returns year data were in most instances used as substitute The

to 100 percent for the relatively few returns with large data presented were obtained from returns as originally

amounts of assets The charitable trusts were selected at filed In most cases changes made to the original return

rates that ranged from 29 to 100 percent The 5559 as result of administrative processing audit procedures

returns in the 1989 sample 4204 originally selected as or taxpayer amendment were not incorporated into the

foundations and 1355 selected as trusts were drawn from data base discussion of the reliability of estimates

an estimated population of 38773 foundations and 2634 based on samples methods for evaluating both the magni

trusts tude of sampling and non-sampling error and the preci

The 1989 study was designed to provide reliable esti- sion of sample estimates can be found in the general

mates of total assets and total revenue based on sample Appendix to this
report

of returns To accomplish this 100 percent
of foundation

returns with assets book value of $10 million or more Explanation of Selected Terms

and 100 percent of charitable trust returns with assets of The following explanations describe terms as they applied

$1 million or more were included in the sample since to both private foundations and the 4947a charitable

these were the returns that dollar-wise accounted for the trusts for 1989 Unless otherwise indicated all references

majority of activity The remaining foundation population
to foundations also apply to the trusts

was randomly selected for the sample at various rates Adjusted Net Income In general this was the amount

depending on asset size 5.3 percent for returns with by which private foundations gross income exceeded

assets less than $100000 6.1 percent for returns with the expenses associated with earning the income Included

assets of $100000 to less than $1 million and 15.3 were all amounts derived from or connected with prop-

percent
for returns with assets of $1 million to less than erty held by the foundation such as net short-term capital

$10 million Likewise the remaining trust population was gain ordinary investment income dividends interest

randomly selected at the following rates 29.4
percent

for rents and royalties and income from amounts set aside

returns with assets less than $100000 and 45.5 percent
for future charitable use from all charitable functions or

for returns with assets of $100000 to less than $1 million from unrelated trade or business activities Excluded were

Efforts were made to verify that organizations selected as contributions received and long-term capital gains al

trusts were in fact trusts and vice versa The relatively though long-term capital losses could be reported as

small number of foundations that were selected for the other expenses The adjusted net income amount was

sample as trusts were ultimately re-classified as founda- used to determine whether an organization qualified as an

tions Adjustments to the final weights were made to operating foundation This item was reported on Form

account for these re-classifications These same methods 990-PF Part line 27c column

were used for the trusts that were sampled as foundations Assets Zero or Unreported.Included in this asset size

For foundations 31 percent of the sample returns showed category were final returns of liquidating or dissolv

$10 million or more in assets and accounted for 80 per- ing foundations which had disposed of all assets and

cent of the estimated book value of total assets For the returns of foundations not reporting end-of-year assets

4947a1 charitable trusts 36
percent of the sample that had apparently distributed or disposed of all assets

returns showed $1 million or more in assets and ac- and income received during the year dissolving foun

counted for 82 percent of the estimated book value of dation usually passes its assets to another private founda

176 total assets tion or to another nonprofit organization
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Capital Gain Net Income This was the amount of net was effectively controlled by person or persons in

gains from sales or disposition of property used for control of the foundation in question and
govern-

investment purposes property used for exempt purposes ment official for purposes of the tax on self-dealing

was excluded Capital losses from the sale or other Distributable Payout Amount.This was the mini-

disposition of property could be subtracted from capital mum payout amount which was required to be distributed

gains only to the extent of such gains Capital gain net by the end of the year following the year for which the

income was used to compute net investment income on return was filed in order to avoid an excise tax for failure

which-an excise-taxgenerally had to-be paid to distribute in om urrehtly.ThŁ aistributable amount

Charitable Trust This type of organization also was computed as percent of net investment assets called

referred to as nonexempt charitable trust is defmed in the minimum investment return minus taxes on both

Internal Revenue Code section 4947a1 as an organiza- net investment income and unrelated business income

tion that is not considered tax-exempt under section plus or minus other adjustments either allowed or re

501a which has exclusively charitable interests and quired see net adjustments to distributable amount

which can receive tax-deductible charitable contribu- below This item was reported on Form 990-PF Part

tions from donors Nonexempt charitable trusts that are line

not publicly supported are subject to the excise tax provi- Excess Distributions Carrvover.This was the amount

sions of private foundations and are required to file distributed after fulfilling the charitable payout require-

Form 990-PF Publicly supported nonexempt charitable ment that equaled the excess of qualifying distributions

trusts are required to file Form 990 Nonexempt charitable over the distributable amount Amounts from the current

trusts must pay an annual tax on income from year could be carried forward to be applied to the distrib

investments that is not distributed for charitable pur- utable amount if necessary for the following years

poses and they must report such income and tax on Form This item was reported on Form 990-PF Part XIV line

1041 U.S Fiduciary Income Tax Return Excess Grant Administrative Erpenses.This was the

Disbu rsements for Charitable Purposes.These amount of grantmaking administrative expenses incurred

deductions comprised the largest component of qualifying by foundation in the charitable grantmaking process

distributions and were represented by grants paid operat- that exceeded the amount which could be applied to either

ing expenses and necessary and reasonable administrative the charitable payout requirement imposed on

expenditures for activities that were directly related to the nonoperating foundations or the income test imposed on

tax-exempt purposes of the foundation These amounts operating foundations The Deficit Reduction Act of

were determined solely on the cash receipts and disburse- 1984 required that only the portion of grant administrative

ments method of accounting as required by law and expenses incurred by foundation that did not exceed

regulations This item was reported on Form 990-PF Part 0.65 percent of 3-year average of net investment assets

line 26 column could be treated as qualifying distributions Grant admin

Disqualfied Persons.With respect to engaging in istrative expenses in excess of the 0.65 percent calculation

prohibited transactions with private foundation such as could not be treated as qualifying distributions This

self-dealing the following were considered disqualified temporary limitation on grantmaldng expenses expired on

persons all substantial contributors to the foundation December 31 1990 Beginning with the 1991 Reporting

generally those who contributed an amount over $5000 Year foundations were no longer subject to this require-

which was more than percent of total contributions ment This item was reported on Form 990-PF Part XIII

received by the foundation foundation officers line

directors trustees or managers an owner of more than Inventories.The value of materials goods and sup-

20-percent interest voting power profits interest or plies purchased or manufactured by the organization and

beneficial interest in an organization which was sub- held for sale or use in some future period This item was

stantial contributor to the foundation member of the reported on Form 990-PF Part II line columns

family of any individual described above including beginning-of-year book value end-of-year book

spouse ancestors children grandchildren great-grand- value and end-of-year fair market value

children and spouses of children grandchildren and Lan4 Buildings and Equipment Charitable-use The
great-grandchildren but not brothers or sisters book value or fair market value less accumulated depre

organizations in which persons described above held more ciation of all land buildings and equipment not held for

than 35-percent interest another private foundation investment
purposes and used by the organization in

for purposes
of the tax on excess business holdings which conducting its charitable activities This item was reported 177
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on Form 990-PF Part II line 14 columns beginning- value of assets that were not used or held for use for tax-

of-year book value end-of-year book value and exempt purposes entered into the computation An asset

end-of-year fair market value was not used directly in carrying out the foundations

Lan4 Buildings and Equipment Investment-use.The exempt purpose if it was not used in carrying out chari

book value or fair market value less accumulated depre- table educational or other similar function which gave

ciation of all land buildings and equipment held for rise to the exempt status of the foundation Examples

investment purposes such as rental properties This item include the fair market value of securities and rental

was reported on Form 990-PF Part II line 11 columns property owned by the foundation for investment pur

beginning-of-year book value end-of-year book poses This item was reported on Form 990-PF Part IX

value and end-of-year fair market value line

Minimum Investment Return .This was the aggregate Net InvestmEnt Income.This was the amount by

fair market value of assets not used for charitable pur- which the sum of gross investment income plus capital

poses less both the indebtedness incurred to acquire them gain net income exceeded allowable deductions Included

and cash held for charitable activities multiplied by in investment income were interest dividends rents

percent The minimum investment return was used as the payments with respect to securities loans and royalties

base for calculating the distributable amount This item Excluded were tax-exempt interest on governmental

was reported on Form 990-PF Part IX line obligations and any investment income derived from

Net Adjustments to Distributable Amount Adjust- unrelated trade or business activities that were subject to

ments that increased the distributable amount consisted the unrelated business income tax reported on Form 990-

of increases attributable to the income portion as distinct Exempt Organization Business Income Tax Return

from the principal portion of distributions from split- This item was reported on Form 990-PF Part line 2Th

interest trusts on amounts placed in trust after May 26 column

1969 split-interest trust is trust which is not exempt Net Short-term Capital Gain.This was the amount of

from tax not all of whose interests are devoted to chari- net gains from sale or disposition of property used for

table religious educational and like purposes but which either investment or charitable purposes that was held not

has amounts in trust for which charitable contribution more than 12 months Short-term capital losses from the

deduction was allowed Recoveries of amounts previ- sale or disposition of property could be subtracted from

ously treated as qualifying distributions also had to be short-term capital gains only to the extent of such gains

added back to the distributable amount Net short-term capital gain which only operating founds-

Adjustments that decreased the distributable amount tions were required to Łompute was used to calculate

were the result of income required to be accumulated as adjusted net income

part of an organizations governing instrument These Nonoperating Foundations and Section 4947a1
adjustments were allowed only for foundations or trusts Charitable Thists.These were organizations that

organized before May 27 1969 whose governing instru- generally carried on their charitable activities in an indi

ment continued to require the accumulation since State rect manner by making grants to other organizations that

Courts would not allow the organization to change its were directly engaged in charitable activities in contrast

governing instrument These items were reported on Form to those operating foundations engaged in charitable

990-PF Part lines 4a 4b and activities themselves However some nonoperating

Net Gain or Loss from Sales of Assets.Included was foundations were actively involved in charitable pro-

profit or loss from sales of items such as securities land grains in addition to making grants Nonoperating foun

buildings or equipment Gain or loss reflected the amount dations were subject to penalty tax and possible addi

shown on the books of the foundation and included any tional penalties for failure to distribute an annual mini-

amount from the sale of property used for either invest- mum amount for charitable
purposes

within required

ment or tax-exempt purposes Most of the gain or loss was time period

from sales of stocks and bonds Profit or loss from the Operating Foundations and Section 4947a1 Chari

sale of inventory items was included in gross profit loss table Trusts .These organizations generally expended

from business activities This item was reported on Form their income for direct active involvementinatax

990-PF Part line column exempt activity such as operating library or museum or

Net Investment Assets Noncharitable-use Assets .For conducting scientific research Operating foundations

purposes
of calculating minimum investment return were excepted from the income distribution requirement

178 only the average rather than end-of-year fair market and related penalty taxes that were applicable to
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nonoperating foundations To qualify as an operating
Other Investmenr.s.Investments reported as other

foundation for particular taxable year private founda- included such items as advances bank certificates cash

tion had to spend at least 85 percent of the lesser of its
values of life insurance certificates of investment invest-

adjusted net income or minimum investment return on the ments in art coins gold gems and paintings miscella

direct active conduct of tax-exempt charitable activities neous loan income and patronage dividends This item

as opposed to the payout of grants in support of such was reported on Form 990-PF Part II line 13 columns

programs abeginning-of-yearbook-valuebend-of-yearbook --

In addition to satisfying the aforementioned income value and end-of-year fair market value

test operating foundations must also satisfy one of Private Foundation This type of organization is

other tests termed the assets test the endowment test defined in the Internal Revenue Code as nonprofit

and the support test Generally the assets test was met corporation association or trust with narrow source of

if 65 percent or more of the foundations assets were used funds which operated or supported educational scientific

directly for the active conduct of charitable activities The religious and other charitable programs dedicated to

endowment test was met if the foundation normally made improving the general welfare of society private

distributions for the active conduct of charitable activities foundation is an organization which qualifies for tax

vi its rmnimum exempt status under Code section 501c3 and is notin an amount not less th -2

investment return The support test was met if substan- church school hospital or medical research organization

tially all of its support other than from gross investment an organization with broad public support in the form of

income was normally received from the public or from contributions or income from tax-exempt activities an

five or more qualifying exempt organizations and no organization operated by or in connection with any of

more than 25 percent of its support other than from
gross

the above described organizations or an organization

investment income was normally received from any one
which conducts tests for public safety The primary

such qualifying exempt organization and no more difference between private foundation and public

than half of its support was normally received from gr charity lies in the sources of each type of organizations

investment income funding foundation usually receives its funds from an

Distributions made by private nonoperating founds- individual family or corporation while as the name

tion to an operating foundation qualified toward meeting implies public charity receives its funds primarily from

the nonoperating foundations distribution requirement large number of sources within the general public

Distributions made by one nonoperating foundation to Quahfying Distributions.Included were disburse-

another were subject to number of conditions and ments for charitable purposes grants direct expenditures

restrictions requiring pass-through of the distribution
to accomplish charitable purposes and charitable-purpose

whereby the donor foundation received credit for quail- operating and administrative expenses amounts paid to

fying distribution but the donee foundation did not acquire assets used directly to accomplish tax-exempt

Additionally contributions to operating foundations were functions charitable program-related investments and

deductible on individuals income tax returns up to 50 amounts set aside for future charitable projects Qualify-

percent of their adjusted gross income as opposed to 30 ing distributions could be credited against the

percent for contributions to nonoperating foundations foundations obligation to pay out its distributable

Other Assets.Assets reported as other included amount This item was reported on Form 990-PF Part

those assets not allocable to specific asset item on the XIII line

Form 990-PF balance sheet or not included elsewhere on
Total Assets.This was the sum of all assets reported

the return and certain amounts given special treatment
in the foundations end-of-year balance sheet shown at

in the course of statistical processing The first category
both book value and fair market value This item was

included such items as construction reserve land deferred reported on Form 990-PF Part II line 16 columns

income dividends receivable escrow deposits income beginning-of-year book value end-of-year book

tax refunds interest discounts interest-free loans over- value and end-of-year fair market value

draft protection and program-related investments The Total Expenses.This was the sum of contributions

second category included amounts reported by the return gifts and grants paid plus various operating and adminis

filer as negative liabilities This item was reported on trative expenses related to both investment and charitable-

Form 990-PF Part II line 15 columns beginning-of- purpose activities Total expense items were reported as

year book value end-of-year book value and shown on the books and records of the foundation and

end-of-year fair market value were based on either the cash receipts or the accrual 179
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method of accounting This item was reported on Form The data presented in this article are from the Forms

990-PF Part line 26 column 990-PF filed for Reporting Year 1989 by organiza

Total Revenue.This was the sum of gross contribu- tions which had accounting periods beginning in

tions gifts and grants received interest and dividends 1989 Therefore the statistics for Reporting Year

from securities savings and temporary cash investments 1989 generally include organizations with account-

net gain less loss from sales of assets mostly investment ing periods that ended sometime during the period

assets but also charitable-use assets gross rents and December 1989 to November 1990 For more

royalties gross profit less loss from business activities detailed analysis see the section Data Sources and

and other miscellaneous income Total revenue was Limitations

reported as shown on the books and records of the foun
U.S Department of the Treasury Internal Revenue

dation and was based on either the cash receipts or the
Service Statistics of Income Compendium of

accrual method of accounting This item was reported on
Studies of Tax-Exempt Organizations 1974-1987

Form 990-PF Part line 12 column
1991 Copies are available exclusively from the

Undistribured Income.This was the portion of the
Statistics of Income Division Internal Revenue

required distributable amount still undistributed after

Service Washington DC
applying against it the sum of current-year qualifying

distributions and any excess distributions carryover
from Results of private foundation studies for 1982 1983

prior years Sanctions were imposed in the form of pen- 1985 1986-1987 and 1988 have been published in

ally taxes on private foundations that did not pay out an various issues of the Statistics of Income Bulletin

amount equal to the distributable amount by the end of Fail 1985 Volume Number 1982 data Winter

the following tax year This item was reported on Form 1986-1987 Volume Number 1983 data

990-PF Part XIV line 6f column Summer 1989 Volume Number 1985 data

Notes and References Spring 1991 Volume 10 Number 1986-1987

The Explanation of Selected Terms toward the end of
data and Winter 199 1-1992 Volume 11 Number

1988 data
this article defmes total assets total revenues and

other selected items reported on the IRS Form For an in-depth discussion of organizations other

990-PF than private foundations which are tax-exempt

UnJess otherwise indicated dollar amounts and under Internal Revenue Code section 501c3 see

percentages are not adjusted for inflation Inflation- Hilgert Cecelia and ArnsbergerPaul Charities

adjusted real values were calculated using the implicit
and Other Tax-Exempt Organizations 1988

price deflators for the gross domestic product from Statistics of Income Bulletin Summer 1992 Volume

the Department of Commerce Bureau of Economic 12 Number

Analysis contained in the Council of Economic
For purposes of the analyses charitable trust refers

Advisors Economic Report of the President Febru-
only to the section 4947a1 nonexempt charitable

ary 1992 Table C-3 Also all references to assets are
trusts that file Form 990-PF while private founds-

stated at fair market value unless book value is tion refers to the section 501c3 exempt private

specifically noted
foundations

These data represent those section 4947a1
Programs termed charitable refer to tax-exempt

charitable trusts that file the Form 990-PF Return of
activities which are charitable educational scien

Private Foundation The 1989 study year represents
tific literary or religious in nature

the first time since 1979 that Statistics of Income has

collected data on these charitable trusts The trusts are Some of the foundations classified as nonoperat
treated separately from the private foundations in ing for 1989 were failed public charities

both the statistical and descriptive analyses organizations that were originally classified as

The small size group described as those founds-
pblic charities Form 990 filers but which could no

tions holding less than $1 million in fair market value
longer qualify for that favored status because they

of total assets excludes foundations that either held
failed to maintain the required minimum of support

no assets or that did not report assets on the balance
from public sources Most often the re-classified

sheet of the Form 990-PF This distinction is used nonoperating foundations continued to operate like

180
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direct services as opposed to making grants to studies on foundation assets See Salamon and

accomplish charitable purpose Many of these Voytek Ibid 32 The formula is as follows

organizations may have qualified as operating
Rate of Total Return

foundations but did not request such status from the
Fair Market Value of Assets

Internal Revenue Service

Beginning Fair Market Value of Assets

Renz Loren and Lawrence Steven Foundation
Contributions Received by the Foundation

Giving Yearbook of Facts and Figures on Private GrantsPaibytheFoundation __- --

Coöatºähd CmniFoüntions 1992 erating and Admimstrative Expenses

edition The Foundation Center Excise Tax Paid on Net Investment Income

Investment assets include savings and temporary DIVIDED BY
cash investments securities such as corporate stock Fair Market Value of Assets

corporate bonds Government bonds and Treasury Contributions Received

bills land buildings and equipment mortgage
To calculate the rate of total return shown in Figureloans and other investments

private foundation information returns from data

For more detailed information on the investing and samples for consecutive years were matched in order

distributing behavior of foundations excluding to analyze both the beginning- and end-of-year fair

section 4947a charitable trusts see Lester market value data The returns in the samples were

Salamon Lester and Voytek Kenneth matched by the employer identification number

Managing FoundationAssets An Analysis of

Foundation Investment and Payout Procedures and Due to the lower sampling rates used for the smaller

Performance The Council on Foundations 1989 foundations the rate at which returns were matched

for consecutive years was not high enough to ensure

Salamon and Voytek Ibid
proper level of statistical confidence Therefore

the rate of return was only calculated for the mediumSalamon and Voytek Ibid
and large foundations those holding $1 million or

Salamon and Voytek Ibid more in assets

Investment assets include savings and temporary The beginning fair market value of assets for any
cash investments securities such as corporate stock

given year equals the ending fair market value

corporate bonds Government bonds and Treasury
reported on the prior years tax return Thus in order

bills land buildings and equipment mortgage to provide consistent form of measurement by
loans and other investments Net investment

which to compare rates of return among different

income is comprised of income not considered to be
years the ending fair market value of asset amounts

related to foundations charitable purpose such as
reported for both the year subject to the computa

interest dividends and capital gain net income The
tion and the prior year were used to compute the

net investment income figure used in ifilS calculation
rate of total return In order to obtain an inflation-

was obtained from column of the income
adjusted real rate of return the figure equaling the

statement found in Part of the Form 990-PF The
beginning-of-year fair market value of assets was

components of investment income discussed in the
adjusted using the gross domestic product implicit

previous section represent components of gross
price deflator

income found in column of the income statement

For more detailed discussion refer to Meckstroth
The rates of return for 1988 are slightly different

Alicia Private Foundations as Investors and
from those found in Private Foundations 1988

Distributors of Tax-Exempt Charitable Dollars
Statistics of Income Bulletin Winter 199 1-1992 1974-1987 U.S Department of Treasury Internal

Volume 11 Number This difference is due to
Revenue Service Statistics of Income Compendium

adjuting for inflation using the new base
year

of the
of Studies of Tax-Erempt Organizations 1974-1987

gross domestic product implicit price deflator The 1991 Copies are available exclusively from the

base year changed from 1982 to 1987
Statistics of Income Division Internal Revenue

The rate of total return formula is the same as that Service Washington DC and Meckstroth Alicia

developed and used by Salamon and Voytek in their and Riley Margaret Private Foundation Returns 181
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1986-1987 Statistics of Income Bulletin Spring actually distributed but also other amounts spent or

1991 Volume 10 Number pp 23-50 set aside for charitable purposes

Ibid Renz Loren and Lawrence Steven Foundation

Giving Yearbook of Facts and Figures on Private

For valuing net investment noncharitable-use Corporate and Community Foundations 1991

assets for the
purpose

of computing the minimum
edition The Foundation Center 1991 p.44 Figure

investment return reductions for blockage or other 16

marketability discounts are permitted These
To calculate the payout rate the amount of ad

discounts limited to 10 percent in the case of

justed qualifying distributions was divided by the

securities but statutorily unlimited in other cases
amount of the monthly average of net investment or

such as land holdings can effectively reduce the net
noncharitable-use assets This payout formula

investment asset base and thus result in minimum
adjusts qualifying distributions with additions and

payout level of less than percent of the full fair

subtractions that are made to the required distribut
market value An example of this type of discount-

able amount on the Form 990-PF The numerator of

ing is foundation that owns 15 percent of the stock
the formula also includes excess distributions made

of publicly-held corporation This percentage
in the past and applied to the requirement of the

represents block of securities so large in relation to

current filing year
the volume of actual sales on the existing market

that it could not be liquidated in reasonable time The sample was stratified based on book value of

without depressing the market Because of this assets rather than fair market value because

situation the foundation is allowed to discount the amounts reported for the fair market value of assets

fair market value of the stock for the purposes of were not fully validated by the IRS during adminis

reporting it on the Form 990-PF In addition
trative processing for the Business Master File

reductions are permitted for the excise tax on net BMF system from which the sample was drawn

investment income and the unrelated business Book value of assets on the other hand was fully

income tax imposed under Internal Revenue Code validated Beginning with the 1992 Tax Year the

section 511 IRS wifi fully validate the fair market value of assets

for purposes of the BMF system Then for the 1993

The item qualifying distributions as defmed in Tax Year Statisticsof Income plans to begin

the Internal Revenue Code and as used on the Form sampling the 990-PF tax returns by fair market

990-PF includes not only amounts that were rather than book value of assets
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Table 1.All Private Foundations Number and Selected Financial Data by Type of Organization and

Size of Fair Market Value of Total Assets

tAt flgures are estimates based on samplesmoney amounts are thousands ci doflara

Total Contrthutlona gifts Dividends end Interest

Size of fair market Number of revenue and grants received from securities

value of total assets returns Number at Number of Number of

returns Amount returns Amount returns Amount

ALLFOUNDATlONS-

Total _._ 38173 37.807 10916.820 17938 6938870 24086 5969.519

Zero or unreported 948 674 136.027 371 135.100 912 272

$1 under $100000 14.362 13799 330392 7622 276.419 6290 13855

$100000under$1000000 14799 14766 1272296 6371 763948 11078 220056

$1000000 under$10000000 7049 7042 4165432 2919 2125079 6072 864010

$10000000under$25000000 912 912 2240661 359 927043 848 601816

$25000000 under $50000000 329 329 1676996 131 612788 309 479026

$50000000 under $100000000 196 196 1821957 82 434364 191 600991

$100000000 or more 189 189 8273159 82 1662130 186 3189493

Nonopcrstlng foundations

Total 35705 34709 18333928 13963 8426153 22917 5550811

Zero or unreported
928 556 134649 353 133722 912 272

$1 under $100000 12938 12438 302225 8821 257665 4999 13126

$100000 under $1000000 13881 13647 1132444 5748 648994 10897 213133

$1000000 under $10000000 6497 6497 3851298 2501 1987388 5711 817248

$10000000 under $25000000 814 814 2044724 295 856683 769 559270

$25000000 under $50000000 299 299 1505128 109 554.358 287 452822

$50000000 under $100000000 173 173 1621373 65 380681 170 647728

$100000000 or more 175 75 7742085 71 1608765 172 2947211

Operating foundations

Total .. .. 3067 3007 1582094 1973 510717 1168 418708

Zero or unreported 16 18 1378 18 1378

$1 under $100000 1414 1381 28167 801 18854 290 728

$100000 under $1 000000 919 919 139853 623 116952 381 6924

$1000000 under $10000000 562 545 314134 418 137693 361 46762

$10000000 under $25000000 98 98 195938 64 70360 79 42648

$25000000 under $50000000 30 30 171868 22 58432 22 26203

$50000000 under $100000000 23 23 200584 17 53683 21 53263

$100000000 or more 14 14 531074 11 53365 14 242282

GRANTMAKING FOUNDATIONS

Total ....... 32372 18494216 14279 6084883 22.311 5770361

Zero or unreported 437 381 52133 231 50970 59 38

$1 under $100000 10.917 10805 282864 5604 237662 4612 12681

$100000under$l000000 13288 13271 1080404 5391 604791 10498 211501

$1000000under$10000000 8396 6398 3661113 2480 1798175 5691 815011

$10000000 under $25000000 852 852 2078940 315 833653 605 580056

$25000000 under $50000000 305 305 1503481 112 534716 292 457519

$50000000 under $100000000 182 182 1693061 72 393987 178 560841

$100000000 or more 179 179 8144229 74 1.630.728 176 3141713

Granhinaklng-nonopersting faundallan

Total 30992 30806 17711050 13438 5910642 21638 5502511

Zero or unreported 420 384 50755 213 49592 59 38

$1 under$100000 10112 10000 268202 5244 229525 4430 12150

$100000 under $1000000 12827 12609 1.029411 5112 565000 10233 207362

$1000000 under $10000000 6189 6169 3556614 2341 1742291 5528 795734

$10000000 under $25000000 805 805 1996293 288 815365 763 556717

$25000000 under $50000000 295 295 1467317 106 528672 284 449952

$50000000 under $100000000 171 171 1612658 65 380681 168 641971

$100000000 or more 173 173 7729701 69 1608616 170 2938587

Orsntmaktng-operstlng foundation

Total 1585 1565 163168 UI 164841 675 278850

Zeroorunreported 18 18 1378 18 1378
$1 under $100000 805 805 14662 360 8137 182 532

$100000 under $1000000 481 481 50993 278 39791 264 4140

$1000000under$10000000 207 207 104599 139 65884 162 9277
$10000000 under $25000000 47 47 bO648 27 18.288 42 23339

$25000000 under $50000000 10 36184 5844 7567

$50000000under$100000000 Ii 80193 13306 10 18870

$100000000 or more 414528 22212 203126

Footnote at end of table
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Table 1.All Private Foundations Number and Selected Financial Data by Type of Organization and

Size of Fair Market Value of Total AssetsContinued

AU figures are estimates based on samplesmoney amounts are In thousands of
dollarsi

Net gain less loss front Total Excess of revenue Net Investment

Size of lair market sales assets expenses less loss over expenses income

value of total assets Number of Number of Number of Number of

returns Amount returns Amount returns Amount returns Amount

10 11 12 13 14 15

ALL FOUNDA11ONS

Total 14495 4738242 37642 10734604 37626 9182315 34108 12060669

Zeroorunreported 70 -419 666 159.420 522 -23392 249 1202

$1 under $100000 2068 10765 13747 343434 13932 -13043 11.053 44874

$100000underSl000000 6157 128612 14585 885351 14.703 388.945 14334 535.519

$1000000under$10000000 4745 662770 7020 2141205 7046 2024226 6866 1907274

$10000000 under$25000000 795 418521 911 1182517 912 1058143 904 1286273

$25000000 under $50000000 301 343714 328 934125 328 742871 319 935486

$50000000 under $100000000 180 571892 196 879903 196 942054 195 1234405

$1000000000rrnore 178 2602386 189 4208649 189 4064510 188 6115637

Nonopersting foundations

Total 13804 4389009 34628 9898783 34829 8435142 31672 11264179

Zero or unreported 70 -419 648 158041 522 -23.392 249 1.202

$1 under $100000 1994 10672 12368 315729 12536 -13505 10108 42053

$100000 under$1000000 6008 126314 13683 776272 13.816 356171 13497 496.131

$1000000 under$10000000 4418 619290 6469 1932820 8.495 1918478 6386 1802306

$10000000under$25000000 712 382576 813 1073112 814 971812 811 1194139

$25000000 under $50000000 277 310660 299 836397 298 868731 293 872513

$50000000under$100000000 160 519293 173 781176 173 840198 173 1157238

$100000000 or more 184 2420623 175 4025238 175 3716849 174 5698.597

Operating foundations

Total 691 349233 3014 835821 2999 747173 2437 796490

Zero or unreported
18 1378

$1 under $100000 73 93 1379 27705 1396 483 945 2821

$100000 under $1000000 149 2299 902 109078 888 30774 837 39388

$1000000 under $10000000 327 43481 551 208385 551 105748 500 104967

$10000000 under $25000000 83 35945 98 109405 98 86532 93 92133

$25000000under$50000000 24 33054 29 97728 30 74140 26 62974

$50000000under$100000000 20 52599 23 98728 23 101856 22 77167

$100000000 or more 14 181763 14 183413 14 347660 14 417040

GRANTMAKING FOUNDA11ONS

Total 13544 4627648 32557 10025141 32294 8469075 30383 11708462

Zero or unreported 52 437 74634 364 -22501 178 991

$1 under $100000 1875 10630 10917 308055 10794 -25191 9.287 41983

$100000under$1000000 5750 121382 13288 787647 13224 292857 13082 510490

$1000000 under $10000000 4491 634025 6396 1951232 6394 1709881 6327 1779706

$10000000under$25000000 753 404838 852 1115896 852 961044 850 1242947

$25000000under$50000000 283 322803 305 843122 304 660359 299 893233

$50000000under$100000000 170 552485 182 810897 182 882154 182 1192661

$100000000 or more 169 2581485 179 4133759 179 4010470 178 6046451

Grentmaklng-nonoperatlng foundations

Total 13172 4375969 30992 9691559 30762 8019490 29.048 11170244

Zero or unreported 52 420 73255 364 -22501 178 991

$1 under $100000 1837 10486 10112 291334 9989 -23132 8664 39.998

$100000under$1000000 5649 120568 12827 752927 12778 276484 12637 478113

$1000000 under $10000000 4328 813945 8189 1891243 6187 1665271 6133 1739875

$10000000 under$25000000 708 380986 805 1068641 805 927652 804 1189202

$25000000under$50000000 274 310049 295 824201 294 643116 290 869425

$50000000under$100000000 160 519293 171 773822 171 839036 171 1156940

$100000000 or more 163 2420842 173 4016138 173 3713565 172 5695899

Grantmaklngoperating foundations

Total 371 251679 1565 333581 1632 449585 1335 538218

Zeroorunrepoiled 18 1378

$1 under $100000 38 144 805 16721 805 -2058 623 1986

$100000under$1000000 101 813 461 34620 445 16373 445 32377

$1000000 under$10000000 162 20079 207 59989 207 44610 194 39831

$10000000 under $25000000 44 23852 47 47255 47 33393 46 53745

$25000000 under$50000000 12754 10 18921 10 17243 23807

$50000000 under$100000000 10 33192 11 37074 11 43119 II 35721

184 $100000000 or more 160844 117623 296905 350.752

Footnotes at end of labia



Private Foundations and Charitable Trusts 1989

Table 1.All Private Foundations Number and Selected Financial Data by Type of Organization and

Size of Fair Market Value of Total AssetsContinued

AU figures are estimate based on samplesmoney amounts are in thousands of dollsrsj

Disbursements for Contributions gifts and Grant administrative

Size of fair mantel exempt pwposas grants p.ld expenses

value of total assets Number of Numberol Number of

returns Amount returns Amount rstums Amount

16 Il 18 19 20 21

-- -- ---ALIFOUNDATIONS

Total ......__ 35925 9380759 32.557 5.108108 19674 481522

Zero or unrepoiled 525 77825 437 76377 304 1072

$1 under $100000 12590 312887 10917 273308 6205 11989

$100000 under $1000000 14323 826366 13288 899332 7403 24005

$1000000 under $10000000 6816 1.942743 6396 1893523 4482 77787

$10000000 under $25000000 904 1063720 852 927938 873 54166

$25000000 under $50000000 325 828707 305 710679 273 40379

$50000000 under $100000000 194 776595 182 650478 166 40447

$100000000 or more 188 3559916 179 3076472 167 231676

Nonoperatlng foundations

T0IL......................... 33100 5.705.090 30992 6033771 15588 443328

Zero or unreported 507 76447 420 75135 287 936

$1 under $100000 11305 290500 10112 263.273 5673 10916

$100000 under $1000000 13471 725480 12827 885873 7068 20673

$1000000under$10000000 8383 1775197 6189 1.678.454 4.337 58.502

$10000000 under $25000000 810 977533 805 915105 652 50749

$25000000 under $50000000 298 764337 295 706495 266 39761

$50000000under$100000000 111 697101 171 843520 160 36927

$100000000 or more 174 3398514 173 3065917 164 224865

Operating toundstlons

Tetsl...................... 2825 683668 1565 74337 1075 38194

Zero or unrepoiled 18 1378 18 1243 18 136

$1 under $100000 1284 22386 805 10036 532 1073

$100000 under $1000000 852 100906 461 13460 345 3.332

$1000000 under $10000000 513 167548 207 15069 144 19285

$10000000under$25000000 94 86187 47 12833 20 3417

$25000000 under $50000000 27 64370 10 4184 618

$50000000 under $100000000 23 79493 11 8968 3520

$1 00.000000 or more 14 181402 10555 6811

GRANIMAKING FOUNDATIONS

Total .._ 32557 5.918796 32557 5.108106 19163 466027

Zero or unreported 437 77530 437 76377 287 1069

$1 under $100000 10917 288761 10917 273308 5932 11147

$100000 under $1000000 13288 740078 13288 699332 7284 19278

$1000000 under $10000000 6396 1803628 6396 1.893523 4404 70395

$10000000 under $25000000 852 1015606 852 927930 671 54012

$25000000 under $50000000 305 785699 306 710679 273 40379

$50000000 under $100000000 182 726754 182 850478 165 38071

$100000000 or more 179 3.500.741 179 3078472 137 231676

Grantmsklng-nonoperallng foundations

30992 0636096 30992 5.033711 18250 439111

Zero or unreported 420 78151 420 76.135 269 933

$1 under $100000 10112 275672 10112 263273 5453 10227

$100000 under $1000000 12827 709408 12827 685873 6987 17849

$1000000 under $10000000 6189 1751.465 6189 1878454 4298 57860

$10000000 under $25000000 805 973825 805 915105 652 50749

$25000000 under $50000000 295 754070 295 706495 266 39761

$50000000 under $100000000 171 697101 171 643520 160 36927

$100000000 or more 173 3398403 173 3066917 184 224885

Grantmsklng-opersllng foundations

1565 202899 1585 74237 933 26856

Zero or unreported 18 1378 98 1243 18 138

SI under $100000 805 13089 805 10036 479 920

$100000under$1000000 481 30669 481 13480 297 1429

$1000000 under $10000000 207 52163 207 15069 106 12534

$10000000 under $25000000 47 41780 47 12833 18 3263

$25000000 under $50000000 10 11629 10 4184 018

$50000000 under $100000000 11 29853 11 8950 1145

$100000000 or more 102338 10555 6811

Footnotes at end of table 185



Private Foundations and Charitable Trusts 1989

Table 1.All Private Foundations Number and Selected Financial Data by Type of Organization and

Size of Fair Market Value of Total AssetsContinued
lAS figures are estimates based on samples-money amounts at hi thousands of dollezsJ

Excise tax on net hivestmenl hicom Total assets Inveelmente In securities

Size of fair market Domestic organizations Foreign organizations book value book value

value of total assets Total Number of Number of Number of Number of

returns Amount returns Amount returns Amount returns Amount

22 23 24 25 25 27 28 29 30

ALL FOUNDATIONS

Total 166205 32101 185258 29 947 37665 116202966 23895 89.717246

Zero or unreported 95 232 15 19 62.486 19 5655

$1 under $100000 692 10255 892 14352 476009 5090 181817

$100000under$1000000 8581 14.121 8.581 14799 4982084 11001 2787.526

$1000000under$10000000 29391 8677 29358 17 35 7049 18081.031 6214 12.398927

$10000000under$25000000 18914 883 18914 912 11650413 871 8855268

$25000000 under $50000000 14268 299 14213 55 329 9668966 319 7425401

$50000000 under $100000000 16632 182 16605 27 196 11275587 192 8909752

$100000000 or more 77712 172 76883 830 189 60.006437 189 49232899

Nonoperatlng foundation

Total 161908 30917 160976 28 932 34795 105274780 22682 83217976

Zero or unreported 15 232 15 19 62486 19 5655

$1 under $100000 648 9488 648 12938 433959 4820 173.711

$100000 under $1000000 7943 13433 7943 13881 4848235 10605 2681754

$1000000 under $10000000 28.257 6334 28222 17 35 6497 18605743 5810 11.776.828

$10000000 under $25000000 18027 808 18027 814 10445805 789 8227381

$25000000 under $50000000 13.789 287 13734 55 299 8798429 293 6984841

$50000000under$I00000000 15955 167 15943 12 173 10.012.576 171 8161542

$100000000 or more 77274 168 76444 830 175 54267586 175 45602

Operating foundations

Total 4297 1.884 4282 15 3050 10928214 1213 6559.271

Zero or unreported

$1 under $100000 44 768 44 1414 42051 269 8105

$100000 under $1000000 637 688 637 .- 919 333849 396 85773

$1000000 under $10000000 1134 343 1134 552 1475287 404 622099

$10000000 under $25000000 888 56 888 98 1204808 82 627887

$25000000 under $50000000 479 12 479 30 870537 26 440561

$50000000under$100000000 676 15 661 15 23 1263011 21 748210

$100000000 or more 439 439 14 5738871 14 4026636

GRANTMAKING FOUNDA11ONS

Total 162731 29674 161.826 26 905 32120 110.423767 21990 86886352

Zero or unreported 10 178 10 .-

$1 under $100000 642 8.793 642 10.917 409531 4409 169084

S100000under$1000000 8194 12982 8194 13288 4515623 10344 2644427

$1000000 under$10000000 27643 6252 27608 17 35 6396 16354149 5758 11594916

$10000000under$25000000 18589 833 18589 852 10899890 823 8227381

$25000000under$50000000 14013 290 13958 55 305 8984755 298 6984841

$50000000under$100000000 16318 176 16318 182 10422019 179 8161542

$100000000 or more 77319 169 76504 815 179 58837799 179 45.206.263

Orantmeklng-nonoperatlng foundation

Total 160086 28597 159181 25 905 30572 103470312 21350 82304846

Zero or unreported 10 178 10

$1 under $100000 612 8293 612 10112 383800 4248 162795

$100000 under$1000000 7604 12604 7604 12827 4348162 10095 2593091

$1.000000under$10000000 27042 6103 27007 17 35 6189 15851295 5598 11366034

$10000000 under $25000000 17938 801 17938 805 10318623 781 8148440

$25000000undar$50000000 13727 284 13672 55 295 8698813 289 6934191

$50000000under$100000000 15943 167 15943 171 9886614 169 8072662

$1000000000rmore 77209 167 76394 815 173 53.983006 173 45027632

Grantmeklng-oper.ting foundations

Total 2644 1077 2044 1546 6953455 640 4581506

Zero or unreported

$1 under $100000 30 500 30 605 25731 161 8289

$100000 under $1000000 590 377 590 461 167461 250 51336

$1000000 under $10000000 601 150 601 207 502855 162 228882

$10000000under$25000000 651 33 651 47 581267 42 348236

$25000000under$50000000 286 286 10 285943 169219

$50000000 under $100000000 375 375 Ii 535406 10 280663

$100000000 or more 111 lii 4854793 3496882

86 Footnotes at end of table



Private Foundations and Charitable Trusts 1989

Table 1.All Private Foundations Number and Selected Financial Data by Type of Organization and

Size of Fair Market Value of Total AssetsContinued

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

Total assets Inveatrn.nts In securities Net Minimum investment

Size of lair market fair market value fair market value worth return

valueoftotalassets Numberot Numberot Numberol Numberof

returns Amount returns Amount returns Amount returns Amount

31 32 33 34 35 38 37 33

-ALL-POUNDA11ONS
Total 37.827 151694261 23826 121393974 37943 111842594 38.750 6488272

Zero or unreported 162 -43458 360 704

$1 under $100000 14352 455838 5028 160407 14314 434103 13113 22631

$100000 under $1000000 14.799 5500624 11.017 3207334 14799 4879614 14653 245876

$1000000 under$10000000 7049 21242040 6.212 15067879 7042 17519.678 7009 928908

$10000000 under$25000000 912 14088317 871 11029294 912 11392189 908 626599

$25000000 under $50000000 329 11554315 319 8997528 329 9187306 326 521.395

$50000000 under $100000000 196 13615696 192 10931558 198 11051427 194 602078

Si00000000ormore 189 85.239.432 189 71999978 189 57421734 187 3540081

Nonopersting foundations

Total .. 34777 138338548 22613 114138.323 34894 101.513556 34029 6063426

Zero or unreported 162 -43458 360 704

$1 under $100000 12938 410949 4756 150531 12900 393.986 11948 20577

$100000 under $1000000 13881 5145036 10621 3118880 13881 4557379 13799 234277

$1000000 under $10000000 6497 19450126 5808 14306737 6490 16191.779 6469 870760

$10000000 under $25000000 814 12677371 789 10285180 814 10262646 812 581158

$25000000 under $50000000 299 10498879 293 8493714 299 8510215 297 489592

$50000000 under $100000000 173 12.138.525 171 10076515 173 9862267 171 555547

$100000000ormore 175 78017663 175 67706765 175 51778744 173 3310810

Operating foundations

Total 3050 13355713 1213 7255652 3049 10329036 2721 424847

Zero or unreported --

$1 under $100000 1414 44887 269 9876 1414 40117 1.165 2054

$100000 under $1000000 919 355589 396 88454 919 322238 854 11.599

$1000000 under $10000000 552 1791914 404 761142 551 1327.899 540 58148

$10000000 under $25000000 98 1408946 82 744.114 88 1129543 98 45.441

$25000000 under $50000000 30 1.055436 28 503811 30 677091 29 31803

$50000000under$100000000 23 1477171 21 855042 23 1189161 23 48531

$1000000000rmore 14 7221769 14 4293213 14 5642990 14 229271

GRANTMAKING FOUNDATIONS

Total 32120 143877315 21958 117933622 32152 106841370 31973 6292150

Zero or unreported 56 -34734 290 601

SI under $100000 10917 387596 4345 148498 10899 372.373 10525 20442

$l00000under$1000000 13288 4.998.642 10.376 3064145 13288 4483233 13256 232201

$1000000under$10000000 6396 19169544 5756 14133751 8390 16051334 6388 873543

$10000000 under $25000000 852 13229555 823 10608038 852 10714834 850 602962

$25000000 under$50000000 305 10737879 298 8630759 305 8740142 304 499093

$50000000under$100000000 182 12625.795 179 10273491 182 10258200 181 569906

$100000000 or more 179 82728.404 179 71078939 179 56275968 178 3etm403

Grantinaklng-nonopereting foundations

Total 30572 136017133 21316 113148741 30604 100034077 30530 6023214

Zero or unreported 56 -34.734 290 601

$1 under $100000 10112 360899 4184 139428 10094 348038 9793 18970

$100000 under $1000000 12827 4826588 10126 3017680 12827 4297078 12827 226054

$1000000 under $10000000 6189 18587771 5594 13876456 6183 15574892 8181 850765

$10000000 under $25000000 805 12548066 781 10202123 805 10148050 803 578254

$25000000 under $50000000 295 10384590 289 8429193 295 8484887 294 457318

S50000000undr$100000000 171 11980518 169 9955591 171 9736338 170 551728

$100000000 or more 173 77330702 173 67528270 173 51501530 172 3309527

Grantnsklng-operstlng foundations

Total ...... ........ 1548 7880182 640 4784880 1548 6107293 1442 268937

Zero or unreported

$1 under $100000 805 26697 161 1070 805 24338 731 1472

$100000 under $1000000 461 171953 250 48484 461 166155 429 6147

$1 000000 under$10000000 207 581774 162 257295 207 476443 207 22178

$10000000 under $25000000 47 683489 42 405915 47 568784 47 24708

$25000000 under $50000000 10 353290 201566 tO 275255 10 11775

$50000000under$100000000 11 645277 10 317900 11 521862 11 18180

$100000000 or more 5397702 3548669 4774458 163876
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Private Foundations and Charitable Trusts 1989

Table 1.All Private Foundations Number and Selected Financial Data by Type of Organization and

Size of Fair Market Value of Total AssetsContinued
AS tirtss at sitItnates based on sampls.-monsy WnOralts at thouserals ci dale

Dls Unda6b iooe. Eussas smbns
Size of fair medist wicusrt staUtullan far 1980 ouryovur te 1900

value of total assets Number ci Number 01 Number 01 Nrauber ci

Amonti raUan Amend

39 40 41 43 43 44 46 48

ALL FOUNDATIONS

TOtaL_.................. 33720 5963754 35802 6.767485 754$ 1682465 26734 11.840038

Zero or unreported 360 801 526 77288 35 131 400 218.405

$1 under $100000 11727 20506 12411 305850 2061 2288 10040 1242021

$100000under$1000000 13718 Sf5257 14374 541188 2900 42.743 10.834 1.734798

$1 .000.000 under $10000000 8463 886.608 6882 1979318 1978 180808 4403 3572886

$10000000 under $25000000 812 572438 904 1080514 289 120821 619 1.510.885

$25000000 Under $50000000 296 482789 326 501489 126 140849 161 1062980

55000000 under $100000000 171 545578 194 631.173 85 131294 108 737.332

$100000000 Or more 113 3250841 181 3.835.088 89 1037816 84 151231

Nonopeostlng foundations

Total
................. ...._....._ 33.720 505374 32898 6797572 7.54$ 1662465 26734 11645838

Zero or unreported 360 691 507 15.910 35 131 400 216406

$1 under $100000 11121 20565 11144 283338 2.061 2.288 10.040 1242021

$100000undec$1000050 13718 265257 13536 726261 2900 42743 10.834 1734796

$1000000undec$10000000 6483 886598 6.351 1783860 1918 180808 4403 3672866

$10000000 under $26050000 812 572438 810 974824 289 120827 519 1.570.886

$25000000 under $50050000 295 482.189 298 750.452 129 140040 161 1062980

$50000000 under $100000000 171 545578 111 120014 68 137204 100 737332

$1000000000rmore 173 3250841 113 3413820 89 1007818 84 1512351

Operating foundations

Totsl N/A N/A 2508 989913 N/A N/A N/A N/A

Zero or unreported N/A N/A 18 1378 N/A N/A N/A N/A

$lunder$100000 N/A N/A 1281 82614 N/A N/A N/A N/A

S100000underSl000000 N/A N/A 838 115539 N/A N/A N/A N/A

$1000000under$10000000 N/A N/A 626 194447 N/A N/A N/A N/A

$10000000 under 625.050000 N/A N/A 94 106090 N/A N/A N/A N/A

$25000000 under $50050000 N/A N/A 27 72017 N/A N/A N/A N/A

$50000000 under $100000000 N/A N/A 28 117161 N/A N/A N/A N/A

$100000000 or mors N/A N/A 14 381188 N/A N/A N/A N/A

ORANTMAKING FOUNDATIONS

Total ...... 30329 5982635 32532 9160001 5952 1641116 24798 11400002

Zero or unreported 290 501 437 18996 18 35 386 213966

$1 under$100000 9681 18094 10899 282169 1090 1680 8017

$100000under$j000000 12746 254856 13288 142.848 2.456 40285 10.274 1.648.530

$1000000 under $10000000 8174 848.738 8390 1199219 1824 174012 4352 3512921

$10000000 under $25050005 800 560620 862 1019924 283 119901 516 1568041

$25000000 under $50000000 292 480577 306 764117 127 140025 165 1062560

550.000.000 under $100000000 110 541768 182 167006 85 133414 106 737332

$l000000000rmore 172 3.249492 178 3747804 89 1.007.816 83 1510676

Orentmaklng.norioperathrg foundations

Tets............ 30329 5982635 30607 716335 5852 1647116 24106 11400092

Zero or unreported 290 591 420 75817 18 35 386 213966

$1 under $100000 9881 18996 10094 280762 1090 1880 8017 1156061

$100000 under $1000000 12.746 254.866 12.827 104168 2.466 40235 10214 1.648.530

$1000000 under $10000000 6174 046738 8183 1752287 1824 174012 4352 3512927

$10000000 under $25000005 803 589620 805 071488 283 110901 516 1568041

$25000000 under $50050005 282 480577 296 749333 127 140026 166 1062580

$50000000 under $100000000 170 641.768 171 720014 66 133414 106 137332

$100000000ormore 172 3249.492 112 3473777 89 1037816 15110676 1510676

Grsplmeklng-cp.radng foundations

Total.................._......... N/A N/A 1565 473566 N/A N/A N/A N/A

Zero or unreported N/A N/A 18 1.378 N/A N/A N/A N/A

$1 under $100000 N/A N/A 805 12.436 N/A N/A N/A N/A

$100000 under $1000000 N/A N/A 461 38682 N/A N/A N/A N/A

$1000000 under $10000000 N/A N/A 207 46932 N/A N/A N/A N/A

$10000000 under $25000000 N/A N/A 47 48436 N/A N/A N/A N/A

$25000000 under $50000000 N/A N/A tO 14884 N/A N/A N/A N/A

$50000000 under $100000000 N/A N/A II 36990 N/A N/A N/A N/A

$100000000 or more N/A N/A 273827 N/A N/A N/A N/A

N/A not eppilcable

Estimate should be used with caution because of the sineS number gi aençle returns on abide It based

The data shown In columns 18 end 19 are based on the emctdl of conbfoutlons gifts and grants that foundations euluely disbursed far dtedlabl purpose tar 1969 usIng the cash

receipts end distributions method of accounting This figure dlttet somewhat from that reported as corititsutloni gifts end gnus paid in the income statemed ci Table When reporting

the amount used in th income statam.nt or perth bock foundations buns the option of using either th cash recslpds and disbursements or the acorual mathod ci accounting This

difference in reporting method therefore accounts for the difference in the emend ci cortstutlons gifts end grants paid as reported in Tables lend

Less than $500

188 NOTE DateS may not add to toed because ci rounding



Private Foundations and Charitable Trusts 1989

Table 2.Section 4947a1 Charitable Trusts Treated as Foundations Number and Selected Financial

Data by Type of Organization and Size of Fair Market Value of Total Assets

tAil figures are estimates based on samplesmoney amounts are in thousands of dollarsj

Total Contdbullons gIfts Dividends and Interest

Size of fair market Number of revenue and grants received from aecurllies

value of total assets returns Number of Number of Number of

returns Amount returns Amount returns Amount

_____ 6___-_--

AU CHARITABLE TRUSTS

Total 2634 2612 404571 353 86254 2173 127826

Zero or unreported
21 10 112

SI under$100000 942 924 4.299 140 1071 897 1733

$100000 under$1000000 1155 1154 56682 113 8443 988 22584

$1000000 under $10000000 478 478 204232 89 49800 448 64215

$10000000 or more 38 38 135576 23308 37 39185

Nonoperating trusts

Total 2593 2571 386399 332 85029 2163 127098

Zeroorunreported 21 17 3783 3633 10 112

$1 under $100000 938 921 4272 140 1071 897 1733

$100000undr$1.000000 1125 1124 49613 94 7440 976 22333

$1000000 under $10000000 473 473 202238 87 49579 444 64078

$10000000 or mont 36 38 133997 23308 35 38840

Operating trust

Total.. 41 41 10672 20 1225 96 732

Zero or unreported

$1 under$100000 27 .-

$100000 under $1000000 30 30 7070 18 1004 10 250

$1000000 under $10000000 1996 221 137

$10000000 or more 1580 345

ORANTMAKING CHARITABLE TRUSTS

Total ..... 2448 2430 343101 287 51490 2089 122011

Zeroorunreported 17 97 3783 3633 10 112

$1 under $100000 854 837 3972 112 888 689 1706

$100000 under$1000000 1093 1093 46057 88 5320 947 21597

$1000000 under $10000000 449 449 185879 71 39843 428 60658

$10000000 or more 34 100411 1807 34

Grentm.kIng.nonopor.tlng trust

Total ...... ..... 2429 2412 341366 284 51154 2079 121570

Zeroorunreported 11 97 3783 3833 90 112

$1 tmder$100000 851 833 3945 112 888 869 1708

$100000 under $1000000 1081 1061 45451 86 4984 940 21441

$1 .000000 under $10.000000 447 447 185764 76 39842 427 60641

$10000000 or more 33 33 102423 1807 33 37.671

Gr.ntmaklng-operstlng trust

Total 19 99 9735 337 10 441

Zero or unreported .-

$1 under $100000 27

$100000 under $1000000 12 92 605 336 156

$1000000 under $10000000 115 17

$10000000 or more 988 268

Footnotes at end of table

189



Private Foundations and Charitable Trusts 1989

Table 2.--Section 4947a1 Charitable Trusts Treated as Foundations Number and Selected Financial

Data by Type of Organization and Size of Fair Market Value of Total AssetsContinued

46 figures are estimates based on samples-money amounts are bi thousands of dolisrsj

Net gain tess loss from Total Excess Cf revenue Net Investment

Size of fair market sales of assets expenses less loss over expenses lnosrne

value of total assets Number of Number of Number of Number of

returns Amount returns Amount returns Amount returns Amount

10 II 12 13 14 15

ALL CHARITABLE TRUSTS

Total 1625 132869 2611 184191 2593 320380 2522 302258

Zeroorunreported 14 27 17 3910 14 -127 14 936

$1 under $100000 362 361 935 5627 914 -1.328 847 3037

$100000under$l000.000 811 12915 1152 39247 1150 17435 1148 42265

$1000000under$l0000000 405 70321 470 75633 477 128598 475 146410

$10000000 or more 34 49246 37 59773 38 75803 38 110.410

Nonoperatlng trusts

Total 1595 131655 2570 174956 2552 218843 2486 299097

Zero or unreported 14 27 17 3910 94 127 94 136

$1 under $100000 362 361 931 5604 910 -1332 847 3037

$100000 under $1000000 786 12706 1122 33349 1120 16264 1117 41480

$1000000 under $10000000 402 69929 485 74034 472 128201 471 145194

$10000000 or more 32 48632 35 58059 36 75938 36 109250

Operating trusts

Total 30 1214 41 8235 41 9.437 36 3162

Zero or unreported

$1 under $100000 23

$100000 under $1000000 25 289 30 5898 30 1171 30 785

$1000000 under $10000000 392 1599 397 1217

$10000000ormom 613 1714 -135 1160

GRANTMAKING CHARITABLE TRUSTS

Total 1545 128977 2448 170255 2411 172846 2379 285949

Zeroorunreported 14 27 17 3910 14 127 94 136

$1 under $100000 348 341 854 5239 827 -1268 795 2907

$100000 under $1000000 768 12.116 1.093 33230 1088 12826 1088 40042

$1000000 under $10000000 386 67260 449 72622 448 113257 447 139020

$10000000 or more 31 47233 34 55253 34 48158 34 103843

Grantmaklng-nonoperstlng trusts

Total 1538 126383 2429 168346 2392 173019 2364 284896

Zero or unreported 14 27 17 3910 14 127 94 136

$1 under $100000 348 341 851 5216 823 -1272 795 2907

$100000 under $1000000 760 12080 1081 33016 1076 12438 1076 39787

$1000000 under $10000000 386 67260 447 72528 448 113236 446 138826

$10000000 or more 30 48675 33 53676 33 48747 33 103241

Grantmaklng-operetlng trusts

Total 594 19 1909 19 -173 94 1051
Zero or unreported

$1 under $100000 23

$100000 under $1000000 36 12 215 12 391 92 255
$1000000under$10000000 94 21 195

$10000000 or more 558 1577 -589 601

Footnotes at end of table
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Private Foundations and Charitable Trusts 1989

Table 2.Section 4947a1 Charitable Trusts Treated as Foundations Number and Selected Financial

Data by Type of Organization and Size of Fair Market Value of Total AssetsContinued

figures are estimates based on samples-money amounts are In thousands of dolIarsj

DIsbursements for Contrtbdions gifts and Grant admInistrative

Size of fair market exempt ourposes grants paid expenses

value of total assets Number of Number of Number of

returns Amount returns Amount etum Miount -._ --
--

19 19 20 21

AU CHARITABLE TRUSTS

TotaL ...._..._..._ 2544 155763 2448 143462 1834 5039

Zero or unreported 17 3890 17 3885 14

$1 under $100000 896 4764 854 4537 599 188

$100000 under $1000000 1130 29411 1093 27696 841 965

$1000000 under $10000000 465 64718 449 60408 351 2.064

$10000000 or more 38 52981 34 47127 28 1800

Nonoperating trusts

Total 2519 153023 2429 142.378 1628 4963

Zero or unreported 17 3890 17 3885 14

$1 under$100000 893 4740 851 4515 599 186

$100000under$1000000 1115 29117 1061 27509 837 952

$1000000 under $10000000 460 63568 447 60338 351 2084

$10000000 or more 34 51708 33 46132 27 1741

Operating trusts

Total .... 25 2139 19 1275 71

Zero or unreported

$1 under $100000 23 22

$100000 under $1000080 14 294 12 186 13

$1000080 under $10000000 1149 72

$10000000 or more 1273 995 58

GRANTMAKING CHARITABLE TRUSTS

Total 2448 149634 2448 143652 1801 5011

Zero or unreported 17 3890 17 3885 14

$1 under $100000 854 4758 854 4537 589 183

$100000 under $1000000 1.093 29169 1093 27695 826 957

$1000000 under $10000000 449 62.664 449 60406 350 2.066

$10000000 or more 34 49153 34 47121 28 1800

Gr.ntmaldng.nonopersllng trusts

Total 2429 148150 2420 142316 1802 4940

Zero or unreported 17 3890 97 3885 14

$1 under $100000 851 4734 851 4515 589 183

$100000 under $1000000 1081 28910 1061 21.509 822 945

$1000000 under $10000000 447 62592 447 80336 350 2066

$10000000 or moie 33 47963 33 46132 27 1741

Grantmaldng.operstlng trusts

Total 19 1484 19 1275 71

Zero or unreported

SI under $100000 23 22

$100000under$1000000 12 199 12 186 13

$1000000 under $10000000 72 72

$10000000 or more 1190 995 58

Footnotes at end of table
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Private Foundations and Charitable Trusts 1989

Table 2.Section 4947a1 Charitable Trusts Treated as Foundations Number and Selected Financial

Data by Type of Organization and Size of Fair Market Value of Total AssetsContinued

AS figures are estimates based on samples-money amounts are In thousands of dollarsl

Exdso tax on net Investment kooqns Total assets Investments In securities

Size of fair market Domestic orgasizalions Foreign orgzstions bock value book value

value of total assets Total Number of Number of Nwstir of Number of

retrmta Ameu returns retina Amou retins

22 23 24 25 20 27 28 29 30

AU CHARITABLE TRUSTS

Total -. 4737 2409 4.732 2013 2267350 2282 1732125

Zero or unrepoted 94

$1 under $100000 51 847 51 942 30869 739 23337

$100000 under $1000000 687 1135 687 1155 374843 1043 291791

$1000000 under $10000000 2.551 487 2.548 478 1.090623 465 885374

$10000000 or more 1448 36 1448 38 771015 35 521622

Nonoperating trusts

Total 4689 2464 4685 2572 2190088 2264 1709572

Zero or unreported 14

SI under $100000 51 847 51 938 30855 139 23337

$100000 under $1000000 672 1.104 672 1.125 360754 1031 288552

$l000000under $10000000 2535 484 2530 473 1071875 480 880318

$l0000000or more 1428 34 1428 38 736213 34 517365

Operating trusts

Total ..._ 47 35 47 41 57652 18 12553

Zero or unreported

$1 under $100000 14

$100000 under $1000000 14 30 94 30 14089 12 3239

$1000000 under $10000000 16 16 18748 5057

$10000000 or more 17 17 34802 4.257

GRANTMAKING CHARITABLE TRUSTS

Total 4431 2359 4427 2430 2053305 2173 1614138

Zero or unreported 94 .-

$1 under $100000 49 795 49 854 29601 694 22531

$100000 under $1000000 642 1075 642 1093 349477 1002 283755

$1000000 under $10000000 2418 442 2413 449 1009475 444 832580

$10000000 or more 1320 33 1320 34 665252 33 475.272

Grantmaklng-nonoperatlng trusts

Total 4418 2345 4413 2412 2037065 2160 1806684

Zero or unreported 14

$1 under $100000 49 795 49 851 29587 694 22531

$100000 under $1000000 639 1063 639 1081 347040 992 281898

$1000000 under $10000000 2414 441 2409 447 1.003845 442 831440

$10000000 or more 1314 32 1314 33 656792 32 471015

Grsntmaklng.operstlng trusts

Total 14 14 14 99 16741 13 7453
Zero or unreported

$1 under $100000 14

$100000 under $1000000 12 12 2437 90 2057

$1000000 under$10000000 5830 1139

$10000000 or more 8480 4257

Footnotes at end cItable
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Private Foundations and Charitable Trusts 1989

Table 2.Section 4947a1 Charitable Trusts TrOatod as Foundations Number and Selected Financial

Data by Type of Organization and Size of Fair Market Value of Total AssetsContinued

IAII figures are estimates based on samplesmoney emotsds are Wi thousands cI dolarsj

Total assets Invsebuents In seoritllss Nut MInimum Investment

Size of fair malcet lair madret value fair meilcet value worth return

value of total assets Number of Nwisr ci Nianber at Number @4

rebene Amor ane Amor rebane nor rebm MM --

i31 33 ____ 33

ALl CHARITABLE TRUSTS

To..........__ 2613 2888083 2.211 2576 2253506 2573 134539

Zero or unreported ii iso

$1 under$100000 942 34229 736 28397 907 30823 886 1689

$100000 under $1000000 1155 440615 1043 351295 1155 389350 1153 21109

$1000000 under $10000000 478 1.338228 464 1110143 478 1.088766 478 63061

$10000000 or more 38 1074991 35 745504 38 766657 38 48610

Nonepe.Ung busts

Total...... 2572 2759376 2259 2219089 2531 2191703 2532 132406

Zero or unreported 17 130
$1 under $100000 938 34215 736 26397 903 30809 882 1689

$100000 under $1000000 1125 426226 1031 347796 1.125 359193 1123 20753

$i000000under$10000000 473 1312946 459 1.105199 473 1068.167 473 62806

$10000000 or more 36 985990 34 739677 36 733534 36 47509

Operating busts

Total 41 128688 18 14270 41 61893 41 2183

Zeroorunrepoited

$1 under $100000 14 14 --S

$100000 under $1000000 30 14389 12 3499 30 90157 30 356

$1000000under$10000000 25282 4944 18599 725

$10000000 or more 89001 5827 33123 1102

ORANTMAKINQ CHARITABLE TRUSTS

2430 2599785 2188 2101891 2430 2044484 2427 122492

Zero or unreported 17 130

$1 under $100000 854 88788 690 25423 854 29562 833 1624

$100000 under $1000000 1093 412753 1002 341514 1003 348049 1093 20.134

$1000000 under $10000000 449 1242460 443 1048456 449 1005769 449 59.1 81

$l00000000rmore 34 911734 33 686496 34 661104 34 44424

Grenbiiatdng-noncperatlng
busts

2412 2573386 2155 2092592 2412 2929432 2408 124553

Zero or unreported 17

$1 under$100000 851 32774 690 25423 851 29548 830 1.623

$100000 under $1000000 1001 410037 992 339170 1001 345612 1061 20021

$1000000 under $10000000 447 1.236.642 441 1047328 447 999939 447 59112

$10000000 or more 33 893914 32 680872 33 654322 33 43687

Orantmaldng.operstlng busts

Totai ....___ 19 26389 -13 1299 10 15062 19 139

Zeroorunreported

Si under $100uuu 14 14

$100000 under $1000000 12 2716 10 2344 12 2437 12 112

$1000000 under $10000000 5818 1.126 5830 69

$10000000 or more 17820 5827 6782 757

Footnotes at end citable
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Private Foundations and Charitable Trusts 1989

Table 2.Section 4947a1 Charitable Trusts Treited as Foundations Number and Selected Financial

Data by Type of OrganIzation and Size of Fair Market Value of Total AssetsContInued

All figures are estimates based on samples-money amounts are In thousands of dollarsj

Distributable Qualifying Unsblbuted Income Exoess distributions

Size of fair market amount distributions for 1989 carryover to 1990

vaiue of total assets Number of Number of Number of Number of

returns Amount returns Amourri returns Amount returns Amount

39 40 41 42 43 44 45 46

ALL CHARITABLE TRUSTS

Total 2520 121412 2544 156065 520 18669 2027 184268

Zero or unreported
17 127 97 3887 14 172

$1 under $100000 879 1639 896 4690 159 179 744 14603

$100000 under $1000000 1123 19983 1130 20378 250 2816 873 36988

$1000000 under $10000000 472 59007 465 84956 103 9384 368 62020

$10000000 or more 35 40656 36 53175 6289 28 50487

Nonoperating trusts

Total 2526 121412 2519 153065 520 18609 2027 164268

Zeroorunreported 17 127 17 3887 14 972

$1 under $100000 879 1639 893 4666 159 179 744 14603

$100000 under $1000000 1123 19983 1115 29087 250 2816 873 36986

$1000000 under $10000000 472 59007 460 63807 103 9384 368 62020

$1 0000000 or more 35 40656 34 51618 6289 28 50487

Operating trusts

Total N/A N/A 25 3021 N/A N/A N/A N/A

Zero or unreported N/A N/A N/A N/A N/A N/A

$1 under $100000 N/A N/A 23 N/A N/A N/A N/A

$100000 under $1000000 N/A N/A 94 291 N/A N/A N/A N/A

$1000000 under $10000000 N/A N/A 1.149 N/A N/A N/A N/A

$10000000 or more N/A N/A 1557 N/A N/A N/A N/A

GRANTMAKING CHARITABLE TRUSTS

Total 2408 117184 2448 149816 438 16336 1985 145486

Zero or unreported
17 127 17 3887 14 172

$1 under $100000 830 1578 854 4686 131 148 720 14564

$100000 under $1 .000000 1081 19285 1093 29086 219 2360 862 38741

$1000000 under $10000000 447 56517 449 62772 82 8308 363 54682

$10000000 or more 33 39677 34 49385 5520 27 39327

Grantmaktng-nonoperatlng trusts

Total 2408 117184 2429 148060 438 16336 1965 145486

Zero or unreported 17 127 17 3887 14 172

$1 under $100000 830 1578 851 4663 131 148 720 14564

$l00000under$1000000 1081 19285 1081 28890 219 2360 862 38741

$1000000 under $10000000 447 56517 447 62700 82 8308 363 54682

$l0000000 or more 33 39677 33 47911 5520 27 39327

Grantmaklng-operatlng trusts

Total N/A N/A 19 1765 N/A N/A N/A N/A

Zero or unreported N/A N/A N/A N/A N/A N/A

SI under $100000 N/A N/A 23 N/A N/A N/A N/A

$100000under$l000000 N/A N/A 12 196 N/A N/A N/A N/A

$1000000 under $10000000 N/A N/A 72 N/A N/A N/A N/A

$10000000 or more N/A N/A 1474 N/A N/A N/A N/A

N/A not applicable

Estimate should be used with caution because of the small number of sample retwns on whleft It Is bsed

The data shown In columns 18 and 19 are based on the amount of contributions gifts and grants that tharltable trusts adually disbursed for tharltable purposes for 1989 usIng the cash

receipts and disbursements method of accounting
This

figure dIffers somewhat from that reported sa centributlons gifts and grants paid In the Income statement of Table When

reporting the amount used In the income statement or per the books draftable trusts have the option of using either the cash receipts and disbursements or the aomual method of

aunting This difference in reporting method therefore accounts for the difference In the amount of contributions gifts and grants paid as reported In Tables and

NOTE Detail may not add to totals because of rounding
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Private Foundations and Charitable Trusts 1989

Table 3.All Private Foundations Balance Sheets and Income Statements by Size of Fair Market

Value of Total Assets

Af flgises are estimates based on sample-money arnoxzts axe la thousands di dolwaj

Sze di mailait vakie di total assets

Item Total $1 $100000 $1000000

are tialer aider wider

$100000 $1000000 $10000000

-- --

Number 30773 MS 14382 14799 7049

Total assets book value.. ...... ___ 115282004 18465 415009 49$20$4 15061031
Casfi total 13496.423 M8 240857 1525192 3379093

Non-interest beating amousts 1Z30791 35 64.192 267955 438.837

Savings end terrçoresy cash Investments 12265692 48787 185729 1257237 2940256

Aoounts receivable net 618.639 23.766 89578

Pledges receivable net 130030 27194 26272

Grants receivable 47.069 5516 15028
Receivables due from disqualified persons 118490 3923 5909 45763

Other notes and loans receivable 891924 38 5070 96497 230948

Inventories 83.416 1217 12909 4715

Prepaid expenses and deferred tharges 111387 1.000 945 6728 14980

Investments non-cash total 96814483 5656 198397 3.060828 13389373
Seaiflties 89777246 5656 181817 2767.526 12398927

Land bttildinas and eQuipment fleas aooxnuiefed depredation 2410339 2739 101776 369134

Mortgage loans 449391 3199 60.000 155064
Otherlnvesthents 4117607 6643 131433 466.247

Otiatitabla-purpose land btdinga and equpmord teas

eso.mxilated depredation 2212900 8.711 161778 609.068

Other assets 1678.447 1960 8.132 55745 276212

Total liabilities ................__ 43i199 186004 41005 192480 561353

Net worth ......_ 111842594 -46461 434106 4479614 17519678

Total revenue
............ 10015920 136W7 330390 1272206 4185432

Contributions gifts and grants received 6936.870 135100 276.419 763946 2.125.079

Interest on savings and tarrporaiy cash Investments 1455676 843 17019 124108 321298

Dhidends and interest from securities 5969519 272 13855 820056 864010
Gross rents 208.827 1044 13018 54004

Net gain tess loss from sale of assets 4.738.242 419 10765 128.612 662.770

Gross profit less loss from business adMties 84608 2340 4009 12369

Other Income 548179 230 8889 15545 126899

Total expenses 15134604 160400 343434 685351 2141205

Contributions gifts and grants paid 5481867 156865 925936 701678 1688000

Compensation of officers 217404 456 4009 16213 51349
Other salaries end wages 439676 53 46892 78374

Pension plans and employee benefits 110.998 714 4.060 11.586

Legal fees 67323 586 1907 9415 18448

Accounting tees 53494 375 3499 10297 17619
Other professional fees 304809 111 5564 11253 48250
Interest 52650 926 4216 19761
Taxes 221145 83 1600 13538 42083

Depredation and depletion 108465 849 6732 22994

Occupancy 121.679 189 3.778 14.163 22237

Travel conferences and meetings 58529 50 4669 3452 8140

Printing and publications 32180 86 3.110 1928 5419

Other expenses 487779 670 18327 41575 106944

Excess of revenue less loss over expenses 9182315 -69392 13 396945 2024825

Excca of revarue 10344434 40 66.407 567730 2300422

Loss 1162120 92430 78450 180765 276196

Total assets fair market value ..................... 151994251 466836 5500624 21242040

Cash total 13.464610 249685 1528516 3383919

Non-interest beating ecootaits 1209860 63.947 274118 441780

Savings and tecrçoray cash investments 12224741 185738 1254398 2942139
Aconunts receivable net 035060 4086 92.626 99955

Pledges receivable net 130151 27194 25344
Grants receivable 47.060 5516 15028
Receivables due from disqualified persor 192348 2672 5909 54941

Other notes and loans receivable 952477 5070 95910 007
Inventories 84253 181 13.887 4720

Prepaid expenses arid deferred diargea 152162 937 7261 14949

Investments non-cash total 130420912 173.772 3547169 16255286
Securities 121300974 180407 3397334 15067879

Land buildings end equlprrient lass mAated depredation 3926273 2456 123002 510337

Mortgage loans 458601 1.151 60085 160339
Other bwstna.a 5271974 7752 156740 507731

Charitable-purpose land buldlngs and equipment less

aCXsETUIated depredation 2856 9254 176049 800900
Other assets 2217 9530 67609 357991

Total
begInnIng-cf-year assets book value 106863615 29031 498440 4406854 15112783

Investments In securities beginning of year bode value..... 31154570 14265 282400 2515179 10971214

Footnotesatandof table
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Private Foundations and Charitable Trusts 1989

Table 3.All Private Foundations Balance Sheets and Income Statements by Size of Fair Market

Value of Total AssetsContinued
IAl figursa ass estlrnatse baud on sample-money .rnounta irs in thousende of dolssJ

Size of market v.kte of total ass.ta-Contktu.d

Item $10000000 $25000000 $50000000 $100000000

tuider wtdsr under or

$25000000 $50000000 $100000000 more

Number of eturns.............. 612 326 196 169

Total assets book vslue 11160413 9866066 11275587 60006437

Cash total 1.461.366 1127.027 1176664 4528402

Nonlnterest bluing accounts 129602 113659 43606 172869

Savings dtamporary cash investments 1331564 1013468 l133058 4355533

Accounts receivable net 38.638 42065 30707 388919

Pledges receivable net 11965 53323 11366 520

Grants receivable 17392 6466 2.658

Receivables due from disqualified persons 3624 39041 20559 570

Other notes and loans receivable 106714 124825 71327 255605

Inventories 9506 43647 8080 3312

Prepald expenses and deferred charges 28260 5497 4918 44058

Investments non-cash total 9524751 7849777 9482807 53306294

SecurIties 8855288 7425401 8909752 49232899

Land buildings and equipment less accumulated depreciation 148496 187538 163394 1439262

Mortgage loins 59990 44061 50311 75883

Other Investments 462997 192777 359351 2558250

Charftable-putpose land buildings and equipment less

accumulated depredation 326499 253117 309378 544442

Other assets 121706 123260 159781 931658

Total 11.1 fIllies. ....................._________ 256234 461160 234159 2684703

Net worth ........................._......... 11302169 .9187306 11061427 57421734

Total revenue 2240161 1676006 1321967 6278159

Contributions gifts and grants received 027043 612788 434364 1662130

Interest on savings end temporary cash investments 183638 138579 138758 531373

Dividends and Interest tromsecurlties 601816 479026 600991 3189493

Gross rents 21912 25792 8302 79755

Net gain less loss from isle of assets 418521 343714 571.892 2602386

Gross profit tees loss from business adlvltles 18368 11.088 14352 2075

Other income 69381 66010 53298 205946

Total expenses.................... 1162517 934125 679003 4208649

ContrIbutions gifts and grants paid 028758 712889 859842 3348118

Compensation of officers 29106 23751 23521 69909

Other salaries and wages 46038 42671 41597 156.093

Pension plans and employee benefits 9156 9252 10238 65991

Legal lees 5914 5443 8388 19279

counting tees 6414 4650 4288 8343

Other professional tees 33610 27272 31700 147043

Interest 2996 14522 1859 9006

Taxes 27093 18801 21925 96023

Depreciation and depletion 17863 14657 12992 27377

Occupancy 12290 10.914 9736 48389

Travel conterences and meetings 4830 2721 4503 30163

Printing and publications 3196 1300 13500

Other expenses 55253 45300 48575 171134

Excess .f revenue less lose over expenses ..._.._ 1051143 742.671 942054 4064510

Excess of revenue 1t86 847613 989.107 4496969

Loss 109906 104742 47963 340549

Total assets fair market value.........................................._............ 14066317 11554.315 13615696 65239432

Cash total 1484713 1128820 1174738 4.534.221

Non.lnterest bearing accounts 127744 113058 42953 176269

Savings and temporary
cash investments 1338968 1015762 1131783 4357952

Accounts receIvable 42213 49.425 388.915

Pledges receivable net 11955 53323 11814 520

Grants receivable 17392 6486 2658

Receivables due from disqualified persona 4654 39041 20559 570

Other notes and loans receivable 107385 120352 71.295 323478

Inventories 43647 6.080 3553

Prepald expenses and deferred charges 14524 5542 4702 104248

Investments rton.cssh total 11818889 9626317 11785351 77214149

Securities 11029294 8997526 10931.558 71999978

Land buildings and equipment less accumulated depredation 211280 333132 318579 1797487

Mortgage loans 54512 44076 50280 77233
Other Investments 523783 251583 484935 3339450

Charitable-purpose land buildIngs and equIpment less

accumulated depreciation 457306 354461 333533 722519
Other assets 137822 132919 172735 1944602

Total begInnIng-of-year assets book value 10j506034 6840285 10.204143 65159307

Investments In seounitles begInnIng of
year book velu 7860576 6506.320 6106914 44085871

Estimate should be used with caution because of the small number 01 sample returns on width It Is based

NOTE Detail may not add to totals because of rounding
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Private Foundations and Charitable Trusts 1989

Table 4.All Internal Revenue Code Section 4947a1 Charitable Trusts Treated as Foundations

Balance Sheets and Income Statements by SiZe of Fair Market Value of Total-Assets

All flgwes are estimates based on sane-money wncrt era ci

__________ Sbomerlertvadtotaiassab __________
Item Total Assets $1 $100000 $1000000

alder raider raider

_________
wweçoitad $100500 $1000000 810000.000

1- ______ --

_J4inter.s..... 2OW----21 1156 478

--

Total siesta book vuIue 2287350 35069 374.443 1090633

CasMotal 270280 4877 45071 128106

Non-Interest bearing esocuita 31106 1451 7284 18380

Savings and tenorary cash lwestments 239096 3.523 38.778 105728

tsds receivable net 6607 5.630 949

Pledges receivable net 18 58
Grants receivable

Receivables due from disqualified parsons 175 10 78

Other notes and loens receivable 1.507 3179

Inventories .11 128

Prepaid expenses
end deferred tharges 240 14 .45

Investments non.ossh total i9o6.eio 937
Seaaltles 1729125 23.397 291791 885374

Land butcings arde metleeaaosmAated depreciation 19675 8106 7097

Mortgage loans 15517 16 1884 6839

Other Investments 147301 M10 10000 38634

Charitebprspose lend buildings and eqripmerd less

nnutated depreciation 31467 5318 12261

Other assets 35244 1662 5848 8041

Total lIabilities ...._.. 12754 46 5489 3867

Nat wortK .. ___. 2253588 3O 369350 1065766

Total revenue............... .......................______..._ 405571 17B3 4289 56688 205282

Contributions gifts and Wants received 88264 1071 8443 49800

Interest on savings and terrçoraiy cash Irv.stmen2s 28589 12 843 4388 12489

Dtedends and Irdaatfromeeorzftles 127828 112 1739 29584 65215

Gross rents 5464 16 1510 2628

Net gain less loss from sale ci assets 132069 17 381 12915 70321

GsprofflQssfmmbusfrrassaliv1tles MO 30 44

Other Income 21518 407 6838 4763

Total 184191 3910 5631 38247 75033

Contributions gifts end Wants paid 143547 3885 4.869 27113 60654

ConensatlonclclfIcers 13894 21 396 3350 6565

Other salaries and wages 3328 3705- 440

Pwloyeobeneffts 818 799 52

1483 19 312

Acooraiting fees 128 614

Other professional fees 3078 53 1004 714

Interest 427 30 89 166

Taxes 5886 46 894 2113

Depreciallcnairddaetlon 847 463

Occupancy 30 936 337

Travel conferences end meetings 334 10 43

Printingandpublrcetions 153 11 129 15

Other expenses 9317 47 1917 2632

Excess ci rovors loss ices over espanses 290.360 .121 17436 125588

Excess ci revenue 235296 1052 21668 133115

Loss 14915 131 2381 4291 4517

Total assets fair nwkst value ..._ 2065063 349 445815 1338
Cash total 270264 5047 45094 128077

Non-interest beeilnguita 31124 1520 7253 15370

Savings and terrqoreiycesh Investments 289140 3527 38.841 109707

Acxounts receivable net 1889 800

Pledgesrecelvable net 58 58

Grants receivable

Reos sduehomdisquallfted persons 198 17 423 18

Other notes and loens receivable 5670 383 1597 3177

Inventories 18172 126

PrepaidexpensesenddelerTeddwges 1506 19 14 1387

Investments non.casli total 2456900 28806 372472 1179753

Sacralties 28397 361296 1110143

Land buildings arid equipment lass ecwrs4eted depredation 47881 8.319 490
Mortgage loans 16214 16 1861 6681

Other Investments 158488 190 10997 44436

Charitebleprapose la butdings and equipment lass

imulatad depredation 47108 7681 15679

Other assets 82075 1872 6384 9.219

Total baghwshg.of-yser
asset bock vatus........ 2891071 175 31133 365124 945466

lnvesth In securities bugirasing of yser bock value 1537639 160 fl 273600 149063

Footnotes at end ci table



Private Foundations and Charitable Trusts 1989

Table 4.All Internal Revenue Code Section 4947aiCharitable Trusts Treated as Foundations
Balance Sheets and Income Statements by Size of Fair Market Value of Total AssetsContinued
All figures are estimates based on samplemoney amounts are to thousindaof doWel

_____________ Size of fli meslc.t veins of total assets-Continued

Item 810.000000 825.000000 850.000000 $100000000

render render under or

$25000000 $50000000 $100000000 more

Number 01 ma............................................................. 28

Total assets book value.............._....._................................. 113287 108814 235400 105.704

Cash total 38877 10248 19533 23389

Non-interest bearing accounts 2923 1056

Savings and temporary cash Investments 35954 10.244 18477 22389

Accounts receivable net 27

Pledges receivable net

Grants receivable

Receivables due from disqualified persons

Other notes and loans receivable 481 25

Inventories 11540

Prepaid expenses
and deferred charges 133

Investments non-cash total 247996 98365 200486 87315

Securities 218545 95144 122937 54395

Land buildings and equipment less accumulated depredation 3.558 2.621 324

Mortgage loans 5383 2596
Other investments 20510 77549

Charitable-purpose land buildings and equIpment less

accumulated depredation 13853 32

Other assets 383 19319

Total lIabIlities 2.757 74 308 1219

Net worth ......_ .._._......._.........._._ 310540 108540 239.092 108485

Total revenue ........................... 57874 15096 28085 34520

Contributions gills and grants received 21813 1460 35

Interest on savings and temporary cash investments 3.474 336 6166 2104

Dividends and Interest from securities 17143 8262 8892 4888

Gross rents 1311 920 40

Nel gain less loss from sale of assets 8907 4112 8713 27454

Gross profit lass loss from business activities -26

Other income 5225 4280

Total expenses 27846 10847 13637 7743

Contributionsgiltsandgrantspald 19334 9215 11540 8946

Compensafionolotficers 2192 128 334 310

Other salaries and wages 91 37 54

Pension plans and employee benefits 14

Legal fees 249 11 64

Accounting less 185 19 53

Other professional fees 458 128 700 22

Interest 21 122

Taxes 838 123 532 313

Depredation
and

depletion 77 24 14

Occupancy 90 66

Travei conferences and meetings 58 70

Printing and publications

Other expenses 3940 554 209 18

Excess of revenue lees loss over expenses 30.328 4.251 14447 26777

Excess of revenue 32018 6227 14447 26.771

Loss 1690 1976

Total assets faIr market value 404962 148399 401 .111 120499

Cash total 38871 10246 19533 22389

Non-Interest bearing accounts 2923 1056

Savings and temporary cash Investments 35954 10244 18471 22389

Accounts receivable net 27

Pledges receivable net

Grants receivable .-

Receivables due trom disqualifIed persona

Other notes and loans receivable 487 25

inventories 18044

Prepaid expenses
and deterred

charges 139

Investments non-cash total 323250 138150 317359 98110

Securities 284388 130135 236195 94787

Land buildings and equipment less accumulated depredation 12327 8015 727

Mortgage loans 5061 2598

Other investments 21477 81163

Charitable-purpose land buildings and equIpment tess

accumulated depredation 23114 32

Other assets 443 64158

TotsI beglnnlng.of-ye.r easels book vslue 281515 99482 224608 79571

Investments In securIties begInnIng of year book value 215.212 69798 115525 71263

Estmate should be used with caution because of th small number of sample rstums on wIdth III based

NOTE Detail may fbI add to totals because of rounding
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Private Foundations and CharitableTrusts

Highiightsof 1990 Data

by Alicia Meckstroth

rivate foundations rely on strong and stable en- private sources file the Form 990 Return of Organi

dowment to allow them to consistently fund zation Exempt from Income Tax Section 4947a2
charitable activities After experiencing strong year split-interest trusts which have both charitable and

for 1989 in terms of growth in both assets and revenues noncharitable beneficiaries file the Form 5227 Split

foundationsrealized asmall-decrease-intotaI-revenue-and-a-- -Interest Trust information RetuThlätttwö

relatively small increase in total assets for 1990 Total varieties of trusts are not covered in these data

foundation revenues fell by percent to $19.5 billion The 2600 section 4947al charitable trusts experi

representing the third time in four years that revenues have enced greater losses for 1990 than did private foundations

declined The decreasing revenues resulted largely from Total revenues sharply declined by 33 percent to $270.0

17-percent decline in net gains from sales of assets and 2- million while assets declined by percent to $2.8 billion

percent decline in the amount of contributions received Large decreases in both contributions received by trusts and

While total foundation assets grew by percent to $164.8 net gains from sales of assets 55 percent and 70 percent

billion the increase represented less than half that of the respectively largely explain the abrupt drop in total rev.

previous year Investments in securities representing 77 enues Likewise the decrease in assets can be explained in

percent of total assets equaled $126.2 billion large part by the 16-percent decline in investments in

Tax
year

1990 represents the first year since 1979 for securities which represent 68 percent of total assets

which the Internal Revenue Service has collected informa- These trusts held mix of investments in securities which

tion on specific types of investments in securities Holdings was comparable to that held by the foundations although

of corporate stock represented the largest portion of total they held somewhat smaller proportion of corporate stock

foundation securities 63 percent followed by investments in and larger proportion of corporate
bonds Holdings of

U.S and state government obligations 26 percent and corporate stock represented the largest portion of securities

corporate bonds 11 percent Total investments in securities 59 percent followed by investments in U.S and state

increased by only percent from 1989 translating into government obligations 24 percent and corporate bonds 17

slight decline in real tenns Not surprisingly foundations percent When compared to foundations trusts had slightly

realized rates of total return on assets which were notably lower charitable payout rates but earned higher median

lower than the two previous years For instance the small- rate of total return for 1990 However despite declines in

eat foundations those holding less than $1 million realized revenues assets and rates of total return the trusts increased

real rate of return of 2.1 percent while the largest founds- the amount of charitable grants which they distributed by

tions those holding $100 million or more in assets realized percent to $143.7 million

only 1.3 percent As in the past private foundations in-

creased charitable giving at similar rate Contributions and SummaryStatistics

grants paid by foundations increased by 10 percent over Tables and provide surnrnaiy
statistics for 1990 for both

1989 to $8.9 billion Likewise foundation payout rates private foundations and the 4947al charitable trusts

remained relatively constant ranging from 10.6 percent for The data are separated to show the different sizes of

the smallest to 5.0 percent for the largest foundations foundations and trusts grouped by fair market value of

total assets More extensive data and analyses will be

Charitable Trusts included in the upcoming article Private Foundations and

Beginning with 1989 data Statistics of Income again began Charitable Trusts 1990 The article will be included in the

collecting data on the charitable trusts included under Winter 1993-1994 edition of the SQl Bulletin

Internal Revenue Code section 4947al These trusts

have exclusively charitable interests and like foundations Notes and References

ifie the Form 990-PF Return of Private Foundation or The term payout rate refers to the amount of

Section 4947a Charitable Trust Treated as Private foundations charitable distributions plus or minus

Foundation They represent only percent of all Form certain allowable adjustments divided by its net

990-PF filers Other 4947al charitable trusts which investment assets Since 1982 the annual payout

receive the majority of their support from public rather than
requirement has been set at 5.0 percent
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Private Foundations 1990

Table 1.All Private Foundations Balance Sheets and income Statements by Size of Fair Market Value

of Total Assets

All figures are estimates based on sample-money amounts are in thousarth of dollarsj

___________ Size of fair market ue of total assets ____________
Item Total Assets $1 $100000 $1000000

zero or under under under

______________________________________________________ ______________
unrepoited $100000 $1000000 $10000000

Numbsrof returns ...... ..._ 40166 1291 14611 15010 1511

Total easels book value.... ... 121971967 23063 481282 5109851 20125109

Cashtotaf 15176223 14891 231659 1.602282 3787265

Non-interest bearrng accounts 1325540 113 65940 297071 405921

Savings and temporary cash investments 13850683 14778 165719 1305211 3381344

Accounts receivable net 379488 2371 15926 66159

Pledgesreceivablenet 167725 1064 25722 49562

Grants receivable 71789 722 .171 11525
Receivables due from disqualified persons 24378 848 3469 13046
Chernotesandloansreceivable 1028611 6875 122877 254600

Inventories 18644 1.771 1648 5251

Prepaid expenses and deferred charges 83.194 607 3953 7254

Investments non-cash total 106810278 210451 3006210 14.955272

Securities totaL 93600981 177347 2494940 13046605

U.S and State Government oblabons 30892825 38601 765922 4951870

Corporate stock 48531018 112914 1222036 5887434

Corporate bonds 14177138 27832 506982 2207300

land buildings and equipment less accumulated depreciation 2572967 2902 79254 394525

Mortgage loans 647526 4214 65258 195445

Otheriiwestments 9988804 25.988 366758 1318697

Charitable-purpose land buildings and equipment less

accumulated depreciation 2358072 8106 9546 193.940 61 0.872

Other assets 1853600 61 15.367 133451 364901

Total llabfiffles. ... 4798525 10614 41205 130613 648544

Nst worth ......... 123173442 12460 440078 4979238 19576565

._ 19621182 111852 353535 1194749 3855152

Contributions gifts and grants received 6814071 99540 304231 773753 2055219

Interest on savings and temporary
cash investments 1.548.381 2046 15.781 116.103 352.451

Dividends and interestfrom secuflties 8396693 8242 13878 214278 937929

Gross rents 218833 1.643 1166 13791 46733

Net gain less loss from select assets 3949855 465 1851 53751 300895

Gross proitt less loss from business activities 68977 1315 675 38770

Other income 526388 -85 15312 22.396 135154

Toal.xpsness.._......._...__. ... 11715111 158214 381295 906975 2369756

Ccntiibutionsgittsandgrantspaid 9.082738 148890 318315 709041 1705741

Compensation of officers 244357 102 4.702 18510 57887

Other salaries and wages 479978 1.285 11231 47.023 105.563

Penslonplansandemployeebenetits 126545 742 3989 11.389

Legal tees 72665 827 2.102 12395 17.233

Accounting fees 59788 982 3713 10.976 20323

Other professional fees 323728 861 3653 13293 62.265

Interest 57658 2263 459 5386 20771

Taxes 221228 344 2047 15342 46855

Depreciation and depletion 133122 411 1.226 6.910 22.623

Occi.pancy 138256 326 3224 13665 26317

Travel conferences and meetings 66852 67 6068 4.698 8157

PflntingandpIications 35098 34 3028 3352 4659

Oth.rexpenses 693097 1823 20784 42414 269982

Excess ci rsv.nu less foes over expenses 7805070 -46362 -27761 287773 1495355

Excessof revenue 9451344 2.166 56742 456289 1.893.657

Loss -1645274 -48528 -84503 -168516 -398271

Total saute faIr market value 184528987 470450 5567535 22969710

Cash total 15180092 230003 1601797 3.791013

Non-interestbeanngaccounts 1323028 84966 296821 406870

Savings and temporary cash investments 13857064 165037 1304.976 3384143

Accounts receivable net 387200 2169 15764 68731

Pledgesroceivabenet 171129 1.084 25722 52.968

Grants receivable 73548 722 .171 11525
Receivables due from disqualified persona 24301 848 3.469 13.046

Qhernotesandloansreceivable 1055594 6875 122198 232122

Inventories 21542 1383 1908 5251

Prepaid expenses and deterred charges 108873 622 3.898 7.121

Investments non-cash total 142349051 201050 3415234 17543926

Securities totaL 126199220 186491 2873394 15430825

U.S and State Government obligations 32480715 37859 799947 5.078064

Corporstestock 79328717 100836 1572982 8110469

Corporate bonds 14.389787 27796 500465 2242291

Lend buildings and equipment less accumulated depreciation............ 3.513986 4031 91.825 545046

Mortgage loans 655090 4214 85263 204981

Otherinvestments 11980755 26313 384752 1363074

Charitable-purpose lend buildings and equipment less

accumulated depreciation 3024859 9611 220557 780822

Otherassets 2432795 16103 158818 483186

Total begInnIng-cl-year assets book value 119586132 242701 589966 4802200 18424099

Investments In securIties begInnIng of year book 86890539 140107 190750 2301387 11835258

U.S and State Government obligations 28187944 75265 51025 693318 4288563

Corporate stock 45608024 51326 111613 1127580 5593414

Corporate bonds 13094571 13517 28.112 486489 1953282
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Private Foundations 1990

Table 1.All Private Foundations Balance Sheets and Income Statements by Size of Fair Market Value

of Total AssetsContinued
All figures are estimates based one samplemoney amounts ci in thousands of doHarsJ

________________
Size of fair market value tal assetsContinued

_________________
item $10000000 $25000000 $50000000 $100000000

under under under or

$25000000 $50000000 $100000000 more

Numbirof return.. ...... 1006 337 202 194

Total asset bookvalu... ........__..- 13072032 10061329 12l58466_ -- --86940234

-CashtctaL 1761J76 1177623 1103041 5497685

Non-interest bearing accounts 203196 112444 65509 175348

Savings and temporary cash investments 1558580 1085119 1037532 5.322339

Accounts receivable net 49428 44899 29001 171685

Pledges receivable net 8975 80458 1274 670

Grants receivable 9912 3078 31527 14835

Receivables due from disqualified persona 128 39 6.088 760

Other notes and loans receivable 128844 131165 68510 295740

inventories 3914 369 1149 -4341

Prepaid expenses and deferred charges 6164 16947 29197 22067

Investments non-cash total 10375007 8298386 10350202 59614751

Securities total 9218764 7501415 9354951 51806959

U.S and State Government obligations 3269863 2865553 3048542 15954474

Coiporate stock 4135990 3181954 4585110 29405580

Corporate bonds 1812911 1453909 1.721299 6446.905

Land burldmgs and equIpment less ccumuluted depreciation 175169 194838 202258 1524002

Mortgage loans 79324 64521 80264 159500

Clrerinvestments 902730 537611 712729 6124290

Ctraritablepuipoae land buildings and equpment less

accumulated depreciation 477461 195.101 315022 548023

Other assets 250423 113265 206455 769676

Total liabilities .... .295204 399060 354656 3018329

..._ 12716627 9662268 11803910 63921005

Total rv.nu..................... 2380854 1549202 1431488 8634351

Contrbutlons gifts and grants received 1127132 608582 382738 1482.877

Interest on savings end temporary cash investments 197711 139.078 143646 581547

Dividends end interest from securities 840613 514077 613280 3454396

Gross rents 15.615 27089 13976 96820

Net gain less loss from sale of assets 271.360 197016 238428 2886090

Gross profit less Ices from business activities 15178 8680 3090 3286

Otherincome 113246 54679 36330 149356

1382056 1001028 092894 4522083

Contrbutions gifts and grants paid 1090038 781029 772101 3537581

Compensatronof officers 34818 25623 24793 .77921

Olhersalsflea and wages 51101 41793 39719 182281

Pensioli plans end employee benefits 8903 10013 10774 80737

Legal less 6797 5.674 7297 20341

Accounting fees 7303 4652 5083 6776

Other professional tees 34.251 26275 30.395 162.734

Interest 6.749 9556 3.188 9304

Taxes 28648 21870 19.124 86.998

Depreciation and depletion 17019 18190 10781 55962

Occiçancy 18040 10600 11988 54096

Travel conferences and meetings 4057 3412 4837 35555

Printing and publications 2772 1358 4.168 15731

Other expenses 71559 41781 48669 196085

Excess of revenue I.. ices over .xpenaes .. 998798 547318 438593 4112268

Excess of revenue 1190217 694903 607904 4549467

Loss -191420 -147.527 -169311 -437199

Total eeets fair marirat vaiue........... .. 15555482 11874489 14073237 94318083

Ceshtotal 1763837 1175105 1103664 5514672

Non-interest bearing accounts 203790 108855 66515 175211

Savings and temporary cash investments 1.560.047 1086.251 1.037149 5339462

Accounts receivable net 53406 44899 29310 172922

Pledges receivable net 8.975 80458 1274 670

Grants receivable 9.912 4854 31527 14835

Receivables due from disqualified persons 53 39 6088 760

Other notes and loans receivable 128884 127765 80288 357463

Inventories 3919 389 1.149 7567

Pispaid expenses and deferred charges 6175 17358 26.116 47583

Investments non-cash total 12704833 9968063 12206.077 86309868

Securities total 11.378244 8888403 10929211 78534652

U.S and State Government obligations 3405720 2983803 3200684 16974638

Corporate stock 6074.254 4439704 6043193 52.987279

Corporate bonds 1.898.271 1462895 1.685.334 6.572735

Land buildings and equipment less accumulated depreciation 237834 378157 336785 1920508

Mortgage loans 71988 64579 80292 163775

Otherinveslmenta 1018969 638924 859790 7690932

Charitable-purpose land buildings and equpment less

accumulated depreciation 605049 327595 326028 755.196

Otheresseta 270439 127954 351718 1136547

Total b.glnning.cl-ysar
esseti book value 11941506 9492715 11581628 62535316

investment in ..curlties bsginnlng of year book veus................. 8488672 6974751 8796349 48157264

U.S and State Government obligations 2894662 2459938 2899491 14.825684

Corporate stock 3837048 3098750 4290308 V.499986

Corporate
bonds 1.756.962 1418065 1606550 5831594

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

NOTE Detail may not add to totals because of rounding



Private Foundations 1990

Table 2.All 4947a1 Charitable Trusts Treated as Foundations Balance Sheets and Income Statements

by Size of Fair Market Value of Total Assets

figures are estimates based on samplemoney amounts are in thousands of dollars

________ Size of fair market value of total assets _________
Item Total Asaete SI $100000 $500000 $1000000 $10000000

Zero or under under under under or

__________________________________ _______ unreported $100000 $500000 $1000000 $10000000 more

Numborof returns.. ............. 2817 26 938 870 379 357 46

Totaleuetsbookvalue ........ 2188138 35517 181239 220553 821006 940421

Cash totaL 295505 6554 28821 27856 94152 138122

Non-interest bearing accounts 39404 2139 4898 2688 10779 18900

Sevingsandtemporarycashinvestmenta 256.101 4416 23923 25168 83.373 119222

Accountsreceivablenet 11613 102 7207 374 3932

Pledges receivable net 42 42

Grants receivable

Receivables due from disqualified persona 1221 1221

Other notes and loans receivable 32775 372 1694 64 6607 24037

Inventories

Prepaidexperrsesanddeterredcharges 1408 225 1065 115

Investments non-cash total 1118660 24903 121678 161890 669496 740693

Secuntiestotal 1422.025 17442 96920 130863 557772 619028

U.S and State Government obligations 424529 5.744 28.480 43420 180879 166005

Corporatestock 687618 8517 45435 65989 256758 310919

Corporatebonds 309819 3181 23006 21453 120135 142104

Lend buildings and equipment less accumulated depreciation 25869 51 2969 2311 14022 6509

Mortgageloana 11124 15 591 829 6561 3136

Otherinveatmenta 259643 7389 21197 27888 91151 112019

Chariteblepuipose land buildings and equipment less

accumulated depreciation 28770 1.709 3055 7983 16043

Otherasseta 108741 3886 21232 19035 41308 17479

Total llabllftles ..............._ 10510 55 337 5662 2773 1683

Net worth 2188227 36462 180002 214891 818234 938737

Total revenue ............ _... ................._ 269735 1270 5183 23440 38176 88753 112914

Contributionsgiltsandgrantareceived 38812 116 1878 6231 10664 10107 9211

lnterestonsavingsandtemporarycaahunvesbTwnts 23839 136 500 1987 2039 8998 10179

Dividendsandinterestfromsecurities 120035 231 1958 10572 13010 46224 48039

Gross rents 8661 121 57 542 710 3582 3650

Netgainlesslosstromsaleofasaets 39462 470 3406 3883 16050 15648

Gross profit less loss from business activities 14819 14879

Otherincome 23988 319 702 7871 3793 11303

Total expenses ......... 102236 2706 4962 17633 28012 65707 73217

Contributions gifts and grants paid 153025 2495 4115 14348 18813 53941 59312

Compensation of officers 13837 63 439 1767 2739 5145 3683

Othersalariesandwagea 2509 Ii 1955 325 216

Pensionplansandemployeebeneflts 752 112 20 19

Legalfees 1776 35 36 197 73 825 610

Accounting fees 1.502 133 237 283 459 389

Otherprofessionalfees 3637 43 261 879 952 1501

Interest 531 82 184 258

Taxes 5052 105 90 514 593 1934 1816

Depreciation end depletion 944 34 331 440 137

Occupancy 591 131 255 199

Travel conferences and meetings 371 101 43 227

Pnntingandptdlications
136 11 89 12 15

Otherexpenses 7.574 79 251 1231 1171 4837

Excess of revenue less loss er .xp.ns.s.. 77409 -1408 220 5808 10165 23046 39606

Excessotrevenue 106760 212 1.081 9740 15561 28767 51399

Loss -29.261 1548 -861 .3933 5397 5720 -11703

Total assets faIr market value ........_ ..._......_ 2772383 39283 211936 263647 1009619 1247898

Cash total 295552 6531 29061 27734 94201 138025

Non-interestbeanngaccounta 39774 2108 5303 2688 10776 18900

Savingsandternporsrycaahinvestmenta 255778 4424 23758 25.046 83425 119125

Accountareceivablenet 11516 84 1275 225 3932

Pledges receivable net 42 42

Grants receivable

Receivables due from diaqualfied persons 1409 1409
Othernotesandloansreceivable 32721 312 1694 64 6559 24037

Inventofles 281 281

Prepaid expanses and deferred charges 1474 225 1130 115

Investments non-cash total 2219880 21837 147235 191414 849728 1003666

Secunties total 1876538 19355 118256 156413 715615 866899

U.5.andStateGovemmentobligabons 449006 6.162 30255 43313 195918 173357

Corporate stock 1101.441 9963 83333 89439 392477 546329

Corporate bonds 326.091 3331 24667 23661 127221 147212

Land buildings and equipment less accumulated depreciation 52567 181 4191 3336 23397 21462

Mortgage loans 10804 15 591 829 6552 2816

Ctherinvestments 279912 8286 24197 30836 104164 112489

Charitable-purpose land buildings and equipment less

accumulateddepreciation
47.254 1.451 5116 11826 28861

other assets 162248 4541 32407 30410 45627 49263

Total begInning-of-year assets book value ......_..._. .. 2114412 10205 35077 176357 208331 779678 904765

Investments In securities beginning of
year book value 1349107 1313 16501 91502 128034 521277 591109

U.S andStsteGovemmentoblugations 391794 588 5555 30.199 42.128 167697 145648

Corporate stock 674689 806 7843 39491 65810 240991 319747

02
283314 __________ 3103 21812 20097 112588 125715

Estimate should be used with caution because of the small number of sample returns on which It Is based

NOTE Detail may not add to totals because of rounding



Charitable Bequests

tatistics of Income SOT periodically collects data 980s charitable bequests as percentage of gross estate

and publishes statistical analyses of estate tax remamed in the range of percent

returns The Form 706 Estate Tax Return provides This section highlights an article published in Trusts and

information on charitable bequests portfolio composition Estates which examines social and economic factors that

diierdataondecedentand theitbeneficiaries.-Since-- -affectcharitable-giving particularly thosefactrs that ma5r

information on the relationship between giving and wealth is influence an individuals decision to make charitable

available from these tax returns these data are invaluable bequest Data on charitable bequests are also published

Wealth tax rates age and marital status are thought to be periodically in the SQl Bulletin Additional data and analy

important indicators of giving at death In addition to ses on charitable giving appear in the Compendium of

providing statistics on the annual filings of estate tax returns Estate and Wealth Studies which includes estate and wealth

SOT captures data over period of at least three reporting data from the past two decades

years in order to examine decedents dying in single year By

collecting data for complete death cohort these year-of- Notes and References

death files provide unique opportunity to examine the Joullaian Charitable Bequests and Estate Taxes

characteristics and bequest behavior of decedents without National Tax Journal 1991 and Johnson and

distortions from differences in the tax law and the economic Rosenfeld Examining the Factors that Affect

environment Based on data from these samples during the Charitable Giving Trusts and Estates August 1991
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CHARITABLE GIVING

Examining The Factors That

Affect Charitable Giving

variety of economic social and psychological factors must be

taken into account when determining who will give and how much

By BARRY JOHNSON
JEFFREY ROSENFELD

Internal Revenue Service

Washington DC

nalysis of Federal Estate Tax $3 billion or about 72 percent of the tics of Income Division SOl SOl

Returns Forms 706 filed for charitable bequests made by top samples estate tax returns annually in

1986 decedents shows the inter- wealthholders The majority of the re- order to evaluate the effects of tax pol

play of social and economic factors on decedents made bequests of less icy and to provide annual estimates of

bequest decisions Data from 706 re- than $250000 Even so the sum of the financial characteristics of estate tax

turns show that marital status gender these small bequests was over $200 filers Currently an estate tax return

and social class are important predic million It is no wonder that organiza- must be filed within nine months of

tors of charitable giving These factors tions expend considerable fund raising decedents death six month extension

coupled with individual values and be- effort to garner bequests See Exhibit is available beyond that Thus returns

liefs predispose person to make for particular year of death may be

charitable bequest Tax incentives can filed over period of several years This

also affect the amount given as well as 1986 Decodents article presents data from returns filed

the timing and form of such bequests The bequest data examined in this ar- in 1986-1988 focusing on 1986 as the

Total giving to charities in 1986 was tide were gathered by the IRSs Statis- year of death federal estate tax re

nearly $92 billion or about percent of

the Gross National Product AAFRC -4 .. ..
1987 Giving USA Estimates of Phil EXI lilT-i

anthropic Giving in 1986 and the Trends

They Show The majority of these gifts
1986 Dscsi.. churitaM squ..ts by Six of U.qu.st

were given by individuals both directly jj .- si.moh amjni in and of doIIs

82.2 percent and through bequests 6.7
_________

percent Total bequests to charities Ii
________

amounted to $6.2 billion in 1986 These Sixo Of Usquset .. NuNØsr Psismit Amount Psucsat

bequests can have significant impact Total 8990 100.0% $4146944 100.0%

on recipient organizations Under $250000 6.491 72.1 4J7 147 50

As group these top wealthhold $250 000 Under $500000 645 235 994

ers gave $4.1 billion and accounted $500000 i.$O00.0OO. 1.1.6 723519 17.4

for about 71 percent of all such be- $th.k $10000000 i778 1680865 40.6

quests made by decedents Giving $10 000 000 or More 1299 418 31

USA 1987 Nine percent of the estate
o1 IàIrflI with nsf vith of

tax decedents made gifts of $1 million

204 or more These large gifts totaled nearly
..4 .5 i.
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EXHIBIT

oiiests Us Percntage oT Net Worth By Sex and Size of Net Worth 1986

figures ore estimotes based on samplesmoney amounts ore in thousands of dollars

All Decedents Male Doc.d.nts Female Decedents

Size of Net Worth Amount Percent Amount Percent Amount Percent

Total $4146944 24.3% $2159824 24.5% $1987120 24.1%

$500000 Under $1000000 704496 20.1 220774 16.3 483722 22.5

$1000000 Under $2500000 883421 22.0 342501 18.9 540920 24.6

$2500000 Under $5000000 577015 22.6 267651 21.2 309365 24.0

$5000000 or More 1982012 28.5 1328898 30.4 653114 25.1

includes all U.S estate tax decedent making charitable bequests with net worth of $500000 or mare

turn was required for all 1986 decedents value was $100 and the maximum well worth does not substantially influence

with at least $500000 in total gross es- over $150 million Gender and net the relative amount given by female de

tate at the time of their death the top worth are the two most important van- cedents Women on average give

tax rate was 55 percent ables for predicting the value of be- about 24 percent of their net estates

There were an estimated 45800 U.S quests The charitable giving of male decedents

citizens who died in 1986 with gross es- Female decedents were almost twice is more sensitive to net worth Their

tates above the $500000 filing require- as likely as males to make bequests to giving as percentage of net estate al

ment representing only about 2.2 per- charitable organizations Their rate of most doubles from 16 percent for those

cent of the U.S decedent population charitable giving exceeds the rate for in the lowest net worth category to 30

These decedents had combined gross men and also exceeds the aggregate rate percent in the highest Interestingly

estate of over $66 billion Over 56 per- for all decedents It also illustrates that while women are more likely to make

cent of them were male most of whom regardless of sex the likelihood of charitable bequest and those with net

were married most of the female dccc- making charitable bequest increases worth less than $5 million gave more

dents were widowed The average age at significantly as net worth rises Almost than men men in the largest net worth

death for males and females was 73.8 half the women and 35 percent of the category gave away larger percentage

and 79.5 respectively men in the highest net worth group of their estates See Exhibit

Almost 20 percent of these 1986 de- made bequests to charities This may be

cedents made bequests to charitable or- due to the ability of larger estates to ad- Marital Status

ganizations These bequests accounted equately provide for family members Married decedents of both sexes were

for slightly over 24 percent of their net and make significant gift or to the the least likely group to make chari

estates Net estate or net worth is de- lower cost of charitable giving incurred table bequest their bequests as per-

fined as total assets including life in- at the higher tax rates See Exhibit centage of net worth were also the

surance owned by the decedent and cer- While the likelihood of making smallest averaging about 14 percent for

tam lifetime transfers minus debts.3 charitable bequest increases signifi- females and 19 percent for males Wid
The average mean bequest amount cantly with the size of net worth re- owed decedents were more than twice as

was $460000 The minimum bequest gardless of sex the data suggest that net likely to make charitable gifts giving

away just over 23 percent of their net

estates Single decedents were the most

EXHIBIT likely to make bequests and gave the

.. largest percentage of their estates It is

Charitable Donon as Pornt of state Tax Decadent By sex worth noting the difference in the be

SIxs of Net Worth 1986 quest behaviors of separated or di

Aft figures we estimate based on samples
vorced male and female decedents The

______________ ______________________________ amount given by males in that group

All Male F.mOl resembles that of their married counter-

Size of Decadents Oscedents DeCSdents parts while the amount bequeathed by

N.t Worth hmbst r.rc.nt lumb.t ercW Iumbs separated or divorced females parallels

Total 8990 20.4% 3766 15.2% 5224 27.0%
the behavior of widows

$500000 Under
The data indicate that greater per-

$1000000 5054 18.1 1903 12.8 3151 24.1 centage of women make these bequests

1000000 Under The large percentage of widowed

$2500000 2668 22.0 1196 16.5 1472 30.2 women can be explained by the fact that

$2500000 Under .-.. married women often outlive their hus

$5000000 739 27.7 366 20.8 373 41.0 bands The charitable giving of widows

$5000000 or More 529 39.6 302 35.1 227 47.8
often represents the bequest desires of

both spouses They choose to make

mar their charitable gifts after the death of

____________________________________________________________________
the second spouse having first pro- 205
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vided for dependents and taken full ad- the greatest number of decedents but The decision to make charitable be

vantage of the unlimited marital deduc- ranked fourth in the amount received quest is shaped by economic social and

tion See Exhibit Approximately 42 percent of be- psychological factors Boskin 1976
Todays cohort of wealthy women quests from male decedents went to pri- writing on motives for charitable giv

age 65 and over tend to be very tradi- vate foundations.4 Educational medical ing identifies the following economic

tional and as result may be more fis- or scientific organizations were their factors savings and consumption hab

cally conservative Odendahl 1987 second most frequent recipients Forty its lifetime gifts lifetime contributions

They tend to allow financial advisors to percent of the bequests made by female and non-charitable bequests The tax

have large role in their money man- decedents went to educational organi- treatment of contributions affects the

agement Odendahl 1987 They are zations They also gave more to relig- relationship of these factors Along with

also more likely to make lifetime gifts ious organizations than men Founda- these economic considerations are so-

as well as charitable bequests because tions ranked third on the list of chari- cial factors which impact on charitable

very wealthy women have traditionally table beneficiaries See Figure giving The testamentary behavior of

been more involved with philanthropic

activities than either men or their less

EXHIBIT
wealthy counterparts

The above observations seem consis
Donors As Percentage of AU Estate Tax D.cedonts Gifts As

tent with the findings of other research-
of Worth By Sex and Marital Status 1986

ers see for example Joulfaian 1990
__________________ ________________ ________________ _________________

and Boskin 1976 While Boskin found All Male Fmeial
that sex was relatively unimportant he Desedents D.csdents Decedonts

notes that marital status particularly

the difference between married and un- Marital Status Donors Given Donors Given Donors Given
married decedents was statistically sig-

Total 20.4% 24.3% 15.2% 24.5% 27.0% 24.1%
nificant surviving spouse and de-

Married 9.6 18.1 9.2 19.1 11.4 13.8

pendents take precedence over charita- Widowed 28.3 24.0 26.9 25.8 29.0 23.3

ble bequests particularly among Single 42.7 43.7 32.2 46.0 56.0 40.6

younger decedents Divorced/Separated 18.5 220 15.8 16.2 22.4 28.6

The size of charitable bequests rela
Includes all US estate tax decedents making charitable bequests with net worth of $500.000 or

tive to estate size increases with the age

of the decedent As potential heirs age
____________________________________________________________________________

and develop their own fortunes bene

factors are freer to substitute charitable EXHIBIT

for non-charitable beneficiaries The

1986 decedents in our sample who were Number of Ssnofactors N.t Worth Charitable Bequests and Bo
under 60 years of age gave almost 14 questsAs Percentage of Net Worth By Ag At Death

percent of their net estate to charity
All gures are estimates based on samplesmoney amounts are in thousands of dollarsi

Those in their 70s gave nearly 60 per-

cent more than those in their 60s Dc- Ag At Death Number Not Worth Percent

cedents in their 80s gave about per- Total
.. 8990 $17033439 $4146944 24.3%

cent more than those 10 years their jun- Under 50 64 99650 13627 13.7

ior Those in their 90s gave an SOUndØróO... .185 399368 53855 13.5

additional percent over the octogenar-
60 Under 70... 701 1139199 171688 15.1

ians The relationship between age and
70 Under 80... 2007 4545496 1097118 24.1

80 Under 9... 3820 7013895 1772626 25.3
giving as with that of sex and giving Md Otder 2212 3835830 1038030 27.1
must be interpreted cautiously how

ever The potential collinearity of these Indudes all U.S. estate tax decedenis making charitable bequests with net worth of $500000 or

variables with marital status blurs the more

separate influences of these factors on

philanthropic decisions See Exhibit
FIGURE

For analytical purposes bequests to

recipient organizations were placed into Beneficiaries of Charitable Beuests

one of the following categories arts and By Sex of Benefactor 1986

humanities religious educational Sociatwelfore

medical or scientific social welfare 8% Other

18%
private foundations or other In 1986 Founckitions
foundations received almost $1228233 16%

ducation

40%
42%including 63 percent of the largest gifts

Religiousthose of $10 million or more while

organizations involved with education Other 11%

or medical and scientific research usu-
17%

ally private colleges and universities
AXSIIgIOUS EckIWeIfore
4% 15% 21% 8%

were the favored beneficiaries of estates

making smaller contributions Religious
Female Decedents Male Deiedeib

206 organizations received bequests from
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wealthy people is shaped by social maintaining control over the uses of

norms and values Schervish 1986 their contributions There are variety

sures as when for example charitable dation Among these are concern for

community standards and peer pres- of other motives for setting up foun

giving becomes way of Keeping Up the welfare of others feelings of social

With The Joneses Rosenfeld 1991 responsibility and tax considerations

hope There is also psychological compo- Foundation formation may be partic

nent to charitable giving Survey data ularly sensitive to changes in tax rates

show that many wealthy benefactors Boskin 1976 The decline in founda

give out of desire to share their wealth tion formation following the 1969 Tax

with others who are less fortunate Gifts Reform Act which eliminated some of

are made to organizations involved with the tax advantages afforded gifts to

issues of personal interest or concern to foundations may reflect this economic

the donor Values instilled through re- fact Ever since 1969 wealthholders

ligious involvement seem to play an im- have established fewer foundations but

portant role for these donors Consis- continue making bequests to existing

-- -- -- --
tent with this theme is the finding that -foundations The costs-involved in set-

--

people who make charitable bequests ting up foundation both in terms of

frequently believe in the efficacy of in- personal involvement and capital in the
Each hour of the day people in

America will learn they have leuke-
dividual effort rather than govern- absence of tax advantages has encour

mia or related disease Every week ment to address social problems Boris aged wealthholders to make bequests to

there are 1500 new cases 45.500 1987 existing foundations while finding other

will die of these diseases during this On the other hand bequests to col- ways to achieve their lifetime philan
year Thats one death every 12 mm-

leges museums or hospitals are often thropic goals
utes

motivated by what psychologist Eric

The Leukemia Society of America is Erikson has called generativity the The Charitable Deduction
dedica --ses of

desire to build something which will There has been much debate over thelU IllUllIg tIIC L4U

and cures for leukemia and its fam

ily of diseases to assisting patients
perpetuate the work or memory of the effectiveness of the charitable deduc

and their families and to educating donor or the donors family Erikson tion allowed for both the federal in-

the medical profession and general 1950 l982 Charitable giving can also come and estate tax Economists argue

public be less than altruistic as when moti- that significant amount of charitable

The Society has tremendous story
vated by guilt There are also pragmatic behavior depends on these deductions

to tell of worldwide research of ex-
motives for charitable giving These in- According to this line of reasoning the

panding patient services and most dude bequests to organizations such as tax and the deduction have two oppos

important of rising survival rates for
colleges or universities from which ing effects First the tax reduces the es

children and adults Today treat-
business or family will benefit Scher- tate available for division between po

ment progress is reported more fre

quently more leukemia patients are
vish 1987 Whatever the motive the tential heirs and charities This is known

living longer and many medical ex- decision to make charitable bequest as the wealth effect and should have

perts proclaim that more and more typically occurs late in life for most negative effect on gifts to charity Sec

cures are possible
wealthy individuals Sociological re- ond the deduction reduces the price of

The Society supports studies that
search confirms that top wealthholders giving to charity relative to giving to

make difference in the way people put their energies into acquiring and ac- non-charity which should encourage

with leukemia and lymphoma live cumulating wealth until relatively late in charitable giving This is called the price

Today patients can look to brigh- life Only after they feel financially se- effect because the price of each addi
ter future and the possibility of cures

thanks to advances made through
cure often at about the time they tional dollar given to charity relative to

research contemplate retirement do they be- non-charity is only $1 the mar-

come more involved with the social po- gmat tax rate the amount of tax say-

To obtain one page plastic coated
philanthropic causes which ings attributable to the deduction BosIII1Q1 au

Summary of Charitable Giving
will eventually motivate their charitable kin 1976 Thus in the highest tax

Rules designed for use by profes

sionals and copy of the Societys bequests Rosenfeld 1980 1991 bracket the cost of dollar given to

Charitable Giving brochure please charity rather than.a non-charity is

contact the office of Planned Giving Foundations only $.45 $1 .55 The progressive

Foundations are typically formed by structure of the tax rates suggests that
Leukemia Society of America Inc

733 Third Avenue New York N.Y 10017 white Protestant males over the age of both the wealth and price effects in-

212 573-8484 50 who are married and have children crease with the size of the taxable es

Most were set up in the l950s and 60s tate The magnitude of these effects de

although some continue to be formed termines the effect of changes in the tax

fJjJ today primarily through bequests The system on charitable giving Boskin

Survey on Foundation Formation Survey research Independent Sector

GIFI Jj Growth and Termination found that the 1990 indicates that tax consequences

primary reason for establishing foun- are not major consideration when

I_AIFE
dation was to have means of giving people decide to make charitable gifts

systematically in an area philosophi- Ninety percent of respondents surveyed

catty important to the founder Oden- in 1986 said they would not change their

_______________________________ dahl Boris 1986 It is also way of charitable giving patterns in 1987 in re-
207
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sponse to the limits placed on both the giving By examining price elasticities it ing 1957-59 1969 and 1976 federal es

valuation of assets given to charity and is possible to measure this effect tate tax data showed price elasticity of

on the relative size of the charitable de- charitable bequests greater than one for

duction as part of the Tax Reform Act Empirical Studies small and moderate size estates Sos
of 1986 Only percent of the respon- In order to examine the effects of kin 1976 Clotfelter 1985 Elastici

dents in the sample attributed their taxes on charitable bequests measure ties very close to one were calculated for

charitable giving to tax incentives while of the change in giving associated with the very largest estates leading to the

37 percent said they gave because of change in the tax rate is needed This conclusion that the tax deduction was

strong feelings toward particular measure is known as the price elasticity efficient for all but the very wealthy

charity of charitable giving An elasticity Both concluded that eliminating the de
series of focus groups with estate- greater than one in absolute terms duction would sharply curtail charitable

planning professionals confirm that means that change in the tax rate bequests and increase bequests to heirs

taxes affect the level and timing of stimulates relatively larger change in reduction in tax rates would have

gift but not the decision to make gift the amount bequeathed In that case similar although less severe effect

In 1986 and 1989 the Statistics of In- the tax is said to be an efficient means Joulfaian 1990 obtained similar re

come Division of the IRS conducted fo- of stimulating behavior If on the other suits using 1986 data His research is

cus groups with estate planning profes- hand the elasticity is less than one it significant because it suggests that the

sionals to discuss wide range of issues can be argued that the deduction is in- scope of charitable giving is influenced

associated with charitable giving Estate efficient as the loss in revenue is not by tax incentives Joulfaian found that

planners accountants and bank trust made up by gifts to charity in this case the number of different charities in-

officers who work with affluent clients charities would fare better if the deduc- cluded in the benefactors estate plan

say that these clients come to them with tion were abolished and instead the increased as the marginal tax rate faced

pre-existing goals concerning charitable government were to distribute tax reve- by the estate rose He also described

bequests They rarely suggest charitable nue directly to them differential giving i.e to the arts to

giving as tax savings option This Several economists have used both education to foundations etc based

finding is consistent with the survey re- federal estate tax returns and state pro- on marginal tax rates Between 1976

search mentioned earlier and helps put bate records to quantify the effects of and 1986 the value of charitable be-

taxes as incentives or constraints on taxes on giving for more complete quests as described in the following

charitable giving in perspective They discussion see Joulfaian 1990 or Clot- section declined significantly Joulfai

affect timing and level of charitable felter 1985 Two separate studies us- ans study suggests that the effects of

Schwab offers estate executors help Estate
with administrative details When youre

juggling the responsibilities of an estate exec- TktnhUfJOft
utor your expertise shouldnt be wasted on

completing forms or preparing routine corre- Services
spondence Thats why youll welcome Schwabs

____________________________ time-saving Estate Distribution

.v.i
Services

iOU Uiufl At Schwab you can vanagee

nend years distribute estate securities iuve5t1
efficiently and inexpensively

law school to Open an Estate Account at

Schwab and you 11 get informed

become professional assistance with the

speedy liquidation of securities

paper shuffler tmnsfers of title and the timely dis

tribution of assets

Youll also save money for estate beneficiaries It

costs nothing to open an Estate Account with Schwab
and theres nominal fee to process securities held in

certificate form And with Schwabs low commission

youll save on most trades

For complete information about Schwabs Estate

Distribution Services call

1-800-742-6262 Ext 30

CharlesSchwab
Member SIPC

1990 Cha$es Schwab Co. Inc
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this decline were distributed unevenly percentage of filers making charitable estate is dependent on many factors

across charitable sectors bequest has remained fairly stable de- Specifically variety of psychological

dining slightly from just over 22 per- and social influences seem to play

Charitable Giving cent of all decedents in 1976 to nearly large role The presence of surviving

Tax reforms in 1976 and 1982 have 20 percent in 1986 The value of chari- spouse and other dependents compete

significantly changed the composition of table bequests relative to the size of net directly with charities as beneficiaries

the estate tax population The filing re- worth however has declined signifi- This is demonstrated by the importance

quirement in 1976 was $60000 and the cantly In 1976 over 10 percent of ag- of marital status and to lesser degree

top tax rate was 77 percent As result gregate net worth was bequeathed to age as determinant of charitable giv
of reforms the maximum rate was low- charities that percentage fell to just 6.3 ing Decedents with higher net worth

ered to 55 percent and the filing re- percent in 1986 The actual amount are better able to meet these competing

quirement raised to $500000 by 1986 given decreased about 10 percent in real needs The sex of the decedent plays

and ultimately to $600000 for dccc- terms over the period See Exhibit role as well particularly in todays co
dents dying in 1987 and later The tax It is certainly an oversimplification to hort of very wealthy older women
law was also modified in several other attempt to describe the charitable giving where social changes brought about by

ways the most significant being the behavior of U.S decedents solely in the womens movement have been less

creation of the unlimited marital deduc- terms of the effects of taxes The fact pervasive Odendahl 1987 Tax policy

tion replacing theprevious-deduction- that_only 23 percent-ofall -decedents -- --also plays-a-significant-role in-determin-

which was limited to half the value of whose estates incurred tax liabilities ing the timing and form of gifts and af

the decedents gross estate It was pre- made charitable bequests says that tax- fects the amount given Even here

dicted that these changes would have ation is at best an imperfect induce- though net worth obligations poten

significant impact on charitable be- ment for philanthropic activity The tial heirs and the liquidity of the estate

quests above data however show that their are key factors as well

Decedents dying in 1976 and 1986 influence can be significant number of researchers are cur-

with gross estates of at least $5000006 in rently studying philanthropic behavior

constant 1986 dollars.7 The number and Conclusion by tracking individuals over periods of

their aggregate net worth increased The decision to include philanthropic time rather than using traditional cross

about 45 percent over the period The bequests among the beneficiaries of an sectional data see Auten and Ran

dolph 1990 and Steinberg 1990 The

assumption underlying this approach is

that an individuals charitable giving
EXHIBIT

represents structured long term goal

Likewise charitable bequests can best
Decedents With Estates Valued at $5COCO or More 19Th and 1936

be understood as expressions of givingYears of Death
which had been socially and economi

All figures are estimates based on samplesmoney amounts are in thousands of dollars
cally structured earlier in the decedents

life Future research on charitable givItem 1976 19$6 YOD
tng will make more systematic connec

Total Number of Filers 31772 45800
tions between bequests at the end of

Aggregate Net Worth $45377360 $66018791

Filers Making Charitable Bequests 70Jj lifetime and charitable giving through-

Percent Filers Making Bequests .-
22.1 19.9% out life

Aggregate Charitable Bequests.... $4613320 $4152733 _________________
Bequests as Percent of Net Worth 10.2% 6.3%

The authors are grateful to Daniel
Constant 1986 dollars

Skelly for his help and support Thanks
1976 year of death is represented by returns filed in 1977

Table includes decedents with net worth lees than ssooooo are also due to Michael Alexander

Marvin Schwartz and Margaret Riley

___________________________________________________________________________
for reviewing and editing drafts of this

--_-

paper and to Nat Shaifer for his work

SECURITYVALUA11ONSINPMNUTES on the tables Special thanks to DavidESTATEVAL ON YOUR CROCOMPUTER Joulfaian for his technical advice and

comments

Daily Prices for 9000 Domestic Equities

26000 Corporate and Government Bonc FOOTNOTES

Million Municipal Securities The data presented here are for 1986 dece

dents who were required to file federal estate tax

ESTATE-VAL on your mlocomputer will cut your reporting costs by 50% ii you are
return because their gross estate at the time of death

was at least $500000 Additionally returns for de

currently using an on-line timesharing computer service If you are mailing lists of
cedents with net estates valued at less than $500000

securities to pricing service the savings will be even more and the turnaround time have been removed from the sample for this analy

will go from weeks to minutes Our service eliminates costly delays and inaeases sis The charitable bequests examined here are those

intended as deduction from gross estate as re
trust prOfItS

ported on Schedule of Form 706 When there is

1640 5th Street First Floor
no estate tax due as when the unlimited marital

Santa Monica California 90401 deduction is used small charitable bequests are of-

estate Valuations
Pricing Systems

Inc FAX 213394-4909 2133931741 ten omitted from the form or are reorted with the

other beneficiary data on page of the return these

will be absent from our estimates 209
_______________________________________________________________________________________ Based on the number of deaths of U.S resi
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dents in 1986 as reported by the National Center for leering in the United States Washington DC dependent Sector Working Sector pp 215-235
Health Statistics Johnson B.W 1990 Spring Estate Tax Re- New York NY United Way Institute

Researchers have used various measures of turns 1986-1988 Statistics of Income Bulletin 94 Schervish P.G 1989 March Wealth and the

wealth to study charitable giving These include 27-61 Washington DC U.S Government Print- Spiritual Secret of Money /989 Spring Research

total gross estate Bartold Plotnick economic ing Office Forum of the Independent Sector Working Sector

estate total gross estate minus estate expenses and Joulfaian 1990 December Charitable Be- pp 509-522 Chicago IL United Way Institute

taxable lifetime transfers adjusted economic es- quests and Estate Taxes Paper presented at the Al- Steinberg 1990 March Taxes and Giving

tate economic estate less the amount of tax that lied Social Science Annual meetings Washington New Findings /989 Spring Research Forum of the

would have been owed in the absence of charita- DC Independent Sector Working Sector pp 487-500

ble bequest Boskin and adjusted disposable es- Odendahl Boris 1986 March Foun- Boston MA United Way Institute

tate adjusted economic estate plus taxable lifetime dation Formation Growth and Termination Steuerle 1985 The Charitable Giving Pat-

transfers Clotfelter Joulfalan Economic estate Report on the Charitable Attitudes of the Wealthy terns of the Wealthy Unpublished manuscript

most closely approximates the actual estate availa- and Survey of Foundations /986 Spring Re
ble for charitable bequest However the expenses search Forum of the Independent Sector Working

related to decedents death and the administra- Papers pp 41-52 New York NY United Way
lion of the estate are often reported on the dccc- Institute Barry Johnson is an economist

dents final income tax return rather than on the Odendahl T.J 1987 March Lady Bountiful with the Statistics of Income Division
Form 706 This may be particularly true when an and Her Good Works /987 Spring Research Fo

of the Internal Revenue Service where
estate is non-taxable as when there is large be- rum of the Independent Sector Working Sector

he studies the characteristics of estate
quest to the surviving spouse or charity Therefore pp 436-450 New York NY United Way Insti-

tax filers and the distribution of
although net worth overstates the amount of estate tute

available for distribution it has less potential for Odendahl T.J 1988 March The Political
wealth in the U.S His most recent

introducing bias due to reporting practices Economy of Charitable Giving by Elites in the studies Estate Tax Returns 1986-

Bequests to foundations are ultimately used to United States /988 Spring Research Forum of the 1988 and Estimates of Personal

support other organizations For example in 1986 Independent Sector Working Sector pp 656-677 Wealth 1986 appear in the Spring

foundation gave over 2.2 billion dollars to the San Francisco CA United Way Institute 1990 issue of the SO Bulletin

following types of organizations expressed as Rosenfeld 1980 March Benevolent Dis

percentage of their total giving welfare 26.9
per- inheritance Psychology Today pp 38-40 et seq

cent education 21.9 percent health 20.5 per- Rosenfeld J.P 1991 April Old Age New

cent cultural activities 14.7 percent social science Beneficiaries American College of Trust and Es-
Jeffrey Rosenfeld consulted with

8.8 percent science 6.4 percent and religion late Counsel Notes pp 8-lI
the IRS on the Intergenerational

1.3 percent Source The Foundation Grants Index Schervish P.G Herman Rhenisch
Wealth Study His most recent study

18th Edixion Foundation Center 1989 1986 March Toward Central Theory of the of intergenerational transfers entitled

Erikson says that generativity is an important Philanthropic Activities of the Wealthy 1986 Old Age New Beneficiaries ap
developmental task during adulthood Spring Research Forum of the Independent Sector pears in the April 1991 issue of AC-

All dollar amounts were converted to constant Working Sector pp 219-227 New York NY TEC Notes which is published by the
1986 dollars using the implicit price deflator for United Way Institute

American College of Trust and Estate
gross national product Economic Report of the Schervish PG Herman 1987 January

Council
President U.S Government Printing Office Varieties of Philanthropic Logic Among the

Washington DC 3990 Only returns with $500000 Wealthy /987 Spring Research Forum of the In

or more of gross estate in 1986 dollars were in

cluded

1976 year of death data are represented by data

collected during tax year 1977 Statistics of Income

1976 Estate Tax Returns U.S Government Because People Care About Animals..
Printing Office Washington DC 1979
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ber Do Taxes Affect Giving Recent Studies that

Friends of Animals Inc

Auten G.E Randolph W.C 1990 Decem
________

___________________ New York NY 10023

Challenge the Consensus Paper presented at the Ams Anmajseonad Lee Rue II
21 2-247-8120

Allied Social Science Annual meetings Washing

ton DC
Barthold Plotnick 1984 Estate Tax

ation and Other Determinants of Charitable Be

quests National Tax Journal 372 225-237
_______________

Boris E.T 1987 The Values of the Wealthy

Philosophy in American Culture /987 Spring Re-

search Forum of the Independent Sector Working ORYOU DONt PAY
Papers pp 237-248 New York NY United Way

Philanthropic
Attitudes as Reflection of Political 1AIE URACK ilIE1.1 DOWPI

Institute When beneficiaries dstributees and insureds have moved
Boskin Mi 1976 Estate Taxation and Chari- and left no forwarding address we track them down and

table Bequests Journal of Public Economics 27-

find them Since 1967 we have been locating people for
56

Clotfelter CT 1985 Federal Tax Policy and trusts estates law firms government agencies and the

Charitable Giving University of Chicago Press insurance industry

Clotfelter CT Steuerle CE 1981 Chari- Our fees are reasonable If the last known address is three years old or less our

table Contributions In Aaron iA Pech- charge is $195.00 For each additional year the fee increases by $60.00 There are no

man Edt. How Taxes Affect Economic Behavior
up-front costs no hidden fees or disbursements and we bill

pp 403-446 Washington DC Brookings Insti
you after the person has been located

tution
FOR MORE INFORMATION OR TO START TRACE TODAY CALL GLi

Erikson 1950 Childhood and Society New

York W.W Norton For an updated version see
1-800663-6144 Toll Free TRAONG SERVICES

Erikson 1982 The Life Cycle Complete .4 ALASKA HAWAII 1-800-443-6144

Review New York W.W Norton a.m.730 p.m EST a.m.430 p.m PST Est in1967
Independent Sector 1990 Giving and Vo/un
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Survey of Literature on Tax-Exempt Sector

Research

his list of sources on the tax-exempt sector includes editor The Nonprofit Sector in International

books and reports journals and magazines and Perspective Studies in Comparative Culture and

periodic publications The sources provide data on Policy New York Oxford University Press 1989

nonprofit organizations and charitable giving and raise

Etzioni and Doty Profit in Not-for-P rofit Institutions

issuesrelevanttothe-sector.-_The-sources-do-not-represent-a New York Center for Policy Research 1976

comprehensive list but are intended to be useful starting

point for researchers Hodgkinson and Lyman The Future of the Nonprofit

Sector San Francisco Jossey-Bass Publishers 1989

Books and Reports
Hodgkinson and Weitzman From Belief to Commit-

Boris and Hodgkinson Useful Data Bases for
ment The Activities and Finances ofReligious

Practitioners and Scholars of Nonprofit Management
Congregations in the United States Washington DC

Nonprofit Management and Leadership 1990 Vol
INDEPENDENT SECTOR 1988

pgs 79-85

Hodgkinson Weitzman Noga and Gorski
Bremner American Philanthropy Second edition

Giving and Volunteering 1992 Volunteering and

Chicago University of Chicago Press 1988
Giving Among American Teenagers 12 to 17 Years of

Clotfelter Federal Tax Policy and Charitable Giving Age Washington DC INDEPENDENT SECTOR

Chicago University of Chicago Press 1985 1992

Clotfelter editor Setting the Research Agenda in Hodgkinson and Wuthnow Faith and Philanthropy

Philanthropy and Voluntarism Durham N.C Center in America San Francisco Jossey-Bass Publishers

for the Study of Philanthropy and Voluntarism Duke 1990

University 1987
Hopkins The Law of Tax-Exempt Organizations 5th

Commission on Private Philanthropy and Public Needs edition New York Wiley 1987

Giving in America Toward Stronger Voluntary
James and Rose-Ackerman The Nonprofit Enterprise

Sector Washington DC 1975
in Market Economics New York Harwood Academic

Commission on Private Philanthropy and Public Needs Publishers 1986

Research Papers of the Commission on Private
Koch and Boehm The Nonprofit Policy Agenda

Philanthropy and Public Needs Department of
Recommendations for State and LocalAction The

Treasuiy Washington DC Volumes 1-7 1977
Union Institute 1992

Commission on Foundations and Private Philanthropy Kramer Voluntary Agencies in the Welfare State

Foundations Private Giving and Public Policy
Berkeley CA University of California Press 1981

Report and Recommendations of the Commission on

Foundations and Private Philanthropy Chicago McCarthy Hodgkinson and Sumariwalla et

University of Chicago Press 1970 The Nonprofit Sector in Global Society Voices from

Many Nations San Francisco Jossey-Bass Publishers

Compendium ofEstate and Wealth Studies Washington 1992
DC Department of Treasuiy Internal Revenue Service

Statistics of Income Division upcoming Nielsen The Big Foundations New York Columbia

University Press 1972
Critical Issues in American Philanthropy Strengthening

Theory and Practice San Francisco Jossey-Bass Nielsen The Endangered Sector New York Columbia

Publishers 1990 University Press 1979

Drucker Managing the Nonprofit Organization New OConnell Americas Voluntary Spirit The Foundation

York Harper Collins Publishers 1990 New York 1983
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editor Americas Wealthy and the Future of Weisbrod The Voluntary Nonprofit Sector An Eco

Foundations New York The Foundation Center 1987 nomic Analysis Lexington MA Lexington Books

1978

Ostrander Langton Van Til editors Shyiing the

Debate Public/Private Sector Relations in the Modern Weisbrod The Nonprofit Economy Cambridge MA
Welfare State New Brunswick N.J Transaction Harvard University Press 1988

Books 1987
Journals and Magazines

Payton Philanthropy Voluntary Action for the Public Foundation News Bimonthly Magazine Council on

Good New York American Council on Education Foundations

Macmillan 1988
Journal of Nonprofit Management and Leaders hip

Powell editor The Nonprofit Sector Research Quarterly journal Jossey-Bass Publishers

Handbook New Haven Conn Yale University Press
Journal of Voluntaiy Action Research

1987

The Exempt Organization Tax Review Monthly journal
Rose-Ackerman The Economics of Nonprofit Institu

Tax Analysts
tions Studies in Structure and Policy New York

Oxford University Press 1986 Voluntas International Journal of Voluntary and Non

Profit Organisations
Salamon and Abramson The Federal Budget and the

Nonprofit Sector Washington DC Urban Institute Periodic Publications

Press 1982
Compendium of Studies of Tax-Exempt Organizations

Salamon and Abramson The Nonprofit Sector and 1974-1987 Washington DC Department of Treasuiy

the New Federal Budget Washington DC Urban Internal Revenue Service Statistics of Income Division

Institute Press 1986 The Foundation Directory New York The Foundation

Salamon and Abramson Nonprofit Organizations and Center annual publication

the FY 1989 Federal Budget Report prepared for the Foundation Giving Yearbook of Facts and Figures on

INDEPENDENT SECTOR May 1988
Private Corporate and Community Foundations

Salamon and Voytek Managing Foundation Assets
Annual report New York The Foundation Center

An Analysis of Foundation Investment and Payout Giving USA Annual report New York American Associa

Procedures and Performance Washington DC tion of Fund-Raismg Counsel

Council on Foundations 1989

Hodgkinson editor Spring Research Forum Working

Salamon and Voytek Managing Foundation Assets Papers Washington DC INDEPENDENT SECTORJ
An Analysis of Foundation Investment and Payout United Way Institute periodic publication

PerformanceAn Update Washington DC Council

on Foundations 1991 Hodgkinson and Weitzman Giving and Volunteer

ing in the United States Washington DC
Schiff Charitable Giving and Government Policy An INDEPENDENT SECTOR Biennial report

Economic Analysis New York Greenwood Press

1990
Hodgkinson Weitzman Toppe Noga

Nonprofit Almanac Dimensions of the Independent

Van Til Mapping the Third Sector New York Founda- Sector Biennial report INDEPENDENT SECTOR
tion Center 1988 San Francisco Jossey-Bass Publishers
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Forms and Instructions

The
fonns and instructions displayed on the following pages relate to the topics discussed in the Compendium They

apply to the most recent tax year studied in the articles Also displayed is chart documenting the significant changes

in the reporting requirements for filers of these returns

FirlTSiæificªiitTäx and Jnfóiiæitiàæ kºpcrtiiig haiiges f986-i 990 214

Form 990 and Instructions 1989 Return of Organization Exempt from Income Tax 215

Fomi 990EZ and Instructions Short Form 1989 Return of Organization Exempt from Income Tax 226

Schedule Form990 and Instructions 1989 233

Form 990-PF and instructions i990 Return of Private Foundation or section 4947a Charitable

Tnist Treated as Private Foundation 239

Form 706 1986 Estate TaxReturn 256
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Forms and Instructions

LIIi
Significant Tax and Information Reporting Changes Reporting Years 1986 1990

Subject Year Changes

Nonprofit Charitable Organizations 1988 Requirement added for Form 990 filers to complete new

Forms 990 990EZ Schedule section on the Schedule Information Regarding Transfers to

and Transactions and Relationships with Noncharitable Exempt

Organizations

1989 Introduction of the Form 990EZ the short form for Form 990

filers Organizations with annual gross receipts of less than

$100000 and total assets of less than $250000 were eligible to

file on the Form 990EZ

Requirement added for organizations to complete two new

sections on the Form 990 Analysis of Income Producing

Activities and the Relationship of these Activities to the

Accomplishment of the organizations Exempt Purposes

Specifically policymakers and analysts wish to acquire

information on the different types and sources of exempt

organization revenue Under this requirement organizations

defme their sources of revenue as related or exempt function

income income excluded from the unrelated business income

tax or unrelated business income Within the excluded and

unrelated business income categories the organizations assign

specific exclusion or business codes to their different income

sources

Private Foundations and 1988 Requirement added for organizations to complete new section

Charitable Trusts Form 990-PF on the Form 990-PF Information Regarding Transfers to and

Transactions and Relationships with Noncharitable Exempt

Organizations Same as the above change for Form 990 filers

1989 Requirement added for organizations to complete two new

sections on the Form 990-PF Analysis of Income Producing

Activities and theRelationship of these Activities to the

Accomplishment of the foundations Exempt Purposes Same
as the above change for Form 990 filers

1990 Requirement added for organizations to separate the Investments

in Securities as reported on the balance sheet into three distinct

categories Investments in U.S and State Government

Obligations Investments in Corporate Stock and Investments in

Corporate Bonds

Requirement added for organizations to report their accounting

method as Cash Accrual or Other

Estates and Charitable Bequests Form 706 1987 Change effective that required only those decedents with total

gross estate of $600000 or more to file Form 706 Previously

decedents with $500000 or more were required to file
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Sal Sampling Methodologyand Data

Lmtatons
Appendix

his appendix discusses typical sampling procedures of returns in the stratum and interest in the stratum as

used in most Statistics of Income SOI programs subject of study All this is subject to constraints

Aspects covered briefly include sampling criteria based on the estimated cost or the target size of the total

selection techniques methods of estimation and sampling sample for the program

variability Some of the nonsampling error limitations of For most SO studies returns are designated by com

the data are also described as well as the tabular conven- puter from the IRS Master Files based on the taxpayer

tions employed identification number TIN which is either the social

Additionalinformatiowonsampledesignand4ata__

limitations for specific SO studies can be found in the number EIN fixed and essentially random number is

separate SO reports see the References at the end of this associated with each possible TIN If that random number

appendix More technical information is available upon falls into range of numbers specified for returns

request by writing to the Director Statistics of Income sample stratum then it is selected and processed for the

Division RS Internal Revenue Service P.O Box 2608 study Otherwise it is counted for estimation purposes

Washington DC 20013-2608 but not selected In some cases the TIN is used directly

by matching specified digits of it against predetermined

Sample Criteria and Selection of Rethrns list for the sample stratum match is required for desig

Statistics compiled for the SO studies are generally based nation

on stratified probability samples of income tax returns or Under either method of selection the TINs designed

other forms filed with the Internal Revenue Service IRS from one years sample are for the most part selected for

The statistics do not reflect any changes made by the the next years so that very high proportion of the

taxpayer through an amended return or by the IRS as returns selected in the current sample are from
taxpayers

result of an audit As returns are filed and processed for whose previo%Is years returns were included in earlier

tax purposes they are assigned to sampling classes samples This longitudinal character of the sample design

strata based on criteria such as industry presence or improves the estimates of change from one year to the

absence of tax form or schedule accounting period next

State from which filed and various income factors or

other measures of economic size total assets for cx-
Method of Estimation

ample is used for the corporation and partnership statis-
As noted above the probability with which return is

tics The samples are selected from each stratum over the
selected for inclusion in sample depends on the sam-

appropriate filing periods Thus sample selection can pling rate prescribed for the stratum in which it is classi

continue for given study for several calendar years
fled Weights are in general computed by dividing the

for corporations because of the prevalence of fiscal non- count of returns filed for given stratum by the count of

calendar year reporting Because sampling must take sample returns for that same stratum Weights are used

place before the pop
I-- to adiust for the various sampling rates used the lower

UaUOL SZ- KJowli pIcIIsciy ulv

rates of sample selection within each stratum are fixed the rate the larger the weight For some studies it is

This means in practice that both the population and the possible to improve the estimates by subdividing the

sample size can differ from that planned However th original sampling classes into post-strata based on

factors do not compromise the validity of the estimates
additional criteria or refmements of those used in the

The probability of return being designated depends original stratification Weights ____________________I

.cin ri
on its sample class or stratum and may range from are then computed for these

fraction of percent to 100 percent Considerations post-strata using additional T7FV .i

determining the selection probability for each stratum population counts The data on

include the number of returns in the stratum the diversity
each return in stratum are

________________________________________________ multiplied by that weight To ____________________

Information for this appendix was compiled by Benye Jamerson produce the tabulated esti-

Coordination and Publications Staff under the direction of mates these weighted data are

Robert Wilson Technical Advisor Major contributions were summed to produce the pub-

made by Paul McMahon Mathematical Statistics Team lished statistical totals 277



SOl Sampling Methodology and Data Limitations

Sampling Variability estimates These do however provide rough guide to

The particular sample used in study is only one of
the order of magnitude of the sampling error

large number of possible random samples that could have
Further details concerning sample design sample

been selected using the same sample design Estimates
selection estimation method and sampling variability for

derived from the different

_____________________ particular SO study may be obtained on request by

rilmi samples usually vary The
writing the Director Statistics of Income Division at the

U4_
standard error of the estimate

address given above

_________________________ is measure of the variation

among the estimates from all

.Ic
possible samples and is used to

Nonsampling Error Controls and Limitations

L4I 14 L1il measure the precision with
Although the previous discussion focuses on sampling

methods and the limitations of the data caused by sam-
which an estimate from

particular sample approximates
pling error there are other sources of error that may be

the average result of the
significant in evaluating the usefulness of SO data These

sible samples The sample estimate and an estimate of its

include taxpayer reporting errors processing errors and

effects of an early cut-off of sampling More extensive
standard error permit the construction of interval esti

information on nonsampling error is presented in SO
mates with prescribed confidence that this interval in

cludes the actual population value
reports when appropriate

In transcribing and tabulating the information from the
In SO reports the standard error is not directly pre

returns or forms selected for the sample checks are
sented Instead the ratio of the standard error to the

estimate itself is presented in decimal form This ratio is
imposed to improve the quality of the resultant estimates

Tax return data may be disaggregated or recombined
called the coefficient of variation CV The user of SO
data may multiply an estimate by its coefficient of varia-

during statistical editing in order both to improve data

consistency from return to return and to achieve defini
tion to recreate the standard error and to construct confi

tions of the data items that are more in keeping with the
dence intervals

needs of major users In some cases not all of the data are
For example if sample estimate of 150000 returns is

available from the tax return as originally filed Some-
known to have coefficient of variation of 0.02 then the

following arithmetic procedure would be followed to
times the missing data can be obtained through field

construct 68 percent confidence interval estimate
follow up More often though they are obtained through

imputation methods As examples other information in

150000 sample estimate the return or in accompanying schedules may be sufficient

0.02 coefficient of variation to enable an estimate to be made prior-year data for the

3000 standard error of estimate same taxpayer may be used for the same purpose or data

150000 sample estimate from another return for the same year that has similar

or 3000 standard error characteristics may be substituted Research to improve

147000153000 68 percent confidence interval methods of imputing data that are missing from returns

Based on these data the interval estimate is from 147 to continues to be an ongoing process

153 thousand returns conclusion that the average Quality of the basic data abstracted from the returns is

estimate of the number of returns lies within an interval subjected to number of quality control steps including

computed in this way would be correct for approximately 100-percent key verification The data are then subjected

two-thirds of all possible similarly selected samples To to many tests based on the structure of the tax law and the

obtain this interval estimate with 95 percent confidence improbability of various data combinations Records

the standard error should be multiplied by before adding failing these tests are then subjected to further review and

to and subtracting from the sample estimate In this any necessary corrections are made In addition the

particular case the resulting interval would be from 144 Statistics of Income Division in the National Office

to 156 thousand returns conducts an independent reprocessing of small

Generally in the Statistics of Income Bulletin only subsample of statistically-processed returns as further

conservative upper limit CVs are provided for frequency check
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Finally before publication all statistics are reviewed in 1984 Proceedings of the American Statistical

for accuracy and reasonableness in light of provisions of Association Section on Survey Research Methods

the tax laws taxpayer reporting variations and limitations Other research efforts are included in Statistical Uses

economic conditions comparability with other statistical of Adninistrative Records Recent Research and

series and statistical techniques used in data processing Present Prospects Volume Internal Revenue

and estimating Service March 1984

Tabuar Convenflons Quality control activities for all SOl studies are

Estiffreqidmoney aniothtsihrare

considered unreliable due to the small sample size on reports These reports provide detailed information

which they are based are noted in SOI tables The pres-
relating to quality in all phases SOl processing

ence of the indicator means that the sampling rate is less

than 100 percent of the population and that there are
References

fewer than 10 sample observations available for estima- For information about the samples used for specific SOl

tion purposes programs see

dash in place of frequency or amount indicates that
Statistics of Income1989 Individual Income Tax Re-

no sample return had that characteristic In addition
turns see especially pages 13-16

dash in place of coefficient of variation for which there

is an estimate indicates that all returns contributing to the
Statistics of Incone1 989 Corporation Income Tax

Returns see especially pages 9-18
estimate were selected at the 100-percent rate

Whenever weighted frequency in data cell is less Statistics of Income.-1974-1 987 Compendium of Studies

than the estimate is either combined with other cells or of Tax-Exempt Organizations see information about the

deleted in order to avoid disclosure of information about
samples used at the end of each chapter

individual taxpayers or businesses These combinations
Statistics of IncomeI 984-1988 Compendium of Studies

and deletions are indicated in the tables
of International Income and Taxes Foreign Income and

Notes
Taxes Reported on U.S Tax Returns see information

about the samples used at the end of each chapter
See for example Hinkins Susan Matrix Sam

pling and the Effects of Using Hot Deck Imputation Statistics of Income Bulletin see each issue
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Sal Projects and Contacts

Project Primary Analyst Frequency and Program Content

Americans Liviog Abroa This periodic study is conducted every years every years after 1991

1991 Program Melissa Redmiles It covers foreign income and taxes paid and foreign tax credit shown on

individual income tax returns Data are by size of adjusted gross

income and country

Cwpou.Uon Foreign Tax edft This annual study provides data on foreign income and taxes paid and foreign

1990 Program Maggie Lewis tax credit reported on corporation income tax returns Data are classified by

1991 Program Kimberly Veletto industry all years and country even numbered years
1992 Program

Corporation Income Tax Rexn Basic data are produced annually and cover complete income

1990 Program Victor Rehula statement balance sheet tax and tax credits and details from supporting

1991 Program Patrice Treubert schedules Data are classified chiefly by industry group or asset size For the

Allison Clark 1992 program Corporations are separate study

1992 Program Janice Washington

Jonathan Shook

Envlrortment.I Excise Taxes The Superfund Amendments and Reauthorization Act of 1986 SARA
Superlund Study replaced the Comprehensive Environmental Response Compensation

1991 Program Sara Boroshok and Liability Act of 1980 CERCLA authorizing the collection of

1992 Program envirorunental taxes type of excise tax This study published annually

is the only source of data that provides detailed tabulations by type of

chemical

blat Collation Barry Johnson This periodic study links estate tax return data for decedents and

beneficiaries Income information for beneficiaries is available both

for years preceding and following the decedents death Information on

gift tax returns is available for the last years of the decedents life

The most recent study is based on decedents who died in 1982 The next

study will be for decedents who died in 1989

Estate Tax R.twns This annual study includes information on gross estate and its composition

1992-1994 Program Barry Johnson deductions and tax and information on the age sex and marital status

Marvin Schwartz of the decedents Basic estate tax return data by year in which returns are filed

are produced every year Other statistics are available on year-of-death

basis approximately every years

Exsnt gankaUons Busbies This annual study includes tabulations of unrelated business income and

Incoms Tax Returns deductions for organizations classified as tax-exempt under the Internal

1989 Program Sara Boroshok Revenue Code The data file will also be linked with the Forms 990 and

1990 Program Peggy Riley 990-PF data files of tax-exempt organizations and private foundations

Foreign Controlled Corporations This annual study includes data on transactions between U.S corporations and

1990 Program John Latzy their foreign owners Data are classified by country and industry

1991 Program
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Project Primary Matysts Frequency and Program Content

Foreign Corporations This periodic study planned for every years provides data on activities of

1990 Program Bill States foreign corporations that are controlled by U.S corporations Data are

1992 Program Randy Miller classified by industry and country

Foreign Recipients of U.S Income This annual study provides data by country on income paid to nonresident

1991 Program Randy Miller aliens and the amount of tax withheld for the U.S Government

Foreign Sales Corporations FSC These corporations replaced the Domestic International Sales Corporation

1991 Program John Bradford or DISC as of January 1985 Balance sheet income statement and

export-related data are tabulated annually through 1987 and then on 4-year

cycle

Foreign Trusts This periodic study conducted every years provides data on foreign trusts

1990 Program Christine Ferguson that have persons as grantors transferors or beneficiaries Data include

country where trust was created value of transfer to the trust and the

year the trust was created

Individual Income Tax Return Microdata magnetic tape files produced annually contain detailed

Public Use File Mario Fernandez information obtained from the individual statistics program with identifiable

taxpayer information omitted to make the file available for public

dissemination on reimbursable basis In addition to microdata files

specific tabulations from them are produced also on reimbursable basis

kidMdual ktcome Tax Returns Basic data are produced annually and cover income deductions

1990 Program Michael Strudler tax and credits reported on individual income tax returns and associated

1991 Program Marty Shiley schedules chiefly by size of adjusted gross income

1992 Program

L.hast-Charge Domestic These corporations replaced the Domestic International Sales Corporation

International Sales Corporations or DISC as of January 1985 Balance sheet income statement and export

IC-DISC related data are tabulated annually through 1987 and then on 4-year cycle

1991 Program John Bradford

Intergenerational Wealth Martha Eller This on-going study involves estate returns filed since the inception of the

Barry Johnson estate lax 1916 and focuses on changes in the concentration of wealth and

Marvin Schwartz the intergenerational transfer of wealth as well as the history of the estate

tax system The asset composition available demographic information

and an analysis of beneficiaries of estates will be emphasized

International Boycott Participation This study provides data on business operations of U.S persons in boy-

1990 Program Melissa Redmiles cotting countries as well as the requests and agreements to participate in or

1991 Program cooperate with international boycotts not sanctioned by the U.S Government

Migration Flow and County Migration flow data based on changes in individual income tax return

Income Data Sandy Byberg addresses and county or State income data are available annually on

reimbursable basis The most recent data are for 1990-91
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Project Primary Analysts Frequency and Program Content

Nonprofit Charitable and Other This annual study includes balance sheet and income statement data for

Organizations organizations classified as tax-exempt under subsections 501c3-9 of the

1989 Program Cecelia Hilgert Internal Revenue Code The 1989 study will include data from the new

1990 Program Paul Arnsberger Form 990-EZ

Nonresident Allen Estates This periodic study planned for every years provides data on estates of

1990 Program Christine Ferguson nonresident aliens who had more than $60000 of assets in the United States

The estates are subject to U.S estate taxation on U.S property

Occupation Studies Bobby Clark This periodic study based on availability of outside funding is designed

Dodie Riley to classify individual income tax returns by occupation and to develop

dictionary of occupation titles that can be used to enhance the economic

data of many other individual income tax return studies

PartnershIp Returns of Income Basic data produced annually cover income statement balance

1991 Program Tim Wheeler sheet and detail from supporting schedules Data are classified chiefly by

1992 Program industry group

Partnership Withholding Study This annual study includes data on U.S partnership payments to foreign

1991 Program Kimberly Veletto partners Data are classified by country and recipient type

Personal Wealth Study This periodic study provides data estimates of personal wealth of top wealth-

1992 Program Marvin Schwartz holders that are generated from estate tax return data using the estate

Barry Johnson multiplier technique in conjunction with both filing-year and year-of-death

estate data bases The most recent data 1989 are based on returns filed from

1989 to 1991

Private Foundations This annual study includes balance sheets and income statements The 1989

1989 Program Alicia Meckstroth study includes data on non-exempt charitable trusts

1990 Program Peggy Riley

Corporations Annual study data are collected for the income statement balance sheet and

1992 Program Amy Gill from supporting schedules Data are classified by industry group or by asset

size

Sales of Capital Assets This periodic study provides detailed data on the sales of capital assets

1985 Program Barbara Longton reported on Schedule of the individual income tax return sales of

1985-92 Panel Study Janette Wilson residences and personal or depreciable business property

panel study provides the same data on capital asset transactions for

subsample of the returns in the Sales of Capital Assets basic study over

period of years
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ProJe Primary Analysts Frequency and Program Content

Sales of U.S Real Property This annual study will provide data on transfers of U.S real property interests

by Fatelge Persone when these interests are acquired from foreign persons Data include the

1992 Program John Latzy amount realized on transfers U.S tax withheld and the country of foreign

Sole prop ietanhlps Basic program data produced annually cover the business receipts

1990 Program Michael Strudler deductions and net income reported on Schedule for nonfarm proprietors

1991 Program Craig Ammon by industry group Similar data from Schedule for farmers are available

1992 Program on an occasional basis

State Oats Special tabulations of selected individual income deduction and tax data

1985 Program Mario Fernandez by State are produced on reimbursable basis The data file for 1988 is the

1988 Program most recent

Statla1 Subscription Servicest Annual data by more detailed industry groups than are used for the regular

Corporation Source Book Sandy Byberg corporation statistics are produced by asset size

Tax-exençt Bond Issuest This annual study provides information on private activity and governmental

1990 Program Marvin Schwartz bond issues by type of property financed size of face amount and State

1991 Program

Taxpayer Usage Study Basic data produced annually provide weekly frequencies of

1992 Program Laura Prizzi specific line entries made by taxpayers the use of various return schedules

and associated forms and general characteristics of the individual taxpayer

population for returns received during the primary filing season January

through April

U.S PUeIdoil Coporatiuns This periodic study planned fot every years provides data on income

1989 Program John Bradford statement balance sheet tax and possessions tax credit data for

qualifying possessions corporations Most of these corporations are

located in Puerto Rico
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Statistical Information Services Sole Proprietorship Source Book 1957-1984

202 874-0410 or FAX 202 8740922 Publication 1323 Price $95.00

The following Statistics of Income reports and tapes can This Source Book is companion to that for partnerships

be purchased from the Statistics of Income Division described above It is 251-page document showing key

unless otherwise indicated Prepayment is required with proprietorship data for 1957 through 1984 data for farm

checks made payable to the IRS Accounting Section For proprietorships are excluded after 1980 Each page pre

copies from the Statistics of Income Division please sents statistics for particular industry Tables show

write
number of businesses interest paid deductions

Director Statistics of Income Division RS business receipts payroll deductions and

Internal Revenue Service depreciation net income less deficit

P.O Box 2608 taxes paid deduction

Washington DC 20013-2608

magnetic tape containing the tabular statistics can be1IjT purchased for $245 As with partnerships more recent

nonfarm sole proprietorship data are published annually

Corporation Source Book 1989 in the SO Bulletin

Publication 1053 Price $175.00

This 481-page document presents detailed income state- iriijiiiiiIijiii

ment babtnce sheet tax and selected other items by

major and minor industry groups and size of total assets Studies of Tax-Exempt OrganIzations 1974-1987

The report which underlies the Statistics of Income Publication 1416 Price $26.00

Corporation Income Tax Returns publication is part of
This publication presents 22 articles from Statistics of

an annual series and can be purchased for $175 issues
Income studies on tax-exempt organizations The articles

prior to 1982 are for sale at $150 per year magnetic
emp1asize important issues within the nonprofit sector

tape containing the tabular statistics for 1989 can be
and also include several other articles previously unpub

purchased for $1500
lished in the SO Bulletin as well as papers published in

Partnership Source Book 1957-1 983 proceedings of the American Statistical Association and

Publication 1289 Price $3000
the Independent Sector Research Forum Topics featured

are

This 291-page document shows key partnership data for

1957 through 1983 by major and minor industry group
nonprofit charitable organizations primarily

includes historical defmition of terms section and
charitable educational and health organizations

summary of legislative changes affecting the comparabil-
private foundations and charitable trusts and

unrelated business income of exempt organizations
ity of partnership data during that period Tables show

number of partnerships interest paid deductions Studies of International Income

number of partners payroll deductions and Taxes 1984-1988
business receipts payments to partners Publication 1267 Price $26.00

depreciation and

taxes paid deductions net income less deficit This report presents information from 13 Statistics of

Income studies in the international area many of them

magnetic tape containing the tabular statistics for

previously published in the SO Bulletin including

partnerships can be purchased for $300 from the National

Technical Information Service U.S Department of Corn- foreign activity of U.S corporations

merce Springfield VA 22161 More recent partnership activity of foreign corporations in the United States

data are published annually in the SO Bulletin foreign controlled U.S corporations
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statistics related to individuals trusts and estates

and The following Statistics of Income publications are avail-

data presented by geographical area or industrial
able from the Superintendent of Documents U.S Govern-

activity as well as other classifiers
ment Printing Office For copies please use the order

form following this section or write

Prices are dependent on he request Superintendent of Documents

P.O.-Box-37-1954_ ____

Public Use Magnetic Tape Microdata Files Pittsburgh PA 15250-7954

This includes individual income tax returns for 1979-

1990 limited number of files for 1989 are also avail- StatistiCS of Income SOl Bulletin

able on CD-ROM Individual income tax returns for Quarterly Publication 1136 Stock No 748-005-00000-5

1966-1978 are available for sale by writing to the Center Subscription price $23.00 Single copy price $6.50

for Electronic Records NNX of the National Archives

and Records Administration Washington DC 20408 Provides the earliest published financial statistics from

Files containing more limited data for each State are also individual and corporation income tax returns The Bulle

available for 1985 and 1988 All of these files have been tin also includes annual data on nonfarm sole proprietor-

edited to protect the confidentiality of individual taxpay- ships and on partnerships as well as from periodic or

ers Files for private foundations for 1982-1983 and special studies of particular interest to tax analysts and

1985-1989 and nonprofit charitable organizations for administrators and to economists Historical tables include

1982-1983 and 1985-1989 are also available from the data from SO as well as on tax collections and refunds

Statistics of Income Division The individual private by type of tax

foundation and charitable organization files are the only

microdata files that can be released to the public
Statistics of income 1989
Corporation Income Tax Returns

Migration Data
Publication 16 Stock No 048-004-02316-4

Compilations are available showing migration patterns Price $13.00

from where to where by State and county based on year-

to-year changes in the tax return address Data are also This report presents more comprehensive and complete

available for selected time periods according to the years
data on corporation income tax returns with accounting

in which returns were filed between 1978 and 1991 and periods ended July 1989 through June 1990 than those

include counts of the number of individual income tax published earlier in the SO Bulletin

returns and personal exemptions In addition county

income totals are available for Income Years 1982 and Presents information on Data are classified by

1984 through 1990 receipts industry

deductions accounting period

Other Unpublished Tabulations
net income size of total assets and

taxable income size of busmess receipts

Unpublished tabulations are also available including income tax

detailed tables underlying those published in the SO tax credits

Bulletin Special tabulations may also be produced de- assets and

pending on the availability of resources liabilities
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Statistics of Income 1989
Individual Income Tax Returns

Publicatior 1304 Stock No 048-004-02315-6

Price $50

This report presents more comprehensive and complete

data on individual income tax returns for 1989 than those

published earlier in the 501 Bulletin

Presents information on Data are presented by

sources of income size of adjusted gross

exemptions income and

itemized deductions marital status

tax computations

Note If you determine from the Government Printing

Office that any of the Statistics of Income publications

listed above are out-of-print please telephone Statistical

Information Services Statistics of Income Division 202
874-0410 for assistance
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Its Easy _____________
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subscriptions to STATISTICS OF INCOME BULLETIN SOIB for $23 per year $28.75 foreign
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copies of STATISTICS OF INCOME-1989 CORPORATION INCOME TAX RETURNS
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