Exempt Organizations Annual Reporting Requirements: Schedule F, Form
990 (Foreign Activities)

The questions below relate to Schedule F (Statement of Activities Outside the
United States) to Form 990, Return of Organization Exempt From Income Tax.

1. What is the threshold for reporting on Schedule F, Form 9907
A Form 990 filer must complete:

e Schedule F, Part | if it had aggregate revenues or expenses of more
than $10,000 during the tax year from grantmaking, fundraising,
business (including investments), and program service activities
outside the United States;

e Schedule F, Part Il if it provided more than $5,000 of grants or
assistance to any particular foreign organization or foreign
government; and

e Schedule F, Part lll if it provided more than $5,000 of grants or
assistance, in the aggregate, to foreign individuals.

These thresholds for completing Schedule F, Parts I, II, or Il are described in
Form 990, Part IV, lines 14b, 15, and 16, and the accompanying instructions.

2. What kind of foreign activities need to be reported in Part | of Schedule
F, Form 9907

Activities conducted outside the United States that need to be reported on
Schedule F, Part I (if the applicable $10,000 revenue or expense threshold is
met) include grantmaking, fundraising, investments (other than financial
accounts reported on Part V, lines 4a and 4b), unrelated trade or business,
program services, and maintaining offices, employees, or agents. The United
States is defined as including U.S. possessions for this purpose.

3. Does an organization report expenses on Schedule F, Form 990, if it
sends board members to board meetings or to attend and speak at
seminars and conferences outside the United States?

Yes, if the organization exceeds the $10,000 revenue or expense threshold, it
will need to report these activities in Part | of Schedule F, listing the region(s)
in which the activities are conducted, the type of activities conducted in each
region, and its total expenditures in each region. However, it will not need to
report any of its board members as agents in column (c) if all of them serve
the organization as volunteers.
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4. What expenditures are required to be reported in Part I, column (f), Form
990, and how are such expenditures required to be tracked?

The Part |, column (f) instructions require organizations to report amounts
paid for an employee, office, grantee or agent located outside the United
States if the expenditure is an employment related expense, an occupancy
expense, a grant, a bank or accounting fee or a payment to an agent.
Organizations might use different accounting procedures and practices to
keep track of foreign expenses for financial statement purposes, so there may
be a variation in how organizations account for or allocate direct or indirect
costs relating to their foreign activities.

For 2008-2010 tax years, the organization may use the method it used for its
financial statements to report expenditures for Schedule F, Part I, column (f).
For example, if under a university's current accounting procedures, expenses
associated with a study abroad program are not separately tracked, such
expenses are not required to be included in Part I, column (f).

TIP: An organization might have no expenditures reportable in Part
I, column (f), even though it is required to report an activity in Part I.
For example, an organization that derives more than $10,000 of
revenue from a foreign activity must report the activity in Part I,
even if it incurred no expenditures for that activity.

5. Should a payment that our organization made to a foreign government’s
representative or agency that is located in the United States be reported
in Part Il of Schedule F, Form 9907

Yes, if the payment is a grant over $5,000. Grants to foreign governments
must be reported in Schedule F, Part Il, regardless of where the government
agencies or representatives are located. For instance, a $6,000 grant to a
foreign embassy based in Washington, D.C. should be reported in Schedule
F, Part Il

6. Should payments to U.S. citizens living abroad be reported in Part Il of
Schedule F, Form 9907 If so, do we need to list the names of recipients?

Such payments must be reported in Part Il if (1) the organization exceeds the
$5,000 threshold, (2) the payment is a grant and not compensation and (3)
the recipient was living outside the United States at the time the organization
distributed the grant(s) to the person. The organization must report each type
of grant or assistance in Part I, but to protect the confidentiality of
individuals, should not report the names of individual persons who are grant
recipients.
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7. Should payments to U.S. citizens living abroad be reported in Part Il of
Schedule F, Form 9907 If so, do we need to list the names of recipients?

Such payments must be reported in Part Il if (1) the organization exceeds the
$5,000 threshold, (2) the payment is a grant and not compensation and (3)
the recipient was living outside the United States at the time the organization
distributed the grant(s) to the person. The organization must report each type
of grant or assistance in Part I, but to protect the confidentiality of
individuals, should not report the names of individual persons who are grant
recipients. For more information, see Schedule F and the instructions to Form
990 and Schedule F.

8. Must revenues and expenses attributable to foreign investments be
taken into account in determining whether the organization has more
than $10,000 from activities outside of the United States and thus
satisfies the reporting threshold?

Yes, revenues and expenses from or attributable to foreign investments must
be taken into account in answering Form 990, Part IV, line 14b. In the case of
indirect investments made through investment entities, the extent to which
revenue or expenses are taken into account will depend upon whether the
investment entity is treated as a partnership or corporation for United States
tax purposes. The instructions require reporting of activities conducted
indirectly through joint ventures.

For example, an organization with an interest in a foreign partnership must
take into account its share of the partnership’s revenue and expenses in
determining whether the $10,000 threshold is exceeded. On the other hand,
and consistent with the general treatment of separate corporations elsewhere
on Form 990, the organization need not take into account or report any
portion of the revenues, expenses or expenditures of a foreign corporation in
which it holds an investment, provided that the corporation is treated as a
separate corporation for United States tax purposes.

9. How should foreign investments be reported in Part | of Schedule F,
Form 9907?

The following rules apply:

e Investments must be reported on a region-by-region basis on Line 3,
separately from other activities in the region.
All investments in a particular region may be aggregated for this purpose. For
example, all investments in South America may be reported together in one
line.
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e In reporting investments in a region, only columns (a), (d) and (f) must
be completed; columns (b), (c), and (e) need not be completed with
respect to investments.

o Column (a) would reflect the region, as described in the
instructions, to Schedule F, of the investment.

o0 The region of a foreign investment entity is determined by its
legal domicile (country whose law governs the entity’s internal
affairs).

o0 Inthe case of a foreign pass-through entity such as a foreign
partnership, an organization is not required to report the region
of the underlying investments held by the pass-through entity,
but may report the region based on the legal domicile of the
foreign pass-through entity.

o0 The organization may use the term investments to describe the
foreign activity in column (d).

o The book value of foreign investments in each particular region
would be reported in Part I, column (f) for that region.

0 An organization need not report, as an investment activity in
Schedule F, foreign investments indirectly held through a
domestic (United States) pass-through entity, because the
domicile of the pass-through entity is not a foreign location.

10.How should foreign program-related investments be reported in Part I,
Schedule F, Form 9907

Program-related investments must be reported as and with program services,
rather than as or with other types of investments. Thus, the special rules
applicable to certain foreign investments do not apply to program-related
investments.

11.Are foreign investments that must be reported on Schedule F also
required to be reported on Schedule R?

Yes, if the foreign investment is in a related organization (generally a
relationship involving more than 50 percent control by one party or the other)
or certain unrelated foreign partnerships. For example, investment in a 51
percent owned foreign corporation by the filing organization would be
reported on both Schedule F and Schedule R.
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