
577

Accountable plan, 7.28
Accounting methods, 17.54
Accounting period, change to, 17.57
Accreditation standards, 5.45
Action organization, 8.5, 9.4
Advancement of education, 3.6–3.8
Affi liated organizations, 1.42, 1.43, 

2.66
Affi liates, 4.6
Aggregate principle, 15.58
American Opportunity Credit, 

11.58–11.64
Ancillary joint venture, 16.61, 16.62
Annual information return,

amendment to, 17.15 
balance sheet on, 17.27
board review of, 5.28
charges for copying of, 18.8
compensation, reporting of, 
copy of to state offi cial, 17.14
denial of inspection of, 18.9
description of, 17.1
distribution of, 18.2
due date, 17.10
electronic fi ling of, 17.13
endowments, reporting of, 17.29
exceptions from fi ling, 17.2
expenses, reported of, 17.25

extensions for fi ling, 17.11
fi nancial reporting on, 17.28
form used, 17.4
fundraising costs, reporting of 17.26
governance, reporting of, 17.31
group return, 17.8
income, reported of, 17.23
penalties, 17.65, 17.66, 17.67, 17.68
program service, reporting of 17.21, 

17.22
public inspection of, 18.1
simplifi ed reporting, 17.5

Annual report, 18.36
Application for recognition of 

exemption:
appeal procedure, 3.40, 3.42
as business plan, 3.31
charge for processing of, 3.35
content of, 3.17, 3.29
copies of, from institution, 18.16
copies of, from IRS, 18.17
failure of, 3.3.39, 3.43, 3.62
fi ling of, 3.18
as important document, 3.33
incomplete, 3.30
inspection of, 18.15
information-sharing with states, 

IRS, 3.24

Index
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578             Index

Application for recognition of 
exemption (continued )

periodic review of, 3.26
preparation of, 3.34
processing of, 3.21, 3.22
protest procedure, 3.41, 3.42
public availability of, 3.23
referral to IRS National Offi ce, 

3.36, 3.37
substantially completed, 3.32
withdrawal of, 3.38

American Red Cross Modernization 
Act, 5.11

Assets, value of, 2.47

Bachelor’s degree, defi nition of, 2.31
Bargain sale, 12.13
Bipartisan Campaign Reform Act, 9.29
Board of Directors, trustees:

business relationships among, 5.8
committees of, 5.25
composition of, 5.7
election of, 5.4
family relationships among, 5.8
fi duciary duties of, 5.11
independence of, 5.9
liability of, 5.16, 5.12, 5.18
meetings of, 5.23
minimum number, 5.6, 16.9
overlapping, 16.4
role of, 5.5
size of, 5.6
term limits of, 5.24

Board member responsibility 
statement, 5.37

Business leagues, 1.39

Candidate for public offi ce, defi nition 
of, 9.8

Capitalization of subsidiary, 16.17

Chapters, 1.30–1.32
Charitable class, 17.44
Charitable gift:

conditional, 12.19, 12.20
defi nition of, 12.5
donors of, 12.25–12.29
percentage limitations on, 

12.15–12.18
recipients of, 12.1–12.3
restricted, 12.12.22–12.24
and right to purchase tickets, 

12.51
unrestricted, 12.12.21

Charitable gift of:
clothing and household items, 

12.49, 13.7
computer equipment, 12.32
conservation property, 12.33
donor-created property, 12.47
fractional interests in art, 12.46
individual retirement arrangements, 

 property from, 12.50
intellectual property, 12.37–12.40
inventory, 12.30, 12.31
life insurance, 12.69
remainder interest, 12.63, 12.64, 

12.70
taxidermy, 12.48
vehicles, 12.41–12.45

Charitable gift annuity:
advantages of, 12.99
charitable deduction and, 12.93
college and university participation 

in, 2.74
defi nition of, 12.68, 12.93
disadvantages of, 12.98
estate tax consequences of, 12.97
gift tax consequences of, 12.96
payment period, 12.95
tax treatment to donor, 12.94
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Index             579

unrelated business income 
implications of, 12.100

unrelated debt-fi nanced income 
implications of, 12.101

Charitable lead trust:
charitable deduction and, 12.104
colleges and universities as 

benefi ciary of, 2.73
defi nition of, 12.67, 12.102
income interest in, 12.103
tax treatment of, 12.105

Charitable organization:
categories of, 1.38
government college or university 

as, 1.44
legal standard, 1.22, 1.23
meaning of, 1.38

Charitable pledges, 12.6
Charitable remainder trust: 

advantages of, 12.83
charitable deduction and, 12.65
colleges and universities as 

benefi ciary of, 2.71
debt-encumbered property 

in, 12.74
defi nition of, 12.65
disadvantages of, 12.84
donors to, 12.77
makeup feature, 12.72
and options, 12.75
participation in college, university 

investment return, 12.82
property suitable for, 12.73
remainder interest benefi ciaries of, 

12.71
rescission of, 12.81
and tangible personal property, 

12.76
taxation of distributions, 12.78
termination of, 12.80

trustees of, 12.79
Charitable spending initiative, 1.36
Charity auctions, 12.52–12.59
Choice of entity:

analysis of, 16.43
substantially related activity, 16.13
unrelated activity, 16.14

Closing Agreement, 8.12
Code of Ethics, 5.30
College, defi nition of, 2.11
Colleges and universities, tax law 

requirements for exemption:
private, 2.63
public, 2.64

College and university affi liates, tax 
status of, 2.66

College or university foundation, 4.7
Commensurate test, defi nition 

of, 1.36
Commerciality doctrine, defi nition 

of, 1.37
Committees, 5.25

audit committee, 5.27, 17.56
compensation committee, 7.39
executive committee, 5.26

Compensation:
deferred, 7.11
disclosure of, 7.30, 17.32
generally, 7.9
nonfi xed, 7.15
nontaxable, 7.10
reasonable, 7.14, 7.17
related entity, 7.12
reporting of, 17.32

Comparability, data for compensation, 
7.19

Compensation consultant, 7.20
Compensation to board members, 

5.10
Confl ict-of-Interest Policy, 5.29
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580             Index

Controlling organizations:
college or university as, 2.60
defi nition of, 15.60
management fees from, 2.61
specifi c exception for, 2.62

Corporate contributions, 9.31
Corporations, 1.6
Credit cards, personal use of, 7.26
Crop-share leasing, 16.47
Curriculum, defi nition of, 2.26

Degrees:
bachelor’s, 2.31
doctor’s, 2.33
master’s, 2.32

Determination letter: 
defi nition of, 3.19
effective date of, 3.44
issuance in advance of operations, 

3.28
period of effectiveness, 3.25
reliance on, 3.45

Directors:
multiple roles, 1.19, 1.20
number of, 1.18, 5.6

Disclosure and distribution rules, 18.2, 
18.16

Disqualifi ed person, 6.53
reporting transactions with, 17.45

Disregarded entity, 16.5, 16.18
Distance learning activities, 2.51
Doctor’s degree, defi nition of, 2.33
Document retention policy, 5.31
Doing business: 

defi nition of, 1.12
qualifi cation for, 1.13

Donor-advised funds, 4.48
sponsoring organizations of, 4.49
grants from, 4.50

Donors, reporting of, 17.36

Duty of care, 5.11, 5.12
Duty of loyalty, 5.11, 5.13
Duty of obedience, 5.11, 5.14

Education: 
advancement of, 1.38, 2.2, 3.6, 

11.39
defi nition of, 2.1

Education distinguished from 
lobbying, 8.10

Education distinguished from political 
 campaign activity, 9.6

Educational, defi nition of, 2.2–2.7, 
2.10

Educational organization, defi nition 
of, 2.10

Election laws, federal, 9.28
Elementary school, defi nition of, 2.18
Employees of colleges and universities, 

number of, 2.41
Employment agreement, 7.21
Endowment fund:

amount per fulltime student, 10.14
arbitrage, 10.54–10.60
of colleges and universities, 2.69, 

10.4–10.6, 10.8, 10.9
criticisms of, 10.48–10.60
defi nition of, 10.1–10.3
distributions from, 10.40–10.47
fair market value of, 10.10, 10.11, 

10.15
investment of, 10.32–10.39
management of, 10.16–10.31
reporting as to, 10.7
use of separate subsidiary, 16.25

Excessive compensation:
correction of, 7.36
disclosure of, 7.35
excise taxes on, 7.37
reduction of 7.42, 7.43
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Index             581

Excessive lobbying, 8.12
conversion to other type of 

exemption, 8.14
planning to avoid excise tax on 

lobbying, 8.15
Executive, 7.1, 7.2

as a disqualifi ed person, 7.2
as a Key employee, 7.3
performance of, 7.41

Executive compensation:
disclosure of, 7.31
establishment by board, 7.38
generally, chapter 7

Executive compensation policy, 5.35
Executive session meetings, 5.42
Ex offi cio, defi nition of, 1.28
Expenses, of colleges and 

universities, 2.49
Expenditure test for lobbying:

advantages and disadvantages, 8.22
conversion to other exempt 

entity, 8.20
defi nition of, 8.16
election, 8.17
exceptions, 8.18
excessive, 8.19
IRS form 5768, 8.17
planning to meet test, 8.24
revocation of election, 8.23
self-defense exception, 8.18

Expenditure test for lobbying, 8.6

Faculty: 
defi nition of, 2.25
number, 2.39, 2.40

Federal Election Campaign Act, 9.29
Federal Election Laws, 9.28
Federal Regulation of Lobbying Act, 

8.9, 8.33
Fellow, defi nition of, 2.30

Fellowship, defi nition of, 11.4
Fiduciary, defi nition of, 1.24, 1.27
Fiduciary duties, 5.11, 5.15
Fiduciary responsibility, 1.25
Financial statements, 18.37
Flow-through entity, 16.6
Foreign activities, disclosure of, 17.40
Foreign operations of colleges and 

universities, 2.52, 2.53
Forms:

990, Chapter 17
990, Schedule M, 
990-T,
1023, 3.51–3.61
1023, Schedule B, 3.63–3.67
8282, 18.28–18.30
8283, 

Fraternities, 3.7, 3.8 
Fringe benefi ts:

disclosure of, 7.33, 17.34
fi rst class travel, 7.24
payment of, 7.23
scrutiny of, 7.22

Full and fair exposition test, 2.1, 
2.2, 2.5

Fundraising, disclosure of, 17.41
Fundraising foundations, 2.68, 4.7
Fundraising policy, 5.33
Fundraising regulation:

application for recognition of 
exemption process, 13.22

appraisal requirements, 13.13–13.16
audit practices, IRS, 13.28
and charitable giving rules, 13.4
charitable solicitation acts, 

13.30–13.62
constitutionality of, 13.3, 13.37, 

13.46
disclosure requirements, 13.26, 

13.52, 18.24, 18.26
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582             Index

Fundraising regulation: (continued )
federal government, by, 13.1
other federal law requirements, 

13.27
police power, states’, 13.29
and record-keeping requirements, 

13.5, 13.10, 13.11
reporting rules, 13.23, 13.39
state governments, by, 13.2
substantiation requirements, 

13.6–13.10, 13.12
quid pro quo contribution rules, 

13.18–13.21
unrelated business income rules, 

13.24, 13.25
and watch-dog agencies, 13.62

General partnership:
colleges or universities as general 

partners, 16.50–16.55
defi nition of, 16.38

Gift: 
acceptance of, 12.7
defi nition of, 12.4
non-cash gift, 17.49

Gift acceptance policy, defi nition 
of, 12.8

Good governance principles, 
5.21, 5.46

IRS view, 5.22
Governance:

best practices regarding, 5.46
board of directors or trustees, 

5.1
disclosure of information regarding, 

17.32
generally, Chapter 5
governing body, 5.1
members, 5.2
stockholders, 5.3

Governing documents:
changes to, 5.39, 17.60
disclosure of, 18.38

Governmental unit:
affi liation with, 1.41–1.43
defi nition of, 1.40

Graduate student, defi nition of, 2.29
Grantor trust rules, 12.14
Grass roots lobbying, 8.7
Gross assets of colleges and 

universities, 2.47
Gross revenues of colleges and 

universities, 2.48
Group exemption, 3.68–3.79

Harassment campaign, 18.13
Hard money, political expenditure, 9.24
Hope Scholarship Credit, 11.58, 

11.65–11.69
Housing for executives, 7.27

Income interest:
creation of, 12.62
defi nition of, 12.61

Incorporation, 1.6, 1.11, 16.8
Incorporator(s), 1.10, 16.8
Individuals, multiple roles, 1.19, 

1.20, 9.7
Institution of higher education: 

defi nition of, 2.21
large, 2.36
medium-size, 2.35
small, 2.34
tax law rules, for private 

institutions, 2.63
tax law rules, for public institutions, 

2.64
Intermediate sanctions:

automatic excess benefi t 
transaction, 6.36, 6.37
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Index             583

burden of proof rules, 6.51
and compensation, 6.34, 6.35, 

6.44–6.46
confl ict of interest, defi nition of, 

6.52
control, defi nition of, 6.39
controlled entity, defi nition of, 6.57
correction, defi nition of, 6.60
defi nition of, 6.26
directly or indirectly rule, 6.38
disqualifi ed person, defi nition of, 

6.53, 6.58
disregarded economic benefi ts, 6.43
effective date of, 6.27
enactment of, 6.28
exceptions to, 6.32
excess benefi t transaction, 6.42_
exempt organizations involved, 6.31
for use of rule, 6.41
initial contract exception, 6.66
insurance for disqualifi ed person, 

6.69
intermediary, defi nition of, 6.40
knowing, defi nition of, 6.62
legislative history of, 6.29
and lending transactions, 6.48
limitations period, 6.71
and litigation, 6.76
member of family, defi nition 

of, 6.56
organizational manager, defi nition 

of, 6.55
participation, defi nition of, 6.61
and private foundation rules, 6.74, 

6.75
and private inurement doctrine, 

6.73, 6.75
reasonable cause, 6.64
rebuttal presumption of 

reasonableness, 6.51

reimbursement of disqualifi ed 
person, 6.68

and rental transactions, 6.47
and revocation of exemption, 

6.72
and sales transactions, 6.49
sanctions, 6.59, 6.65–6.67
and scholarship grants, 6.50
substantial infl uence rule, 6.54
tax-exempt organizations, impact 

on, 6.70
transactions involved, 6.33
Treasury/IRS guidance as to, 6.30
willful, defi nition of, 6.63

Internal Revenue Service:
communications by, 1.47
structure of, 1.46

Internal Revenue Service Form 
5768, 8.17.

Investment policy, 5.32

Joint venture(s):
ancillary, 16.61, 16.62
how taxed, 16.36
legal defi nition, 16.34
operating agreement, 16.34
policy, 5.34
reporting, 16.21
structuring of, 16.44–16.46, 16.49
unrelated business income, 16.48
when used, 16.35
whole hospital, 16.58

Key employee, 7.3, 7.4

Lawyers, role of, 1.48, 1.49
Legislation, defi nition of, 8.2
Liability of directors, 5.16, 5.17, 5.18
Lifetime Learning Credit, 11.58, 

11.70–11.74
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584             Index

Limited liability company:
defi nition of, 16.40
how taxed, 16.42
structure of, 16.49
why used, 16.41

Limited partnership:
defi nition of, 16.39
structuring of, 16.56

Loans:
to an executive, 7.29

Lobbying:
by social welfare organizations, 

8.25–8.27
by trade associations, 8.28–8.32
conversion to other exempt 

organization, 8.14
converted to political campaign 

activity, 8.11
defi nition of, 8.1
direct, 8.7
dual character, 8.11
dues deduction, 8.28
distinguish from education, 8.10
excise tax, 8.12, 8.19
expenditure test, 8.6, 8.16–8.24
excessive, 8.12
grass roots, 8.7
limits, 8.4
methods, 8.8
reporting of, 8.33–8.35, 17.38
substantial part test, 8.4

Master’s degree, defi nition of, 
2.32

Methodology test, 2.7– 2.9
Minutes, 5.40
Mission statement, 5.38

Net revenue of colleges and 
universities, 2.50

Nonprofi t organization: 
control of, 1.17
defi nition of, 1.1
form of, 1.4
incorporation of, 1.6
legal standard, 1.21
operating standard, 1.21–1.23
ownership of, 1.16
starting, 1.5
types of, 1.3

Nonstandard contribution, defi nition 
of, 12.9

Not-for-profi t, defi nition of, 1.2

Offi cers:
selection of, 5.43

Open meetings, 5.41
Operational test, 1.34
Operations, change in, 3.27
Organization manager, 8.13
Organizational documents:

disclosure of, 18.38
changes to, 17.60

Organizational test:
in general, 1.33
for supporting organizations, 

4.22

Partnerships:
general v. limited, 16.37
general partnership, 16.38
how taxed, 16.42, 16.57
legal defi nition, 16.37
limited partnership, 16.39
why used, 16.41

Personal expenses:
payment of, 7.25

Personal residence or farm, gift of 
interest in, 12.106, 12.107

Planned giving, defi nition of, 12.60
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Index             585

Policies
Code of Ethics, 5.30
Confl ict of Interest, 5.29
Document Retention, 5.31
Executive Compensation, 

5.35, 7.40
Fundraising, 5.33
Investment, 5.32
Joint Venture, 5.34
Tax-exempt Bond Compliance, 5.36
Whistleblower, 5.31 

Political Action Committee, 9.17, 9.18, 
9.23

Political Action Compliance 
Initiative, 9.27

Political activities:
defi nition of, 9.2
reporting of, 17.37

Political Campaign, defi nition of, 9.9
Political campaign activity:

action organizations, 9.4
contributions, 9.31
defi nition of, 9.1
distinguish from education 

activity, 9.6
individual capacity, 9.7
IRS enforcement, 9.25, 9.26
lobbying treated as, 9.22
participation or intervention, 9.5
prohibition of, 9.3
reporting requirements, 9.32
use of social welfare organizations, 

9.20
use of trade and business 

associations, 9.21
Political expenditure:

approved by organization manager, 
9.12

correction, 9.12
defi nition of, 9.13

excise tax imposed on organization, 
9.12

excise tax imposed on organization 
managers, 9.12

hard money expenditure, 9.24
IRS enforcement, 9.12, 9.14, 9.25, 

9.26
soft money expenditure, 9.24

Political expenditure tax, 9.12, 9.19
Political organization, defi nition of, 

9.16
Political subdivision, college or 

university as, 1.45
Pooled income fund:

advantages of, 12.91
charitable deduction and, 12.66
colleges and universities as 

benefi ciary of, 2.72
defi nition of, 12.66
disadvantages of, 12.92
donor to, 12.88
new fund rate of return, 12.87
property suitable for, 12.86
public charity with respect to, 

12.90
remainder interest benefi ciaries of, 

12.85
trustee of, 12.89

Postsecondary school, defi nition of, 
2.20

Primary purpose test, 1.35
Primary school, defi nition of, 2.17
Private benefi t:

colleges and universities and, 6.6
defi nition of, 6.4
determination of, 6.20
doctrine, current status of, 6.23
and gifts, 6.24
incidental, 6.25
primary, 6.21
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586             Index

Private benefi t: (continued )
private inurement, comparison 

to, 6.5
secondary, 6.22

Private foundation:
defi nition of, 4.2, 6.2

Private foundation status, 4.2, 4.10
Private inurement doctrine: 

colleges and universities and, 6.6
and compensation, 6.8–6.15
defi nition of, 6.1
exempt organizations involved, 6.3
insider, requirement of, 6.2
and intermediate sanctions rules, 

6.16, 6.73, 6.75
loans, 6.17
and rental arrangements, 6.18
and scholarship grants, 11.54
transactions involved, 6.7, 6.19

Private school, 4.5
Private school, defi nition of, 2.15
Professional fundraiser:

defi nition of, 13.42
law applicable to, 13.43

Professional solicitor:
defi nition of, 13.44
fees to, 13.47
law applicable to, 13.45

Propaganda, 2.3, 2.4
Public charity: 

categories of, 4.3
colleges and universities as, 6.4
defi nition of, 6.1

Public charity status, 4.1, 4.3
acquisition of, 4.8
maintenance of status, 4.9
public support test, 4.11
reporting of, 17.35

Publicly supported charity 4.11
donative type 4.12, 4.13

service-provider type 4.14
Public colleges, with charitable rulings, 

1.44, 2.65
Public offi ce, defi nition of, 9.10
Public policy doctrine, 3.9
Public school, defi nition of, 2.16
Publicly supported charity, 4.11–4.17

cessation as, 4.17
donative, 4.12, 4.13
maintaining status, 4.15
service provider, 4.14

Racially nondiscriminatory policy:
disclosure of, 18.33, 18.34
exceptions to disclosure, 18.35

Reasonable: 
defi nition of, 1.26

Reasonable compensation, 7.14, 7.17
Rebuttable:

presumption of reasonableness, 7.18
Recognition of tax exemption:

defi nition of, 3.12
exemptions from, 3.15
procedure for, 3.16

Recordkeeping requirements, 17.62
Registered agent:

defi nition of, 1.7
function of, 1.8
liability of, 1.9

Related organizations:
of colleges and universities, 

2.55–2.59
defi nition of, 2.54
foundations, 3.49
funds, 2.70

Remainder interest:
creation of, 12.62
defi nition of, 12.61

Revenue, 2.48, 2.50
Revenue sharing, 7.16
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Index             587

Ruling: 
defi nition of, 3.20
effective date of, 3.44
issuance in advance of operations, 

3.28
period of effectiveness of, 3.25
reliance on, 3.45

Sale of property:
disclosure of, 18.28, 18.29
disclosure form, 18.30

Sarbanes Oxley Act, 5.19
applicability to colleges and 

universities, 5.20
Scholarship:

candidate for degree, defi nition of, 
11.10

defi nition of, 11.2, 11.3
employer-provided, 11.57
and excess benefi t transactions, 

11.55
and FICA taxes, 11.29–11.32
incidental expenses, defi nition of, 

11.8
and private foundation rules, 

11.44–11.53
and private inurement doctrine, 

11.54
and provision of services, 

11.13–11.28
qualifi ed, defi nition of, 11.6
qualifi ed educational institution, 

defi nition of, 11.9
qualifi ed tuition reductions, 

11.40–11.43
qualifi ed tuition and related 

expenses, defi nition of, 11.7
recipients of, 11.11.39
record-keeping rules, 11.56
reporting of, 17.42

and return requirements, 
11.33–11.36

and state of law, 11.1
tax treatment of, 11.5, 11.11, 11.12

School:
defi nition of, 2.13, 2.14
elementary, 2.18
postsecondary, 2.20
primary, 2.17
private, 2.15
public, 2.16
and racial discrimination, 3.66, 3.67
secondary, 2.19
tax law requirements, 2.14

School district, defi nition of, 2.22
School system, defi nition of, 2.23
School year, defi nition of, 2.24
Secondary school, defi nition of, 2.19
Self-defense exception to lobbying, 

8.18
Separation of parent and 

subsidiary, 16.10
Services, charitable gifts of, 12.10
Social welfare organizations:

conversion to, 8.26
defi nition of, 1.39
lobbying activity, 8.25–8.27
lobbying subsidiary, 8.27
political campaign activity, 9.20
restrictions on lobbying, 8.25

Soft money, political campaign 
expenditures, 9.24

Sororities, 3.7, 3.8
Step transaction doctrine, 12.12
Student: 

defi nition of, 2.27
graduate, 2.29
number in attendance, 2.37, 2.38
undergraduate, 2.28

Student-faculty ratios, 2.42
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Students, number in attendance at 
colleges and universities, 2.37, 
2.38

Subsidiary(ies):
accumulations of income, 16.29
common uses, 16.16
control of, 16.7
endowment, 16.25
for lobbying, 8.27
for-profi t, 16.3
liquidation of, 16.20
parent control and powers, 16.12
payments to parent, 16.19
public charity status, 16.24
reporting, 16.21, 16.22
separation from parent, 16.10
supporting organization, 16.30
tax-exempt, 16.27
transfer of funds, 16.28
wholly-owned, 16.1, 16.2

Substantial part test for lobbying:
defi nition of, 8.4, 8.6
exceptions, 8.10
excise tax, 8.12
reporting of, 8.34

Supporting organization:
of colleges and universities, 2.67, 

2.69
defi nition of, 4.18
gifts to, 4.45
loans by, 4.46
mandatory distributions of, 4.43
organizational test, 4.22
payments by, 4.46
reimbursement of expenses by, 4.47
structured as a subsidiary, 16.30
types of, 4.20

Supporting organization, 4.18
control test, 4.30
election of directors of, 4.38

functions of, 4.31
identifi cation of, 4.31
integral part test, 4.29
notifi cation requirement for, 4.27
number of permissible, 4.33
operational test, 4.23
organizational test, 4.22
oversight by, 4.41
qualifi cation as, 4.21
responsiveness test, 4.28
types of, 4.20

Supporting organizations, 4.18–4.47
control test, 4.30
election of directors of, 4.38
functionally integrated Type III, 

4.25
functions of, 4.31
integral part test, 4.29
nonfunctionally integrated Type III, 

4.26
notifi cation requirement, 4.17
operational test, 4.23
organizational test, 4.22
relationship test, 4.24
responsiveness test, 4.28
types of, 4.20

Tax-exempt bond compliance policy, 
5.36

Tax-exempt bond fi nancing:
policy on, 5.36
reporting of, 17.44

Tax-exempt educational organization, 
3.5

Tax-exempt organization:
application for recognition of 

exemption, 3.11, 3.13, 3.14
becoming one, 3.10
categories of, 1.39, 3.4
colleges and universities as, 1.44
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Index             589

defi nition of, 3.1, 3.2
in general, 3.1, 3.2
meaning of, ___

Tax exemption: 
annual fi lings, lack of, 3.50
recognition of, 3.12
retention of, 3.46
retroactive revocation of, 3.48
revocation of, 3.47
taxes covered, 3.3

Term limits, 5.24
Trade association:

deductibility of dues for lobbying 
and political activity, 8.29

exceptions to proxy tax, 8.31
lobbying activity, 8.28–8.32
political campaign activities, 9.21
proxy tax, 8.30

Trusts, 1.14
Tuition rates, 2.43–2.46

Ultra vires act, defi nition of, 1.29
Undivided portion of interest in 

property, gift of, 12.106, 12.108
Unincorporated associations, 1.15
University, defi nition of, 2.12
Unrelated business rules:

and advertising income, 15.1–15.6
affi nity card income, 15.35
bartering activities, 15.53
bingo games exception, 14.28
bookstore operations, 15.56
broadcast rights income, 15.33
capital gain, 14.30
catalog sales, 15.28
catering services, income from, 

15.48
charitable contribution deduction, 

14.23
and commerciality, 14.10–4.12

computer services, income from, 
15.51

conference center operations, 15.45
controlled organizations, payments 

from,14.35, 14.42, 15.60, 15.61, 
16.19

copyrights, income from, 15.43
and corporate sponsorships, 

15.7–15.15
credit card promotions, 15.50
and disregarded entities, 14.43
exclusive use contracts, income 

from, 15.40
expense allocations, 15.62–15.64
exploitation of exempt functions, 

15.52
exemptions for activities, 

14.24–14.28
exemptions for income, 14.24, 

14.29–14.35
fl ow-through entities, 14.43
food services, income from, 15.49
golf course operations, 15.57
hotel operations, 15.44
Internet sales, 15.29
limited liability company income, 

allocations of, 15.58
logos, income from use of, 15.37
mailing list rentals, 15.36
net losses, use of, 15.65
oil and gas operations, 15.38
parking lot operations, 15.54
partnership income, allocations of, 

15.58
patents, income from, 15.42
power generation activities, 15.55
property sales, 14.30, 14.31
rationale for rules, 14.4, 14.5
regularly carried on requirement, 

14.13–14.17
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Unrelated business rules: (continued )
related business, 14.3
related parties, expenses paid to, 15.66
rental income rules, 14.32, 

15.16–15.27, 15.36
reporting of, 17.50
research exclusion, 14.25, 15.41
restaurant operations, 15.46
royalty exclusion, 14.33, 14.34, 

15.34, 15.35, 15.38, 15.39
S corporation income, allocation of, 

15.59
services, provision of, 15.47
substantially related requirement, 

14.18–14.21
substantiation rules, 15.67
and tax-exempt status, 14.1, 14.2
trade or business requirement, 

14.6–14.12

trade names and secrets, income 
from, 15.43

travel tours, 15.30–15.32
unrelated business, 14.3
unrelated business income tax, 

computation of, 14.22
unrelated business income tax, 

reporting of, 14.44
unrelated debt-fi nanced property 

rules, 14.35–14.41
volunteer exception, 14.26

Unrelated use of contributed property, 
12.34–12.36

Use of property, charitable gift of, 
12.11

Voter education, 9.6

Whistleblower policy, 5.31
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