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Tax-Exempt Organizations

Concept of charity

= Historical Considerations
British Common Law

= Private Inurement
Private Benefit

= Public Policy

Reducing the burden of government

= Constitutional Protections

Freedoms of religion and association
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Tax-Exempt Organizations i/
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THE HUMANE SOCIETY

OF THE UNITED STATES

REALTOR®

P e
v Big Brothers Big Sisters

Planned
Parenthood
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Tax-exempt charitable organizations
Orgs eligible to receive charitable contr.
Social welfare organizations

All tax-exempt organizations

Nonprofit organizations

All organizations in U.S. society
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Unrelated Business Income
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Unrelated Business Income
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Unrelated Business Income

Federal

= Form 990-T, Unrelated Business Income Tax Return, when
gross receipts from an unrelated business are $1,000 or more

= Form 990-T is available for public inspection

State

= (Certain states impose a tax on UBI generated

= Additional tax filings may be required

Penalties
= Failure to file

= Failure to pay estimated tax payments

= Late payment of tax

= |nterest
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Current Concerns

Exempt organizations are under scrutiny!

Scrutiny by whom?
» |RS and Treasury

= Congress, Senate Finance Committee, House Ways & Means
Committee

= States’ attorneys general
= Media

= Donors

= Unions

= Whistleblowers
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Current Concerns

Why the scrutiny?
= Perception of abuses by exempt organizations

= Tough economy and searching for additional sources of tax
revenue

= Perceived need for closer oversight of exempt organizations
= Declinein public confidence
= Prohibited political activity

= EXcessive executive compensation
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Current Concerns

= Approximately 11,500 IRS examinations of exempt
organizations in 2010

= Revocation of exemption for 300,000 organizations
for failure to file Form 990 for 3 years

= National Research Program — Study of Employment
Tax Returns

= Consumer Credit Counseling Project
= Down Payment Assistance Project

= Executive Compensation Compliance Initiative:
Loans Project

= Governance Check Sheets
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Current Concerns L

= Political Activities Compliance Initiative

1.Exempt organization distributed printed documents
supporting candidates.

2.Church official made a statement during normal services endorsing
candidates.

3.Candidate spoke at an official EO function
4.0rganization distributed improper voter guides or candidate ratings.
5.0rganization posted a sign on its property endorsing a candidate.

6.0rganization endorsed candidates on its website or through links on
Its website.

7.0rganization official verbally endorsed a candidate.
8.0rganization made a political contribution to a candidate.

9.0rganization allowed a non-candidate to endorse a candidate during a
speech at the organization function.
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Ar@ Nonprofit Organizations

Jeffrey Schragg, Exempt Organizations Practice Leader
jschragg@argy.com
703.770.6313

Leslie Pine, Audit Partner David Trimner, Tax Partner
lpine@argy.com dtrimner@argy.com

703.770.6334 703.770.4450

Maili Montgomery, Audit Principal Lori Collingsworth, Tax Senior Manager
mmontgmery@argy.com Icollingsworth@argy.com

703.770.6322 703.770.6393

These materials have been created by and belong solely to Argy, Wiltse &
Robinson, P.C. Tax advice contained herein is not intended or written to be used
and cannot be used for the purpose of avoiding tax-related penalties that may be

imposed on the taxpayer. Argy, Wiltse & Robinson, P.C. is not rendering legal
advice and assumes no liability whatsoever in connection with its use.
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