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UNITED STATES GENERAL ACCOUNTING OFFICE 
WASHINGTON, D.C. 20546 

MARCH 29,1985 

The Honorable Daniel Rostenkowski 
Chairman, Committee on Ways 

and Means 
House of Representatives 

Dear Mr. Chairman: 

Subject: Statistical Data on Tax-Exempt Orqanizations 
Earninq Unrelated Business Income (GAO/GGD-85-43) 

This report responds to the interest expressed by represent- 
atives of the Subcommittee on Oversight, House Committee on Ways 
and Means, for information on tax-exempt organizations earning 
unrelated business income (UBI). Given your Committee’s interest 
in the USI issue, they suggested we provide this data concurrently 
to you. 

Certain organizations are granted tax exemption because they 
engaqe in socially desirable activities. If, however, these 
organizations qenerate income not substantially related to their 
tax-exempt activities, a tax is generally imposed on that income. 
This income is commonly referred to as UBI. 

The data presented in this report was developed for fiscal 
years 1982 and 1983 and primarily focuses on UBI tax returns filed 
by tax-exempt organizations and UBI tax examinations performed 
nationwide by IRS. Enclosure I contains a listing of the cate- 
gories of tax-exempt organizations which are subject to the UBI 
tax under section 501(c) of the Internal Revenue Code. Enclosures 
II through IX present statistical data on the extent of URI tax 
return filing activity and IRS examination coverage and on the 
results of IRS’ LIB1 tax return examinations. 

We obtained the data used in this report from IRS’ Audit 
Information Manaqement System for fiscal years 1982 and 1983 and 
from IRS’ Exempt Organizations’ Business Master File, We did not 
test the validity of this data. We did, however, provide the 
enclosures to IRS officials for their review and comment. These 
officials agreed with the data presented. 
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As agreed with the requestors, we will make the report avail- 
able to IRS and other interested parties at the same time you 
receive the report. We hope you will find this information useful 
in carrying out your oversight responsibilities in the tax-exempt 
area. If you have questions OK desire further explanation of this 
data, please contact Johnny C. Finch, Senior Associate Director, 
on 275-6407. 

Sincerely yours, 

William J. Anderson 
Director 

Enclosures 
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aCLOSURE I ENCLOSURE I 

CATEGORIES OF TAX-EXEMPT CRMNIZATIOHS SUBJECT TO THE 

UBI TAX UNOER SECTION SOl(r ' OF THE lNlERNA1 REVENUE CCQE 

!kct 1on 

501(c) Catagory of Organlzatlon 

(2) 

(4) 

(5) 

(61 

(7) 

(6) 

(9) 

(10) 

(11) 

(12) 

(13) 

(14) 

(15) 

116) 

(17) 

(1s) 

119) 

(20) 

(21) 

(22) 

(23) 

Corparatlons organlred under an act of Congress 

Tltloholdlnq corporations for exempt organizations 

Rellglous, charttable. educational, etc. 

organ1rati0nsa 

Civil leagues, aoclal *elfarc arganlzatlons, al-d 

local assoclatlons of employees 

Labor, aqrlcultural, and horticultural 

orqanizat ions 

Euslness leagues and chambers of collllll~r~e 

Swlal and recreational clubs 

Fraternal beneficiary socletles 

Voluntary employee's beneflclary assoclatlons 

Domzstlc fraternal societies 

Teachers' ret Irewent fund dssoc I at lona 

Benevolent life Insurance associations, nutlral 

ditch or lrrigatlon companies, mutual telephone 

rompanlos, etc. 

Cemetery companies 

Credit unions 

Mutual. insurance companies 

Corporations to finance crop operations 

Employee funded penslan trusts 

Veterans organfzarlons 

Prepaid legal service funds 

Black lung benefit trusts 

Employer liability trusts 

veterans insurance assoclatlonsb 

aThe section 5Ol(c)l3) category encompasses private foundations 

and organltatlons organized for reilgious, charitable, educa- 

tlonal, Literary, scientific, and other purposes. 

bThls category was added after our study rns done. 



IJBI ACTIVIT', BY StCT:CM 501(c) 

FISC4L VtAR 1983 ~__ 

Entities in 

each ocqani- 

ration cate- 

Categories of Nun&r of gory a5 d 

tax-exempt 

organIzationsa 

501(c)(l) 

(c)i21 

(c)f31 

(c)i01 

(c)(5) 

(C)(6) 

(C)(7) 

lc1(0t 

(c)f91 

(c)~lO, 

Cc)Cil) 

(c)(12) 

(c)(13) 

(c)(14) 

(c)(15) 

(c)(16) 
(c)(17) 

(c)(18) 

(c)(19) 

(c)(20) 

(c)(21) 

(c)(22) 

(c)(23) 

Total 

entitles by 

xtegoryb 

w 

5,377 

112,416C 

121,5H* 

74,4l'i 

49.045 

50.14'1 

75,02!1 

6,934 

15,OZJ 

10 

5.002 

6.326 

5,509 

966 

22 

751 

21,076 

113 

12 

-O- 

-O- 

751,818 

percent of 

total entItles 

(d) 

.7 

41.6 

lb.2 

9.9 

6.5 

6.7 

10.0 

1.2 

2.0 

Cdl 

.7 

.6 

.7 

*l 

(d) 

.l 

(d) 

2.8 

(d) 

(d) 

-o- 

-CL 

103.0 

Total nr~mber of 

entitles in each 

orgdnlrdtion 

category required 

to file 81 LEI 

tax return@ 

;I 

341 

A. II3 

2,609 

1,6R6 

2.605 

4,078 

1,443 

226 

214 

-I).. 

?b9 

1~0 

92 

23 

-0. 

-D- 

1.0X3 

-0. 

-O- 

-G- 

23,000 

Percent of Percent of entities 

total entities In each category 

required to file required to file 

d UBI tax return a La1 tax return 

(d) 

1.7 

35.3 

11.3 

7.3 

11.3 

17.7 

4.3 

1.0 

1.2 

-o- 

1.2 

.6 

.4 

.l 

-O- 

(d) 

-O- 

4.6 

(dl 

-a- 

-o- 

-O- 

100.0 

4.5 

7.1 

2.6 

2.1 

2.3 

3.3 

0.1 

1.9 

2.5 

1.8 

-O- 

5.4 

2.1 

1.7 

2.3 

-o- 

.7 

-O- 

5.0 

.9 

-O- 

-a- 

-O- 

3.1 

===ze=; 

%her tax-exempt organlrations, such aa farmer cooperatives, are categorized Ln Internal 

Revenue Code sections other than 501(c) and are qeneraliy not subject to U3I tax. 

b~nber of entltles by tax-exempt category approved for tax-exempt status listed on IRS' Exempt 

Organizations’ Master File as of Septetier 30, 1933. 

'This figure is probably conservative. Churches, for example, do not have to apply for formal tax-exempt 
status, and ln other cases., approval my be granted to d central arganlzatlon tiich may have many 
subordinate units approved under its uabrella. 

dRepresents less than d tenth of 1 percent. 

%umber of entities rewired to file d U3I tar. return listed on IRS' Exenrpt OrganizatIona 

Master File as of November 1983. 



OVERVIEW OF !JBI TAX EXAMINATION 

RATE BY CW4NIZATION CATEGORY 

ln 

Categories of tax- 

exempt organizations 

501(c) (2) 381 

SOl(c~(3) 

501(c)(4) 

501(c)(5) 

501(c) (6) 

501(c) (7) 

501(c) (8) 

8,113 

2,609 

1,686 

2,605 

4,078 

1,443 

timber of organizations 
required to file a U?I 

tax return 
as of November 1983 

SOI(C 2,085 

Tota I 23,000 
-------- _ _ _ - - - - - 

Total 
number at organ! zations 

exami neda 

FY 1982 FY 1983 

39 

538 

205 

161 

379 

559 

147 

158 

2,186 
__---- - ____-__ 

23 

460 

148 

175 

416 

639 

162 

104 

2,127 
======I 

Percent of total 

Percent of each 

organization category 
orqanlzations examined examined 
FY 1982 FY 1983 FY 1982 FY 1983- -- -- 

1.8 1.1 10.2 6.0 

24.6 21.6 6.6 5.7 

9.4 7.0 7.9 5.7 

7.4 8.2 9.5 10.4 

17.3 19.6 14.5 16.0 

25.6 30.0 13.7 15.7 

6.7 7.6 10.2 11.2 

7.2 4.9 7.6 5.0 

100.0 100.0 9.5 9.2 
__----- ------- ------ 

aFor purposes OF this presentation, an organization was counted only once regardless of how many of an organization’s 

returns were examined. Enclosure IV presents examination rates In terms of the nunber of returns examined. 

.-;_ . -_- - _.^ 
I . .  , ,  

. - , .  
_-_ 

- - , , -  
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ENCLOSURE IV ENCLOSURE IV 

NJMBER OF tJBI TAX RETURNS 

EXAMIFEO FOR 

FISCAL YEAR 1982 AN) 1983 

Categories of tax- 

lota 1 

number of returns 

exam1 neda 
exempt organizations FY 1982 

501(c)(2) 49 

501(c)(3) 734 

501 (c) (4) 348 

501(c)(5) 212 

5Ollc) (6) 506 

Icl(7) 824 501 

501 

501 

Not 

(c)(al 197 

(c)(l),Ic)(Y)-(23) 199 

Identiflableb 36 

Total 3,105 
------- ___-___ 

FY 1983 FY 1982 FY 1983 

32 1.6 1.1 

642 23.6 22.0 

211 11.2 7.2 

210 6.8 7.2 

554 f6.3 19.0 

910 26.5 31.2 

209 6.3 

6.4 

1.2 

99.9c 
--2-e- ------ 

7.2 

145 

-o- 

2,913 
------- 

5.0 

-o- 

99.9 
_--a--- ------- 

Percent of total 
returns examined 

aThe number of returns examlned exceeds the number of organizations 

examined as reported in enclosure III because more than one return 

was examined for some organizations. 

bThese represent examined returns for which we were unable to ascertain 
the organization category. 

'Figure does not add to 100 percent due to rounding. 



!zxlamu OF ADDITIOmL TAX AH) 

PElWTYAECOMKWUrWlEKMIMTIDN 

FOR UHELATED EUSINSS ItCOW 

FOR FISCAL YEAR 1982 Aa 1963 

FY 19AJ FY 1982 

Mditlonal tar and Tax 

penalty ret-nded retunda 

S 62,917 323,699 

195,657 56,059 

8,620,383 120,013 

1,961,147 153,851 

567,751 73,07J 

1,926,994 29,752 

1,169,130 2J,O7.3 

155,306 25,726 

345,922 56,226 

515,005,207 Sa62,277 
_-_--_-_--_~ :====:=== 

Net Tar 

reconmnded 

cat;gor1er of tax- 

exslpt organlzdtIons 

5.01(c)(2) 

Ml(c)(J) 

private foundation 

501(c)(J) 

other organltatlon 

501(c)14) 

501(c)(5) 

501(c)(6) 

501(c)(7) 

501(c)(8) 

Total 

Percent or total Addltlondl tax and Tar t&t tar Percent or tatat 

net tax ret-nded penalty ret-nded refunda recommended tar ret-nded 

Cl.81 

1.0 

286,947 $ 284,832 

23,126 

2,115 

14,385 8,741 

2.0 

.I 

$ <260,782> 

138,798 

8,5Oo,J70 60.1 2,896,449 61,438 2,835,Oll 27.3 

12.8 1,071,135 l,BO7,296 19,318 1,051,817 10.1 

494,678 J.5 20,993 20,656 3J7 Cb) 

t,.997,242 lJ.4 2,54l,JO7 73.253 2.468.054 23.8 

1,146,052 8.1 1,498,554 128,935 1,369,619 13.2 

129,580 .9 

2.0 

10o.o 

905,611 29,152 876,459 8.5 

289,696 1,439,JlO 12,778 1,476,5J2 14.2 

$J62,030 
~----_-~ -__-_-_ - 

$10,371,4D2 $14,142,930 

===========I 

$10,733,4J2 100.0 

%presents taxpayer refund3 paid, 

bRePre.ents less than a tenth of 1 percent. 

-_- .” I _--“--,- .” ._. ., -~ -- 



WYSZS ff 0131 TAX REW7N EMNlEHtION 

RESlktS BY EXEWT OR~NZZATION CAKCOAV 

FOR FIXAL YEAR 1982 

Categories of tax-exempt 

orqanl rations 

Returns rlth a refund or Returns l lth no rerund or 

tax and penalty reconwnded tax ad pena)ty recommded 

Dellnqwucnt return 

Tax change to Tax rcconnded on lb chanqe to a tbntax change to WI thwt tar Total returns 

a Illed return a dcllnquent rtturn’ Subtotal f 1 I cd return a fl I cd returnb -rccomendedc Subtotal eramtnal ~. 

501(c)(2) 

nunbcr ot returns 

percent of 501(c)(2) returns 

18 5 LJ 20 3 

36-7 10.2 46.9 40.8 6.1 

I 26 49 

6.1 5J.0 100.0 

501(c)(3) 

nunber ot returns 

percent of Ml(c~(Jl returns 

209 

28.5 

28 2J7 200 160 137 497 734 

J.6 32.2 27.2 21.8 18.7 67.7 100.0 

501(c)(4) 
rndxr ot returns 

percent Or 501(c)(4) returns 

110 69 179 60 43 66 169 348 

31.6 19.8 51.4 17.2 12.4 19.0 48.6 100.0 

501(c)(5) 

her of returns 

percent of Sol(c)(S) return) 

71 4 75 63 47 27 137 212 

33.5 1.9 35.4 29.7 22,L 12.7 64.6 100.0 

501(e)(6) 

ncrbsr or returns 

percent ot Ml(c)(G) returns 

144 31 177 117 117 95 129 506 

2a.s 6.5 35.0 2J.l 23.1 18.8 65.0 100.0 

501(c)(7) 

lnmbcr or returns 

percent of 501(c)(7) returns 

371 60 439 149 158 70 385 824 

45.0 8.3 53.3 18.1 19.2 9.5 46.7 100.0 

501(c)(B) 

mdbtr of returns 

percent of 501(c)(6) returns 

65 18 83 21 50 43 

JJ.0 9.1 b2.1 10.7 25.4 21.8 

114 

57.9 

197 

*--.- I_- -.-. .-- .- 



Categories of tar-erapt 

orga”lzatlo”a 

5ol(c~(l),(c)(9)-(23) 

nuber of rttkwn5 

pErcent or Ml (c)(l) 

(c)(9)-(23) returns 

unldcntlffed 
.-xdMx of return5 
Qercent 07 unIde”tlC!ed return5 

Tnta I 
Q nuber of return5 

percent or all retUrn, 

Returns with a refund or 

tax and penalty recolended 

Tar change to 

a filed return 

Tar rcc -ded on 

a delinquent return’ 

71 23 41 23 41 105 199 

35.7 11.5 20.6 11.6 20.6 52.8 loo.0 

SubtotaI 

94 

47.2 

36 

100.0 

1343 

43.3 

36 36 

lw.o loo.0 

1095 248 671 601 490 1762 3105 

35.3 6.0 21.6 19. I 15.8 56.7 100.0 

11=====9 z=====: :==i==iii - - _ - - - _ - z===i=ii ~=====i; 

DC1 inqucnt return 

tb change to a tbntan change to r1thout tax Total returns 

flied return a (Iled returnb rIXWlU”dedC Subtotal exarlned 

‘These delinquent returns reprem”t organlzatlons ~hlch IRS found during exanlnatlon that were required to fllc a @IT tar return but had “at. These returns Involved 

a recoanended tax assessment. 

‘JThsse returner reported the cwrect ta* IlabilIty, but a regulatory nonconpllance condltlon was found. This could include fIll”g under a” Incorrect tan-exmpt 

organlzatfon category or Clllng a” fncampletc return. 

‘These returns represent organizations rhlch IRS round during exami”atlon that were required to flit a UBI tax return but had not. These returns dld not involvr d 

ret-nded tax assessment. 

dw e could wt axertaln the arganlratlon category for these cramlned returns. 

Returns with MI refund or 

tax and penalty recamnded 



WlLOLal --- .- 

23 

71.9 

IhO 

74.9 

449 

Ml.4 

64.’ 

1nn.n 

7-11 

Inn. 0 

74 

11.4 

16 49 

17.1 ?J.? 

107 

51.1 

171 

64 I 

54 

15.7 

RH I5 

4t.9 16.7 

76 

14.1 

$74 118 

11.4 21.1 

170 

h6.R 

I42 112 

15.6 17.3 

Ill4 

w.7 
110 

14.3 

142 

61.9 
33 

15.11 

II x3 

j4.l-I 1R.Z 

----.-. _. I 



Categories of tax-exwt 

orgdnlldtlons 

5011c)(l).(c~(9~-(23) 

nulber or returnS 

percent of 501(c)(l)* 

(c)(9)-(23) return 

Total 

nurbcr or returns 

percent or all returns 

Returns with a refund or 

tax and penalty r-d 

Tax change to Tan ret-nded on 

a fflcd PCtUCn a dcllnquent mutIP ~totdl 

52 13 65 26 33 21 80 145 

35.8 9.0 44.8 17.9 22.8 14.5 55.2 liw.0 

921 ZMI 11e9 512 712 500 1724 2913 

31-6 9.2 40.0 17.6 24.4 17.2 59.2 100.0 

======i= _--_--- - J=Ei==l= 

Returns l lth no refund or 

tm md pemrlty ret-dcd 

Ql hqucnt return 

I40 chmpe to d Nontar change to rlthmbt tax rarr1 returns 

filed return a Clled returnb rC-dC?& Subtotsl eXallled 

aTherc delinquent returns represent organiratlms which IRS found during exanlnatlon that were required to fllt d lsl tax return but had not. These returns 

involved a ret-nded tax dssessamnt. 

bThese returns reported the correct tax Ilablllty, but a regulatory nooc~llance condltlon was found. This could Include filing under a” 1ncorrecL tax-ex.mpt 

arganlratlon category or filtng an lnconplete return. 

‘These returns represent organizations nhlrh IRS found during exanlnatlon that “ere required to file 1 IBI tax return but had not. These returns dld nat involve d 

reconnended tan assessment. 

dWe could not ascertain the organlrdtlon category for these examined returns. 

- 



23 

nn.0 

8 

N.8 

2 

8.7 

54 

22.e 

a 

to. 1 

30 12 

f6.8 6.7 

33 

44.0 

6 

6.0 

25 

14.1 

22 

12.5 

a 65 

6.8 14.8 

30 

36.1 

n 

39.4 

m 

12.0 

lo 

Xl.6 

3 

13.0 

2 

1.7 

3 

13.0 

2 2 

8.7 a. 7 

1 

e-4 

1Q 19 29 28 16 8 16 17 237 

5.9 11.0 $2.2 11.1 6.7 3.4 6.7 7.2 93.9 

19 27 w 22 12 2 3 6 lip 

?0.6 15. I 19.0 12.3 6.7 1.1 1.7 3.3 WI.0 

I 

9.3 

22 

12.4 

gs 

11.6 

3 

3.6 

4 

4.3 

lo 

w.3 

5 

6.7 

3 

4.0 

2 2 

?.7 L.? 

k 

5.3 

Is 

100.0 

22 31 8 4 6 w 4 177 

12.11 17.5 5.5 2.3 3.4 7.9 2.3 p9.9 

58 86 53 16 13 9 5 493 

11.2 19.6 9.8 3.6 3.0 2.1 1.1 ml.0 

M 

12.1 

lo b 

12.1 4.8 

5 

6.0 

12 

12.1 

11 7 

13.a 7.4 

1 1 

t.1 1.1 

5 2 

5.) 2.1 

12 

5.1 

12 

6.? 

3 

4.0 

19 

lo.7 

Y) 

1l.I 

11 

13.3 

2 

2.1 

.- . .= 
__I- _.-_ 
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ENCLOSURE VIII ENCLOSURE VIII 
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3 

1). 3 

48 

23.6 

15 

14.7 

11 

,1. J 

17 

;0.1 

i-4 

4.6 

.!I 

J1.J 

22 

3 1 1 

13.1 11.1 11.1 

7 

3.4 

12 

11.8 

7 

21.2 

7 

J.B 

58 

11.0 

J 

4.5 

2 

3.1 

99 

LL.1 
Gi 

11 1J J3 21 5 6 19 

5.4 6.4 16.J 10.) 2.5 LO 9.4 

11 

10.8 

IY 7 3 2 j J 

18.6 6.9 2.9 2.0 2.9 2.4 

5 

15.2 

11 

to. a 

1 

J.0 

19 

10.1 

79 

15.0 

8 

11.9 

7 

10.8 

1% 

11.6 

2 

6.1 

2 

6.1 3.0 

2.2 

12.0 

35 

lY.0 

18 

9.8 

5 

2.7 

2 

1.1 

4 

11.8 

105 62 Y 14 Jl 

19.8 11.8 6.1 2.7 5.9 

4 

6.0 

10 6 1 2 4 I 

J4.9 8.9 1.5 3.0 6.0 4.5 

6 

9.2 

lo 1 J 

15.4 1.5 4.6 

121 

la.2 

-= 

215 

l8.t 
^____= 

118 50 

9.9 4.2 

26 

2.2 
w; 

xl 

18.7 

16 

15.7 

4 

12.1 

22 

12.0 

53 

11.0 

5 

7.5 

12 

18.5 

155 

13.0 

Il., 

1.0 

9 

4.9 

tl 

4.9 

.z 

1 

J.l 

.% 
5.6 

.a 
1.7 
;.; 

I__- _-.- “” _I. .=. -._ -.=-_ --_ .= ,̂ 
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