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Are Universities and Colleges Exempt
from Federal Income Taxation?
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The vast majority of public and
private universities and colleges are
tax-exempt entities
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“corporations, and any community chest, fund, or
foundation, organized and operated exclusively for
religious, charitable, scientific, testing for public safety,

literary, or educational purposes...” (IRC Section
501(c)(3))

-

Educational purposes—
purposes that the federal government recognized as

fundamental to fostering the productive and civic
capacity of its citizens.
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Which Income is Tax Exempt?

Income from activities that are substantially

‘ related to the purpose of an institution’s tax
. exemption.

‘ Charitable contributions received

‘ Investment income
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Facility
Rental ?
Income generating
activities that is NOT
Sports related to the educational
Events ? mission of the institution?
Ads on
Campus
Properti
es’?
TAXABLE !
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UBI Questionndire (provide dept. comments, if desired):
Describe the business activity:

Dept. Comments

Are you seling goods or providing services that generate revenue?

If yes, who are the purchasers of the goods or services? Please be specific.

Does your sales price or service fee vary depending on the customer?

Is the activity conducted on a "regular” basis? (i.e., year-round, seasonal, etc.)
Is the activity conducted with a profit motive?

Is the activity substantially related (a causal relationship exists) To
accomplishing the mission of the University?

Do you receive federal or state funding to support the activity?

Do you receive funding from research grants to support the activity?
Are UF students participating in the activity as part of their educational
experience?

Ifyes to #8, are the UF students receiving course credit?
Do UF faculty or staff participate in the activity, assisting in the overall
accomplishment of the exempt purposes of the University?

Does the activity involve seling donated goods?
Do you have volunteers (students or non-students) who participate in the
activity?

persondl propery?
Does the activity generate revenue from the sale of commercial
advertisements (or underwriting) in a University publication?

Based on the UBI Guidelines and this Questionnaire, are you classifying the business
activity described abowve as unrelated and reporting it on the UBI Certification®
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Purpose

Description of Use

Unrelated

Income

Educational 1

Educational conferences and seminars conducted by University, academic or
administrative departments, or officially recognized student, faculty, alumni or
staff organizations

Educational conferences and seminars conducted by non-University groups but
sponsored by the University, academic or administrative departments, or officially
recognized student, faculty, alumni or staff organization

Community &
Economic
Development

Non-University athletic events (e.g. national swimming championships, racing,
Colts, Pacers)

Conferences or seminars held by non-affiliated commercial business or
association or military groups

Personal or recreational use by members of the general public (including alumni
and spouses and children of students or University employees)

Non-University social events if regularly conducted (e.g., wedding receptions,
anniversary parties, banquets by outside groups)

Sale of memberships in, or entry to, recreational facilities to members of the
general public or alumni
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Taxation for UBIT

* Income from UBIT is Taxable
* UBIT expenses is deductible:

— if it is allowable as a business deduction under the
tax code —i.e., all the “ordinary and necessary”
business expenses

— If it is directly connected with the carrying on of
the unrelated trade or business (sometimes
allocation is needed)
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Other Tax Liabilities

e Endowment?
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Tax on Endowment?

* Universities maintain endowments to directly
support their activities as institutions of
higher education

* Generally, endowment fund earnings are
exempt from federal income tax
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A Tax on Endowments Became Law. But
Congressmen and Colleges Are Still
Fighting It.

By Adam Harris | MARCH 08,2018
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Endowment Tax

* The 2017 tax revision imposes a new 1.4% excise tax
on the net investment earnings of certain college and
university endowments.
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Other Tax Liabilities

e Sales Tax?

For example, in Indiana, sales of tangible

personal property as part of a proprietary
activity by public university are subject to sales

tax.
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Other Tax Liabilities

* Universities are subject to withholding taxes, such
as Payroll Taxes
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Other Country Example?

 Malaysia

— Public university is viewed as a government
statutory body whose main activity is in education
and whose motive is non profit.

— In general, universities revenues are non taxable
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IELGENEY A

* Are public universities expected to support
government mission?

* Public universities, however, involve in various

revenue-generating activities. Should they all be
exempt from taxes?

* The needs for detail documentation and reporting.
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