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Person to Contacl:
Kathy Masters #31-04078
Customer Seivice Representalive
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Date: Oclaber 4, 2001

University of Wisconsin
% Debra Holm B 7-820.5500
750 Universily Ave, Room 48 Fax MNupnbor:
Madison, Wi 53706-1411 518-283.3758
Federal ideniification Number:
38850084582

Dear Sir or Madam:

This responds fo your request for Information conceming your organization’s federal tax siatus,

Our records Indicate thal your organization may be s governmental instrumentality or a political
subdivision of g slate.,

No provision of the Intemnal Revenue Code imposes a tax on the inceme of govermnmental unlis
{such as states and their political subdivisions), Therefore, it has been the position of the
Service that income of governmenial unils is not geherally subject lo federal incame taxation.

B Ly

if, however, an enlity is not itself a govermmental unlt (or an “Integral part” thereof), its income
will be subject to tax uniess an exclusion o exemption applies. _

One axclusion is provided by section 1151} of the Code, which excludes from gross income:
(A} Income derived from the exercise of any essential govemmental function,

and
{8 Income accruing toa state or poiitical subdivision,

Your organization’s income may not be subject to tax, either because the organization s 2
gavermnmental unit (or an "integral part” thereof), or becayse the Income is excluded under
swoilon 118, I addition, your organization may aiso Be eligible to receive charitabile
contfibutions, which are deductible for federal income, estate, and gift tax purposes. Also, your
organlzation is probably exempt from many federal excise faxes.

Your organization may oblain a letler ruling on It status under section 115, following tha
procedures spedified in Rev. Proc. 2000-4 or its successer, Your organization must also paEy 3
user fee s described in Rev. Prog Z000-9 or lis succassar

Your organization may slso gualify for exempiion from federal income o 35 an organization
described In section 507(c)(3) of the Ceode. ¥ the organization is an eniily separate from the
state, county, or municlpal government, and if it doés not have powers or purposes
inconsistert with exemplion (such as the power to 18X of to exercise enforcerment of regulatory
powers), your erganization would qualify under sectlon 501(c)(3). To apply for exemption,
complete Form 1023 and pay the requirad user fes.
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Sometimes govemmenial units are asked to provide proof of their status as parl of a grant
application. If your organization is applying for a grant from a private foundafion, the
foundation may be requesiing certain information from youe organization because of the
restrictions imposed by the Code on such foundations. One such restriction imposes a {ax on
private foundaiions that make any "taxable expenditures.” Under section 4845(d) and () of
the Code, “taxable expenditures” include (1) any grant to &n organization (uniess excepled),
unless the foundation exercises “expendiiure responsibility” with respest to the grant; and (2)
any axpenditure for non-charitable purposes. Under seciion 4842 of the Code, private _
foundations must also distribute cerfain amounts for chariiable purposes sach year--"qualifying
Alstributions™—or incur @ tax on the undistibuted amount. “Qualifying distributions” include

cettain amounts paid to sccomiplish charitable purpeses.

Privata foundation grants to governmental units for public or charitable purposes are not
taxable expenditures under these provisions, regardiess of whether the foundation exercises
"expendliure responsibliity.” Under section 53.4945-5(a)(4)(ii) of the Foundation and Similar
Excise Tax Regulstions, expenditure responsibliity Is not required for grants for charitable
purpsses to govemnmentsl units (as defined in section 170(c}(1} of the code). Simblady, grants
to governmental units for public purposes are "qualifying distributions”, under section
§3.4842(2)-3(a) of the regulalions; and, if they are for chariiable purposes, will not be taxable
eependitures, under section 53,4845-8(z) of the reguiations. Most grants to govemmental
units will qualify as being for charitable (as well a5 public) purposes.

Because of these restrictions, some private foundations require grant applicants to submit &
letter from the Service delenmining them to be exempt under section 501(c){(3) and dasxifled
as a non-private foundation. Such a letter, or an underlying requirement that a grantez be a
sublic charily, is not legally required to be relleved from the restriciions desaibed above, when
the prospectiva grantee is a governmental unit and the grant is for qualifying (public ar

charitable) purposes.

We believa this general information will be of assistance to your organization. This lelier,
however, [s not a ruling and may not be relied on as such. I you have any guestions, please
cafl us at tha telephone number shown in the heading of this lefler,

&

John & Ricketis, Direclor, TE/GE
Customer Accourt Servicas
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