
1

BDO USA,  LLP,  a Delaware l imit ed l iabil i t y part nership,  is t he U.S.  

member of  BDO Int ernat ional  Limit ed,  a UK company l imit ed by 

guarant ee,  and forms part  of  t he int ernat ional BDO net work of  

independent  member f irms.  BDO is t he brand name for t he BDO 

net work and for each of  t he BDO Member Firms.

Understanding  Public Charity 

Classif icat ions

Higher Educat ion Tax Inst it ut e

June 2016

JOEL LEVENSON,  UNIVERSITY OF CENTRAL FLORIDA

MIKE SORRELLS,  BDO USA,  LLP

Higher Education Tax Institute June 2016

Page 2

Agenda

• Public Charit y Classif icat ion in General

• Classif icat ion of  Higher Ed Ent it ies
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Public Charity Classification in General

• In t ypical IRC fashion,  t he default  st at us for a 501(c)(3) organizat ion is 

t hat  of   Privat e  Foundat ion unless organizat ion shows it  qual if ies for 

one of  11 cat egories  on Form 990 schedule A

• Cert ain organizat ions must  complet e a publ ic support  schedule annual ly

• Support  schedule is a 5 year running calculat ion and appl icable 

organizat ions must  have a cert ain level of  publ ic support  t o avoid 

becoming a privat e foundat ion
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Classification of Higher Ed Entities

• Colleges and Universit ies do not  have t o complet e a publ ic support  

t est ,   so not  an issue for t he school it self

• Relat ed charit able ent it ies (endowment  funds,  foundat ions,  et c. ) do 

not  get  a pass and eit her must  pass t he annual t est  or be a Sect ion 509 

(a)(3) support ing organizat ion

• Most  higher ed relat ed organizat ions t hat  are not  support ing 

organizat ions must  qual ify under t he Sec.170(b)(1)(a)/  Sec.509 

(a)(1)support  t est
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The 509(a)(1) Support Test

Form 990,  Schedule A,  Part  II

• 5 year running calculat ion done annual ly t o show publ ic support

• General rule:   must  show minimum of  33 and 1/ 3 % publ ic support  or 

aut omat ical ly become privat e foundat ion af t er fai l ing 2 years in a row

• New organizat ions are al lowed 5 years before having t o report  t he 

percent age

• Special Rule:   organizat ions wit h publ ic support  bet ween 10% and 

33.33% can qual ify under “ fact s and circumst ances”  by checking box 

and l ist ing fact s and circumst ances support ing t hat  t hey are in fact  

publ icly support ed 
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The 509(a)(1) Support Calculation

• Divide Publ ic Support  over 5 year period by t ot al  support  over t hat  

same 5 years

• Numerat or is reduced by amount  f rom large cont ribut ors  in excess of  

2% of  organizat ion’ s 5 year t ot al  support  over t he f ive year period

• Government  grant s and cont ribut ions/ grant s f rom publ icly support ed 

charit ies are not  reduced (but  privat e foundat ion grant s are reduced)

• “ Unusual”  grant s can be removed f rom bot h numerat or and 

denominat or (e.g. ,  bequest s f rom est at es)

• Very import ant  t o keep running schedule of  large cont ribut ors
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