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Ernst & Young Global Limited, each of which is a separate legal entity. Ernst & Young LLP is a
client-serving member firm of Ernst & Young Global Limited operating in the US.

This presentation is © 2018 Ernst & Young LLP. All rights reserved. No part of this document may

be reproduced, transmitted or otherwise distributed in any form or by any means, electronic or
mechanical, including by photocopying, facsimile transmission, recording, rekeying or using any
information storage and retrieval system, without written permission from Ernst & Young LLP. Any
reproduction, transmission or distribution of this form or any of the material herein is prohibited and is
in violation of US and international law. Ernst & Young LLP expressly disclaims any liability in
connection with use of this presentation or its contents by any third party.

Views expressed in this presentation are those of the speakers and do not necessarily represent the
views of Ernst & Young LLP.

This presentation is provided solely for the purpose of enhancing knowledge on tax matters. It does
not provide tax advice to any taxpayer because it does not take into account any specific taxpayer’s
facts and circumstances.

These slides are for educational purposes only and are not intended, and should not be relied upon,
as accounting advice.
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Agenda

Introduction to unrelated business income (UBI)
Exclusions and modifications to UBI

Computing UBI — expense allocation

Common scenarios that can give rise to UBI
Effect of tax reform on UBI
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Introduction to unrelated business income
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UBI basics — background and definitions

» IRC Section 511 — imposes a tax on unrelated business taxable
income (“UBTI”) of organizations described in IRC Sections 401(a)
and 501(c), as well as state colleges and universities
» The tax on UBTI was first enacted in 1950.

» Purpose: to eliminate any unfair competitive advantage that exempt organizations
may have over their for-profit counterparts.

» IRC Section 512 — unrelated business taxable income (UBTI) is
composed of:

» Gross income from unrelated trade or business (unrelated business
income), reduced by:

» Allowable deductions directly connected to such trade or business
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