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In brief 

The IRS's Exempt Organizations (EO) division has released its 2012 Annual Report and 2013 Workplan 

(the Workplan).  Released annually, the Workplan provides insight into EO activities in the prior year 

and new and ongoing projects that EO will be focused on during the current fiscal year.   

This year's Workplan signals continued scrutiny in areas including organizations with income that might 

be subject to unrelated business income tax, large private foundations, organizations with international 

operations, the correlation between fundraising and charitable spending, and the correlation between 

governance practices and tax compliance. The Workplan also signals the IRS’s interest in increased 

enforcement activities related to state-sponsored workers compensation organizations; central 

organizations holding group rulings; and organizations self-declaring as tax-exempt under sections 

501(c)(4), (5), and (6). 

Finally, for college and university stakeholders, FY 2013 also promises to bring the long-awaited final 

report summarizing EO’s findings in its Colleges and Universities Compliance Project. 

 

In detail 

In many ways, the FY 2013 EO 
Workplan is a continuation of 
work begun by EO in FY 2012.   
Although new projects have 
been added, significant work 
continues in areas like Form 
990-T and UBIT reporting, 
large private foundations, 
international activities, self-
declarers, political activity, and 
the national research program. 

Projects highlighted in the 
Workplan for FY2013 include 
the following: 

Form 990-T and UBIT 

In FY 2012, EO completed 
compliance checks of 400 
organizations that had reported 
taxable UBI activities on their 
Forms 990 but had not filed 
Forms 990-T.  This work 
resulted in more than $260,000 
in tax payments.   

In FY 2013, the IRS expects to 
examine a sample of 
organizations reporting 
substantial gross UBI for three 
consecutive tax years without 
reporting any income tax due.   
The Workplan states that EO’s 
concern is whether these 

organizations are accurately 
reporting their sources of UBI 
and correctly allocating and 
deducting expenses associated 
with it.  

Private foundations 

In FY 2012, EO continued an 
examination project aimed at 
determining private foundation 
compliance with section 
501(c)(3) and the special private 
foundation rules.  With half of 
the examinations closed to date 
(and the remainder set to be 
closed in FY 2013), EO reported 
that adjustments made have 
included excise taxes on net 
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investment income, taxes on 
unrelated business income, 
employment taxes, and excise 
taxes on taxable expenditures. 

International activities 

The FY 2013 Workplan states 
that in FY 2012, EO completed 
examinations of a sample of 
organizations that reported a 
foreign bank account on their 
Form 990s. 

The results of the examinations 
showed four problem areas: 

 Failure to file the required 
Report of Foreign Bank and 
Financial Accounts (FBARs); 

 Inadequate recordkeeping; 

 Lack of discretion and control 
over funds sent abroad; and 

 Failure to file employment tax 

returns (or filing incorrect 
returns). 

In FY 2013, EO will shift its 
focus to examinations of 
organizations with high 
amounts of foreign grant 
expenditures. 

Self-declarers 

Social welfare organizations; 
labor, agricultural and 
horticultural groups; 
trade associations; and other 
organizations that are described 
under §§ 501(c)(4),(5) & (6) can 
declare themselves tax-exempt 
without seeking a determination 
from the IRS.  In order to learn 
more about whether such 
organizations have classified 
themselves correctly and are 
complying with applicable rules, 
EO will send a questionnaire to 
organizations that “self-
declared” by filing Form 990 for 
tax year 2010 or 2011.   
 

Political activity 

EO will continue to work on 
cases that come to it from either 
current Form 990 data 
indicating potential 
noncompliance or referrals from 
outside sources alleging political 
campaign intervention.  EO 
expects to use the results of its 
reviews, as well as other data 
analytics, to further refine its 
indicators of potential non-
compliance. 
 

National Research 
Program 

FY 2013 is the third and final 
year of the IRS-wide research 
project on employment tax 
compliance.  This year, EO will 
complete its examination of the 
2,500 remaining returns and 
provide the data to the IRS-wide 
NRP project for further 
processing.  
 

State-sponsored workers 
compensation 
organizations 

Based on its review of responses 
submitted in response to its 
questionnaire, EO will refer 
some organizations to 
Government Entities, Large 
Business and International, or 
Small Business/Self Employed 
divisions for examination.  
 

Group rulings 

In early FY 2013, EO mailed a 
comprehensive questionnaire to 
over 2,000 randomly selected 
central organizations.  The 
purpose of the questionnaire 
was to enable EO to learn about 
the relationship between central 
organizations and their 
subordinates and the ways in 
which central organizations and 
their subordinates satisfy their 
filing requirements. 
 

The FY 2013 Workplan does not 
provide any insight regarding 
responses EO has already 
received or any currently 
planned next steps. 
  

Charitable spending 
initiative 

EO is using data from filed 
Forms 990 to focus on the 
sources and uses of funds in the 
charitable sector.  EO examined 
a group of about 170 small 
organizations reporting high 
expenses in certain categories 
such as large fund-raising 
amounts relative to charitable 
expenditures.   
 
In FY 2013, EO will identify a 
group of medium to large 
organizations to examine.  EO 
also will focus on organizations 
reporting substantial income 
from fundraising, but little or no 
fundraising expenses. 
 

Compensation 
transparency 

EO is focusing on organizations 
reporting high annual gross 
receipts with very low total 
compensation to officers, 
directors, trustees, and key 
employees, with the concern 
that some organizations may be 
hiding compensation levels. 
 
Using the Internet and internal 
sources, EO gathered  
information on a random 
sample of 200 organizations 
and will begin examinations in 
FY 2013. 
 

Colleges and universities 

The Workplan states that in FY 
2013 EO will complete its long-
awaited final report 
summarizing its findings in its 
Colleges and Universities 
Compliance Project. 
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The final report is expected to include results from the examinations as well as additional analysis of the data from 
questionnaire responses previously received from almost 400 institutions. 
 
Click here to access the FY 2012 Annual Report and 2013 Workplan.  
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