STOCKTON UNIVERSITY

UNRELATED BUSINESS INCOME

TAX STATUS AND DETERMINATION GUIDE

Pagel of 23



KEY FOR ABBRIEVIATED TERMS

E EXEMPT

R REPORTABLE

IRC INTERNAL REVENUE CODE

Reg TREASURY REGULATION

RR REVENUE RULING

GCM GENERAL COUNSEL MEMORANDUM
PLR PRIVATE LETTER RULING

TAM TECHNICAL ADVICE MEMORANDUM

Page2 of 23






CATEGORY

Bookstore

DESCRIPTION

Saleof books, athletic clothing, general
school supplies, computer hardware and

software, and items that are low in cost and
in recurrent demand to University members

and the general public.

Same as above except the location of the

bookstore is relatively inaccesklto the

general public to which sales are infrequent.

Sales of computers to students or faculty

members.

Sale of computers at a discount to other
educationalinstitutions.

EXEMPT/
REPORT

Exempt
Report

Exempt

Exempt

Report

Paged of 23

AUTHORITY
Reg. 1.5131(d)(2)
Reg. 1.513-1(e)(2)
GCM 35811

Reg. 1.513L (¢)(2)

Reg. 1.513 (e)(2)

Reg. 1.513 (d)(2)

COMMENTS
The sale of items necessary for cours
at an institution is related to the
University’s exempt purpose. The sale
of other items may be considered for
the convenience of students. However,
in the absence of clearly established
special circumstances, itesmot
directly related to the educational
purposes of an institution that have an
ordinary useful lie of more than one
year are not encompassed by the
general public are taxable.
The remote location of the bookstore
indicates that it is operated primarily
for the convenience of University
members. Furthermore, the sales to
the general publiare of a casual
nature, indicating that the activity is
not regularly carried on.
The sale of one computer to a studen:
or faculty member is substantially
related to exempt purposes; however,
the sale of multiple computers, in a
single year, to a single student or the
sale of a computer to someone who ig
not a student, officer or employee of
the University is not related.
The sale of computers to individuals &
other educational institutions is not
related to the University’s exempt
purpose.
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CATEGORY
Equipment Sales

Equipment/Facility
RentatMixed

Facilities Reral:

DESCRIPTION
Saleof electronic equipment, buoys and
tracking instruments to noftUniversity
members.

Sale of obsolete equipment to the general
public.

Unrelated remal of personal property with
real property. Amount to report as subject
to UBI depends upon the percentage of
personal property rental to total rent. For
purposes of UBI, equipment is considered
personal property.

Facility usage by non-University members

EXEMPT/
REPORT

Report

Exempt

Exempt

Report
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AUTHORITY
Reg. 1.513L(d)(2)

Reg. 1.512(b)L(d)(1)

Reg.1.512(b}
1(c)(2)(ii)(b)
Reg.
1.512(c)(2)(iii)(a)

COMMENTS
The sale of equipment to nen
University members is not related to
the University’s exempt purpose.

Gains and losses from the sale of
property are excludable from unrelated
business income taxes. However,
income from inventory and other stock
held for sale is not exempt.

10% or less Incidental; do not report
personal property rental;

11%-50% report only personal
property allocation;

>51%- report total rental income as
personal property subject to UBI.
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EXEMPT/

CATEGORY DESCRIPTION REPORT AUTHORITY COMMENTS
Sale of laundry services to another tax Report | RR 69633 The provision of laundry services to
exempt hospital. anotherhospital is an unrelated trade

or business since the furnishing of such
services is not specifically listed in IRC

501(e)(1)(A).
Provision of laundry and linen servicesto | Exempt | RR 5576 The provision of laundry services for
University patients. the canvenience of patients is exempt
Sale of routine medical services (e.g. cell Report | Reg. 1.5131(d)(2) The provision of routine medical and
culture, ophthalmology, lab testing, etc.) to testing services to nokniversity
non-University members. membersis not related to the
University’s exempt purpose.
Sale of pharmaceutical products to the Exempt | RR 68374 The sale of pharmacy goods to ron
general public and nopatients. patients is normally considered

unrelated business. However, casual
sales are exempt since they are not
regularly carried on.
Hydrobic Classes Water exercise instruction offered to Exempt | Reg. 1.501(c)(3) Thisactivity is in furtherance of the
University members and the general public. 1(d)(3) University’s educational purposes.
Reg. 1.5131(d)(2)
Identification Cards
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CATEGORY
Joint Ventures

Learning Resources

Lifeguard, CPR, First Ai
Classes and
Recertification

Locker Rental Student
RecreatiorCenter

EXEMPT/
DESCRIPTION REPORT

Sales of patient lithotripsy services througl Exempt
a joint venture with the Kidney Stone

Medical Clinic. The clinic is also used for

clinical teaching and research.

Provision of instructional aides to Universii Exempt
students, faculty, area school teachensd

the general public.

Educational classes offered to the general Exempt
public leading to certification in these areas.

Lockers rented to University students, Exempt
faculty, and staff.

Lockers rented to spouses and dependents

of University members.
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AUTHORITY
Reg. 1.513L(d)(2)

Reg.1.501(c)(3)
1(d)(3)Reg.1.513-
1(d)(2)

Reg. 1.501(c)(3)
1(d(3)

Reg. 1.5131(d)(2)
Reg.1.51341(e)(2)

COMMENTS
The formation of a joint venture
between the University and a fgrofit
entity is not taxable if it contributes
importantly to the University’s exempt
purpose. Joint venture relati@hips
may be scrutinized by the IRS, however,
to ensure that the University is not
serving the private purpose of the for
profit entity.
This activity is in furtherance of the
University’s educational purposes.

This activity is in furtherance of the
University’s educational purposes.

Service conducted primarily for
convenience of University members is
excludedfrom UBI

Reg. 1.513-1(c )(2)(ii) Intermittent activity-not conducted

with competitive or promotional
efforts of commercial enterprises.
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Recreational Saleof recreational memberships to Exempt | Reg. 1.513(e)(2) Service conducted primarily for
Memberships University students, faculty, and staff. convenience of University members i<
excluded fromUBI
Saleof recreational memberships to Report | TAM 9645004 Sales to spouses and dependents of
dependents and guests of University PLR 9720035 University members do not qualify for
members, alumni, and the general public. the convenience exception.
Additionally, dumni should be treated
in the same manner as the general
public for purposes of UBI.
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Rents (lease basis)

|

Rental of a campus building or space with|
a building

Exempt

IRC 512(b)(3)

|

Rents from real property are exempt.

Rents

Rental of athletic facilities and equipment |
non-University members. Revenue is
derivedfrom rental of real property (95%)
and personal property (5).

Rental of the football stadium to the San
Diego Chargers. Significant services are
provided, including field maintenance and
locker room facilities.

Exempt

Report
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Reg. 1.512(b)
1(c)(i)(b)

RR 8€298

Rents from personal property are not
taxable if there is a mixed lease and t
rents attributable to the personal

property are incidental” (10% or less).

The leasing of a football stadium to a
professional football team is not in
furtheranceof the University’'s
education purpose. Since the
furnishing of substantial services for




Saleof research related clinical services Report | Re. 1.513(b1(f)(4) | The provision of “applied” resarch
including diagnostic procedures and tools services of a type ordinarily carried or
developed by the University. All sales are|to as an incident to commercial or
non-University members. Similar services industrial operations is a taxable
are available commercially. activity.
Royalties Sales of licensed tangible biological Exempt | IRC 512(b)(2) Income from royalties, howeve
materials and software programs. measured, is exempt from the
unrelated business income tax.
Sales (Misc.) Sales of excess crops used in research. T Exempt Reg. 1.5131(d)(46 2.’
crops are sold in an “as is” condition when
mature.
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CATEGORY

Services (Misc.)

Storehouse

DESCRIPTION

Sale of emblematic items{6hirts, mugs,
caps, pennants, etc.) to alumni (95%) and
the general public (5%). The sales muade
by mail order on a regular basis.

Sale of clothing and o#r items to the
University community that are embossed
with the University seal.

Sale of meter testing services to non
University members.

Saleof drug testing services to employers.

Sale of library services, including documer
delivery, to law firms, businesses, and
members of the general public.

Sale of storehouse goods to npnofit
agencies.

EXEMPT/
REPORT

Report

Exempt

Report

Report

Exempt

Report
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AUTHORITY

GCM 35811
PLR 8025222

PLR 8025222

Reg. 1.5131(d)(2)

Reg. 1.513L(d)(2)

RR 8129

Reg.1.5131(d)(2)

COMMENTS

The sale of emblematic items is not
substantially related to the exempt
purpose if the University. Moreover,
these sales are not for the convenience
of University members since alumni are
considered member of the general
public.

Bookstore or other ortampus sale of
University logo items to members of
the University community qualify under
the convenience rule of sec. 513(a).
Saledo the general public are
considered unrelated business incomt

The sale of these services is not relat:
to the exempt purpose of the
University.

The sale of these services is not relatt
to the exempt purpose of the
University.

Providing library services or access tc
such services to neaxempt users for
research purposes is related to the
University’s exempt purpose.

The sale of storehouse goods to Ron
University members is not related to
the University’s exempt purpose.



CATEGORY
Sports Camps

Summer Sport€amps

EXEMPT/
DESCRIPTION REPORT

Conduct of annual summer sports camps | Exempt
University personnel for the general public

and children of University students and

employees.

Rental of campus facilities to outside Exempt
organizations for the conduct of summer

sports camps. Services such as meals, linen,

and daily maid service are provided.

Universityoperated summer sports camps  Exempt
for pre-college age youth of University

faculty, staff, students and the general

publicwhere sports facilities, dorm rooms,

meals, linens, and maid service may be

provided by the University to the

participants.
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AUTHORITY
PLR 8024001

RR 77365
PLR 7908009

RR 77365
PLR 7908009

COMMENTS

Instruction of the general public in
sports is in furtherance of the
University’s educational purposerhe
University is not limited to instruction
in business or related subjects in
carrying out an educational program.

Instruction in sports furthers the
educational purpose of the Urersity.
As long as the activity is educational,
University involvement in the activity i3
not required.

The purposes of the sports camg®



Swim Lessons

University’s contract with the third party Report | RR 80298 PLR Provision of substantial services
operated camp includes provision of 8151005 PLR precludes treatment of income as ren
substantial services such as dorm room 8136028 from real property and is subject to
rental, meals, linen and magkrvice. unrelated business income.
University contracts with its concessionaire

for provision of services (meals, linens, maid

service, etc.) on behalf of third party camp

operator.

Third party camp operator contracts with Exempt | PLR8024001 When the third party contracts directly

outside vendors for services (meals, linens

maid service, etc.)

2y
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with an outside vendor for services,

income received by the University for
use of its facilities will be shielded fror
UBI and will qualify as rents from real

property.

-




Sales of diagnostic and l&dsting services Exempt | RR 85109 The provision of lab testing services t
to non-University members. Student non-University members is generally
participation and instruction is involved. considered an unrelated business.

However student participation in the
lab testing furthers the University’s
exempt education purpose.

Telecom Services Sale of long distance service to building Exempt | Reg. 1.5131(c )(2)(ii) Intermittent activity—not regularly
Contractors contractors located on campus constructing carried on as it occurs only53iimes
University capital projects. per year.
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