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OFFICE OF THE CONTROLLER
THE UNIVERSITY OF TEXAS AT AUSTIN

s

PO. Box 7487 + Austin, Texas 78713-7487 « (512) 471-4503 « FAX (512) 471-3831

STATEMENT-OF-FEDERAL EXEMPT STATUS

The University of Texas at Austin
Federal EIN: 74-6000203 - C

TO WHOM IT MAY CONCERN:

The University of Texas at Austin is a branch of the State of Texas and as
such is exempt from federal income taxation and federal excise taxation
under the constitutional doctrine of intergovernmental tax immunity. (The
University of Texas at Austin is not covered by Internal Revenue Code
Section 501 (¢) (3) as a non-profit educational institution.)

Contributions to The University of Texas at Austin are deductible for
federal income tax purposes by donors under IRC Section 170 (c) (1)
which allows a deduction for contributions made to state agencies
provided such contributions are for exclusively public purposes.

The University of Texas at Austin is not required to prepare and file IRS
Form 990, Return of Organization Exempt from Income Tax.

Ruling CC:IND : 1:3:2:-3F2436, dated 3/20/84
Ruling T : R : EO : 4 TUC, dated 8/24/60
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Glenn E. Friedrich
Associate Vice President and Controller
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STATEMENT OF FEDERAL EXEMPT STATUS

The University of Texas at Austin .
Federal XIN: 74-6000203-C -

TO WHOM IT MAY CONCERN:

The University of Texas at Austin is a branch of the State of
Texas and as such is exempt from federal income taxation and -
federal excise taxation under the constitutiocnal doctrine of
intergovernmental tax imzcnity. (The University of Texas at
Austin is not covered by Internal Revenue Code Section 501(c) (3}
a8 a non-profit educational institution.)

Contributions to The University of Texas at Austin are _
£y deductible for federal income tax purposes by donors under IRC
L Section 170(¢) (1) which allows a deduction for ¢ontributions made

to state agencies provided such contributions are for exclusively
public purposes.

Ruling CC:IND:I:3:2 - 3F2436, dated 3/20/84
Ruling T:R: EO:4 TUC, dated 8/24/60

Cynthia M. Cain, CPA
Assistant to the Business Manager
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" intornai Hevenue Seivice Lepariment ot the Treasury
Index Nos.: 0115.00-00
g;‘, ég_ : gg:gg Viushinglon, DC 20224
0309 .00=00
io41,00-00 f'ersan to Contact:

“drlUniversity of Texas System Robert D. Patcheld

201 W, 7th Street Yelephone Numbar:
Austin, TX 78701 (202) 566-3626
Rafer Reply to:

CC:IND:1:3:2 - 352436
Date: 90 LA™ 1284

University System = University of Texas System

EIN: 746000203 DO 74 Ty 8% , -

= Unfversity of Texas at Arlington

= University of Texas at Austin

= University of Texas at Dallas

University of Texas at £1 Paso

Unjversity of Texas of the Permian Basin

University of Texas at San Antaonio

University of Texas at Tyler

University of Texas Institute of Texan
Cultures at San Aatenio

University of Texas Health Science
Center at Dallgs .

: University of Texas Medica) Branch at

Galveston

= University of Texas Health Science
Center at Houston

University of Texas Health Science
Center at San Antonio

= University of Texas System Cancer

Ceater .

= University of Texas Health Center at

Tyler
State = State of Texas
Board = Board of Regents of the University of
Texas System
University = University of Texas
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Dear Sir or Madam:

This is in response to a letter submitted on behalf of
the University System and its component institutions request-~
ing rulings concerning the tax status of these organfzations.

According to the information submitted, the establish-
ment of the University was mandated by section 10, article 7
of the cpnstitution of State. Subsequently, the legislature
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University of Texas Systen .

estabilsned the Universily System under section 65.02
of Title 3, Tex. Education Code Ann. (Vernon) and organized
thereuader the Uaiversity and its component educational

institutions listed as follewing: B, C, O, E, F, G, H, 1

J, K, L, M, N, and 0 {collectively referred to as the
"Unifversity System")}.

Statutory provisions vest the management, uperation
and control of the University System in the Board. Nine
individuals, appointed by the governar of State with the
advice and consent of the senate, serve on the Board and
are included within the statutnry dafinition of state
employees. Additionally, the treasurer of the State has
been designated as the treasurer of the University Systenm.

The Boarc is authorized to prescribe the courses and
programs of study that are required to <btain a degree
from any of the component institutfons §n the University
System. However, the Board may not establish a fourayear
undecrgradudle Jdeyree pruygream 4L a component instizution

that has not been authorized to do so by specific legisla-

tion without obtaining prior approval by a two-thirds
vote of the coordinating board of the University Systen
and a specific act of the legisiature.

The Board is empowered to make sppointmeants in the
component fnstitutfions under its control., In its dis-
cretion, the Board may also remove any officer, member
of the faculty, or employee connected with the University

Systemv The Board is authorized to accept gifts and
donations for the benecfit of the University System and

any of its component institutions. Additionally, the
Board has the power of eminent domain to acquire any
land that may be necessary for the use of the University

System and the taking of such property has been declared
to be for the use of the State. . :

Section 115(1) of the Internal Revenue Code provides
that gross income does not include income derived from any
publiec utility or the oxaercise of any cscential governmental

function and accruing to a state or any political subdivision
thereof.
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University of Texas System

Section 115 of the Code does not apply to the states or
their political subdivisions, such as counties or towns {or
integral parts thereof). Generally, the activities of states
and their political subdivisions are exempt from federai
income taxation in accordance with the constitutional taw
doctrine of intergovernmental tax immunity. Also, See
Rev. Rul. 71-131, 1971-1 C.B. 28 and Rev: Rul. 71-132, 1971-1
C.B. 29, which hold that income derived from the operation of
liquor stores by a state is not subject to federal income
tax. Thus, section 115 only applies to organizations that
are separate and apart from the state and 1ts political
subdivisions.

Bagcaod on the infarmatian submittéd. we concluy

Mo concluda that
section 11% of the Code does not apply toc the income of the -
Un her_:ﬁty ystem and 1ts component nstitutions Pecauce ;hey
gre_not organizations established seEarateiy from the State.

The actiyit)

L)
System:and {ts component institutions are established as an
i ﬂ‘tﬁ.ﬁmw;i.&m Qs DUDIIC COYUCALION Droqgeam.

Therefore, we conclude that the University Svstem and its

component institutions are not subject to fgggr$l_in;gmg
Laxdtion because They are agencies within State's

Section 170(a) of the Code provides, subject to certain
timitations, a deduction for contributfons and gifts to or
for the use of organizations described in sectfon 170{c),
payment of which is made within the taxable year.

Section 170(¢)(1) of the -Code provides, in part, that
the term "charitable contribution" means a contribution or
‘gift to or for the use of 2 state or any political subdivision
thereof, byt only if the contribution or qift is made
exclusively for public purposes. ,

Section 170(b) of the Code provides, ian part, that
in the case of an individual, the deduction provided in
section 170(a) shall be allowed for any charitable con-
tribution to a governmental unit referred to in section
170(c)(1) to the extent that the agoregate of such con-
tributions does not exceed 50 purcent of the taxpayer's
coentribution base for the taxzble year.
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Because we have determined that the University System
and its component institutions are dgencies within State's
government, these organizations are deseribed in sections
170(b)({v) and-370(c)(1). Therefore! we conclude that con-
tributions to the University System and its com gnent insti-

tutions are deductible by d6nors under sectian of the

gggg_ggiizzgz:sizh_ggggnggLfgns are made_ for exlusively )
public purposes.

Section 2522(3)(1) of the Code provides that in deter-
mining the amount of taxable gifts for the calendar year
there may be deducted in the case of a doner who was a
citizen or resident of the United States at the time the
gifts were made, all gifts {ncluded in the “total amount -
of gifts" made by the donor during the calendar year
which were m3de to or for the use of ths United States,
anhy state or political subdivision thereof or the District
of Columbia for exclusively public purposes.

Section 4.04 of Rev. Proc. 84-1, 1984-} 1.R.B., 10
provides that no gift tax ruling may be fssued except
Lo an actual taxpayer upon a specific set of facts.
Far purposes of the gift tax, the taxpayer is the donor.
However, to the extent that the University S stem is _a
charity described 1A section Zgiila)iylig(_gng_gggguégg
Al arher requirements of section 75¢Y dre met_at the time
of "the aift, fransfers to ¥Stam and isc,

She linfiversity §
component ¥nstitutions wiil meet the requirements of that
the Code. : ,

section ¢

PN
/

We regret that we are ynable to is fulings with
respect to sections 2055 ang 2106 of the Code. Section 5.02
of Rev. Proc. 84-1 provides that the Wational Office

will not cul rs_trelati Lo the application of
the estate tax to the property or estate of 2 living
person. -

T PN . ig——— " P a

We also are unable.to issue a ruling as to the appli-
cation of segtic the Code. Section 5.02(1) of

the foregoing Rev. Proc. provides that ruiings are not .
issued until after the generation skipping trust, or trust
equivalent, has been established. Rulings are not issuyed_
on a generation skipping trassfer tax matter before distrij-
betTon—ar: términation takes place. '
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Saction A041(g)(2) of the Code Cxvmpl> from the
taxes on diesel oud 3pucial motor Tuels imposaed by section
4041 sales for the exclusive use of any state, political
subdivision thereof, or the District of Columbia, '
Comparable exemptions from the tax on fuel used in commercial
transportation on inland waterways, the tax on heavy truycks
and traiflers, the manufacturers eviise taxes, the tax on .
communications and the hiohway uem tax irn provided by
sections 4042(e)(3), 2053(b), 4221(a)(4), 4253(4), and
4483(a), respectively. Also, section 4891(b)(1) of the.
Code exempts oil from the windfal) profit tax iuwpesed by
section 4986 where the ofl is from an economic interest
held by a state or politicatl subdivision thereof and all -
the net income therafrom is dedicated to a pubdlic purpose.

Because the Universit System and its component insti- -
tutions are a part ol the § ate, they gqualify the ¢

eXBMpETORS Yrom federal excise taxes cited aboyve.

Section 2 of Rev. Proc. 84-1 provides that procedures
. for odbtaining rulings that apply specifically to federal
( firearms taxes under subtitle E of the Code are unde? the
R “JUFTSdiction 6f the Bureau of Alcchol, Tobacco and Fire-

JATRST THETETOre, We are Unable to i1ssue rulin s with
respect to sections 5123,7571T, 5367, and 5853 of the Code.
Section 509(a) of the Code provides that the term private
foundation means a domestic or foreign organization described

in section 501(c)(3) other than an organization described
in section 170(b)(1}(A).

Section 5031(c)(1) provides for the exemption of cor-
porations organized under Act of Congress, if such corpora-
tions are fnstrumentalities of the Upited.States. and if,
under such Act, as amended ang supplemented, such, corpora-
tions are exempt from federal income taxes.

Section §01{ci(3) of the Code provides for the exemption
from federal income tax of organizations organized and
operated exclusively for charitable, educaticnatl reliagious,
ar scienf T e pUrpdses, no part of the Rat earnings of which
tnures to the benefit of any private shareholder or iadividual.
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Section 6033(a)(1) of the Code provides that, except as °
provided 1n paragraph (2), every erganization exempt from
taxation under section 501{(a) shall file a2n annual return,
stating specifically the ftems of gross income, receipts
and disbursements and such other information for the purpose
of tarrying out the internal revenuz laws. as the Secretary
may by forms or regulatfons prescribe. -

Section 1.6033-2(g)(1) provides that a state inétiiu-

tion, the income of which is excluded from aross inc ynder

L 0me under
gection 115{a), and which is otherwise excmpt under section
EBI{a) 1s no required to T11e an annual TAFOrM3tIon Teturn

on rorm .

Rev. Rul. 60-384, 1960-2 C.B. 172 provides that a wholly- b
owned state or municipal instrumentality which is 3 separate
entity (emphasis added) and which is organized and operated
exclusively for purposes described in section 501(c)(3) of
. the Code may qualify for exemption. A state or municipality
Qm/ itself, however, would not qualify as an organization described
- in section 501{c)(3). :

Chapter 13 of the Exempt Organizatjons Business/Master
File Handbook provides guidelines and procedures for listing
. organizations in the Cumulative List of Organizations in
Publication 78 (Pub. 78Y.

_ Generally, the organizations listed in Pub. 78 are those
that have applied for, and received a determination or ruling. -
letter recognizing them to be exempt under section 501(c}(3).
Since the University System and its component institutions
hive not applied for recognition of exemption under
section S0I(cY{3)_and received a ruling ar determination

Tetter favorably recognizing such status and are not

orpaniations exempt under section_501§p1g1¥.*thez do not
meet the ceileria tor 1isting in Pub.. /8. he University

-

System and its component institutions were removed from

|

the txempt Organizations Master riie becsuse they had been.

grronecusly Tisted as organizations recognized 'tc be axempt
unger section C 1/},

No opinion is expressed ¢. to the federal income tax
consequences of the transaction dascribed above under any
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other provision of the Code.

This ruling is directed only to the organizations that
requested it. Section 6110(j)(3) of the Code provides that
it may not be used or clited as precedent. In accordance
with the power of attorncy on file with this office, 2
copy 0T this letter is being scnt to your authoeriread
representative.

Sincerely yours, '

okl A A

Chief, Individual Income
q,Tax Branch

Enclosures 2
. " Copy of this lstter
O Copy for section 6110 purposes

T




