
University of Rhode Island

Procedures

Unrelated Business Income Tax Procedure

ORIGINATOR: 
University Controller, Division of Administration 
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January 2005
PURPOSE: 
To create a uniform procedure for the annual tracking and reporting of Unrelated Business Income (UBI) for tax purposes.
APPLICABLE:
Department Fiscal Personnel

RESPONSIBILITY:
University Controller, Assistant Controller and Business Managers

POLICY:  
The University of Rhode Island may engage in revenue generating activities considered to be an unrelated business or trade.  URI will comply with the Internal Revenue Service procedures for the reporting of unrelated business income and payment of associated taxes.  Such activities will be self-supporting operations with no funding support from tuition or State appropriations.

All requests to enter into unrelated business activities must be approved by the University Controller, Director of Budget and Financial Planning and the Vice President for Administration prior to conducting any such business.  University employees with reason to believe that a new business activity may include unrelated business income should contact the Controller’s Office early in the planning process.
PROCEDURES:  Deans and department directors must request approval to enter into unrelated business activities prior to conducting any such business.

The Controller’s office will provide reports annually for departments generating UBI to track it. 
Departments’ fiscal personnel shall review their accounts upon the close-out of the fiscal year and shall submit a report of probable UBI for their area to the University Controller, by September 30 of each year.
DEFINITIONS: Unrelated Business Income:  Income derived from any activity which is outside the mission of a tax-exempt entity.  Unrelated business income is the gross income derived  from a trade or business, that is regularly carried on, and not substantially related to the organization’s exempt purpose or function.

An activity is an unrelated business (and subject to UBIT) if it meets three requirements:


Trade or business:  An activity carried on for the production of income from the sale of goods or performance of services.

Regularly carried on:  Business  activities of an exempt organization that are frequent and continuous and are pursued in a manner similar to comparable commercial activities of non-exempt organizations.

Not substantially related:  Not substantially related means that the activity that produces the income does not contribute importantly to the exempt purpose of the organization, other than the need for funds, etc.  Whether an activity contributes importantly depends in each case on the facts involved.
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