Sponsorship or Advertisement?

In general, corporate sponsorship payments are considered contributions and thus are exempt from unrelated business income tax (“UBIT”), while advertising revenue is subject to such tax.  It is important for staff and volunteers leaders to know the distinction between sponsorships and advertising.

A “qualified sponsorship payment” (i.e., one that does not give rise to UBIT) is a payment made by a corporate sponsor where there is no expectation that they will receive any “substantial return benefit.”     “Substantial return” is defined as any benefit other than (1) the use or acknowledgment of the sponsor’s name, logo or product lines in connection with the activities of the exempt organization receiving the sponsorship payment, or (2) any other benefits that in the aggregate do not exceed the value of 2% of the total sponsorship payment.   Otherwise the payment will be treated as advertising and potentially subject to UBIT. 

Appropriate Sponsorships

The use or acknowledgment of a sponsor’s name or logo will not provide a substantial return benefit if only the following are included:

· Sponsor logos and slogans that do not contain comparative or qualitative descriptions of the sponsor’s products, services, facilities or companies (logos or slogans that are an established part of a sponsor’s identity are not considered to contain comparative or qualitative descriptions); 

· Sponsor locations, telephone numbers and/or Internet addresses; 

· Displays or visual depictions of a sponsor’s product line or services that are value neutral; 

· Listings of sponsor brand or trade names, products or services; and 

· Product distribution by the sponsor or by the exempt organization to the general public, whether free or for remuneration. 

Advertising Activities

Qualified sponsorship payments specifically exclude advertising, which is defined as any message or other programming material which is broadcast or otherwise transmitted, published, displayed or distributed, and which promotes or markets any trade or business, or any service, facility or product.

Advertising includes messages that contain:

· Qualitative or comparative language; 

· Price information or other indications of savings or value; 

· An endorsement by the exempt organization or others; or 

· An inducement to buy, sell, rent or lease the sponsor’s product or service.  

