Churches and Tax Returns
Churches are generally exempt from filing annual federal tax returns (Form 990) with the IRS. However, they must file Form 990-T by the 15th day of the 5th month after their tax year ends if they have $1,000 or more in gross income from an unrelated business. Payroll taxes and, in some cases, state-level filings are still required. 
Key Filing Requirements and Deadlines:
Unrelated Business Income (Form 990-T): If a church earns over $1,000 from activities not related to its exempt purpose (e.g., renting out space, running a bookstore), it must file Form 990-T.
Payroll Taxes: If a church has employees, it must file employment tax returns (e.g., Form 941, Form W-2).
Exception (Form 990/990-N): Unlike most non-profits, churches, their integrated auxiliaries, and conventions or associations of churches are not required to file the annual Form 990 or 990-N.
Deadline for 990-T: The 15th day of the 5th month following the end of the organization's taxable year.
Unrelated Business Income (UBI) is revenue earned by a tax-exempt organization (e.g., nonprofits, charities) from a trade or business, regularly carried on, that is not substantially related to its tax-exempt purpose. While tax-exempt, these organizations must pay tax on UBI, known as Unrelated Business Income Tax (UBIT), if it exceeds $1,000 to ensure fair competition with for-profit businesses. 
Unrelated Business Income (“UBI”)
UBI is the gross income from an unrelated trade or business, less direct deductions (expenses related to the business), calculated separately for each activity. The tax is designed to prevent tax-exempt organizations from having an unfair advantage over for-profit entities in competitive, non-mission-driven ventures.
Three Requirements: An activity is considered UBI if it is a trade or business, regularly carried on, and not substantially related to the organization's exempt mission.
Examples: A university running a commercial parking lot, a hospital gift shop selling non-patient items, or a charity selling advertising space in its publication.
Exclusions: Passive income, such as dividends, interest, certain royalties, and rents from real property, is generally excluded from UBI.
Reporting: Organizations with $1,000 or more in gross unrelated income must file IRS Form 990-T.
Taxation: UBI is taxed at the current corporate income tax rate, which is 21%. 
Reimbursement of business expenses is generally not considered unrelated business income (UBI), provided the payments are made under an IRS-compliant "accountable plan". To avoid being treated as taxable income or UBI, expenses must have a direct business connection, be properly substantiated with receipts, and not exceed the actual expense.
