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Key D i s t r i c t :  ***
Employer I d e n t i f i c a t i o n  Number: ********** 

Dear App l i can t  : 

W e  have  r ece ived  your a p p l i c a t i o n  f o r  r e c o g n i t i o n  of exemption from 
f e d e r a l  income t a x a t i o n  under  s e c t i o n  501(c)  (3) of  t h e  I n t e r n a l  Revenue 
Code o f  1986 and have dec ided  t h a t  you h a v e  no t  shown t h a t  you a r e  exempt 
under  that s u b s e c t i o n ,  

The in fo rma t ion  submit ted  d i s c l o s e s  t h a t  you were i n c o r p o r a t e d  on 
** * * * * * *  **** under t h e  *******   Nonprof i t  Corpora t ion  Act e x c l u s i v e 1  y 
f o r  e d u c a t i o n a l  and c h a s i t a b l e  pu rpases  w i t h i n  t h e  meaning of §501(c) (3)  
of  t h e  Code. Pour a r t i c l e s  c o n t a i n  a d i s s o l u k i o n  c l a u s e .  

I n  o p e r a t i o n ,  you w i l l  act in concert wi th  two r e l8 . t ed  e n t i t i e s  
which have d % t f e r e n t  b u t  r e l a t e d  f :unct lons  rind have a p p l i e d  ~t t h e  same 
t i m e  f o r  r e c o g n i t i o n  of  exemption under  §501l[c)(3) of t h e  Code. You w i l l  
h o l d ,  s o l i c i t ,  and d i s t r i b u t e  funds, t o  f u r t l s c : ~  t h e  o b j e c t i v e s  of  t h e  re1.a- 
t e a  e n t i t i e s  and  of  t h e  Anne Arunde:l County H ~ u s i n g  A u t h o r i t y  w f  t h  r e e p e c t  
to hous ing  and s p e c i f i c a l l y  w i l l  manage and m a i n t a i n  d w e l l i n g  u n i t s  and 
s u p p o r t  u n i t s ,  t h e  dwe l l ing  un ico  be ing  occupied by low and moderate 
income persons .  

Income w i l l  be f ro=  from d o n a t i o n s  f roim p r i v a t e  e n t i t i e s .  I n  **** 
you r e c e i v e d  $*****  from t h e  ****  ******* ****** ******* ********  ***** 
* * * * * * * *  .  The money was r e t u r n e d  a s  havltng been paid  t o  t h e  you i n  
e r r o r .  .Accordingly,  a s  a rnstter o f  law, t h e  money was neve r  a c f i u a l l y  
deemed paid  t o  you st a l l .  You r e c e i v e d  no funds  i n  **** and none ao f a r  
i n  ****. You hope a c t u a l  o p e r a t i o n e  w i l l  commence beg inn ing  in. ****. 
P r i o r  t h e r e t o ,  you p l a n  t o  d e v e l o p  a b u s i n e s s  p l a n  and e x p l o r e  s o u r c e  
funding.  Most s e r v i c e s  w i l l  be performed by vo lun tee r s .  Your irxpendi- 
t u r e e  w i l l  be  f o r  p r o f e s s i o n a l  f e e s .  

You ha** * * * * * * * *  *** w i l l  become f u l l y  o p e r a t i o n a l  o n l y  i n  t h e  
e v e n t  t h a t  ****  *******  *****   e n a c t s  a n  o rd inance  r e q u i r i n g  c.tevelopers 
t o  set s n i d e  a c e r t a i n  p e r c e n t a g e  o f  u n i t s  f o r  Low incame/ sen io r  housing. 
You would t h e n  a s s i s t  d'evelopers i n  meet ing  f e d a r a l  and state c ~ ~ n s t r u c t i o n  
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r equ i remen t s  and manage p r o p e r t i e s  s e t  a s i d e  f o r  low income/scnior  rssi- 
dents who r e c e i v e  a s s i s t a n c e  from t h e  governmental  housing programs s u c h  
as IIUD's sec t i ton  8 o r  voucher programe. You are unab le  t o  a r t i c u l a t e  t h e  
e x e c t  method of doing s o  d e s p i t e  a  q u e s t i o n  on the i s s u e  pus t o  you by 
t h i s  o f f i c e ,  Thus, w e  are  still u n c l e a r  what you w i l l  a c t u a l l y  do. Your 
answer s t a t e d . ,  "Future  a c t i v i t i e s  a r e  i n  t h e  p lanning s t a g e s ,  s o  it  is 
d i f f i c u l t  t o  s t a t e  e x a c t l y  which s i t u t a t i o n  o u t l i n e d  i n  Rev. Rul. 70-585 
w i l l  app ly  ." Fur thermore ,  t h e  necessa ry  o rd inance  has  not  been enacted.  

Sectiort  1.501 (a)-1 (b )  ( 2 )  of t h e  Income Tax Regu la t ions  p rov ides ,  i n  
r e l e v a n t  p a r t ,  t h a t  t h e  Carmiss ione r  may r e q u i r e  any addi t r ional  i n f o m a -  
t i o n  deemed n e c e s s a r y  f o r  a p rope r  d e t e r m i n a t i o n  of whether a p a r t i c u l a r  
o r g a n i z a t i o n  is exempt under  s , e c t i o n  50l(n) of t h e  Code. 

S e c t i o n  5.01 of Rev. Proc.  84-46, 1984-1 C. B. 5 4 1 ,  p rov ides ,  i n  
r e l e v a n t  p a r t ,  t h a t  a r u l i n g  let ter  w i l l  be i s s u e d  t o  an  organization, 
provided i ts  a p p l i c a t i o n  and s u p p o r t i n g  documents e s t a b l i s h  t h a t  i t  meets  
t h e  p a r t i c u l a r  r equ i remen t s  of t h e  s e c t i o n  under which exemptfon i s  
claimed.  

S e c t i o n  5.02 of t h e  sace revenue procedure  p rov ides ,  i n  r e l e v a n t  
part, t h a t  exempt s t a t u s  wlil be recognized i n  advance of  o p e r a t i o n s  i f  
proposed o p e r a t i o n s  can  be d e s c r i b e d  i n  s u f f i c i e n t  d e t a i l  t o  permi t  a  
c o n c l u s i o n  t h a t  t h e  o r g a n i z a ~ i o n  w i l l  c l e a r l y  meet t h e  p a r t i c u l a r  r equ i re -  
ments of t h e  s e c t i o n  under  whfch exemption is claimed.  A mere r e s t a t e m e n t  
of purposes  o r  a  s t a t e m o n t  t h a t  proposed a c t i v i t i e s  will be i n  fui-rherance 
of such  purposes w i l l  n o t  s a t i s f y  t h i s  requi rement .  The o r g a n i z a t i o n  
must f u l l y  debcribe  t h e  a c t i v i t i e s  i n  which i t s  e x p e c t s  t o  engage,  inchu- 
d i n g  the srandaatds, c r i t e r i a ,  p rocedures ,  o r  o t h e r  means adopted o r  
planned f o r  c a r r y i n g  o u t  t h e  a c t i v i t i . 9 ~ ;  t h e  a n t i c i p a t e d  s o u r c e s  of  
r e c e i p t s ;  and t h e  n a t u r e  o f  contemplated axpend i tu res .  Whe.re t h e  o rgan i -  
z a t i o n  cannot  dsmonntra te  to t h e  s a t i s f a c t i o n  o f  the Serv ice  t h a t  i ts 
proposed a c t i v i t i e s  w i l l  b e  exempt, a record  of a c t u a l  o p e r a t i o n e  may b e  
r e q u i r e d  b e f o r e  a r u l i n g  l e t t e r  w i l l  be i ssued.  I n  t h o s e  cases  where an  
o r g a n i z a t i o n  is u n a b l e  t o  d e s c r i b e  f u l l y  i ts  purposes and a c t i v i t i e s ,  a 
r e f u s a l  t o  i s s u e  a r u l i n g  let ter  w i l l  b e  cons ide red  an i n i t i a l  adve r se  
d e t e r m i n a t i o n  from which adninip . :~a t ive  appea l  o r  p r o t e s t  r i g h t s  w i l l  be 
a f f o r d e d ,  

S e c t i o n  7.02 of Rev. Proc. 90-4, 1990-2 1. R. B. 10, which d e a l s ,  
i n t e r  a l i a  w i t h  .. the i s s u a n c e  o f  exempt o r g a n i z a t i o n s  r u l i n g  l e t t e r s  -- .-' 

; r ecogn iz ing  f e d e r a l  income t a x  exemption, p r o v i d e s ,  i n  relevant p a r t ,  
t h a t  a r u l i n g  is n o t  Lssued on h y p o t h e t i c a l  s i t u a t i o n s .  

You are u n a b l e  t o  d e s c r i b e  e x a c t l y  what you w i l l  do, and 'Lt a p p e a r s  
t h a t  you w i l l  remain u n a b l e  r o  do s o  u n t f l  a s p e c i f i c  o rd inance  i s  enac ted  
by ******* ******* County w i t h  r e s p e c t  t o  t h e  hous ing a u t h o r i t y  matters w i t h  
which you hope t o  dea l .  The e x a c t  p r o v i s i o n s  o f  t h e  ordinance w i l l  no t  
be c e r t a i n  u n t i l  enactment .  Furthermore,  you are unab le  t o  plan w i t h  
c e r t a i n t y  u n t i l  s u c h  o r d i n a n c e  i s  enac ted*  Tha t  o rd inance  may n e v e r  be 
erracted. Accordingly ,  what you may do i n  t h e  f u t u r e  is, and must remain 
ft r son@ t i m e  to  come, p u r e l y  h y p o t h e t i c a l .  \ '! , .- ' ./ 
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Accord ing ly ,  w e  c o n c l u d e  t h a t  you have not show11 thaK you a r e  exempt 
from f e d e r a l  income t a x a t i o n  under  s e c t i o n  501(c)(3) of  t h e  Code. You 
a r e ,  t h e r e f o r e ,  required t o  file f e d e r a l  income t a x  returns. 

You havc the right to p r o t e s t  t h i s  r e f u s a l  t o  r u l e  i f  you b e l i e v e  
c h a t  i t  i s  i n c o r r e c r .  To p r o t e s t  you should  submi t  a s t a t e m e n t  of your 
v i e ~ j s  with a full explanarion oE your r ea son ing*  T h i s  s t a t e m e n t ,  s igned 
by one  o f  your  t r u s t e e s ,  mUSK be submi t ted  w i t h i n  30 days from the  d a t e  
of this lecter,, You a l s o  have a  r i g h t  t o  a c o n f e r e n c e  in t h i s  o f f i c e  
a f t e r  you r  s t a r e o e n t  is submi t t ed .  You m u s t  r e q u e s t  t h e  c o n f e r e n c e ,  i f  
you want o n e ,  when you file your p r o t e s t  s t a t emen t .  I f  you a r e  t o  be 
r e p r e s e n t e d  by someone W ~ O  is n o t  one of  your d i r e c t o r s ,  that pe r son  w i l l  
need- t o  f i l e  a p r o p e r  power o f  a t t o r n e y  and o t h e r w i s e  q u a l i f y  under  o u r  
Conference  and P r a c t i c e  Procedures .  

I f  you do  n o t  p r o t e s t  t h i s  proposed r e f u s a l  t o  r u l e  i n  a t i m e l y  
manner, the I n t e r n a l  Revenue S e r v i c e  w i l l  c o n s i d e r  you t o  have failed t o  
exhaus t  a v a i l a b l e  a d m i n i s t r a t i v e  remedies.  S e c t i o n  7428 of the Code 
p r o v i d e s ,  i n  p a r t ,  t h a t  a declaratory judgment o r  decree under t h i s  
s e c t i o n  s h a l l  no t  b e  i s s u e d  i n  any proceed ing  u n l e s s  the Tax Cour t ,  t h e  
C l a i o s  C o u r t ,  o r  t h e  D i s t r i c t  Cour t  o f  the Uni ted  S t a t e s  f o r  the D i s t r i c t  
o f  Ca lunb ia  d e t e r m i n e s  t h a t  t h e  o r g a n i z a t i o n  involved  has exhaus t ed  
adn in i s t sa t i -~e  r e ~ e d i e s  e v a i l a b l e  t o  it within t h e  I n t e r n a l  Revenue 
Serv'cs- 

I f  ue d o  n o t  hear f o m  you w i t h i n  30 days ,  t h i s  r e f u s a l  t o  r u l e  w i l l  
become f i n a l  and copies o f  i t  w i l l  be forwarded t o  the D i s t r i c t  D i r e c t o r ,  
Eccl t inore,  Fh ry l and .  Thereafter, any ques tFons  about  your  f e d e r a l  income 
t a x  s t a t u s  or the  f i l i n g  of t a x  r e t u r n s  should  be add res sed  to  that 
o f f i c e .  The a p p r o p r i a t e  s'tare o f f i c i a l s  w i l l  be n o t i f i e d  of chis refusal 
t o  r u l e  i n  a c c o r d e n c e  wLch t h e  p r o v i s i o n s  of s e c t i o n  6 i O Z ( c >  o f  the Code. 

When s u b m i t t i n g  a d d i t i o n a l  l e t t e r s  w i t h  reopecr t o  t h i s  case * ' ' J 

I n t e r n a l  Revenue S e r v i c e ,  you w i l l  e x p e d i t e  t h e l r  receipt by phaci. 
f o l l o w i n g  a d d r e s s  o n  the envelope : 

******** * * * *  ***** **** 
Internal Revenue S e r v i c e  
1111 C,onstiturlon Avenue, NW 
Washingcon, DC 20224 

The symbols  do not refer to  yolns case but r a t h e r  t o  i t s  l o c a t t o n ,  There 
f o r e ,  i t  is i m p o r t a n t  t h a t  the ad~dress  appear on the envelope exactly as 
shown above.  

S i n c e r e 1  y  yours, 

******* ********  
C h i e f ,  Exempt Organizetione 

Rulings Branch 1 
I:.: . . . . .  



***** **************  ******* ********* ******** *********** *** ************ 
****** 
cc : **** ********* ********* 

Attn: EO Group 

cc: ******  *** ****** * * *   
******** ********** ** 
**** ***** *****  
*********  ******** 

c c :  **************** ** ********* 
******  *******  
* ****** ******  *******
********  *** ***** 

cc :  *********** * * *** ******** 
************** *******  
*********  ********** 


