NOV O 51334

Koy Matrict: [l
Fmployer ldentification Number: |G

Dear Anplicant:

This lettor 44 a final adverse wuling with respect to your requent

for classification as an organizatiou described in gection 501(c)(3) of
the Tnternal Revermue Code of 1954,

Our adverse rulinr uas made for the following reason(s):

You are nnt organized exclusively for exempt purposes ss required
by gaction S01(e)(3). Yo are a state instrumentality and an inteypral
part of the state goverpment. Furthermore, vou are nct operated exclu=—

sively for sectlon 501(ec){(3) purposes bhecause of your reculatory acti-
vities,

Accordingly, you 4o not mneet *he tequirements for exemption from
income tax under gection 501(c)(3) of the Cade. Thias adverse ruling has
no effect on the reivate letter niline from the Tntevr-
nal Revenue Service coneludine that vour income 18 not subdact to federal
income taxation., That ruling vemains in full force and effect,

Tf youn Aacide to contest this ruling under the declaratorv judgment
provisions of section 7428 of the Jode, you must initiate a suit in the
nited States Tax Court, the United States Claims Court, or the United
States District Court for the District of Columbia hefore the Ylet Aay
aftar the date on vhich this ruline wma ma{ind tn vrn, Pantict the clevk

of the aporonriate court for mulea for f£iling petitions for declaratorv
Fudgment.

In accordance with the provisions of eection E174(e) nf the Code, wn
1311l notifv the avpropriate state officialg of this ruliune,

If vou have any guestions, please contact %the person whose vame and



telephone number are shown in the heading of this letter,

Thank you for vour cooperation.

Si{ncersly yours,

(signed) [N

Chief, Bxenpt Orpganizations
Confaraenca and Review RBranch

cc:  Attorney Genaeral of




DISTRICT DIRECTOR
INTERNAL REVENUE SERVICE
RECEWED -

I SUL e

CHIEF, ER & ko Division
18 JUL 1963 S8l ERANCISCO DisTRicT

Dssr Applicant:

We have considsred your application for recognition eof exemption
from federal income taxation as sn erganization described in scction
30i(c)(3) of the Intarnal Revenue Code of 1954.

The information svbmitted indicstes that you were formed s&s &n
ednictatrative arn of N o S

B by its promuigation of rules governing your existenca and
operaticn., Your purpose ig to enforce minizam Sequirements of come
tinuing education for active membery of your etate bar.

In oparation you accredit courses offered y verious institutions
and individuals as eccaptable for fulfilling lewyers' continuing
lagal education vequirements, and you verify bar membars' complience

with the requiremants of such legal educaticn. You conduct no educa-
tion programs yourself,

Your revenuas arc entirely from ~unual fess paid by active members
of your state bar and from interest thereon. IExpenditures ara for
zalariea, mailings, rent, and sdwinistrative expensss.

Section 501(¢)(3) of the Code providss for the exwmption of
organizations that are organized and operated exclusively for re-
ligious, charitsble, educational, scientific, or literary purposes,
no part of the net earnings of which inures to the benefit of sny
private shareholder or individual.

Section 1.501(c)(3)~1(a)(1) of the Income Tax Regulations pro-
vides that, in order to be exempt as an organization described in
section 501(c)(3) of the Cede, an organization muat be both organized
and operated exclusively for one or more of the purposes specified in
such section. If an orgsnization fails to meet either the organiza- |
tional tast or the operational test, it 1s not exempt,

Section 1.501(c)(3)~1(b)(1)(1) of the regulations provides that,
in general, an organization is organized exclusively for one or more
exempt purpopes only i1f its articles of organisation limit the purposes
of such organization to one or more exempt purposes, sud do not ex-
pressly empower the organization to engage, otherwise than ag an
insubstantial part of its activities, in activities which 1n themgelves




are nst 2o furtheranco of ome Or WoOre sxexpt purpoaes.

Saction 1.501(c) (3)-1(L)(1)(111) of tha rejalations provides
that an srganimation iz mot organixed exelusivsly for one or wora
exezpt purposes 1f its articles axpressly espiwer 4t te carxsy onm,
otherwise than as an insubstantial part of $ie gctivitien, activ-
t{es which are not n furtherazuce oi ona e ore ARCmpt purposes,
sven though such organization is, by the terus of sugh articlas,
eveated fox a purposa that is no droader than the purposes spaci-
fied in section 501(c) (3) of the Loda.

Seation 1.301(e) (3)-1{c){1) of tha regulatioos provides that
an oxganization will be regarded am "operated exclusivaely” for ena
OF nore emgupt purposes eunly if $t engager primarily 1o activirian
vhich accomplish one o nora of sueh exempt purposcs specified 1o
secticn 501 {e) (3} of the Code. An organigation will net o so re-
forded if mors then an fnsudbstontial Tt of its sativities is not
in® futherance of 8T MXADpt purpose.

Section 1,501(c)(3)~1(d)(2)(1L) of the regulations prevides that
an organization 16 not orpenize? or opentod asrclusively for any exeapt
porpose unless (& gorvee a public rather than a privete interast,

Section 1,301{c¥(3}-1(d)(1)(iv) of the regulations provides
thst in oo casa shall an organipatiom be censidered to be organised
excluzively for one or more exsapt purposee, Lf, dy the tarws of 1ts
articlas, the purpeses for which such orpanization is craated are
brosder tham the puyposes apecifie? Ln sectlon 501(e)(3) of the Code.

Zection 1.501{c)(3)~1(2)(2) of the razulutionc states that the

term "ehavitable” 4s to be uszed in ite generally 3r.ccpzad 1&531
sense.

Rev, Bul, 60-384, 1960-2 .8, 172, states the cxtcmtancu $n-
dar which vheolly-auned state (nstroasptalities zay gqualfly for ex-
eption ender section 501(c)(3) of the Cods. Yo do wo auch en in-
struzentality sust be oryasized and apevated szclusivaly for charite
asbla or sducationzl purposes ac a counterpart of en orgsanimetion
dencribed in sacties 301(c)(3), and wust Le seporately ergeninved,

If the orpamization conducting the aetivity, although a separate
eutiry, Is clothed with poweré other thon those dsscribad in section
301€e)(?). it would not be & clear counterpart of a seatfon 501(e)(3)
organiiatien, Por exasple, where a wholly-owned gtate or mmicipal
foetronentality exercises gnforcewent or raegulstory powers in the
public interest such ss health, welfarxe, or safety, &t would uwet be a
elear cavaterpart of an organization dagcribed in section 301(e) (}) of
the Coduieven though separatsly orpanized sducs {t tas purpases or
povare whicli are beyond those deacrided iz section 501(c) ().

A atatys or wunicipalivy itsulf, howsver, wvould not qualify as an
orzanizatior describad fn section 501{e)(3}) sinco {ts purposes are

eleaxrly not exclusively those desaxribed f{n seetion 501{c)(3) of the
Cole, Ses for exawple, Emgaic of Joha C, P, Slayrod ¥. Comcinzioner,




3 B,T.A. 1343, It folilaows, therefore, that vhare the particular
branch or department wnder vhose juriediction the seotivity n
question i3 being condueted i{s am untagral part of 2 atate or
municipal govermmenc, the provisions of saction 501(c)(3) wauld
a0t be spplicable, Yor exampls, where a publiec school, collage,
vnivarsity or heepital {e¢ an {ntergral part of a local govern-
wert, it could mot meat the requirements for exenption under
asction 501(c) {3) of the Code. See also Bev., Ruls. 39-152,
1959-1 C. 2. 54, and 71-S5CE%, 1971-2 C. B, 232.

In Rev, Rul, 74-146, 1974-) C. B, 129, & nonprofit ergani-
xaXion accredited sducationsl iustitutieons, prepared accredita~
tion stendards, identified these achools and collezes aceting
those standards, ond dissaminated aceredited institution liats.
It wes geparately organived, and f2s sctivities were contrelled
by institutional membsrs. It vas hold exempt under section
S01(¢)(3) as advencing education by providing sigaificant in-
eentive for meintaining a high quality educarional progra=,

Do the tamis of the (nformation submitted wa heve concluded
that you ave mot organized and operated exclusively for one or

more exempt purpeses ge specified 1n seetion 501(c)(3) of the
Cods. .

The iaformation sutaitted fails to show that ara wote than
a2 adninistrative arz or convemience of the im;tatc Supreme
Court; you have failad to ghov that you ere am ssseciation or body
corporate an’ geoparately oryanized from the State. Thus, you do
ot satisfy the organiratlonil test of esection 1.501(e) (3)~1(d} of
the regulations,

In operation you regulate a small group of professionnls,
B stcorneye in active practice, who are not a charitable group.
The basie thrust of your activity {s ragulatory, not advancing educa-
tion. Thus, you lack a charitatle notive and are readily distimzuieh-
able froe the eftuaticn {n Rev. Rul, 74-146, gupra,

Accordingly, you ste not sxeapt from federal fncone texstion
under section 505(e) (3} of the Coade. Lontributlenn to you ara,
therefore, pot deductible under section 170(c)(2).

You havs the right to protest thie rulimg 4f you bolieve it ia
fncoxrect. ‘fo protest you should subz{t a statezent of your vieus
{th s full explanation ef your ressoning. This statexent, signed
by one of your principal officers, must be subaitted within 21 days
from the data of this letter. You sleo havs a xiyit to a conforence
fn this office aftar your statement iz subwmitted. You must request
the conference, 4f you want ome, when you f{ile your protest statexent.
If you are to be representoed by somecne who is not one of your prin-
cipal officers, that person will nead to file 2 proper pover of sttor-
nuy and otherwiss qualify under our Conferanca and Practice require-
aents.
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I1f wa 40 pot haur from you within 21 dsys, this ruling will
bacons f4ual and copies of it will bae ferwarded to the District
Directox, ban Franciecco, Celiformia. Thersafter, any guestions
about ysur federal facome tux statws or the £fling of tax vetures
should be 2ddressed o that effics. Also, the sppropriste State
afficials will be actifled of this actice in accordance with see-
tien 6104{c) of the Ceda,

1f you do aot protest this groposed rulieg in a tinely manvar,
tha Intermal Reveuus Servisa will gousidar yeu to have fuiled to
axhaust svaileble adainistrative remedies. Sectice JA28(2)(2) of
the Internal Revemve Code provides, in purt, that "A declaratory
Sjedgzent or decres wader this ssctisa shall nst ba fasuad {a guy
procesding unlass 2ha Tax Court, ths Claims Court, ox the distrizg
caurt of the United States fo5 the Distriat ef Columdia datermines
that the orgsuisatica favolved has echausted sdainistrative reselfes
available o It within the intarnel Reveave fervics.”

Sincerely yours,

(etence)

orig et led E—
-8 42 Chlaf, Ixlinge Sestion
Bzempt Orzsaizations
Tochnical Branch

Initiator Reviewer Reviewer Reviewesr Reviewer Reviewer Reviewst

Surname

Date
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