-

[

Er/R0

MAY 2§ 1981

Dosr 8ir or Hadem: CIN: E0: 811857
This ie a final adverse datamination latter. Your application for tax
oxempt status under esction 301(c){4) of tho Internsl Ravenua Coda of 1934
ie hereby deniad. That statuts providas for exemption from Fyderal lmm
tax for labor, sgvicultural,- or hortisultural orxgenimations.

As your orgenimatiun {s not of the type dascribad in gecttion 301(ec) (5) of
the Code, your application for rewognition of sxemption Le denied.

By our latter datad spxdl 23, 1901, wa proposed to deny youx appuuuon
for tax sxempt stetus undar uctiun 301(e) (3) of tha Code.

You hove sgreed to this detesmination by signing Form 6018, Consent o
Proposad Adversa Action., Ascordingly, this lettezr becomss cur final
determination. ’

8ince you ars not axempt, you must file all Pedexal tax n'tuvns requised
of you by the Internal Revenus Coda.

|
} ' This is a denial letter.

; ' 8incersly yours,

Rietriat Director
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Doar Sir or Madam: C”\. [.0. 181 H I_‘l 4

o have reviowed vour application for exemption from Foderal incoma tax
uivior the nrovisions of scction 501{c) (5) of the s-ternal Revenue Code
of 1954,

7he evidence discloses that the |G (horo2ftor referrod

to as the "Orqanization") was formed as an unincorporated association in
tha state of N L .

Tha Constitution states that the objaectives of the Organiration are to
provide membars a vehicle foxr purchasing both food and non-food items at
reduced prices, to involve the members in the operation and managanent
of tha co-op, to promote nutritional praotices and provide nutritional
aducation and to provide co-op sexrvices to senlor citizens.

Memhership in your,Organization {s open to anyone, however, the numbexr
of membaers 43 limited by the number of blochis. Fach block will have a
minimam of six and a maximum of twelve mambers. HRlocks are identified
by the lattars of the alphabat.

The classen of membership in your Organization include approximately [l
working members and about [llsenior citizen members (porsonsa sixty years
and oldery. Memborahip faes for these classea of members are SHand
SHl rospectively.

The application for exemption indicates that working memhers aro required
to work at leart two hours a month either purchasing food and other itaas,
miking pick-upa and deliveries to your hullding, rae-packaging buik items
for individual orders, bookkecping, compiling orders, maintenance, distri-
bhuting orders to senior citizen membars, or printing the newslaetter which
coutains nutritionnl information, recipes, and other items of interest.

Tn addition, you hold semi-annual general membership meatirga and an aniwal
election moeting., Monthly block meatings are held at the disaretion of the
block.
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Pood and othar {tems sre sold to wmambers at [l per cent above cost. Thia i3
your primary source of incoxe. 1. * - 40 receive intexest income. Expensoas
include compensation of mombers for certain aativitics they perform, Go-op
rolated expensas and rent axpense. Upon diasolution, all assets will be
dlvided equally among the present members.

Section 501(c)(5) of the Codeé pruvides exemption from Federal income tax for
lator, agricultural, or hortioultural organirations.

Seztion 1,501 (e){5)-1(a) of the Income Tex Requlations provides that the
orjanizations contemplated by seotion 30L(e)(5) as entitled to axeuption
from income taxation are thore whichs

1) Have ho net sarnings inuring to the benafit of
any member, and '

2) Have as their objeots the batterment of the
conditions of those angaged in such purguits,
the improvement of the grade of their products,
and the developmont of a highox dagras of
efficlency in their respective oowupations.

As your Organization is not of the typa described in soction 501 () (5) of the
Code, wa propose to deny your application for mcogn! tion of exemption under
section 501(o) (5) of the Coda. . v ‘
We have also considered your application under other subsections of 501(e) of
the Code and £ind that you do not qualify,

As your organization has not established axamption from Vederal income tax,
it will be necassary for you to file an annual ingome tax retuxn on Form 1120.

If you arn in agreeuent with om: prapmod denial, plsase eign amd xotutn the
enclosed Porm 6018, Consent 'I:o E:opoued Adverse M'd.on. )

You have a right to protest this ptoposed dotnmimuon if you boum that it
is incorrect. Tc protest, you should submit a writien appeal giving tia facts, .
law, and any other information to: support your position as explained {n the
enclosed Publication 892 (Rev. 8-78), “Exempt Oxganizatioh Appeal Procsdures -
for Unagroed Issuea”. The appeal must be subreitted within 30 days from the
date of this letter and must be signad by one of youkr principal officars, - You
may request a hearing with a member of the offige of the Resional Director of
Appeals when vou file your appeal, 2I£ a haaring ie :oquuend. you will be
contacted to arrango a date for it, The hearing may be held at the ‘Reglonal
Office, or, if you request, at any mutuslly convenient Distriut o,f!vic,e,‘ b4
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you are to bo represented I:y someone who ix not ome of youxr principal officens,

he must file a proper power of atturney and othsrwise cmmuty wiler our Confexencs
and Practics Requixemonts as met forth in saction €01, ¥02 0f the Statexent of
rroooduml Mcs.‘ See Treasury Departmant Circular ¥o. 230.

If wo do mot hear fvom you within the tiwe specified, this determination will
becona f£inal, ‘ '

Sincsrely yours,






