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Dear Applicant:

We. titve consdiiened your application {ov exemponion from Fedenal
Lncome tax as an oxaandization described nosection S5Gl{cli sl o4 the
Internal kevenue Code.

The Indornmation submitterd with your applicaiion d
your organdization was incoaporated unde s Tre nonprofid

state of (NI

Your purposes, as stated in youn articie s of [nooaponatlon.,
anre., "to create, develop and disseminate adventis ng i makating
progadms and campaiaonsd of every Rind and aescription (n order to
promote the retail snbe, feasing ox diatrnibuiion of KGR o oducis
including without Cimitation, automobifes. 1Traucks and parts and
accessondes therepor, and afl senvices related to the maintenance
and care of slich products, suck programAs and campaigns to he
paimenily finonced by and bor the benefit of I Dexlers focatad
in and around the ared: and to provdide a
central.ized source hor the disseminatior of {(nbfowmation to suah
deolers nelating to develovments in the auto industry.'

sefones that
.

Cles ob the

Voun Application 1024, pame 2, adds, "day o day activitias
wAlL bhe conaucted by the President and Wice-President {rom theix
dealernships Located n || NG -2y
Majon decdsion will be made by all Memben deafens at requfarly
scheduled meetings. "

Voun application states thait the criteria tor memhernshipr anre,
"ALL individuals on entities that are actively engaged as dealers in
the retail sale, Reasing on distribution o4 - products and
provide services nefated to the maintenance and ccre thereod Ln and
ow.ound the || EEGKGTG@ENENEEEEE <« tach member has one (1] vote."

and that, " . 5. soles agent fon the

B (cctc iy, will provide Assocciations financial suppont.”

Thete A4 no provision Atated in edither uotr Axnticles of
Incorgoration orn by-Laws for diss0lution o) your corporation.

Bus.iness Leagues, chambers of commenrnce, real cstate bhoards.
cb trade and probessional foothall Leagues, not orgarndized hot prohit



Gy

and no paat off the net wcanndngs of which nove s to the Dona b it o4
ant perivate AtiarcholdAden o indicddoaatoa s exempt fuom dncaomn tay
une o 501 {a) and 501 (c (6l o the Irtetnal Revenue Code.

To quaflity for status s . Sraanization a2xempt jrom Federal
(ncome. tax under Code Aention SO {0161, tha (olflowing waaddrement s

MUST ke met:

(. It must bhe an adsociatian of perrons having 1 common
busitiess (ntercst:

Z2. Tt puapose must he TO promote 0 Commar b rinaas cnbane i

J. It must not be organdized fo~n paof it

£

It must not enGgrage -n  wn activity ond nanily cnocged in
horn prohit:

Tty actovitiaes must b diznectad to
husine 45 condcteons 26 one o1 morne {one of e sene sy a1
distinguished {rom the vexfoumance '
porn drndividual pexsons;

G. Tt must ke of the saome genetal Cioh s
commence on o bowad of trade.

(%21

2 L

”

The courts have Oritenpre ted the feson “Cipe o8 bhasdne sy’ Fo mean

edlthen an entire industay, o alL components b an dindustry within o
GeugaLphLe aned. The Internal Reventue Mannal defines o VLine of

husiness" as a taade on occuparlLon, the entry oito which 8 not
nestnicted by a patent, taademaaiz, o simedanr device that would
allow private partics to naatrnict the right to engage in businass,
The Service nas applied this definition to an o5 ( 4
dealens marketing a single burand of auwtomob (L2 [Revenue
(7-77, copy atiached ], and an crganizxtion of Llcensecs of «
parnticular patented product, bottlews of o vaxtioular bhrand of so¢t
dnink (Revenue Rubing 686-182 [copy attachned). The position of the
Senvice 4 that a "scgment’ of a "{dne of Business’ (8 ot a "Ldine
ot business'.

Vour oraganizatdion does (mprove bhusine -+ condditicons Ho1 youa
membesns. However, yowr memben' s Line of husdiness promotes a
particufar manu bacturer’ s product [N -7 ¢ considered mernely
a segment ob a wine oh business. Since your 2agandizatiocon’ s
activities and goals are not dinected toward (mproving conditlons (n
a "complete” Line of business, Lf (s the posditdion of the Inteanal
Revenue Senvice that gour oagonization doves not qualify for
exemption under section 501(c)l6).

Exemption cannot he available to add one gwoup {1 competition
against another im an <ndustry. Becauwse your orcanization servesd
onty I 2cafers and serv e entitics, NN, (( granted exemptior
brnom income tax, would gairn a competdiitive edge o < manufpacturens vl
competing products,

Therefore, based on the infpormation submitted, we have
concluded that youn organization 4is not ent.cled to exemplion fHrom
Federal income tax as an organization descalhed <n Code section
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501{c){6]) ob the Internal Revenue Code.

T4 you are in agreament with thes proposed deteumination, we
request that you »sign and retusn the enclosed Forum 018, Consent to
Proposed Adverse Action. [PlLease note the (nirwuction for signing on
the revense of the (orm. |

T4 you do not agree with this orooosed deri.1l of exemption from
Fedexral income tax, please provide any further (nbormation that you
feel would aid youn casre. Ploase hack up youa posltdion with oites
frrom the tax Code arnd Regulations.

Enclosed 44 a copy of Publication &92 which will explain youn
nights of appeal in this nmatten.

Yours very truly,

Tax Law Specialist

enc: Pub 892
Form 6018 and (nstauctions (2]
Envelope {SASE ]
Rev Ruf 67-77
Rev Rul 68-18§2





