Internal Revenue Service 3 ey Dq;pélfth"éqt of the Treasury

District gt 1100 Comerce St

Director

Dallas, Tenas 75202

i FEB 0 § 1995
‘Pé:rao.n ‘?‘.o Contact:.

Telephone Nuaber ;-

Refer bply To:

Dear Sir or Madam:

We have considered vour application for recognition of exemption from tederal income
tax under section Y0lta) as an organization described in section 501(e¢)i4) of rne
Internal Revenue Code.

The information submitted with vour application indicates VOou were ncorrorated g
*. According to vour Artieles of

[ncorporation. the purprosea for which vou were created are:

L. To provide for the maintenance and preservation of all of the vropertiss within

”

2. To promote the health. sarety and welfare of the tract ouwners within o p

In your application. vou state that vou maintain and landscape esplanades. entrances
and open areas for the benefit of the property owners and all visitors. You sl3o
perform lake maintenance. provide water and electricity for the common ar=as. and
contract with a management company to monitor and enforce Jeed restrictiona. Yoo
anticipate that your future activities will be th> same as preaent.

You state that (SR i 2 nixed-use development iocated in (N

. con3isting of approximate acrea. There are @ revail
businesses established within the boundaries of

In vour Byvlawa. you state that the terms "Property or Properties’ szhail mear ann
vefer to land within QNN : “ract® shall mean and refer te each
varcel of land within the Properties described in a deed: "Ouner or Tract ouner’
shall mean and refer to any person. firm, corporation., or other entity or any
combinaticn thareof that is the record cuner of fee simple title to a Tracrt: and
"Commo: Area” shall mean all real and personal property now or herearfter utilized by
the for the common use or enjovment of rhe ‘mners.
including. by way of example and not limitation, esplanades. medians. green belt
areas. landscape easements or reserves. parkways, private streets. or Similar areas
tor the common benefit. use or enjoyment of the Owners."

You have entered inte » managenent agreement with ..oan

tive. financia

anrelated management company. to monitor deed restrictions and pertorm administra-
cial and property management services for vour organization.
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Your sources of support are annual assessments charged to property owners and
interest earned from investment accounts. As indicated in your application,
close to‘ of your support is derived from annual assessments.

Your operating expenses include maintenance, repairs."utilities, management,
administrative and franchise tax. From IR th-ouch (I
‘the amounts incurred for grounds maintenance constitute ‘Z of your total
expenses. o

s of QU . . oo cesecved SOEEEP for use as A CERLACEmEnt T un
which will be used for landscaping, monument replacement and an irrigation svstem.

In vour letter. dated . vou state that the buildings located within
the boundaries of . are utilized by individuals and companies

in the conduct of their businesses.

In 4 letter dated (. tho GNP st:tes that vou maintain

rights-of-way in certain areas. Your map shows that those areas are medians and
esplanades encompassed along the boundaries of the

la vour letter. dat.mi—. veu state that von oun the lake. greennsirz

and other common areas within the boundaries of ——

tnrther state that veu maintain and landscare only the entrances rte. and the

roadsides encompassed siong the boundaries of. the .

alse provide common area lighting for evervone.

[n the same letter. vou indicate the GNP h.c an estimated topuiation

of G and there are no residents in QY (o state thar the
primary reason for obtaining hax exempt. status is that it rrovides exemption trom
state sales taxes which are significant to your organization.

You cite Revenue Ruling H0O-8B3 that if an association’s activities benefir a
community, it may qualify for exemption. You further state that you maintain the-
rights-of-way and esplanades on city property in identical fashion to the
organization as described in Kevenue Ruling 75-286.

n 501(chridy of the Internal Revenue Code provides for the exemption from
Il income tax of civic leagues or organizations not organized for profit
ed exclusively for the promotinn of social welfare. or local associations or
28, the memberzhir of which i3 l.mited to the employees of a designated

r persons in a particular aunicipality, and the net earnings of which ure
devoted exclusively to charitable. educational. or recreational purrposes.

Section 1.801(c)4)-1ia)il) of the Income Tax Regulations provides that z civie
league or organization may be exempt as an organization described in section
201(eh(4) if it i3 not organized for profit; and it is operated exclusively for rhe
promotion of social welfare.

Section 1.501(e)(4)-11a () of the Regulations provides that an organizatian 1
operated exclusively for the promotion of social welfare if it is primarily =ngaged
in promoting in some way vthe common good and general welfare of the veovle of the
community. An organization embraced within this section is one which is operated
primarily for the purpese of bringing about civic betterment and social improvemenr .




In Revenue Ruling 74-17. a nonprofit organization formed to provide for the
nanagement, maintenance. and care of the common areas of a housing project does not
qualify for exemption under section 501(c)(4) of the Code. The ruling holds that the
maintenance and care of the common areas of the project constitutes the provision of
private benefits for the unit owners. RO

Revenue Ruling 74-99 provides that the tern “community” as used in section 50Lie4)
has traditionally been construed as having reference to a geographical unit bearing
4 reasonable vecognizable relationship to an area ordinarily identifisd as a
governmental subdivizion or a2 anit or district. '

[n Revenue Ruling 75-286. an organization formed by the residents of 2 ecityv
preserve and beautify the public areas in that block qualifies for exempticon under
section 501(e)(4). [t3 activities consist of paying the city government to plant
trees on public property. organizing residents to pick up litter and refusze in the
public gtreeta, and enccuraging residents to take an acrtive part 1n beautitving tre
block by placing shrubbery in public areas within the block. The riing holds thar
the organization’s activiries promote social welfare because they beautify and
preserve pablic eroperry ir o cocperation with the local governmen' Therehy nensrining
the community asz a wholse.

revenue fMiling BO-%3 provides answers to specific quearions as ro whether thne
conduct of certain activitiss will arfect the exempt status under zection il g
nt qualifyving homeounera associations.
You can be distinguished from those of a homeowners associaticon vecauze vou are nor
a membership organizaticn rformed and controllied by member-homeowners. Your initial
rrusteesz are appointed by the ana are net the
tract or anit owners of the . There are no residents in
L. The buildings located within the boundaries of the«4Npy

are utilized by individualas and companies in the sonduct of Thelr
businesses. Therefore. vou are not a homeowners” association and the provisions of
Revernme Ruling B0O-83, zapra. are not applicable to your organizaticn.

fou can also be distinguished from the organization deacribed in Revenue Ruling
TEH-E86. supra. That organization was formed by a grecur of rrivate residents <~
beaatify and prezerve public areaz within a block. They picked up Litter an: retuse
in the public streers and paid city government to rlant trees on ublic properry.

[n vour case. vou nave contracted with a property management <ompany to malntain and
landscape the common areas of A business park which econsizrs of -busmess wnits.
Those maintenance and landscaping zervices are provided by a commercial entity
*hrongh & contract witn the propecty management company. You are not a memberanip
-~ganization composed of rrivate residents. You do not pay 21ty government to piant
Lreees on public property. Nor do vou organize the businessez located within the
poundaries of the 4 to pick up litter and refuse in the
rublic streets.

You are organized primarily to maintain and landscape the common arszas nf the Gl
O . - ousiness park cannot be considered az a community since it 1a
not a gecgraphical unit vearing a reascnably recognizable relaticnship to an area
ordinarily identified as a governmental subdivision, district or unit. In fact,

. 18 a commercial develorment which provides s place for




individuals and companies to conduct business

You do not restrict the general public'laclcess;'to,.,_the_ common areas of the SN

because the property owners'use the buildings located within the
boundaries of the Park in the conduct of business with the general public. You
provide common area lighting for the use and convenience of the property owners and
- their customers. U

In order for the businesses lorated in G o oot <o serve

more customers, it is necessary ror them Le pay assessments to vour organizacion for
maintaining and landscaping the common areas, rights-of-way, esplanades and
entrances within and adiacent to the boundariés'qf the 1. It
is common for a shopping mall, retail center. or commercial building or the like to
maintain areas such as the right-ot-way and esplanades encompassed along its
boundaries. Therefore, vou are primarily providing a service to the busiresses
located in the as distinguished from prometing the common
good and general welfare of the community.

As stated in your organizing document, vou were formed to provide for the
maintenance and preservation of all of the properties within

» and to promote the health. sarety and welfare of its Property owners. You are
not tormed to promote the the common good and general welfare of the commuanity.

Since the entire section of Lhe—_ consists of commerciai
properties used by individuala and companies in the conduct of business. it is not a
community for purposes of section S0L(ehr4).

Further, vou fail to provide evidence that vour common areas are usea by members of
the community at large. who are not the property owners of the ,

to conduct recreational activities. You state that the primary reason for
pursuing tax exemption under section 901(e)(4) is that it would enable vou to obtain
exemption from state sales taxes which are significant to vour organization. such a
Purpose is not within the meaning of section 501(c)(4).

Since vou are primarily engaged in maintaining and preserving the common areas or
the . and vou define the term "common area’ to include all
personal and real properties utilized by vour organization for the common use and
enjovment. of the property owners. vou are not primarily operated to promote the
common good and general welfars of the reople of a community. Ther=fore, vou are
not a civie league or social welfare organization described in section S0licig),

We also conclude that vou are not a homeowners’ association or local asseciation or
«mplovees described in section 5011e)(4) because you are not a membership
crganization composed of homeowners or emplovees. and vou are not cperated primariiv
tor one or more exempt purposes specified in section 5011¢)(4).

In light of the above, we propese that vou do not qualify for tax exemption under
section 501ta) as an organization described in section 501(c)(4) of the Internal
Revenue Code. »

Accordingly, vou should file federal income tax returns reporting the amounts of
veith hiskkia 3

Hemfa avd %3 dus wn Form 1120,




. ‘ ) . i
If you do” not agree w1th these conclu31ons, _You' may
this. letter flla in duplicate ‘a’ brlef'
sets forth your p051t10n.,; :

IL you agree Hth LhEQH (onL;uslonb or doinot wish L0 I le a wrlnnen pProtest. please
sign and return Form 6018 in the encloaed self addressed envplopp 4s soon as
possible. ® You should’ also file the ‘enc L 'Federal income tax returnis) within

days with the Chief. hmblovee Plan/Exempt‘ rganl"atlon Division 1100 Lummﬁru-.
Dallas, TEXd~ 7594°
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If you have any further questions, plﬁase contaat the person whose name and
telephone number are shcwn at the beginning ot thls letter.

Sin rely,

g,,,%, &by

District. DerCtOP
. Bobby. E. &cott
Enclosures: i She
Publication 89% )
Form £018 :




