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Section 1.501(c)(3)-1:d)(1)(ii) of the Regulations provides, in
part, that an organization is not organizad or operated
exclusively for one or more of ‘the purposes mentioned in segtion
501(c)(3) of the Code unless 1t serves a public rather than a
private interest. An orgaquation ‘may not be exempt if it is
operated for the benefit of private indlwiduals.

Section 1.501(c)(3)- 1(d)( ) Df th! Raqulations provides that the
term "charitable" includes relief of the poor and distressed,
advancement of educatign.a nn.qcience and the promotion of social
welfare designed to accomplish any ov tnc above purposes.

Section 1.501(c)(3)-1(d)(3) o? thn Regulations prov;des, in
part, that the term "edu:atzonal" relates to the instruction of
th= public on subjects usaful to- the indivxdual and beneficial
to the community. Museums. qgg schqpls are included in the
examples of educational organizations which, if they otherwicse
meet the requirements of section “01(:)&}) of the Code, may
qualify under this section. , ~

Section 1.501(c)(3)-1(d)(3) of the Regulat;ons defines a
"gcientific" organization as one carrying on scientific research
in the public interest; this 1nc1udes resaar:h carried on the
purpose of discovering & cure: for a disaasa,'research for the
purpose of aiding in the scientific. education of college or
university students, and research. for the purpose of obtaining
scientific information to be publ;shed. o :

Section 1.501(c)(3)- 1(d)(5)(111) Df tha Regulatlons states that
imgerienti‘ic research will be reqarded ‘as carried on in the
public ir.cerest (a) if the results; of such research (including
any patents, copyrights, processes, or, formulae resulting from
such research are made available. to tha public on a
nondiscriminatory basisj (b) if su:h research is performed for
*he United States, or any of ity dgangits or instrumentalities,
or for a State or political subdivision thereof; or (c) if such
research is directed toward benaflttlng ‘the public."

Section 1. qUl(c)\.\) 1(b)(4) af the Reguldttons states that. "ar...
organization is not orqan;zed axclusivaly for one or more exempt
purposes unless its assats are- dedxcated to an exempt purpcocse.
An organization’'s assets’ wall be. conqiderad dedicated to an
exempt purpose, for example, if~upon dlSSDlULan, such assets
would, by reason of a prnv;szon[;n.&ha Drganl‘atlon s articles
or by operation of law, be distributed .for one or more exempt
purposes, or to the*Federal qovernment, or tp.a State or local
governanent, for a public. purpose,‘or would ba distributed by =&
court to another organ;zat"ﬁ“to b 'used in such mENNEr as in
the judgment of the court wi
purposes for whichitha*disé
However, an nrganlzation d;
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Revenue Ruling 69-528, C.E. . 1969-2, 127, holds that an
organization reqularly carryingjon,anrfnvestment service @g°

. business that would be unrelated trade or business if carried on

. by any of the exempt organiihti@nd;on}\hose behalf it operates,

, is not exempv under section 50i(a).of-the Code. The
organization receives funds Trom}thpfbarticipating exempt
organizations, invests in common . stock, reinvests income and
realized appreciation, and upon:request liquidates a
participant’'s interest and distributes the proceeds to the

participant. The organization'is free from control of the

participants and has thq;@béo;htpﬁgﬁq;qntqntro;led discretion in
N management of funds,,votagbngan'ng;tynﬁcon:érning the funds,
bind the fund, etc.yulnghgq;gip %

& Participant’'s ownership
interest in the property does entitle such participant to
the right to call for a: itic ivision, etc. of the
property. It was held. that proy Qihd{ihVeqtmeht,service on a
reguiar basis for a fea iBJfﬁédgﬂptfbuSihess.nrdinarily carried
on for profit. Further,;if»théﬁserQiteS?wera,kegularly provided
by one tax-exempt organizationﬂfqr{other‘tax—exempt
organizations, such activity would :constitute unrelated trade or
business. Con BT T

Revenue Ruling 71-529, C.B. 1974=2, 234 holds that a nonprofit
C organization that provides_aséistadtefin'-h:-managemsnt of
participating colleges’ and universities' =~Zowmen: or
| investiment funds for a char@e?éQbstqntIallx.below rost qualifies
f for exemption under section S01(g)(3) of the Code. The

organization receives capital.frﬁﬁfﬁhpgparticipatlng exempt
organizations, which Capital is then places in one on more
icommon funds in the custody of various banks. The funds are
invested upon advise of independentﬁinyb:tment counsel retained
by the organization. Most of thefopariting'expenses of the
organization, including the costs of the services of the
investment counselors and the custodian banks, are paid for by
grants from independent Charitable organizations. The
participating exempt organizations pay only a nominal fee for
the services performed. These fees represent less than fifteen
percent of the total'cost»qfqppe5giidn;{fj¢vwas hbeld that by ...
performing this function faffyhgfpaﬁticipating.exempt

R ci'ganizations for a charge that . is substantially below cost, the

organization is performing a' charitable activity within the

meaning of section 501(:)(3);6t7thefCoq§.v '
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In addltlon, to sat;s?y th‘
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rates. Consequently, the
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rg n;zation -] activities are
eanan of sectzon 201(e) (3)

price lacks the donatlve
activity as charitable. ;

required pursuant to Federa : éome Tax Regulat;ons sectzon
1.501(e)(X)-1(b)(Y). LR :

Accordingly . we conclude that. yo do: not meet the requ;rements
for exempt status under section 501(:)(3) ‘of the Code and
propose to deny your request for euempt&on under that section.

You are required to flle a taxab]e raturn Form 11”0 or 1041 with
e the District Director of Intarnal Revenua Service. Flease send
the return to the Internal. Revenue Service,

Contributions made to you ara notqdaductlble'by the donors as
charitable contributions. as de i Vct;on 170(c) of the
Lode. B

If you do not agree with thlﬂ determination, you may request a
Conference with the Regional Director of -Appeals by protesting
in accordance with the enclosed 1nstructinns within 30 davys.

Protests submitted whlch do not contain all the ‘documentation
stated in the 1nstru:t;ons will ‘be returnad for completion.

hat'time th;s determination
‘pproprlata State Officials

L vy

If we do not hear from yoﬁ w;thl
- will be considered fin-l .and  the
will be notified.

.
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If you do t protest this proposed determlnatxon in & timely
manner, it will be considered’ by the Internal Reverue Service as
a Tailurc to exhaust available administrative remedies. Section
7428(b)(2) of the Internal Revenue Code provides in part that “A
declaratory judgment or decree under this section shall not be

issued in any proceeding unless the Tax Court, the Claims Court.
or the District Court of the” United.States for the District of

Columbia determines. that the organizatzon involved has exhausted

administrative remedies. avallable to’ lt thhln the Internal
Revenue Service." v .







