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* Identification Number:
' Contact Number:

B . Employer identification Number: \IINEINED

-  We have considered your applnc:ation for recognition of- exempﬂon from fedecal income tax - '
Co under section 501(a) of the Internal Revenue Code as an organization described in section-

T .,501 (cX6); -Based on the information submitted, we have’ concluded that you do not qualify for

exernpnon under-that sechon The basis for our conclusion is set forth below.

w FactS‘

:'."

. e . ‘».

. Your purpose is to promote consumer purchase of cable telev:slon and related semces "
direct marketmg area. The direct marketing area, also known as the '

iinthe

y <des,ngnated marketing area (\DMA?),’is a term used in the broadcast industry. DMA descnbeé
. the geographic area that covers the major broadcast television stations area reach. Within the

/D DMA, the cable operators are: - .
_ T

—— o

" You have. two dasses of membershnp Regular mambers Ilmnted to the cable opemtots K
thhm the Los Angeles DMA; and Honorary members composed of the programming partners |
:that have. paid an annual contribution to the advertising campaign budget. The cument honorary -

_members arc N WD WD, RN . and’

i " ‘Regular members are enhﬂed to vote -on each matter submltted to a vote of the
‘membership. Honocaty members are. entitied to vote only on matters refating to the specific
{ advertising campaign for which they are prowdmg funding: Additional regular members are ;
.admitted based an.the approval of the Board:of Directors. ' The board of directors is responssble ‘

'for the business affairs of. the taxpayer. The Board is composed of 10-16 directors, selected by’

the regular members. , , .

l

: Contributions and-funding for the regular members is based on the market share of each
| of the members. - Each regular member commiits to codnbute its pmrrata share of the budget

. ‘based upon that company’s share of the percentages at time of the,

apphcatlon were:. ‘ (39%). W (. (20%) —(11%) andlll .




: lforthe eontnbuhons and funding of each member.
.,{ N
‘1’;, YoudesonbetheHomesPassedmketsemceareaastmsernmalnaduectmarket
-’»*areathatare “passed” bynbleTVsemcemms.meanhgmehomnsnearenoughtome
ff' {-wires to access. cable TV services. You state that the Local: Franchising Authority (LFA) grants
*mecableTVfrand'xiserightstoﬂ\elowcabieWoperaﬁor Each cable operator has a
': -geographimllydeﬁnedmompasedmrketsemoearaa that may overiap one or more -

' effectively exclusive tn a single operator..

! well as - media buyers to buy commercial time and create tele\nsnon commercials, radio spots,
o thelr resources to produce a generic television commercial to pmmoﬁe mble services.
of the programming available to consumers. The transcript of the commerdial indicates that it

. i.ends by directing a consumer to a-1-800 number that will presumably connect the consumer to
' [ the cable operator.in theiriarea. ‘In addition-to the television. comimerdial, you produce

I I xndeuallzed advertisements for.each of the cable operators to deliver to consumers in their

respecﬁve market service, areas You have no other activities olher than marketing and
advertlsmg :

3 ';;’-Law:

*.organized for profit and rio net eamings inure to the: beneﬁt of pnvate shareholders or
mdxvnduals ; , .

‘ | an association of persons:having some common business interest, the purpose of which is to
promote .such common interest and notto ergage in.a regular business of a kind ordinarily
- I"carried on for profit. The actMti% of such organization are diremd fo the improvement of
- | business conditions of one or more Knes of business and not to perform particular service for
{ individual persons. An organization whose purpose is to engage in a reguiar business of a kind

5produces only suflicient income to be setf-sustammg isnota busine&s league,

A

general ad campaign, qualifies for exemption as a business league under section 501(c)(6) of

_ ‘ »(6%) Th&seperwntagesaredetermmedbymemPassedmarketsemceama whtchls, L
SR .reassessedeadwyearbymeboardofdlredorstodetenmneifanadjustrnentneedstobemade.'.

mumclpal'ties but do notoveﬂapw:hanyothermble'lvoperaﬁor E-'achmametservicearaais [

': " You plan to purchase adverhsing media including but nat llmted to, broadcast television,
-'radio, direct mail and other promotional vehicles to induce wstomets to buy broadband services:
- from the parﬁcupatmg cable operators. Additionally, you will wod( with.an advertising agency as
.’j + and direct mail materials. The purpose ofheseachwhesistoasistﬂnmembers in combining : 3

The television commercial produced by you describes cable tele\nsion by showing clips

Sectlon 501 (cX(6) of the Code piowides aa exemnﬂon for bueam leagues, chambers of -
-commerce, real estate boards, boards of irade and professional football leagues, as long as not . . .

Sechon 1.501(c}6)1 of the lncome’Tax Regulatlms provld&s that a business league is

?'fordmanlywmedonforproﬁtevenﬂunghmebusmesslsconduaedonacooperaﬂve basisor . -

3 L " Rev, Rul. 55444, 1955-2 C.B. Eaholdsmatanagamzaoonoomposedofreta:ldealers o
{ . whnchconductsanadverhsmgmmpangnformebeneﬁtofanindu.nsbyasaweﬂwougha Coe




.radvemsungexpendmxmandwasmgamedasnadenuasubadkmemMemmwM o

= ; ! purpose of promoﬂng, sell'ng and handiing the national advertising in its members’ publications

‘_ activities for the nmprovementofmebusmess conditions of its members as a whole and is
‘ therefore ot entitled to’ exemptnon mdersedion 501(cX6) of the Code .

theCode, Theorganizaﬁmwaslncammtedbnptoveﬂerelahamshlpbehueencenain o
dealers and the publlc by improving the delivery, maintenance of quality and development of ’
 high standards of service. . The organization engaged in general advertising campaigns that did

:not contain referénce to.its members, except on two occasions ‘and the individual member and e
!notmeorgamzahonpandforthepartiwlarads. mepu'poseofﬁ\eadverbsmgwastolnprove T

i -thebusinessoondmonsofmlspartiwlarinduskyandmmeadvemsmgwmedmenames Y

ofthemdmduaimembers.thosesxtnahonsrepreserwedaiyasmalpahmofmeml

Rev. Rul. 56-84 1956-1 C.B. 201: holdsmatanagamzahon operatedpﬁmnlyforthe
lis engaged in the pesformance of particular services for its membersandisnotsngaged in

‘ Rev. Rul 64-315 1964-2 C B. 147 holds that'an amoaahon of retail dealers whose
i business is a shopping center, does not qualrfy as a business league under section 501 (c)(G) of -
i the Code where the organization’s’ activities consist of advertising- usmg the names and -
. products of the individual member: merchants Such activity constitutes the performance of

U ‘particular services for members rather than'an activity directed to the improvement of busnn&ss
o condmons generally as requlred by the applmble 1egdauons. Co

C

Rev. Rul. 67—77 1967-1 CB: 138dm:besano:gannzahoncompmdofdéalersma

o , ‘certain make of automobile in a desgnawd area that is organized and operated for the primary

| purpose of financing general advertising campaigns. to promote, with funds contributed by

- dealer members, the sale of that make of automobile. The revenue fuling holds that the

adverhsmg is a service for. Its members and; the arganization is not entitled to exemption as a

& | business league under section 501(c6) of the Code. . Activities should be directed fowards the

. improvemnent of business conditions of one or more lines of busmess as dlstmguashed fmm the

T

Pﬂrrommcr-‘ofSerwesformdeualpersons Lo

Rev. Rul.'68-182,,1968-1 C.B. 263holdsthatorgamzahonsprormmgasmgle brandor !

I .broduct within a line of business do notqualrfy for exempbon from Federal income tax under . i -
v section 501(c)(6) e .

i Rev. Rul.:68-264, 1968-1 C.B. 264desmb%anonpmﬁtorgarizabonwhosemembets

{ are engaged in a particular line of business. :The organization was incorporated to operate, as

. Lits primary activity, a traffic bureau for its members and nonmembers as a service in‘the
- ,shupment of their.goods and products. Therevenuerulmgholdsmatmeotgamzabomsmt RS
: exemptundersechon501(cX6)ofmeCodesmoemeoperahmoftheh‘afﬁcbureausermasa .

; convenience or economy to members in their businesses.. The income of the organization Do
apprc)omatestheoostofoperabonsandﬂweopemﬁondahaﬁcbureaushetypeofacﬂwty '
normally carried onfor pmﬁt. i .

' Rev. Rul. 69-632, 1869-2 C.B. 120holdsﬂtatanonpmﬂtocgarmbm ccrnposedof

3 membets of a particular industry, was formed to developed new and mproved uses for existing




| g parheular product fmm a parliwlar pmvnder

Wen s st o o Ee L

o ;productsofthemdustryandmaybeexenumdersecbonsm(c)(s)oftheCodemme
.. jactivities are dlrected towards- impmwngmebtsumsmﬂmsofmemm ,

Iz;

'Rev. Rul. 70—80 1970-1-C8. 130'hokds that a. nonprdlttadeassodahonof

Rev. Rul. 73-411, 1973-2 C. B 180 hdds thata shoppvng canter metd:anis' assoclabon

,whose rmembership is restnctedtoa:ﬂrequnred ofhebnmtsofamshopplng center

and their-common lessor, and whose activitiés. are directed fo promoting the general business
' interests of its members, does.not qualify as a business league under section 501(c)(6) of the
i Code. The association was organized to serve as a means of communication and exchange of .-

- - views between the owner and the tenants. Income was primarily from the membership dues
R ;..,r‘assessed aooordmgtohetypeofbusmmmcmnandtheeadentofbmhasspacerented o
L kExpenditures are for internal administration’and office expense including publicizing ‘and b

promotxonal services. The organization:was not structured along a particular industry or N
S busiriess lines. :Membership was limited. solely to the owner and tenants of the facility. The
' | organization lacked the essenua! element of public representation.with respect to its

membetsh:p and the: community it purporiedly served. Addmomlly the activities of the

*orgamzauon were not directed at improvement of business conditions of one or more lines of
' .. i-pusiness-orbusiness conditions of any community-as a whole within the meaning of section

! : 501(c)(6). instead the activities served the individual business interests of the owner of the .
i shopping. center.- Each of the organizahon s activities sesved.the special interests of the !

o l': ‘members related to.their status as.tenants rather than any common business. purpose in relation
i E 1o the status of the members as representatxves of the commercial interests of the community.

: The publicity and promohonai activities were' designed to shmulate the general volume of
busmess.‘ Lo

Ratmnale LT L UL e e

T | ‘Thé information you have submitted establishes that your sole activity is to provide ;
' advertxsmg and marketing services for your-members. Your primary purpose is to increase the .
i purchase of cable television and related services by: consumers within Los Angeles from each of

- your Tespective' members As provided by section 1.501 (cX6)-1 of the regulations, an
.. organization that engagw in a regular busmess of a kind ondinarily cartied on for profit, although |

;. ‘ conducted onaeooperahvebaszs nsnotabusumsleaguemdersechonsm(c)(fi)ofmeCode

Your televusuon adverhsement does not promole the cable teiev:sm industry as a whole but .

S ?atherpmmot%ead'nofyourmembers the individual cable providers. Rev. Rul. 55444, supra,
'+ holds that a general advertising campaign, which does not induce the consumer to purchase a

: g.spartlwlarproductfromapartmlarprmndav maybemaxemptadiwty However; in your-

: situation, your advertising: ‘and marketing:activities are mduang consumess to purchase a

| manufacturers, whose priricipal activity is the promotion of its members’ products under the R
- assoelabon s reglstered trademark, does notqmllfy for emmphon under section 501(c)6) of the

B
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Each'member has an éxclusive market service area, "Your membership is limited by the -

':' }LFA. The LFA granis the cable:franchises tg individual operators, limiting the availability to a

H

" tconsumer of a chicice among the cable services. Each dperator maintains an exclusive

- tfranchise in the:area désigned by. the LFA. ‘As-such, your membership is closed by the LFA -
.. {through-its franchising grants. Undér these:circumstances, i does not appear that your
¥ %;membezship will increase with new metmibers and your activities will be Brnited to your current
Z: ‘.membe’s.. . . . . . . z . . : ' .

Ty

et

- {your individual advertisements, by limiting the scope of the advertisement to-that single

: | services through,a mass marketing campaign.

© .} member, they essentially: promote a single bfand or product within the line of business. Rev. ..
i Rul. 68-182, supra: Additionally, individual advertisements are not exempt activiles asinRev. . | .
-{Rul. 56-84, supra and Rev. Rul: 84-315, supra. Activities such as advertising and marketing are | 1.
., -1 :also the type ofactivity that would-ordinarily be conducted by a cable service providerfo induce ' |
.+ 1-consumers to purchase: their products. There Is no general promotion of the cable television :

b

= tindustry but rather.an attempt to induce the-consumer to purchase your members’ cable

- ‘ _ Unlikethefact;situaﬁbp,in'Rev. Rulsgﬁazmmadmuesae not diredédmfanﬁrmg . R
~ j-and developing new and improved uses.of cable television. Instead, by directing your activities DR

i

© . :to increasing the number.of cable television subscribers within the Los Angeles area, youare . | -
. . { performirig a particular service for.your members. Rev. Rul. 68-264, supra and Rev. R, 67-77,. | |
: s;"sup: ra. : = - '

.+ i Similar to the situations found in Rev. Rul. 68-284, supra and Rev. Rul. 73 411, supra, your
* . advertising and: marketing; activities are for the clear. convenience and economy of your :
" 4. “members:in their businesses, resuitting in savings and simplified Gperations.” Your advéiiising - 12
' ¢ hand marketing services are designed to, stimulate the volume of business generated by your
. -members. Although your activities are conducted on a cooperative basis and produce minimal

" income, you are not a business league under section 1.501(c)6)-1 of the regulations where

-+t such activity constitutes the performance of particular sexvices for the Individual members rather -
i than an improvement of the business.conditions generally. - . : x

*:Accordingly, you do. not qualify for exemption as anongzmzaﬁon described in section

"} 1/501(c)(6) of the Cade and you musst ils‘fedaral income tax returns.

4 I Youhave the right to protest this ruling if you believe i is incorrect. To protest; you should - :
" submit a statement of your views 1o this office, with a full:explanation of your reasoning. This - .
. 1.statement, signed by one of your officers, must be submitted within 30 days from the date of this ,

'+ iletter. You also have aright to'a conference in this office afier your statement is submitted. C
. * | You must fequest the conference, If you want one, when you file your protest statement. fyou -
o lareto be represented by someone who! s riot one of your officers, that person willneed tofile a L
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+ 1 Your general:advertisément will presumably direct consumers to the single, individual cable - © -
. roperator in theit area via the 1-800 number: This does not promote cable television generally.
;- +instead the structure of the direct marketing area and the franchising authority essentially .
it finduces the consumer to purchase a particular product from a particular provider. In the caseof.: | |
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';- pmperpowerafaﬂomeyanddhetMsequaldyuMerwmandechces

: Requirements

lfwedonothearfmmyouwmin30days.ﬂismhngmllbecumﬁ1alandacopyvdllbe LA
.' *omardedtohOhnonExmtandGovemmtEnﬂﬁes(FElGﬁ)oﬁce Thereafier,any - .. ;-
. 'quesbonsaboutwaederalumtaxm'shu@ be'dirbdedbMOfﬁcefeﬂierbycalﬁng' SRS
- B77-829-6500 (abollfreemmber)orsemﬁ\g'cm&spondenceb M'BIRe\lenueSewioe,-' ne

; iTE!GECustomerSemce P.O. Box2508,0ncrmh Ol-t45201 ’ o
' mpedtothsme youwillexpedmemenr

,' Whensendlngaddmonalle&atsﬁomwith
eceopt by usmg the following addmss.

lnﬁemal Revenue Service
TE/GE (T:EO:RAT:2): .

1111t CmsumbonAve,

SRR T Washington, D.C, 20224 . |
I you: haveanyqueshons.p(easecaﬂadmepersonwhmenamandtelephmemmber R

R
Py

are shown in the heading of this letter.

ﬁ

EmemptOrgmlzabons
TedngalGroupZ ,

" Datel:

Sumame.




