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Deer Sir or Madam:

We have considered your application for

recognition of exemption From Faderal
income tax uncer section 501(c)d) of th

e [nternal Revenue Code,

of BN on + Your purposes are to promote the €ivic interes;
of persons owning or Gccupying lots, ang to promote the ]

end health of sueh persons, and to help enforce
restrictions and conditions Pertaining ig

also & means of conveying information of commoen

raguirements, county road maintsnance and any other
problems or conce.ns that may occur from time to time, The only common ares

that you maintaan 1s a boat ramp that you Rresume to ke public becausu you have

no private or keep out S10Ns posted and there are no parsons checking to see

what the status of thoss using the F4Mp are. You pay a fue to the Electric
company for a njght light, . .

The subdivision is com

_ posed primarily of residential homas
locats te of MM in I County . .The arsa on the north ig
m a man made leke controlled by ———— ]

® 8ast and south arsa is *

+ The area on the west is
state Highusy M.  The subdivision 1s located approximately nine to tan miles

Section 1.801eda)=1(a)2)(1) of the Incoms Tax Regulations pr@thqu'thg;

“An organization is operated esclusivaly for the promotion of social it
welfare sf 1t i3 primarily engaged in Bromoting in some way the common goad
and general welfare of the people of tha community, _An organizatien
onbraced within this soction {4 ane which (s operated primarily for the
" purposs of bringing about civie betterment ang social 1nproypqantl;

Section 1,501(c)(4)=] of the regulations provides, f dcrf N caﬁfdllohll;;.A”

“(aX1) In general., A ¢ivic league or organizatson may be exempt as an ji”*
organization described in section S01(cr4) ¢t - D




profit,eee
~association to qualify for exemption under IRC 5Q1(c)4) of the Code, it nus

1. The organization must serve o

3. Théxéondon areas or facilities must be for.

Rev. Rul. 80~63, 1980-1 C.B. 1

‘recreational facilities, nuch as swimming pools, tennsis courtq,‘§nu?bé@£;
;‘toqaonbpns of the association doas not qualify for exemption, -

»r

(1) It lelnot erganized or operated for profit) aﬁd;?&

(3d) It is Obmrated exclusively for the promotion of aocinlluoifaro.‘-
(al2¥(1) An‘organtzatxon 1S operated sxc
welfare when it (s primarily angaged 1in pr
and general welfars of the people of the

within this section i3 one which is opsrated Primarily for the purpose of
bringing sbout civie bettermants and 80cial improvemants sve The promotion of
social welfare does not include direct or indirect participation or intarvention
in political campalgns on bahalt of or i1n opdosition to any candidate for publie
office,  Nor is an erganization operated primarily for the promotion of soctal
welfare §f {tg pramary activity 1 operating a social club for the bensfit, o
pleasure, or recreation of its members, or iy carrying on a business with the
general public in a mannur similer to organizations which are operated for C

lusively for the promation of social
omoting, in same way, the common good
community, An organization embracad

-89, 1974-1, C. B. 131, holds that in order for a homecuners®

hqu:tbo,!olLQMan charecteristics:

_L%pc;n;;onlhtp to an aren drdinarily identified as governmental, . -

2.'Itlnd§t nét donduct activit

les directed to the extarior maintenance of
private residences! and :

the use and enjoyment of tﬁ|“<.. :
public, as distinguished from controlled use or sccess restricted to the
nonbcrq of the homeownars' assoclation, : S o

represents an ares that is not & community and restricts ths uase of its: -

' ' 9538°(8.0.
1984) the Court held that Rancho Santa Fe Association, Inc;'fallq;utthlna
definition.of & tax exempt organization devoted to the promation of th
welfare, It perforns the functions of a governmental entity and brings
Givic betternants and socisl improvenents that would ta so
Rancho ‘Sents Fe community should they be lost or curtaile o 4
niesociation, Inc, provides recreational fecilities in:the for
‘nunsrous tennts courts, playgrounds, athlatic fields, parklands
bridle traily and open spuces. . Over two=thirds of the Associatio
devoted to 'comman sreas. Rancho Sanis Fe'is & housing developmen
‘$n size and sslf~gontained in orientation.: It is not the erdinem
grouping of -trect homes, but ‘is en tndopondint';qamqntty:
geographically from the central area of the city of San'Dj
Santa Fe is & sub-part. . Rancho Santa Fe has- its : '
Jhe associstion benefits th :

community which bears a roaooﬁabio:récégntzaﬁid _

B, states that s homeouners® association ;5166;3'{.

ereas




-the uae of its members. In order
”honoounera' association must shoyw

4% f8 a civis erganization operated for the promotion of so

_goqd‘hpé General welfare of the community,

‘Gorporation organized by World War II veterans and

‘order 1o fall within the claimed sxemption, an organi
~educationel purposes exclusively, This plainly nean
‘single non~educational purpose, if substential in nat
‘exemption regardless of the number or importance

benstit of any private sharaholders,

by ouning and maintaining residential streets, enforcin

. Of providing residential fire and police protection and trash collection-
‘varvices, . , O

‘Based on the infdrmation presented, we have concluded that you do not meet the ..

801(c ¥ 4) of the Intarnal Revenua Code. Your organization doss not sery
.community which bears a reasonabije recognizable relationship to an area -
fordtncrt!y,tdentiftod a8 governmontal. You are not e community:like the ona
‘described gn _ ) ' ;
9636 (8.0, Cal. 1984), The common ares that you maintain is very ﬂ.lxi&ﬂ}l‘lq;
.4 proportion to your total size.__You do not have eny rocrcctlonn&forcaa;{onop

‘to the public, You de not heve your own post office end 21p code. Except for
‘the fect that you do not restrict the use of your boat ramp to members on}
organization Le somewhat like the organization describad ‘in

‘confers tarqible snd concrete benefits of a public i
‘public at lar

‘or stores,::

Consiste: of one=story residentisl buil
Admintstration,:. Property within ﬂ

W, Va 1986) the Court held that
oxempt status as g eivil league
assoclation did not previgde bane
a8 definable community because

2 homeowners' association was not entitled to )

or organization under Code Sec. 501(g)4), The

fits of & public welfara nature;td“tho‘publtcvor

the association's facilities were rastrictead tq

to be qualifiad for tax axampt statue ..

that (1) it (s a non-profit organi=uionm' (2)
clal walfyr ‘ang oy

omot.ng in some WaY 3 vaen ¢

it promotes social welfare by being engaged in pr

o B2-2 U.8.7.C. hald that & nonprofit
ethars to buy a housing
project from the Public Housing Administration was not exampt from tax as a -
6ivie® organization or as s "sacial welfare” corporation. . ‘

326 U.8, 279, 283 (1845) *, , .'(13n
zation must be devoted to . .
8 that the presence of s

ure, will destroy the :

of truly aducational purposes.*®

fwiiilsalconaxdored your organization under section §@1(c)(?7) of the Code. This
‘ssction provides for the exemplion of clubs organy

2ed for pleasurs, recreation,
and other nonprofitable Purposes, substantially all of the sctivities of which

are for such purposes, and no part of the net sarnings of which inures to the

Rev, Rul, 75-494, 1975-2 C.8, 2'4, provides that a club providing social and
recreational facilitiag, whose membership i1s limited to homeouners of g houning
development, will not Qualify for sxamption under saction S01(ec)7) of tha Code -
9 rostrtctlvh'ccvonnnt:,~

requirements for exsmption as a social walfare organization described tn pgqtto@:;

v 84-2 U.S.T.O.___ "

ih which the real 1ssue. is whether your. organize

welf - 8
Or & definable community, e
v lacks certaln indicia o & community suc
Your organization also resenbles the organizetio
- itss. - In lng,




_honcouner: of a housing development and you enforce restrictive

“your by laus which are similar activities to those described in Rev. Rul,

property ‘pirchased from o developes,
offer a service or procram for the diraect bettarment or tnprovement of the
community as a whole., Your organization i3 not a char;table corporation in lau
or squity, for i1tis contribution is neither to the public at large nor of a
public character. Fecta_presented show that your organization is not 'civxc'.
but simply a private cooperative organization; its operation (s not a work of
“social welfare” but o Rrivate sconomic anterprise elbest in the interast of
some of the citizenz; and even {f 1ts objacts i1nclude a contribution social
welfare, that is not 1ts aim “exclusively.* Your nrganization seems t, ba

organized for private benafit rather than s«clusively for the promotion of
-s80cia) welfars,

Also based on the information Fresentead, we have concluded that you do not maet
the requirements for exemption as a sucial ang recreational club described ina
saction SQ1(c)(7) of the Internal Revenus Code, Your membership 13 limited to

covenants within

‘hécorktngly. it is held that you are nat intttlcd to enemption from Tederasl

income tax as an organization described in section BO1(ec)4) ar section

501{c)(7) of the Code, and you are required to file income tea returns on form
As & homeownars association, you may qualify for traatment under section 518, a
section of the Cods created by the Tax Reform Act of 1976, In this letter we
are not ruling on the question of whether you qualify for treatment under

section 528, However, 1f you beliava you qualify for such treatment, you should

file Form 1120-H when due.

1f you do not agree with these conclusions, You may, within 30 days from the
date of this latier, file in duplicate a brisf of the facts, law, and argument
that clearly sets forth your position., If you desire an oral discussion of the

issue, please indicate this 1n your protest. The enclosed Publication 892 gives
tnstructions for filing a protast,

" If you do not file a protest with this office within 30‘dayt of the date of this

repart or letter, this proposed determination will become final, .
_!f‘you agree with these conclusions or do not wish to file a written protest,
plesse sign and return Form 6018 1n the enclosed so!f—addroa.og envelope as -ooq
"as poslth!o;.

‘Llf yéu have any further questions, pleass contact the person whose name and
- telesphone number are shoun at the beginning of this letter.

Sincarely, )

District Director

Your organization does not propose to .




Enclosures:

CAR:]
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" Publication 892
Form




