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CERTIFIED o

Person to Convact: [N ... . .

- ‘ ‘ ' Telephonc Number:. ) S
Refer Reply tos " .

T bate: JUN 291984 -

Dear Applicant:

We have considered your application for recognition of exemption from Federal
Income Tax under Section 501(c)(7) of the Interral Revemve Code.

The information submitted discloses that you were incorporated ou —
under the nonprofit corporation laws of the Btate of h. 5
You stated that the pm:pase of your organizatior ie to promote and encourage

the growth and development of street vams and tc encourage frieadship and

fellowship witlh other street vanners, the public and law enforcement U
agencies. You currently have lll mewbers who pay dues of SHEEEM per yesr. |
Based upon the financial data subwitted, the majority of vour i{ncome is .
derived from birthdey party receipts and truck-in raceipr.s. You also stated
that you invite other clubs across the country to your parties and other
aevents.

Oz TN, : asked you by correspondence to state the percentage of
your gross receipts that were derived from nonmembers during . You
stated, "None of the finances were recorded as to what amount was paid by club
nembers and what was pnid by nonmembers. Members probably paid . . For the
years and I, the percentage of receipts raceived by nonmembers would

e I, approcimately.” :

Section 1.501(e)}(7)=1(a) of the Income Tax Regulations provides that section
501{c){7) of the Code applies only to clubs which are organized and operated
exclusively for pleasure, recreation and other rooprofitable purposes, but
does not apply to any club if any part of its net esrnings inures to the. .
henefit of any private shareholder, In general, this exemption extends to
gocial and recreation clubs which are suppor:ed rolely by membership few
dues and assessuenis. o

According to Public Law 94-568, social clubs are permitted to receive up to 35 -
percent of their gross reccipts, including investment income, frcm sources -
outside of their membearship without losing their exempt statusi. Uithin this

35 percent amount, not more tham 15 percent of the grosas receipt.s may be ,'_(
devived from nomusembers. _ A
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