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Employer Identification Number: |
Key District: cCincinnati

Dear Applicant:

We have considered your application for recognition of
exemption from federal income tax as an organization described
in section 501(c) (6) of the Internal Revenue Code. Ve have
concluded that you have failed to establish that you are exempt
from federal income tax under this section. Our reasons for this
conclusion and the facts upon which it is based are explained
below.

The information submitted indicates that you were
incorporated on I, under the laws of the State of

. Your Articles of Incorporation state that your purposes
are to promote and advance the interests of the
communities and citizens of I, to bring together
HE cusiness executives residing in I for social
and cultural activities, to educate your members concerning
American social and business values and practices, to keep your
members informed of business related developments in both

and America, to promote an understandinqr culture in
I, to improve conditions for owned. businesses
in I, 2nd to exchange views between the N 2na
American business communities.

Your bylaws provide that your membership will consist of any
enterprise based in I, 2ny individual who is
a M citizen residing or working in I, =nd any
other person who is judged by your Trustees to harmonize with
your purposes. You state that currently you have no members
other than those of | cnterprises and I citizens.

You state that you carry on activities to promote and
advance the business interests of the M comnmunities of
B . You also state that you attempt to educate your
members regarding the business customs and practices in the
United States and to provide a means for | business
persons to share information and experiences. Your activities




have included an organizational meeting, a medical seminar, golf
outings in M ana and arranging for
representatives of the
meet with and assist local HI residents with passport
issues in I and . 7The nedical seminar concerned the
American medical system and how it differs from that of .
and an explanation of how to deal with American dnctors. You
state that you curtailed your activities during tie latter »nart
of Hlll and in MM based on adverse publicity received by Il
after the start of the Persian Gulf war. You intend to conduct
future activities to help the I community increase its
interaction with the local community, but have not done so to
date.
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Section 501(c) (6) of the Code provides for the exemption
from federal income tax of business leagues, chambers of
commerce, real-estate boards, or boards of trade, not organized
for profit and no part of the net earnings of which inures to the
benefit of any private shareholder or individual.

Section 1.501(c) (6)~1 of the Income Tax Regulations provides
that a business league is an association of persons having some
common business interest, ‘he purpose of which is to promote such
common interest and not to engage in a regqular business of a kind
ordinarily carried on for profit. It is an organization of the
same general class as a chamber of commerce or board of trade.
Thus, its activities should be directed to the improvement of
business conditions of one or more lines of business as
distinguished from the performance of particular services for
individual persons.

In general, an organization that applies for recognition of
exemption has the burden or proving that it clearly meets all
the requirements of the particular section of the Code under
which it has applied. See Kenner v. Commissionex, 318 F. 2d 632
(7th €i¥."1963), and Cleveland Chiropractic Colledge V.- e
Commissioner, 312 F. 2d 203, 206 (8th Cir. 1263).

Rev. Proc. 93-4, 1993-1 I.R.B. 83, provides in Section 7.01
that the Service may decline to issue a letter ruling or a
determination letter, whenever warranted by the facts or
circumstances of a particular case.

Rev. Proc. 90-27, 1990-1 C.B. 514, states in Section 5.02
that, " (e)xempt status will be recognized in advance of operations
if proposed operations can be described in sufficient detail to
permit a conclusion that the organization will clearly meet the
particular requirements of the section under which exemption is
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claimed.... The organization must fully describe the activities
in which it expects to engage, including the standards, criteria,
procedures or other means adopted or planned for carrying out
the activities.... Where the organization cannot demonstrate to
the satisfaction of the Service that its proposed activities will
be exempt, a record of actual operations may be required before
a ruling or determination letter will be issued. In those cases
where an organization is unable to describe fully its purposes
and activities, a refusal to issue a ruling or determination
letter will be considered an initial adverse determination from
which administrative appeal or protest rights will be afforded."

The information you have submitted fails to establish that
your menmbers .or the individuals who attended your meetings, golf
outings, or medical seminar were in a common line of business for
purposes of section 501 (c) (6) of the Code, which requires more
than a finding that the individuals are merely engaged in a
business. A line of business, within the meaning of section
501(c) (6) , is a trade or occupation, entry into which is not
restricted by a patent, trademark, or similar device which would
allow private parties to restrict the right to engage in the
business. An industry or a line of business is not defined by
either race, country of origin, or ethnic background. The fact
that your members are all Japanese corporations or Japanese
citizens is not indicative of whether they are engaged in any
business at all, much less being engaged in a common business or
having a common business purpose. Unlike trade associations or
business leagues recognized as exempt under section 501(c) (86),
your membership does not represent a specific industry nor
various professions within a common business field. Your
membership is not comprised of either an entire industry, nor all
the components of an industry within the area.

Although you state that your membership is open to any
person (presumably including ) judged to harmonize
with your“purposes, you lack the essential characteristic of a
chamber of commerce or similar organizztion in that your efforts
are directed at aiding I cnterprises and/or
citizens rather than being directed at promoting the common
economic interest of all the commercial enterprises in the

area (see the general discussion in Rev. Rul. 73-
411, 1973-2 C.B. 180, regarding the history of organizations
described in section 501 (c) (6) of the Code). The fact that you
have no members other than | cnterprises and [N
citizens accentuates this lack of promoting the common economic
interests of the community.




Further, yvour activities concerning assistance for local
residents with passport issues and the m=dical seminar
do not advance your members' interests generally, by virtue of
their memkership in an industry, nor do they advance any particu-
laxr industry. Rather, they assist individual members and other
local I rcsidents in the pursuit of their individual
lives.

You have stated that your activities were curtailed during
the latter part of . There is nothing in the file to
indicate that you have performed any activities since N,
HE, nor have you provided any information on future activities,
either type or date of commencement.

For these reasons, we conclude that you have failed to
establish that you are exempt from federal income tax as an
organization described in section 501(c) (6) of the Code. You are
required to file federal income tax returns on Form 1120.

Per your request, we also considered whether you could be
recognized as exempt from federal income tax as an organization
described in section 501(c)(7) of the Code.

Section 501(c)(7) of the Code provides for the exemption
from federal income tax of clubs organized for pleasure,
recreation, and other nonprofitable purposes, substantially all
of the activities of which are for such purposes.

Section 1.501(c) (7)-1(a) of the regulations provides that
the exemption provided by section 501(c) (7) of the Code applies
only to clubs which are organized and operated exclusively for
pleasure, recreation, and other nonprofitable purposes.

Your stated purpose is to promote and advance the business
interest of the Japanese communities. This purpose is, in and of
itself, beyond the social and recreational purposes described in
section 501(c) (7) of the Code. For this reason, you are not

described in section 501(c) (7).

You have the right to protest this ruling if you believe
that it is incorrect. To protest, you should submit a statement
of your views, with a full explanation of your reasoning. This
statement must be submitted within 30 days of the date of this
letter and must be signed by one of your officers. You also
have a right to a conference in this office after your protest
statement is submitted. If you want a conference, you must
request it when you file your protest statement. If you are to
be represented by someone who is not one of your officers,
he/she must file a proper power of attorney and otherwise
qualify under our Conference and Practice Requirements.



If we do not hear from you within 30 days, this ruling will
become final and copies of it will be forwarded to your Key
District Director. Thereafter, any questions about your federal
income tax status should be addressed to your key District
Director.

When sending additional letters with respect to this case to
the Internal Revenue Service, you will expedite their receipt by
placing the following symbols on the envelope: d
Room HIl. These symbols do not refer to your case but rather to
its location.

Sincerely yours,

Chief, Exempt Organizations
Rulings Branch 4

cc: DD, Cincinnati
Attn: EO Group
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