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Dear A p p l ~ c a n t  : 

We have c o n s i d e r e d  your a p p l i c a t i o n  f o r  r e c o g n i t i o n  of exempt ion from federal. 
i n c m e  t a x  u n d s r  s e c t i o n  50't!cI ( 4 )  o f  the I n t e r n a l  Revenue Code. 

The i . n fo rmat ion  s i tbmi t t ec !  shows t h a t  you were  i n c o r p o r a t e d  ********* *****  ****, 
under  t h e  G e n e r a l  leaus of the State of ******  d .  

Your purpo-e ,  as s t a t e d  l n  t h e  a p p l ~ c a t l o n .  i s  t o  p r o w d e  g e n e r a l  services 
a n d  lnai n t e n a n c e  o f  t h e  ~'ornrn~n areas of the cnndominilrm un3 ts. 

PIccnrding t n  your by- lasrs ,  anyone  v h o  h o l d s  l s g a l  t i t l e  to  a u n i t  w i t h i n  t h e  
condominium s h a l l  he a mewber of  t h e  o r q a n i z a t i o n .  

Your a c t i v 4 , t i e s  i r , c l r ide  p r o v i d i n q  f o u r  ~ s j o r  s e r v i c e s  f o r  your membership: 

1. 11-~suranre c o v e r a y e  for c a ~ i ~ a l t y  damage of t h e  two h i ~ i l d i n g  t j n x t s  a n d  
common arels, a s  we17 as pub71c l i a b ~ l ~ t y  a n d  d i r e c t o r s  and officers 
1 i abj 1 i t y ;  

2 .  V a i n t e n a n c e  of t h e  (qonrnon g r o u n d s  a r c a  t h r o u g h  an a n n u a l  'lawn service and 
snow remova l  c o n t r a c t ;  

3. Ref rise removal c o n t r a c t  ; 

4. Fi - sca l  managernGnt of m a i n t a i n i n g  a b u d g e t ,  c o l . l e c c i n g  monthly  assesswent 
f 6 9 9 ,  and m a i n t a i n i n g  a r e s e r v e  f o r  r ep l . acement s  an11 uorki ng c a p i t a l .  

Your i n c o s e  is from m o n t h l y  a s s e s s m e n t  f e e s  of u n i t  owners  and i n v e s t m e n t  
income. Y o u r  e x p e n s e s  a re  f o r  t h e  major services i d e n t i f i e d  above. 

S e c t i o n  501 (c)  ( 4 )  of t h e  Code p r o v i d e s  f o r  t h e  r e c o g n i t i o n  of c i v i c  l eagues  
o r  o r g a n i z a t i o n s  n o t  o r g a n i z e d  f o r  p r o f i t  b u t  o p e r a t e d  e r , c l u s ~ . v e l y  fo r  the 
promot ion  of s o c i a l  w e l f a r e .  

*U.S.  GPO 1989-244-484 
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S e c t i o n  1 . 5 0 1 ( ~ ? ( 4 ) - 1 . ! a ! ( 2 !  ( i )  of thr?. Tncome Tax Pegt!l?tinns providea t h a t  an 
o rgan i za t i . on  i s  o p e r a t e d  exclusively for t h e  promotion of social  wel fare  i f  i t  
i s  p r i m a r i l y  engeged i n  proknnting ir ,  Ynlna way the common good and general 
w e l f a r e  of t h e  people of the commnrlit.y, An o r g a n i z a t i o n  embracad wi.thi .n t h i s  
section is one w h i c h  i s  o p e r a t e d  p r i m a r i l y  f o r  t h e  purpose of hrjnging about 
c i v i c  bet te rments  and social improve~nent s. 

Revenue R ~ l l i n g  74-1 ' 7 ,  p u h l  i shed  i n  I n t e r n a l  Revenue durn113.ativa 81,': 1 e t i . n  
1974-1,  page 170 h e l d  t h a t  an o r g a n i z a t i o n  farned by t h e  1.1ni.t o-.tne:.s nf a 
condomi~~ium housing p r o j e c t  t.o p r o v i d e  f o r  t h e  m a n a g e m e n t ,  main: nnance  , and 
c a r e  cf t h e  common areas of t h e  p r o j e c t ,  w i t h  membership asses~menta p a i d  by 
t h e  ~ l n i  t. owner9 ~ O S R  n o t  qua1 i f y fnr exempti.nn i.ln?er Cnde Sect i.an 501. ( c )  ( 4 )  . 

Tn Cotumi~sicner v.  Lnkc Forest : Tnc., 305 7" 2cl 814 1 4 t h  C r i  r .  1962)  , t h e  
c o u r t  h e j d  t h e t  a cooy;aiative housing c r . r po ra t i nn  was n o t  sxennpt. a s  a s o c i a l .  
walf a r e  organi z a t i o n  i ~ n d ~ r  wectj.on 501 (c) ( 4 )  o f  the Cnds since i . t s  a c t i . v i t i . e s  
were of t h e  n a t u r e  of  a n  economic an3 p r i v a t e  cooperativa u n d e r t a k j  ng. 

Barred on t h s  informat.ion s?ibrnitt:r?d, hold that .  you a r e  not operated 
~ i x c l i t s i v e l y  f o r  t h ~  p r o m o t i o n  r ~ f  soci a 1  uel f a r ~ .  Yo11 a r e  p r j v a r j  ly 
organized a n d  operatad  t o  prov ide  s n r v j c e s  f o r  t h e  personal bennfli t of your 
members which is simi.3 ar t o  t h e  o r g a n i ~ a t i o n  desc r ibed  i~ Revenue Ruling 
74-17. S ince  yo11 2rs not o r g a n i z e d  and operated p r i m a r i l y  f o r  promoting i-n 
aorne way t h ~  COminOD good an4 qenara l  welfare of t h e  people of the communityl 
yon dn no*. quqlify f o r  examptinn from f e d e r a l  income t a x  a s  an c r q a n i z a t i o n  
desct i  bed i n  naction 501 l c )  t A )  of t h e  Code.  

In accordance w i  t h  t h i  s d e t e r m i  nat.i on, you a r e  r equ i r ed  t o  f i l e  f ednral 
income tax  r e t u r n s  on Form 1 3 2 0 .  Yolir a t t s n t i . o n  is called to  s e c t i o n  528 of 
t h e  fn t .e rna l  Revenile Code w h i c h  p r o v i d e s  c e r t a i n  procedi j ras  by w h i c h  
q u a l i f y i n g  hnmeownars a s s o c i a t . i o n 9  q a y  a l e c t  t o  be t r e a t e d  a 3  a t a x  exempt 
o r g a n i z a t i . o n .  T h i s  sect.ion of t h e  coda was inc71ided i n  the Tax Reform Act 
a€ 1976. T f  you determin* t h a t  yo11 q11a-tify ~ ~ n d s r  s e c t i o n  528, you must f ' i le  
Form 1220H. I f  you d9 t s rmine  t h a t  you d o  n o t  gt \a l . i fy  u n d e r  s e c t i o n  528, yno 
must  f i l e  corporate t a n  r s t ~ ~ r n  Form 1120. 
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Y f  yo11 d n  not a$ree s i i th our d e r e r m j n a t i o n ,  you !nay regllcrst: rron~!derat i cn  of 
t h i ~  matter by t h e  O f f i c e  of Regiona! Pi I-nctor o f  Appea1.s. To do t h i s ,  you 
shor11.d f i  l a  a w v i t t e n  appeal a:: exp l s . r .ned  i r ?  the  enclosed P t ~ h l i . c a t < n n  892.  
)'our appeal should g i v e  t h e  f a c t g :  law, and al ly  other i n f o r n a t i o ~  t o  support  
yovr p o s i t i n n .  T f  yo)) want a hsarinrj,  p l e a s e  renltesrt i t  when you f i l a  your 
appeal and you w i l  l CA ~ o n t a c t e t l  to 4rrange a d a t a .  The hearing may be h e l d  
at t h e  rsnional nf f i ce,  or, i f  vou  r e q u e s t ,  at: any  routua? l y  con=snient 
dist:rict  o f f i c e .  T f  -ae do no: h e a r  f r o m   yo^? within 30 d3y.s of t h e  d a t e  o f  
this l e t t e r ,  t h i s  deterni1);it icrn w i l l  hecomc, f j a a l .  

nistrict Director 

Encl osure: Pub1 icat i on 8 9 2  


