JUL 26 199

CERTIFIED WAIL

Dear Applicant:

We have considered your appliration for recognition of exemption from federal
income tax undar section 501 (c) (4) of the Internal Revenie Code.

The information submittad shows that you vere incorporated [IIIININIIELIEEEE
under the General Laws of the state of HIINEGEG.

Your purpose, as stated in the application, is to provide general services
and maintenance of the commun areas of the candomipium units.

According to your by-laws, anyone who holds lagal title to a unit within the
condomininm shall be a membar of the organization.

Your activities include providing four major services for vour membership:
1. Insurance coverage for caswalty damage of the two building wnits and
common Areas, as well as public liability and dirvectors and officers

1iability;

2. HKaintenance of the common grounds area through an annual lawn service and
snow removal contract;

3. Rafuse removal contract;

4. Fiscal managemant of maintaining a budget, colleccing monthly assessment
feess, and maintaining a veserve for replacements and working capital.

Your incowe is from monthly assessment fees of unit owners and investment
income. Your expenses are for tha major sarvices identified above.

Section 501{c) (4) of the Code provides for the recognition of civic leagnes
or organizations not organized for profit but operated exclnsively for the
promotion of social welfare.
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Section 1.501(n){(4)~1(a)(2)Y (i) of the Income Tax Regulationg provides that an
organization is operated exclusively for the promotion of social welfare if it
is primarily engaged in prowoting in some way the common good and general
welfare of the people of the community. An organization embracad within this
section is one which is opearated primarily far the purpose of bringing about
civic bettermants and social improvements,

Revenue Ruling 74-177, published in Internal Revenua Cumulative Builetin
1974-1, page 130 held that an organization formed by the unit ouners of a
condominium honsing project to provide for the management. maintanance, and
care cf the common areas of the project, with membarship assegssments paid by
the unit owners doas not gualify for exemption under Code Section 501 (c)(4).

Tn Commissioner v. Lake Forest, Tnc., 305 7. 24 814 {4th Cir. 1962), the
court heid that a cooperative housing corporation was not exempt as a social
welfare organization under saction 501(c)(4) of the Code since its activitias
ware of the nature of an aconomic and private aooperative undertaking.

Based on tha information submittad, we hold that you are not operated
exclnsively for the promorion of social welfare. Youn are primarily
organized and operatad to provide services for the personal benafit of vour
members which is simiiAar to the organization described in Revenue Ruling
74-17. Since vouw are not organized and operated primarily for promoting in
g8ame way the common gnod and general welfare of the people of the community.
you do nofr qualifyv for examption from faderal income tax as an crganization
described in saction 501(c) (4) of the Code.

In accordance with this datermination, youw are regquired to file fedaral
income tax returne on Form 1120. Your afttention is callad to gection 528 of
the TInternal Revanne Code which provides certain procadureas by which
gualifying homaownars associations may alect to he treated as a tax exsupt
organization. This section of the code was ipcluded in the Tax Reform Act
of 1976. Tf you determine that yon quatify under saction 528, voun must file
Form 1120H. If youn datermine that you do not analifyv under section 528, vou
must fila corporate tax return ¥Form 1120.



¥f you dn not adree vith ovr determination, yvou may request congideraticon of
this matter by the Office of Regional Ditrector of Appeals. To do this, you
should file a written appeal as ewxplained ip the anclosed Publication 892.
Your apoeal shounld give the facts, law, and any other informatior to support
your positien. Tf wvaw wani a hearing, plsase reguest it when you file your
appeal and you will ba contacted to arrange a date. The hearing may be held
at the ragional office, or, if von requesr, at any mutnwally conveniant
Aistrict office. T€ we da nor hear from you within 30 days of the date of
thig letter, this datarmination #ill hacoms final,

Tipcerely vours,

District Director

Enclosurs: Publication 892



