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Doar Sir or lMadam:

We have considersd your appiivation for recognition of exemption fros
Federal income tax as an organizaticn described in zoction 501(¢) (4} of
the XInternal Hevenue Code.

Your information submitted discloses that you were organized ou | NI
B ‘o coustruct and maintain the private roads situsted witlrin and
upon the NG .

Your receipts ave darived From vearly asscssments from avery stockholder.
Your expenditures are for snov removal and repairs to NG Road.
You are the legal owner of I Rozd and have stated that you were
formed by I, 'hic put in the road and developed the land for
residential housing.

Section 501{r} {4} of the Code provides for the recognition of exzemption of
civic leagues or organizations not organized for profit but operated
exclusively for the promotion of social welfare.

Suction 501 (c) {(4)-1{ar {(2){i! of the income tax regulationg provides that
an organizatioa is opervated exclusively for the promotion of social
walfare if it i primacily engaged in promoting in some way the common
good and gencral welfare of the veople of the community. An crganizaticon
erbtaced sithin this secticon is one which 1s operated for the purpese of
bringiog aboul civie boltorments and gocial iaproveisents.

Revenus Ruling 74-99, 1974-1 C.g., page 131, provides that a housowners
association must garve a "community" which bears a reascunakle recognizable
vrelationship to an area covdinarily identified as governmental 1n order to
gualify under Code sachicn 50L{c} (4}). 3 "community"” within thz wneaning of
scetirn 501{c){4) of the Code and ths ragulations ir not simply an
cysreyation of homsowners bound togcether in & structured unit formed ag an
votegral part of a plan for the development of a real <:state subdivision
and the sa & peer~hanas of homes thersin.

Phe area sarved by vour activities consigks of a structured unit Yformed as
an integral part of a residsntial housing devalopment plan. Such an area
does not constitnte a "community”™ within the maaning of Code section
501{>) {4) and the underlying Ragulations. You therefore do not gqualify
for exemption from Faderal income tax as an organizatinn describad in
sactien 501{c) (4) of the Code.
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In accordance with this determination, vou are required to file Federal
income tax returns on ferm 1120. Your attention is called to Code section
528, which provides ccertainw procedures by which qualifying Homeowners
Associlations may olzact to be treated as a tax exempt organization. The
enclosed Publication 5#8 describes the reguiremants for exemption under

Section 528.

1f you do nct accept our fiundings, we racommeond that you rzquest a
~onfersnce with a member of cur Regional office conferenca staff. Youy
request for a conference should include a written appeal giving the facts,
lav, and any other information to support your positioen as explained in
the encliosad Publication 892. You will then be contacted tv arrange a
date for a nonferenca. The confersnce wmay be held at the Regional office,
or if you reguest, at any matually convenient District cffice. If we do
not hear frow youw within 3¢ days of the date of this lettor. this
datermination will become final.

District Director

macvlosure: Publicatien 8
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