
Dear Applicant: 

I'lc have considered your applica1.1on for recognition of exemption under 
sec.t.ion 50l(c)(4) of iiie lnterlial Revenue Code. 

****evidence present*** ***closed that you sere incorporal.cd on ****** *   
**** in the  State of *******. 

Your stated purposes are: 

To carry out a11 of t.he oblig******************** ******************** rile 
Association as set, for*** *** **** *************** ************ *** *****   
******** **** ******* *** ********* ******* a ~ d  by **** ******** *********** 
******************************** **********, and all amendments thereto, and 
all other powers necessary, desirable, or incidental fully to effectuate 
its corporate purposes, including but not limited to 1.h power to enter 
into contracts of every kind and nature, the power to acquire real or 
personal property by grant, gift, demise, bequests, or purchase, and hold, 
manage, lease, mortage, or dispose of such property as the purpses of the 
Corporat ion shall require. 

***** ************* *s a * * *   unit building at **** ******* ****** ******. 
*******************. Any person who owns a unit in the condominim is 
automatically a inember of your homeowner's associalion. 

Your activities consist of maintaining the condomininiums common areas, 
such JS; landscaping, trash collection, cleaning of hallways axid laundry 
roorn, snow plowing of parking area, papent of common area electric, water 
and gas bills, painting, general repair and the payrnent of annual liability 
and uorkers compensation insurance. 

Your sources of income ore assessents of wmbers and interest from checking 
and savings accounts. 



S c ~ t . i o ~  581(.-)(4) of  fhe Internal  Revenue Code provides f ~ r  the exempt.ion 
lrom Federal j n c m  f,nx of c i v i c  leagues or srganizaiicns ne!. nrgmized flir 
p r o f i t  bur. operot ed exclusively f o r  the promotion of social  welfare. 

:irjction 1.  SO^ (c)(4!-1 ( a ) ( 2 ) ( i )  of the Income Tax Regular ions provides t,ha r. 
on organization i s opcrated exclusively f o r  t-fie promotion of soc.i a.1 welfare 
ll i t  primarily engages i n  promoting i n  some uay the coinmon good and 
y c ~ ~ e r a l  welfare of the people of the community. 

'I'he concept of soc ia l  wel.fare implies a service o r  pr'ogram di rec ted  a t  
benef it-t.ing t.hc com.?uni t.y ra ther  than a priva t.e group of Individuals. 

I{ev. Rul. 74-17, 1974-1 C.B. 130 s t a t e s  tha t  an assocint.ion formed by unit 
owners ~f a condominium housing project  and was operated t.o provide f o r  t.he 
management, maintenance, and care of t'lc? common areas of the project. did 
not qual i fy  fo r  exemption under Section 501(c) (4) OF- t h s  In terna l  Revenue 
Code. 

Revenue Ruling 74-99, 1974-1 C.S. 131 s t a t e s  that a homeowners associat.ion 
must, in  addiLion to  otherwise qualifying for  exemp1.lon under sec t ion  
501(c)(4) of the r d e ,  s a t i s f y  the following requirements: (1) I t  must 
engage i n  ac t iv i t - ies  that  confer benef i t  on a community comprising a 
geographical unit. which bears a reasonably recognizable re la t ionship  t.o an 
area ord inar i ly  ident i f ied  as  a governmental subdivision o r  a un i t  o r  
d i s t r i c t  thereof; .  ..and ( 3 )  I t  owns and maint-ains only common areas o r  
f a c i l i t i e s  such a s  roadways and parklands, sidewalks and s t r e e t  l i g h t s ,  
access to, or the use and enjoyment. of which is extended t o  members of l.he 
general public  and is not  r e s t r i c t e d  to members of the homeowners 
associat. ion. 

Like the organization described i n  Rev. Rul. 74-17, you a r e  an assoc ia t ion  
of un i t  m e r s  of a condominium tha t  was formed fo r  tne management, 
maintenance, and care of the common areas of the condominium. The 
co~domin im is not within the meaning of tlcomunitylt  as described i n  Rev. 
Rul. 74-39. 

Accordingly, we conclwle tha t  you do not  meet the requirements fo r  exempt 
s t a t u s  ~tnder sec t ion  501(c) (4) of the  Code and propose to deny your reques t  
for exemption under that  sect ion.  

We have a l s o  detxrmined t h a t  you f a i l  t o  qual ify f o r  exempt s t a tus  under 
any other  subsection of IRC 501(c). 



a .  - 
rzceive cer ta in   benefit.^ ::lhich, in effect, permit the exclusion of 
exempt. function ijlcoine frail gross income, The eleii.iiiii tn f i l e  ;.cdf:i' 
$ection 529 is to be made by filing Form 1120-H, U.S. Income Tax Return fo r  
flomeowriers &sociations. However, if you do not elect to Clle under' 
.i,r?ction 528, you are required to file Federal income tax  returns on Form 
1120. 

You are required t.a file a taxable return Form 1120 or 1041 with the 
Jlistrict Director of Internal Revenue Service. Please scnd the return to 
t.he Internal Revenue Service, P .O. Box 1680, General Post Off ice, Brooklyn, 
NY 11202. 

If you do not agree with t.his determination, you may request a Conference 
with the Regional Director of Appesls by protesting in accordance with the 
enclosed instructions within 30 days. 

Protests submitted which do not contain all the documentation stated in the 
instructions wi 11 be returned for completion. 

If we do not hear from you within that time, this determination will become 
final. 

Sincerely yours, 

District Director 

Enclosure: Publication 892 


