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CERTIFIED MAIL 

Dear Appl icant : 

We have considered your applicat-ion f o r  recogn i t ion  of exemption 
under sect ion 501(c)(6) o f  the I n t e r n a l  Revenue Code. 

The evidence presented disclosed t h a t  you were incorporated on 
********* ** ***** . under the  Not- for  P r o f i t  Corporat-fon L a w  i n  t he  
State o f  * * * * *  ***** . 

The purposes f o r  which the  corporat3on was formed are  as 
f 01 1 o w s  : 

( I )  t o  encourage the  c rea t ion  and r e t e n t i o n  o f  permanent p r i v a t e  
sector jobs through the  s t imu la t i on  o f  investment i n  emerging o r  
expanding small  businesses i n  ***** *****  ****** ;  

( 9 1 )  t o  s o l i c i t .  compile and pr-ofi7e in format ion regarding 
oppor tun i t ies  f o r  r i s k  c a p i t a l  invsstment i n  new or  emerging 
small business ventures; 

( i i i )  t o  i d e n t i f y  a c t i v e  investors  i n  sma'll businesses and 
p r o f i l e  t h e i r  investment obJectives; and 

( i v )  t o  provide a t imely ,  con f i den t i a l  and obJect ive r e f e r r a l  
system which serves the  needs of t he  smal l business entrepreneur 
and the smal-1 business investor  - 

The  informat ion submitted w i t h  your App l i ca t ion  Form 1024 
ind icates t h a t  your primary a c t i v i t y  cons is ts  of operat ing a 
venture c a p i t a l  computer matching s e r v i c e  i n  ********** * * * * *  *****  
*****. 



This en te rp r i se  cons i s t s  o f  b r i n g i n g  toget lrer p o t e n t i a l  
i nves to rs  d e s i r i n g  t o  i n v e s t  i n  small  businesses w i t h  
entrepreneurs who a r e  seeking investment c a p i t a l .  Your 
o rgan iza t ions  program seeks t o  achieve t h i s  purpose by 
processing in fo rmat ion  obta ined by p o t e n t i a l  i nves to rs  and 
entrepreneurs on ques t ionna i re  format a p p l i c a t i o n s ;  matching 
p rospec t i ve  inves to rs  and entrepreneurs based on compat ib le 
business p r o f i l e s  and p rov id i ng  t h e  i nves to r  w i t h  a d d i t i o n a l  
i n fo rmat ion  p e r t a i n i n g  t o  an entrepreneur.  i n c l u d i n g  p r o f i t  and 
l oss  statements and con tac t  in format ion,  should t h e  i nves to r  
express an i n t e r e s t  i n  a p a r t i c u l a r  entrepreneur.  You have 
s ta ted  t h a t  you c u r r e n t l y  do no t  have de f ined  membership 
requirements and a l though your organiza+ion does no t  r e q u i r e  
membership fees, i t  does request  a  se rv i ce  charge sufficient t o  
cover cos ts  incur red  i n  t h e  program. You have f u r t h e r  s t a t e d  
t h a t  t h e  o rgan iza t ion  has proposed t o  a d v e r t i s e  i t s  se rv ices  
through p r i n t  and media sdve~ t i samen ts .  

Sec t ion  501(c)(6) of t h e  Code prov ides f o r  the exemption f rom 
Federal income t a x  o f  business leagues no t  organized f o r  p r o f i t ,  
no p a r t  o f  t h e  ne t  earnings o f  which inu res  t o  t h e  b e n e f i t  o f  
any p r i v a t e  shareholder o r  i n d i v i d u a l .  

Sect ion 1 .501(~) (6 ) -1  o f  t h e  Income Tax Regulat ions de f i nes  a 
business league as an a s s o c i a t i o r  o f  persons having some common 
business i n t e r e s r ,  t h e  purpose o f  which i s  t o  promote such 
common i n t e r e s t .  I t s  a c t i v i t i e s  should be d i r e c t e d  towards t h e  
improvement of business conditions i n  one o r  more l i n e s  o f  
business as d i s t i ngu i shed  from the  performance of p a r t i c u l a r  
se rv ices  f o r  i n d i v i d u a l  persons. 

I n  Revenue Rul ing 58-294. 1958-1 C.B.  244 an assoc ia t i on  was 
organized and operated +or t h e  purpose o f  promoting un i fo rm 
business, a d v e r t i s i n g  and f a i r  t r ade  p rac t i ces  i n  connect ion 
w i t h  t h e  manufacture and s a l e  o f  a  c e r t a i n  patented product .  
Membership i n  the  assoc ia t ion  was l i m i t e d  t o  any person. f i r m ,  
o r  co rpo ra t i on  l i censed t o  manufacture and s e l l  t h e  s p e c i f i e d  
product .  I t  was he ld  t h a t  s i n c e  t h e  assoc ia t i on  was engaged i n  
f u r t h e r i n g  t h e  business i n t e r e s t s  o f  t h e  dea lers  i n  t h e  
p a r t i c u l a r  patented product .  r a t h e r  than t h e  improvement o f  
business cond i t i ons  o f  one o r  more l i n e s  o f  business, ir does 
no t  q u a l i f y  f o r  exemption from Federal income t a x  as a business 
league under sect5on 501(c)(6) o f  t h e  Code. 

I n  t h e  case o f  Nat iona l  Muf f le r  Dealers Assoc ia t ion v.  U.S. 4 4 0  
U.S. 4 7 2  (1979) t he  cou r t  he ld  t h a t  an assoc ia t i on  o f  a 
p a r t i c u l a r  brand name o f  mu f f l e r  dea lers  does no t  q u a l i f y  f o r  
exemption because t h e  assoc ia t i on  i s  no t  engaged i n  t h e  
improvement o f  business cond i t i ons  o f  a  1  i n e  o f  business. 



An I R C  501(c)(6)  o rgan i za t i on ' s  pr imary a c t i v i t y  cannot be 
performing p a r t i c u l a r  serv ices f o r  members. 

Sect ion 1 . 5 0 1 ( ~ ) ( 6 ) - 1  o f  the  Income Tax Regulat ions a l s o  s ta tes ,  
i n  p a r t .  t h a t  an o rgan i za t i on  whose purpose i s  t o  engage i n  a  
regu la r  business o f  a k i n d  o r d i n a r i l y  c a r r i e d  on f o r  p ro f i t . even  
though the  business i s  conducted on a c o o p e r a t i v ~  bas is  o r  
produces on l y  s u f f i c i e n t  income t o  be s e l f  sus ta in ing ,  i s  no t  a  
business league. An assoc ia t ion  engaged i n  f u r n i s h l n g  
i n fo rma t i on  t o  p rospec t i ve  inves to rs ,  t o  enable them t o  make 
sound investments, i s  no t  a business league, s ince  i t s  
a c t i v i t i e s  do no t  f u r t h e r  any common business i n t e r e s t ,  even 
though a11 of i t s  income i s  devoted t o  t he  purpose s ta ted .  

In  Revenue Rul ing 59-391, 1959-2 C . B .  151, an o rgan lza t ion  
composed o f  i n d i v i d u a l s ,  f i rms.  assoc ia t ions,  and corporat ions,  
each representinla a d i f f e r e n t  t rade,  business, occupation, o r  
pro fess ion,  w a s  c reated f o r  t h e  purpose o f  exchanging 
informatqon on business prospects and has no common business 
i n t e r e s t  o ther  than a d e s i r e  t o  increase sa les  o f  members. Such 
an o rgan i za t i on  i s  not e n t i t l e d  t o  exemptlon as a business 
league under sec t i on  501(c)(6) o f  t he  Code. 

I n  t h e  case o f  Oklahoma C i t y  R e t a i l e r  Ass'n (CA-10) 64-1 USTC 
par. 9467.331 F.2d 328. .  t h e  cou r t  he ld  t h a t  a c r e d i t  r a t i n g  
assoc ia t i on  d i d  no t  q u a l i f y  as a tax-exempt business league 
under sec t i on  501(c)(6) of t h e  Code where i t s  pr lmary a c t i v i t y  
was t h e  performance o f  p a r t i c u l a r  se rv ices  f o r  i n d i v l d u a l  
person.;. 

L i k e  t h e  o rgan iza t ions  described i n  t he  Revenue Ru7ings and 
c o u r t  cases c i t e d  above, your o rgan iza t ion  i s  engaged i n  
a c t i v i t i e s  t h a t  a re  n o t  w i t h i n  t he  purview o f  sec t lon  501(c)(6) 
o f  t h e  Code and the  regu la t i ons  p e r t a i n i n g  t o  t h a t  code sect ion.  

L i k e  t h e  o rgan iza t ion  descr ibed i n  Rev. R u l  . 59-391, your 
o rgan i za t i on  has n o t  es tab l ished t h a t  i t  i s  ..v assoc ia t ion  o f  
persons having a  common business i n t e r e s t .  Your a c t i v i t i e s  do 
n o t  f u r t h e r  any common business i n t e r e s t  and, l i k e  t h e  
o rgan i za t i on  described i n  Rev. Rul. 58-294 .  your a c t T v i t i e s  
serve t o  f u r t h e r  t h e  business i n t e r e s t s  o f  your i n d i v i d u a l  
c l i e n t s  ra the r  than t h e  improvement of business cond i t ions  o f  
one o r  more l i n e s  o f  business. I n  add i t i on ,  l i k e  t he  
o rgan i za t i on  described i n  t he  case o f  Oklahoma C i t y  R e t a i l e r  
Ass'n. your o rgan iza t ions  pr imary a c t i v i t y  i s  t he  performance o f  
p a r t i c u l a r  se rv ices  f o r  i n d i v i d u a l s  ra the r  than the  promotion o f  
t h e  c o l l e c t i v e  i n t e r e s t s  o f  an i n d u s t r y  as a  whole. 



Accordingly.  we conclude tha t  you do no t  meet the  requirements 
f o r  exempt s ta tus  under sac t i on  5 0 1 ( c ) ( 6 )  of the Code and 
propose t o  deny your request f o r  exempt ion  under t h a t  sect ion.  

W e  hove a l s o  determined t h a t  you f a i l  t o  q u a l i f y  f o r  exempt 
s ta tus  under any o ther  subsection o f  f8C 501(c).  

You o re  requ i red t o  f i l e  a taxab le  r e t u r n  Form 1 1 2 0  or- 1041  wV:h 
the  D i s t r i c t  D i rec to r  o f  I n t e r n a l  Revenue Serv ice .  Please sena 
the  r e t u r n  t o  t he  I n t e r n a l  Revenue Service, P.O. Box 1680,  
General Post O f f i c e .  8rooklyn,  NY 11202. 

I f  you do no t  agree w i t h  t h i s  determinat ion.  you may request a  
Conference w i t h  t he  Regional D i rec to r  o f  Appeals by p ro tes t i ng  
i n  accordance w i t h  t h e  enclosed i n s t r u c t i o n s  w i t h i n  30 days. 

Pro tes ts  submitted which do not  con ta in  a71 t h e  documentatqon 
s ta ted  i n  the  i n s t r u c t i o n s  w i l l  be re tu rned  f o r  completion. 

I f  w e  do no t  hear from you w i t h i n  t h a t  t ime,  t h i s  determinat ion 
w i l l  become f i n a l .  

S incere ly  yours, 

D i s t r i c t  D i r e c t o r  

Enclosure: Pub l i ca t i on  892 


