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NOV 30 1383

Dear Applicant:

We Lave considered your application for recognition of exewption from
Federa) income tax under section 501(c)(4) of the Internal Revenue Cod: .

The dats you submitted discloses that you were in-orporated on [ [
, under the laws of the State of .

Your purposes are to act as agent for the civic and social betterment of
the residents and property owners of [ o #chieve these
purposcs your activities include setiing assessments to be levied agsinat
individual property owners to provide sanitation collection, liabilfity
insurance, safety or police patrols, maintenance of streers, sidcwnlka,
drainage facilities, the upkeep of common arcaa and the cnforcement of

covenants and restrictions for the mutual denefit of the reasidents ~nd
owmeras.

Section 1.501(c)(4)~1(a)(2)(1) of the Income Tax Regulations provides
thats

“An orgenization is operated exclusively for the promotion of social
welfare 1f it is primarily engaged in promoting in some way tle
common good and general welfare of the people of the cosmunity. An
oreanization cmbraced within this section is one which 18 operated

primarily for the purpose of dringing about civic berterment and
social {wprovements.”

Section 1.501(e)(4)~1~0of the reguletions provides, in part, as follows:

"(a)(1)In Grneral. & civic league or organization may be exempt as
ar crganizorion dewcr ibed in section 501(c)(4) 4f -

{{) 1r is not organized or operated for profit; and

{14) 1t i operatéd exclusively for the promotion of
social welfare.”
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“(a)(2)(1) Ap oxganisation is opersted exclusively for the prosotion
of socisl velfare 1f 1t 18 primarily engaged in promoting in some
way the common good and general welfare cf the people of the
compunity. An organisation embraced within this scction is one
which 1s opersted primarily for the purpose of brimging adbout civic
bettermente and sodisl improvemente #*% The promotion of social
velfare does not include direct or imdirect participation or
intervention in political campeigns on dehalf of or in opposition to
any candidate for-publiec office. Nor {s an organization operated
primarily for the promotion of soctal welfare 1if ite primary
activity f» operating a sucial cludb for the benefit, pleasure, or
recreation of its msmbars, or is carrying on a business with the

general pudlic im a manner sinilar to orgsnizatiove which are
opersted for profit.fas”

Revenue Ruling 74-17, 197A-1 Cumulative Mulletin 130, holds that an
organisation formed by the unit owners of a condominium housing project to
provide for the mansgement, maintenence and care of the common arcas of
the project, with nembership assessments paid by the unit owmers does not
qualify for exemption under section 391(c)(4) of the Code.

An orgenization whose source of receipts are derived principally from
nembership dues which are used for the payment of benefits to members is
cosentially a nutusl self~interest type of organizstion. Your income is
used to provide direct benefits like sanitation collection, liability
insurance, etreet lights and upkesp of sreas. The concept of social
welfare {nplies a service or prograw directed at denefiting the community
rather than a private group of individuals. Any Denefits to the community
are not sufficient to meet the requiremaents of the rogulations that you
will be operated primarily for the common good and general walfare of

the people of the community.

Accordingy, it 1s held that you are not entitled to exempcion from Federal
income tax under sectiom 301(c)(4) of the Code. You are required to file
income tax returns on Fora 1120.

Nthough, you do not qualify for excmption under section 501(c)(4) of the

sote, {t apprars you wmay qualify for traeatmsnt under scction 528, which is
appliceble to cortain homeowners associations. We sre not rulimg onm your

craaniration’s treatment under section 528. Enclosed for your informstion
'e Putlicoilor 5P and Form 11208,

1€ ynu do net ucrure with these conclusions, you may, within 10 deys from
the date of this letrer, file in duplicate & brief of the facts, law, avnd
arsusicnt that cleariy nets forth your position. 1If you desire an oral
d'acusaion of the tseuc, please indicate this in your protest. The
cretared Publieatior 692 gives instructfons for filing a protest.




*
1£ you do not file a protest with this office within 30 days of the date ‘
of this report or letter, this proposed determination will become final.

1f you agree with thess conclusions or do not wish to file a written

protest, please sign and return Form 6018 in the enclosed sclf-addressed
cavelope as soon as possible.

If you have any further questions, please comtact th: [.rson vhose name
and telephone mumber are shown at the beginning of this letter.

8ioceraly yours,

District Director

Enclosures:
Publication 892
Form 112C
Form 6018
Publication 588
Form 11204






