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Internal Revenue Service Department of the Treasury
District Director

Post Office Box 1680, GPO
Brooklyn, NY 11202

Date: yoy 30 1992

Person to Contact:

ontact lTelephone Number:

eTer Keply to:

CERTIEIEQ_MAIL

Dear Applicant:

We have considered your app11catioh for recognition of exemption
under section 501(c)(7) of the Internal Revenue Code.

The evidence presented disclosed that you were incorporated on

under The Not~For=Profit Corporation Law {in
the State

The purposes for which the corporation was formed are as
follows:

*Constructing, owning, operating, matntaining, controlling,
‘easing., buying, selling or other wise acquiring and conducting
golf courses or golf clubs together with all types of related
facilities, such as locker rooms and garages connected
therewith; and conducting, operating and controlling games,
athletic events, exhibitions, cliniecs, tournamants or any
services or activities connected with .the sport of golf; and
providing education, information and training on the sport of
golf; and leas'ng, operating,maintaining and controlling a
munficipal golf course.”

*In conjuction with the foregoing purposes, owning, operating,
managing and carrying on restaurants, bars, snack bars and other
esating and drinking facilities; and preparing, selling, serving
and dispensing food and beverages, alcoholic and nonalcoholic.*

The information submitted with your Application 1024 indicates
that your activities include operating a pubiic eighteen hole
golf course together with all the normal activities connected
therewith, utilizing a PGA professional to manage the golf c¢lub,
give lassons, run programs, tournaments and related activities.
The information submitted also states that your golf club will
provide amenities to members and the general public such as
fcod, beverages, lockers, etc. To provide edusation and golf
programs at many levels of compevence and age groups. The
organization's scurces of receipts are from membarship dues,
green fees, and membership contributions.



Se. A 501(c)(7) of the Code provides exemption to clubs
orgarized for pleasure, recreation, and other nonorofitable
purposes, substantially all of the activities of which are for
such purposes and no part of the net earnirgs of which {nures to
tha benefit of any private shareholder. 1In general, thia
exemption extends to sacial and recreation clubs which are
su.pported solely by membership fees, dues, and assessments.
However, a club otharwise entitled to exemption will not be
disqualified because it raises revenues from members through the
use of club facilitius or in connection with club activities.

Public Law S4-568 amended IRC 50! to reflect a twofold change
undaer IRC 8501Cc)(7). Firat, 4t makes it clear that a social
club may receive rome investment income without losing its
exempt status. Second, 1t permits & higher level of ‘ncome from
nonmamber use of club faciflfities than was previcusly allowsed.

In addition, Public Law 84-568 defines Qgross receipts as those
receipts from normal snd usual activities of & club including
charges, admissions, membership fees, cdues, assessments,
investment {income, and normal recu-rirg capital gaina on
inveastmants, but excluding initiation fees and capital
contributions. Public Law 94-56B a'so states that it is
intended that social clubs should be permitted tn ruceive up to
35 percent of their gross receipts, ircluding investment {ncome,
from sources outside of their membership without ‘osing their
exempt sratus. Within this 35 percent amount, nc! more than 1§
percert of the giross receipts should ke derived from the use of
the social club's Tacilities or services by the general publ-ic.
Thus & zsocial club may receive investment income up to the ful?
35 percant amount of gross receipts. 1f a club receives urusual
amounts of income, such as from the sale of its clubhouse or
similar facility, cthat 1ncome is not to be Yncluded {n the 38
percent formula; that is, unusual i1ncuome 8 not to be included
in the gross receipts of the club.

fkevenue Ruling 68-~149, 1966-1 C.B. 146 holds that a social club
is not exempt from Federal income tax as an organization
described in section 501(e)(7) of the Coude where it regularly
derives a substuantial part of its income from nonmember sources
such as, for example, dividends and interest on investments
which it owns. However, & club's rizht to exgmption under
section S01(c)(7) of the Code is naot sffected by the fact that
for a relatively short period a substantial part of fts income
ts derived from investment of the proceeds of the sale of its

former c¢lubhouse pending the acquisition of a new home for the
club.

In Revenue Ruling 69-219, 1969-) C.B. 153, exemption war denied
to a social club that regularly holds its golf course open to
the general public, charging establishea green fues that are
usad for maintenance and improvement of club facilities.
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Like tha organization described in revenues Ruling 69-219, this
organization reguilarly holds its golf course open to the general
public. Therefore, we have determined that you are not

operating exclusively for pleasure and recreation within the
meaning of section 501(c)(7).

Public Law 94-568 stataes thnat it is intended that social clubs
should be permitted toc receive up to 35 percent of their gross
receipts, including invastment income, from sourcaes outside of
the’'r membership without JTosing their sxempt status. Within
this 35 percent amount, not more than |5 percent of the gross
recaeipts should be derived from the use of the social club's
facilities or services by the general public. This organization
reguiariy holds its go'f course open to thae general public.
Therefore, we have determined that you are n~t operating

exclusively for pleasure and recreation within the meaning of
section S01(:)(7).

Accardingly, we conclude that you jo not meet the requirements
for exempt status under section 50 (¢)(7) of the Code and
propose to deny your request for e.cemp=ion under that secttion.

We have also determinea that you fail to qualify for exempt
status under any othe- subsecton of IRC §581(c).

You are required to file a taxable reaturn Form 1120 or 1041 with
the Digtrict Director or Internal Revenue Service. Plpase send
the raturn to the Interna’ Revenue Service, 2.0. Box 1680,
General Pogst Jffice, Brooklyn, NY 11202,

If you do not agree with this determiration, you may request a
Conference ~itt the Regronal Director of Appeals by protest- ng
in sccordance with the anciused ‘nstructions within 30 days.

Protescs ~ubmitted which do not co-tain al’ the documentation
stated in the instruct ons wi:' fe returned for completion.
If we do not hear “rom you w i 1in that time, this determination

will become final.

S?ngpre)q Yours,

gistrict Director

Enclosure: Pub <cation ug?





