Internal Revenue Service Depsi tment of the Treasury

District P.0. Box 2508
Director Cincinnati, OH 45201

Person to Contact!?

Teleihone Numbar$

Refer Reply tol

EP/E .
Date! guN L 8 ’b(—‘)l

Dear Sir or Madam?

We have considered your application for recognition of exemption fram
Federal income tax under the provisions of section S01(c) () af the
Internal Revenue Code of 1986 and its applicable Income Tax
Regulatiaons, Based on the aveilable informationr we have determined
that yow do not qualify for the reasons set forth on Enclosure I.

Consideration was given‘ﬁb whether vyou qualify for exemption under
other subsections of section 501i(c) of the Code and we have concluded
that you do not.

As your organization has not established exemption from Federal income
taxr it will be necessary for you to file an amtuval income tax return
on Form 1120, Contributions to you are not deductible wnder section
170 of the Code.

If you are in agreement with our proposed denialsy plesse sign and
return one copy of the enclosed Form 6018: Consent to Proposed Adverse
action.

You have the right to protest this proposed determination if you
believe that it is incorrect. To protest» youw should submit a written
appeal giving the factss, 13w and other information to suppert your
position as explained in the enclosed Publication 892 ‘Exempt
Organizations Appeal Frocedures for Unagreed Issuves®, The appeal must
be submitted within 30 days from the date of this letter and must
be signed by one of your principal officers., You may request 3
hearing with a member of the office of the Regional Director of Appeals
when you file your appeal, If a hearing is requested: you will be
contacted to arvange a date for it, The hearing may be held at- the
Regional Officer» orsy if you requast, at any wmutually convenient
Distrint Office. If vouw are to be represented by someone who is not
one of your principal officerss he or she must file 3 proper power of
attorney and otherwise qualify wunder our Conference and FPractice
Requivements as set forth in Section . 601.502 of the Statement  of
FProcedural Rules. See Treasury Department Circular No. 230,




If you do not protest this proposed determinatiorn in 3 timely manner:»
it will be considered by the Internal Revenuwe Service 35 3 failure 4o
exhaust availsble administrative remedies, Section 7428(b)(2) of the
Internal Revenue Code provides in part thatl N

A declaratory judgement or decree under this section shall

not be issved in any proceeding wnless the Tax Courtr the

Claims Courty or the district court of the United States far

the District of Columbia determines that the organization

involved has exhausted administrative remedies avasilable +to

it within the Internal Revenwe Service.

If we do not hear from youw within the time specified, this will beconme
our final determination. In that events approwriate State officials

will be notified of this sction in accordance with the provisions of
section 6104(e) of the Code.

- Sincerely yours

District Director
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Enclosure I
Reasons fo~ proposed denizl of exemnpt status

v

Your applicetion does nct indicate the date yow were formed nor does i,
indicate the +type of oraznizationsl document you nave. Your
spplication indicates! - -

This organization is formed by different parents of seniors
gach vear., We are all volunteers to put on the *

B :tcr the senior proms  We have a bake sales
steak fry or spaghetti dinner to raise money to put on 3
Las Vegas nite which is our big money mzker. A letter from
IRS is required by the City ofH in oarder for us to
st on 3 'Las Vegas nite. All momey made is wused Jor the

I ety

Your application includes an untitled document which states the oname
of your arganization and the purpose and dissclution clauses required
of section 301(c)(3) organizations in order to meet the orgsnizational
test ., This d.ocument was gigned by I

or. NN B

You stated that no financial support is solicited other than from
rarents of seniors or donations of aocds for bake sales.

You listed NN -~ NN - hc nenbers of your
governing body. You stated that they eceive no compensation and that
the members of your governing body are 2ll volunteers and are different
each year,

You submitted a8 statement that you do not have By-laus,

Section 501(c)>(3) of the Code providess in parts for Lhe exemption from
Federal income tax of corporationsr and any community chesty fundy or
foundation organized and operated exclusively for charitabler re1131ouq
or educztionsl purposesy mo pari of the net earnings of whlch inures to
Lhe henefit of any private shareholder or 1ﬁd:v1dualo

Section 1.501(e)(3)-1(a8)(1) of the Regulstions states that in order to
qualify under section 501(e)(3) of the Codes an eorganization must be
both orgsnized and operated exclusively for one- - or more exempt
PUTROSRS, If an orgsnization Tails to meet either the organizational
or operationsl testy it is not EAempt. o : L
Section 1.501(e)(3)-1(bJ{1)(i) of the Regulations states that an oraan
ization is orgsniced exclusively for one or more eAempt purposes only -
if its articles of organization? S .

(a) Limit the purposes of such orgéhization to’ one or more
exempt purposes’ and ; R




-
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(b)Y Do not expressly empower the organization to erngager
otherwise than as an insubstantial rart of its,
activitiess irF activities whieh in  themselves are not’
in furtherance of one or more exempl purposes.

Section 1.501¢(c){(3)~-1¢(b)(2) of the Regwlations states that the term
*articles of orgenization® includes the trust instrumenty the corporate
chartery the articles of associationy» or any other uritten instrument
by which an orgenization is created,

Section 1.501(e)(3)3-1(b)(4) of the Regulations stastes +that an organ-
ization is rot organized exclusively for one or more exempt purposes
unless its assets are dedicated to an exempt puUrZO0SE.s an
organization's assets will be considered dedicated to am exempt purpose
if wpon dissolutions such sssets wouldy by reason of a provisionm in the
organization's srticles or by operation of lawr bDe distributed for one
or more exempt purposess. ar to the Federal governments or to 3 Staste
or loecal govermmenty for a public purposer or would be distributed by a
court to arnother organization to be used in evuch manner as in  the
Judgment of the court will best accomplish the general purposes for
which the dissolved organizastion was orgasnized, i .

Section 1.,301(e)(3)-1(c) (1} aof the Regulations stztes that an organiza-
tiom will be regarded as "operated exclusively® for one or maore exempt
purposes only if it engages primarily in  sctivities which accomplish
orne or more of such exempt purposes specified in section 501(e)(3) of
the Code, fn orgsnization will not be so regarded if more thanm an
insubstantial part of its activities is mot in furtherance of an exempt
puUTpDSE,

Section 1.501(e)(3)~1{d)(1)(ii) of the Regulations states that an
organization is not operated execlusively for one or more exempt
purposes unlese it serves a publie rather than 8 private interest. It
must not be operated for the bernefit of de513nated 1nd1v1duals or the
rersons who created it.

Section 1.501(e)(3)-1(d)(2) of the Regwlations states that +the +term
‘charitable* is to be used in “its generally accepted legal sense.®
Charity includes only those +things that 211 within +the legal
definition of charity. Even though an organization may operate for
rnonprofits it must also operate for charitable purposes.

Section 501(c){3) covers anly corporztionsy communlty chestgs funds and
foundations, As provided in the case. JIrippe_v._ _Commissioners . Tax
Court Hemorandum Opinions entered July 25, 1950y 3 formless asggregation
of individusls without some organizing. instrument, 3Zoverning . rules,

and regularly chosen officers would not be a ‘corporations.’ communlty
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chesty foundy or foundation® for purposes of section 501(e)(3) of “the
Code, Howevers the typical nonprofit associastion formed wunder &

cormstitution or bylawss with elective officers empowered to act %for -

its wonld be treated as 3 corporation for purposes of section 501(c)(3)
of the Code as providen by MHorey_v.__Riddell, 205 F. Supp. %18 (8,D,
Cal., 196%2).

The organizational test cannot be met by reference to .y document that
is not the creating document, The wuntitled sheet o0f paper you
submitted is not & proper orgsnizing document, Since you do not have
an organizimg documents you do not meet the organizational test,

You do ot wmeet the aoperational +test because you are operated
to more ihan an insubstantial extenty +to further the privste interests
of your members. Froviding 8 prom party for the children of vyour
members is not @ charitable asctivity, Your. activities benefit yowr
members in that they are relieved of paying the expenses of & pron
party for their childreh, Since yous "are operated for the benefit
of private interests you do not serve a public interest as regquired
by section 1.301(e)(3)~-1(d){1)(ii) of the Regulations. The. resources
of organizations described in seection 501(e)(3) must be devoted +ta
a public purpose. . '

fccordinglyr it is held that you are not entitled to recognition  of
exemption from Federal income tax under section S01(e)(3) of the Code,






