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Your application for exemption from Federal fncome tax under the provisions
of Section 501(c)(12) of the Internal Revenue Codec has been considered.

The Information submitted shows that you were formed under Chopter N,
B Un!t Ownership 2ct, on h. %o operate, manage, malntaln
and carc for the [N . » conconinlur located In

County . I

Your activitles conslst of maintalning common areas and providing sarvices

for members such as snowplowling and shovel ing, summer lawn malintenance and
tnsurance on the bulildling.

Your source of recelpts are In the form of dues and assessments from
membzis.

Sectlon Sél(c)(lz) of the code provides for the exemption of the followling
organizations:

‘‘enevolent llfe Insurance assoclations of a purely local
character, nutual dltch or Irrigation companles, rutual
or coopsrative telephone companles, or llke organizations:
but only 1€ 85 percent or more of the Incoma consists of
amounts ccllected from mecbers for the sole purpose of
meeting losses and expenses.''

The term "'Ylke organizatlcns'' as used In the statuta !z 1imiy-f hy the types
of organizations specifled In the statute, ani 5 applicabii oniy to those
mutual or cooperative organizations which 2re en.aged In activitles slmllar
In nature to the benevolent Insurance or putlic urlllty type of service or
bustress customsrily conducted ty the speclfiad crcanizatisns.,

Revenue Rul’ing 65-201, 1965-2 C.8. 170, holds that a cooperatlve organl-
zatlon operating and malntalning a housing development and praviding housing
facilitles does not qualify for exemption €from Federal Income tax under
Section 5C01{c}(12) or any other provislon of the coede.



Revenue Nuling €3-280, 1962-1 C.B. 1,2, holds that a nonprofit arganlzation
forrmed te provide malntenance of axterlior walls and roofs of memiers' homes In
a development ls not exempt from Federsl Irncome tax under Section 501(c)(4) of
tha code.

By virtue of the essential nature and strucrure of a condominien systen of
ownership, the rights, dutles, privileges, and Irmunities of the membars of an
asscciation of unlt owners In 2 condominium property derlve from, and are es-
tablished by, statutory and contractual provisions and are Inextricably and
ccmpulsarily tied to the owner's acqulisitlion and enjoyment of his property in
the condominium. 1In additlon, condominium ownership necossarlily Involves cwaer-
ship In common by all condomlinlum unit owners of a great many so-called comren
areas, tha malntenance and care of which necessar!ily constitutes tho provision
of private beneflts for the unit owners.

Accordinaly, while the sctivities engaged In by your crgsnization may be mutually
desirable, such servicss are not sizllsr In nature to those customarily perforned
by a nutual dltch or irrigation company, or a mutual or cooperative telephone
company, and consequently, you do nof quallfy fcr exemption from Fedaral Income
tax as a ""1lke organizatlion'' under Section 501{c){12) of the code.

in additlon your creating document does not provide for the interests of membars
In the savings of your organization in proportlon to thelr bhusiness with the
organization or for mombers rights in retajned funds.

You algo have not provided for former member's rights upon withdrawal or terml-
" nation.

Revenue Rullng 72-36 states that upon dissolution any gslns froem the sale of an
apprecinted asset should be distributed to all persong who were members during
the perfod which _he asset was owned by the organiration Iin proportion to the
amount of business done by such members during that period, Insofar as Is
practicable.

Pased on the Information presonted, we have concluded that you have not operated
on a mutual or cooperative basls and that you are not a "“llke organlzation’
wlithin the meaning of Sectlon 501(c) (12) of the code. We hold, therefore, that
you are not entltled to recognitlon of exemptlon from federal Ircome tax under
Section 501(c){12) of the code. You are requlr:.d to file Ferm 1120, t. 5. Corpo-
ratlen Income tax retures.

Sectlon 523 =¢ tha Internal Revenua Code, 58 added In the 1976 tax reforn act
provides that homsownaers assoclatlons, Including both condonintur management
assoclitions and resldential real estate ranagement assoclatlons, may clect to
be treated as tax-axempt organizatlons, If an election is made, the asgsoclaticn
fc not taxed on Its exerpt function Income. Please see pages 8 and 2 of the
enclosed publication 528 for Informatlon on how to quallfy for thls election
and for the deflinition of exemps functlon income.
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1f you wish to make the election, see lnszractlons on back of Form 1120-4 for
where and when to flle.

1f you do not agree with these cocnclusions, you may request Appeals Offlce con-

‘'sideration. To do this, you must subtmit to the District Dlrector wlithin 35 days

from the date of this letter; o statemant of facts, law, and arguments, in dupll-
cata, which will cleariy set forth your poslitlon. You also owst state whother
you wish an Appeals Offlce conference, Any submission must be signed by one of
your principal officers. If the matter is to be handled by a reprosentative, the
Conference and Practice Requlrements regarding the filing of a power of attorney
and evidence of enrollment to practice must be met.

VE v not hear fram yeu within the t!mc'spnclf!ed, this communlcation will
become our determination In the matter.

Very truly yours,

District irector

Enclosures: Puhllcation 588
Publlicatlien S0I7
form 1120-H





