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Gentlenen:

We have considered your application for recognition of exemption from
Federal income tax under section 501(e)(3) of the Internal Reveuue Code.

The data you submitted shows you weré incorporated NG,
under tte IIENEGE Non-Profit Corporation Act. -

Your purposes as Btated in the Articles of Incorporation are:

(a) To organize and operate an association to provide for the
acquisition, construction, management, maintenapce and care
of assoclation property, as that tem is defined in Section
528 of the Internal Revenue Code of 1654. No part of the
net earnings of the association is to inure to the benefit
of any shareholder or individual.

(b) To acquire and own and to. provide for the maintenance and
munagenent of certain open spaces and other cummon elements
and limited common elements and community facilities located
within the unit owmership estate known as
in —, and to provide mailrcenance services for t:he
residential properties located there'n, all in accordance with
the recorded Declaration of Covenarcs, Couditions, and Restric-
tions.

Your purposes as stated in the Form 1023, "Appi.zation for Exemption Under
Section 501(c)(3)," 1s as follows:

(1) To provide for the meintenance, repailr and upkeep of the common
elements of the condominium project.

Common e¢lements, as defincd in the Declaration of Conditions, Covenants, and
Restrictions, means all portions of the condominium other than the units,
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Limited common clements meang those Common Elements which are either limited
to and reserved for the exclusive use of an owner of a unit or are limited to

and reserved for the exclusive common use of more than one but fewsr than all
of the owners.

Hembership consists of homeownars of the individusl condominivms.
Your sources of income are from membership dues.

Section 1.501(e)(3)-1(d)(1)(1L) of the Income Tax Regulaticns provides that
all the organizatiouns there described must serve a public rather than & private
interest.

Section 501 (c) of the Code describes certain organizatinsns exempt from Fedévral
income tax under section 501(a) and reads, in part, as {'ollows:

"(3) Corporations, *** fund, or foundation, oxganized and
operated exclusively for religious, charitable, scientific,
#*%% literary, or educational purposes, oxr to foster national
or international smateur sports competitfoa (but only if no
part of its activities involved the piovision of athlatic
facilities or equipment), or for the prevention of cruelty to
children or animals, no part of the net ecarnings which inures
to the benefit of sny private shareholder or indivudual, o
substantial part of the activities of which 18 carrying on
propaganda, or otherwise attempting, to influence lepislation
(except as otherwise provided in subsgection (h)), and which
does not participate in, or intervene in (including the
publishiug or distributing of statements), any political
campaign on behalf of any candidate for public office.”

Revenue rullng 74-17 states that a condominium housing asacciation formed by
the unit owners of a condominium housing project to provide for the manage—
nent, maintenance, and care of the common areas of the project, as defined
by State statute, with membership ossegements paid by the unit owners does
not qualify for exemption. ’

Revenue ruling 74-22 provides that in erder to qualify for exemption an organi-
7ation musgt serve & “comnunity” which bears a reasonable recognizable relation
to 2n area ovdinarily ldentified as governmentsl; it must not conduct activi-
tien directed to the exterior malntenance of the private residences; and the
conmon areag or facilities it owns and maintains must be for the use and enjoy-
ment of the public. )
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On the basis of the information submitted we conclude you are not charitsble,
educational, or religious. You are operating a condominium housing project
in a manner like the one described in Ravenue ruling 74-17, providing main—
tenance, managsment, and care of the common elements.

Section 528 of the Internal Revenue Code provides thet certain homeowmer's
associations way elect to file Form 1120-1 which, in effect, pemmits the
excluaion of exempt function income from gross income. This election must
be nade timely and wmust be made each year.

If you do not agree with these conclusions, you may, within 30 days from the
date of this letter, file in duplicate a brief of the facts, law, and argument
that clearly sets forth your position. 1If you desire an oral discussion of the
issue, -please indicate this in your protest. The enclosed Publication 852
gives inatructions for filing a protest.

If 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 finsl.

If you do not proteat this proposed determipation in & timely manner, It will
te considered by the Internal Revenue Service 88 a feiluvre to exhsuast avallable
administrative remedies. Section 7428(b)(2) of the Internsl Revenuc Code
provides ir part that, "A declaratory judgment or decree under this section
shall not be issued ip any proceeding unless the Tax Cowrt, the Court of
Claims, or the district court of the United States for the District of Columbia
determines that the organization involved has erxhausted administrative remedies
available to 1t within the Internal Revenue Service.”

If you agree with these conclusions or do not wish to file a written protest,
please sign and return Form 6018 in the enclosed self—addressed envelope as
soon as poseible. You should also file the enclosed Federal income tax
return(s) within 30 days with the Chief, Employee Plan/Pxempt Organization
Division 1100 Commerce, Dallas, Texas 75242.

If you have any further questions, plesse contact the person whose name and
telephone numbexr are shown at the beginning of this Jetter.

Sincerely yours,

District Director
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