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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE

U

TAX EXEMPT AND
GOVERNMENT ENTITIES
DIVISION
Date: o

Person to Contact:
Badge Number:
ContacheIephone Number:

EIN:

Contact Address:
CERTIFIED MAIL

Last Day- {oPetutlon Tax Court:

Dear

This is a final revocation letter regarding your exempt status under section 501(c)
(3) of the Internal Revenue Code. The revocation of your exempt status was
made for the following reason(s):

fails to meet the requirement for exemption under I.R.C. Section
501(c)(3). Section 1 .501(c)(3)-1(c)(2) of the regulations state that an
organization is not operated exclusively for one or more purposes, if its net
earnings inure in whole or in part to the benefit of private shareholder or
individual.

It has been determined that _ s was not operated exclusively for

charitable purposes. Examlnatlon findings have determined that )

has been involved in repeated excess benefit transactions, which resulted in

private benefit and inurement to your former President and Executive Director,
, iis family members and to your current President and

Auctioneer Both individuals were in a position to exercise

substantial influence over the affairs of
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Based upon the above, we are revoking your organization’s exemption from
federal income tax under Sectlon 501(c)(3) of the Internal Revenue Code,
effective

Contributions to your organization are no longer deductible under Code section
170 after: ou are required to file income tax returns on Form
1120 for all years beginning on and after Processing of income
tax returns and assessments of any taxes due will not be delayed should a
petition for declaratory judgment be filed under section 7428 of the Internal
Revenue Code.

If you decide to contest this determination under the declaratory judgment
provisions of section 7428 of the Code, a petition to the United States Tax Court,
the United States Claims Court, or the district court of the United States for the
District of Columbia must be filed before the 91% day after the date this
determination was mailed to you. Please contact the clerk of the appropriate
court for rules regarding filing petitions for declaratory judgments by referring to
the enclosed Publication 892. You may write to the United States Tax Court at
the following address:

Since your exempt status has been revoked, you are required to file Form 1120,

U.S. Corporation Income Tax Return, for all years beginning after o
income tax returns for subsequent years are to be filed with the

appropriate Service Center identified in the instructions for those returns.

You also have the right to contact the Office of the Taxpayer Advocate.

However, you should first contact the person whose name and telephone number
are shown above since this person can access you tax information and can help
you get answers. You can call 1-877-777-4778, and ask for the Taxpayer
Advocate assistance or you can contact the Advocate from the site where this
issue was determined by writing to:

Taxpayer Advocate assistance cannot be used as substitute for established IRS
procedures, formal appeals processes, etc. The Taxpayer Advocate is not able
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to reverse legal or technically correct tax determination, nor extend the time fixed
by law that you have to file a petition in Court. The Taxpayer Advocate can,
however, see that a tax matter that may not have been resolved through normal
channels gets prompt and proper handling.

We will notify the appropriate State Officials of this action, as required by Code
section 6104(c).

If you have any questions, please contact the person whose name and telephone
number are shown in the heading of this letter.

Sincerely,

44

R.C. Johnson,
Director, EO Examinations

| Enclosures:
| Publication 892

| CcC:




DEPARTMENT OF THE TREASURY
Interrel Revenue Service

TAR EXZMPT AND
GCOVERNMENT ENTITIED
OIvisian

Taxpayer identification Number:

Form:
990
Tax Yearn(s) Ended:

Person to Contact/(D Number:

Contact Numbers:
Telephone:
Fax:

Certified Mail - Return Recelpt Requested

Dear Sir or Madam;

We have enclosed a copy of our report of examination explaining why we believe
revocation of yaur exempt status under section 501(cX3) of the intemal Revenue Code
(Code) is nacessary.

If you accept our findings, take no further action. We will issue a final revocation letter.

if you do not agree with our praposed ravocation, you must submit % us a written
request for Appeais Office consideration within 30 days from the date of this letter to
protsst our decision. Your protest shouid include a statemant of the facts, the
applicable law, and arguments in support of your position.

An Appeals officer will review your ¢ase. The Appeals office Is Independant of the
Director, EO Examinations. The Appeals Office resolves mast disputes Informally and
promptly. The enciesed Publication 3498, The Examination Process, and Publication
892, Exampt Organizations Appeal Procedures for Unagreed Issues, sxplain haw to
appeal an Intermal Revenue Service (IRS) decision. Publication 3498 also includes
information on your righls as a taxpayer and the IRS collection process.

You may also requast that we refer this matter for technical advice asa explained in
Publication 832, If we issue a determination letter to you based on technical advice, no
further administrative appeal is available to you within the IRS regarding the issue that
was the subject of the technical advice.

Letier 3618 (04-2002)
Cataiog Numbesr 34B00F

LS WO\



If we do not hear from you within 30 days from the date of this letter, we will process
your case based on the recommendatians shown in the report of axamination. i you do
not protest this propoged determination within 30 days from the date of this letter, the
IRS will conslider it to be a fallure to exhaust your avallable administrative remedies.
Sactlon 7428(b)2) of the Code provides, in part: "A declaratory judgment or decree
under this section shall not be Issued in any proceeding unless the Tax Court, the
Claims Court, or the District Court of the United States for the Diatrict of Columbia
determines that the organization involved has exhaustod its administrative remedies
within the Internal Revenue Service." We will then issue a final revocstion letter. We
will also notify the appropriate state officiala of the revocation in accordance wlth section
8104(c) of the Code.

You havs the right to contact the office of the Taxpayer Advocate. Taxpayer Advocats
gssistance is not a substitute for established IRS procedures, such as the formal
appeals process. The Taxpayer Advocate cannot reverse a legally comect tax
detarmination, or extend the time fixed by law that you have to file a petition in a Unlted
States court. The Taxpayer Advocate can, howaver, soe that a tax matter that may not
have been resoived thiough nomal channels gets prompt and pro Kss‘handllng You
may call toll-frea 1-877-777-4778 and ask for Taxpayer Advocate stance. If you
prefer, you may contact your iocal Taxpayer Advocats at:

If you have any questions, pleass call the contabt parson at the telephone number
shown In the heading of this letter. f you write, please provide a telephone number and
the most convenient time to call if we need to contact you. -

7

R. C. Johhson
Director, EQ Examinations

Thank you for your cooperation.

Enclosures:
Pubiication 892 .
Publication 3498 .
Report of Examination

Letter 3618 (04-2002)
Catelog Numbar 34806F




Name of Taxpayer - - - ‘i Years Ended
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. .Form886-A | - .. EXPLANATION OFITEMS, . o gched‘m °rEﬂibit
. Nsmeof Taxpaver .~ . - . S " | YearsEnded -
STATEMENT OF FACI‘ S . .

. (hamﬂarnfamdtou ,)uaux:xmnptcnﬂtyﬁntncxmpﬂmduln&nﬂkmnecmmuon |
" 501(c)3). It received umptmmﬁmﬁzhtumlmuc Service em. who was a
unedcaraalasnun.foundadtm organization. His son'! , owned ,aused carlot on

1. Tho purposs ¢ v 'wasto allow individuals to domats their wsod vehicles for & tax deducting and

-.uvi0g SAImE Ome choode Wie nonprofit charity they wacted the proceeds to be seat to. If the donars do hot deugum a charity,
-+ the proceeds go into a zenen.l ﬁmd The ge.nenl ﬁmds wothan dutnblmd ta, various chnrlnu and socul servie orgnmzauous
thhm their oommunuy o . i o . oo .

‘usudlwocarlotx otde an

' IThu,loton wumodhnsellmdmntedvmnlu fo the public mdthnzoodusedvumcms arepntnntmsmz anof

. 1: stmed ity nuounn on

. 4 original Boa:d of Dmmrs consxsted oE , oL
- Trustee { ) %  Trustee (father-in-law of Y:and.
, aruswa (CPA). Three divartnrs-frugtass are ramly members, The oaly non-family member cesigned on

Agent sscured a copy of .. .’ resigoation, which stated that the thirteon. checks he mviewed ware enough to cause .

Coe “loss of + 501(c)(3) status, Even after be explained 1o hatno pat of sny of s revemics may jour: 1o

" . greater than the fair market value of the danars’ vehicles. Ta

' and wmsol.d.ﬁoua—up

.sgreement foe this loan of $ from |

- any privote ubmholduumdivrdualudmwﬂl ciige thelouofcxmphon, conun\mdw\ththepnvnte
-ben:ﬁ:mdxmnemmt S N , oo . . _

App:oxmnely tWo mon:hs b:foxe thn ageot dld bis on site mmmltlon, rehnqmshed his posmon u
Dimctm' ot nnd “complcmly and wmmnnsunlmly“ d:abmdzd the old Bauxd of Direotors. . -

The exammnon Sindings nlpeohng ' disclosed that individual dmon look chaduble deductions
+ then Execurive Direator anly cited to donora
the retait NAD.A. (blus book)vn.lua,nouho l.oun ormdc-mvubw oven thaushsomeoftho veh.n:lcs wmnotnblem dnvnn :

’a thun Exymmw Dzractor claimed tlm hn loaned 8 fm- start up costs. Nci:hnr { \nor
yprovided the agentwith copy of this loan sgreement. admittod that there i8 no writtan loan |
atatod there were four or five Board of
Directora’ meotings. They metin personin  's office. Directors also discuased things over the phone. According to

3, they keot minutes md heleﬁdwnwuh But accarding to the new offioars of , they do oot huve copies of the

.mmnwebr v

v smoffir and'_aim‘me oft and In & position to cxervise substintial influence avr the affiirs of the
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‘Name of Taven~rer S 7':“ R .. " ... | YearsEnded

“No part f the net carnipgs of the corpartion shall inure to the benefit of, or be distributable 1o, ity mensbers, trustecs,
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ovepudby: \by$, . S

§

ZI.. v paid . & Towms Su'\ncoCumpuLy- s in and § i

'Ihaqumcewuﬂntm Y &Nrwdonmnmuanwn Opmtedﬁxtwdv:monm mpamdtn nnlytwnmontb
,The now 'tnxmi. dn aotuse’ Towm Scmcu, naymon, bor.unse xm o’
expessive, never did towing until his fathar operated . Tho new trugeees’ towing services arc

. " approximately % loss then’ ) towini focs. The new tustoes used threo different
* towing companies and companics put bids m Tor tietr services, the fonmer Predideat/Executive’

- Director never requasted any written bids for towing sexvices, he iust assigaed the towing service to his son

. Andit Sndings discloged that when:  first began its in September & Qctaner ot it

useq ~which charged §35 for a tow in the nrc_a, nj-ump'aud to $50:
chargedforthesammmmxcumrhe [

Som . Tow:ng Servhm received various advanoou onmwmg from " which uumdc wwmg gegvices
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R a0 longu opcrated nn Tow-mg Semcu,
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proverty on But the rental agreerneat, for the $ year period beginning
and ending - was witn © notwith . ' Used Car
, Lot) was operating out of thuy eame location prior to Tuly when  came into existence, Also. -
. Towing ( towing company) was lobated at the same Troverty (
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Name of Taxoaver - .~ . . ' - " | Years Ended -
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. a temtodtwochachdrl\mon bunklccountmduauedthmb

Thess chocks'totaled §  /and were not ovidenced by a written lonnngmm:n:
. was wholly-owned by " Floor.Plen Company and was used to loan momym deCat
- Dedmh:psforﬂmrhmeofaedu. eothatthsyembuythurcau(;humvenmxy)

Exnmmu.onﬁndmgsdmlmodthnt \pal.dl C rS .\m \mds ,'}in' forrmtonthc

) dunng andduinotmmbune for use of its propecty. ;mm-mmewnsno
wnummb-lmsanmcmembetwem ' S '

: Thcchnx!ywlddl!hnmfwncanmthnmn mtmmms.buzmlymodpmoithepmm ﬁormvchxoluu

. Thero was 0o Writem agreement to documeit eny sublease of the lot was usiag the lot for
hutowu.ngbusmm l:meuumwdlhat %nf!hcpmpenywumdby and/or
8. Examinnnon nf \ for ths yeu endsd oo Daccmbw 31 ‘ dmcloaod the ﬁ:uowmg
- "lhu\: Wom o mmuws keptby . thei thtmnr Pmudent & Exemhve Dn'cmr for " When'
the new Board of Duoem ;uok overin Febnm:y of rhay hnd mnn?hly meetings and nunntes were kzpt. B
' ThenanoudofDn’emmwm . ' ; ) . e
‘ ' , Pmulent . . o
. (Aho thoyr Aucnoneu)
. Viae-President -
 Secy.-Treasurer,
_Tmatoe -
'Iruam . 4 '
vas sotﬁwmmermd wwuﬁmﬁl,ayuqof “whcni .  vasthe
. PraidmtdexccuﬁveDmtqr( . S e ; )
,'InPebmuyuf - wheml. m:gned % ulonxw:ﬂ: » were
: 'aupomttdmthaBoudofDmmandnﬁmof - dno‘fqrmed  Partnesshin known as
\, while they were Secy-Treasurer and Vice- Presideot of ., The purpose of
.. was to, congult with chmuu in the car domation program. There was no &momnon to support en agrecment -
. between ad . h & . & - . did receive Forma W-2 foc theis
- compensation from . Butin .Forms iowy were isyued to (for§ ¥ fw S -
instzad of Forma W-2. Examination findings confirned that cas the SecyfTréuu‘x:r and 3, Vice-
Presidont were invaived in the 9vuyd§¥ activitieg of . . snpcd the o:gnm‘ution’n chocks in .
l Department of the Treasury - Internal R:v&gu?S?n"kp ' Ch e . Form asﬁ :
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NsmeafTayoaver ©.-- - ' . . . ... | YearsEnded ..

’»Thare Wis s Agreement N-'ween( .and 0 rehnquxshhm position of Directorof - [ It was dated

executed it as p:endmt of . Thenow Board of Directors did approve thie meimation  *

. agreement. This agresment was desigusd t6 take control nwayﬁuxn and 1,
. stated that whatever mossurss were needod to acquire . out of the hands of 1 would be the prudent -
."thmstodo IhuwouldallcgedlyauewthenewBoudofDmcwnm do what wulonslnnllysuPpoaedtcdc

* This aaxmml ‘stated ﬂm wuuld unmedmcty nhnqnh.h his posmon of. Dncm.r of .and '
“compleixly and commensuratoly” disbénd the current Board of Directors, In tarn . will honor the agyeement madu wnh
+ for salary not received for soven months in , phus two montha ssverance salary, and fhiercfore pay
. atomlofS inreguler bi-weekly psymeats, beginuing Fcbmuy 22, (A idid
muveaw?.fors ) ﬁ'o:n forthcym'endmon . e
§. “There was s an sgreement w;th 1 Towing Compqny dated Febnnry 8,
' Thuayeummtmdthcﬁauomg. Lo o S o o

L wﬂl puy , o p\udhue thn lH “Roublnk" Truckfntl L . will pay.
o 1 thik emount in monthly payments, 8t 10% interest of § begmmngwnhnﬁrstpaymomoanh 15,
ok .wﬂlhelhownunhnnhomuunnlthcbalxnconpudmfull
2. Lwillpa'y topurchass the,  JH “Four Car Carricn” for $ ‘I'odoao.' ;wﬂluuy
o on a total of § (the rotal payoff, to bo paid within IOdayl) will pay’ ithe”
“balsaco of §. | ‘in 18 monthly payments, at 10% interost; of §: % boginzing with the first pn,yment on
. March 18, 4 wilibe ahown as & U holder unti the balsace id paldin fall ©
3. + .wilpay. 13 on sach, of the follnwine Fridave w include February 11, Fehruary 25, Mun:h3
- and March'10, , Thereaftor, » will pay 18 per woek for 32 oouecuuv: woeks,
and$ for » final wesk (caiculated to include 10% intercat throughout these 33. weeks).
s 4, H my lnve mAuu:mobdn Duh:r Lxcmu “housed" ata loc-hnn at hu dxmm for his
. | oWnpuposss. . S : ,

N

. “This agmmnnt was mguedby for Towing Co.mpm nnd’w T the
" Presidentfor  .From February 11to October27,. there wero T chacks totaling § fom to
. TowinlCompmy. owned & operawcd by . The 10% intevost rats way determined by
uot  ; as a fair intorost rate. These. chocks W Towing Company were marksd loan
payable, but dxd mt pmvxdu iy mppomng doc\mum for lhls chhned loax, uoept for thz ngmemunt mantionad
b abovu v

, For the yeu- emu onDeccmber 31, 1, the nc'w Bénsd ofnmm md three d.lﬁwunt whpen.dmt towin‘g wmpanics .
* .. and these camipanies putbids in for their services. Unlike their former President/Excoutive Dirstor,
‘who m:cqueawd mybuh ﬁ)r mwmg umocs ho;ust mgnzd the: vowmg sumoa to hia 10

;_Undcrlhnmmm oﬂiomm no longer quotr.s onlydw!{enuy Blun Bookw valueqvu the phonn They
. »pmtdethudonormthd;:ronﬂ&whnhulevnhmiounnngmdcmdcmmnnmthobookvﬂueof:hmvch:h They
. also send along IRS Form 8283 and:lmywerequmpmnwuuothowdnnmthnmdmnngunhmlemmedof
- mljmmnchlnmnlmpaks:humzwhohsdevnhmwonldmtbnmnccmmﬁmwgobym!hnwdstod:eu-vah:clcu
Thi.-apncucuwunmpmofd\upohnyaf sfomanxmmDmcxor&Ptmdant,

. Itmnolongcrth:po'ﬁcyof msellmulvahxcluo:whnladcvuhclmxo,anymlcummnozdcalnr Allcunare
~ sold at the auction no exceptions. The currant officers belicve that this practice is fair and affords everybody the same

E opportunity to buy vehicles at whatever the last bid brings. Employces mdoﬁum of mullowedtobu!nnmy

S ],wh:clutthmamom Theumummopuuopubhc T, - ; . -

'Tﬁ?ﬁutm_entof cb.:l'l'reunry-lhumillllwmne Service_-“ T T e Form 886-A




1 Scheduh or Exhlb!t

‘Form 836-A ' ¢ EXPLANATION OF ITEMS . e
.'.- ) ‘v . ,'. . . '. oA, C R . l\_
' Nome of Taxpayer . . L e . L ' . L YursE'nded:
‘o . hus expanded fram the | " area into the- - i area. It is currcaitly operating two auctions a
., weck onein and cas in » The expansion was possible through their partnerships with other charities.
. v formally of » was brought on 88 Director of Development. Hig sale purpose

. waa to dovelap pannemhxps with charities enabling those charitics to gouerate manies 0ot normally available to them. In
. » - splity all parmership ddaations and designated charitins by donor on s 50/50 np.ht with nbaorbmg all the
costs for towing, reconditioning, anction foes, advertising, dotiling and &ll costs of ‘pamphlets or any other written

.- material that would belp them in their car donatinn rmorem  Sinee departure,  was partnered with
' S0 ‘funhoyunrondinéonnccemﬁdm. wﬁnlyibdini\rmcc-to ..Eﬁxploycedo{z were _
S . also warked for: . for the yoar ended
od Decenmiber 31, was oot an employee for  in the'year ended on December 31, . The
total amount paid for. “indramce by  .was§ - According to the coment officers, thers is no

relationship betwoea ; and . other than it oge time or anather they were both owned or operated by
o the son of former Executive Director & President, The currentmanagement:
was sot :mploy:d 8t that nme 50 uwy could not mtplnm why t}us I.nsunm:e pmnm.m was pald out of
aboounts, . - o ,

.

: Thu tol.lowmg is a List of tnmacu.ons betwecn and its cucreat oﬁcm and employ:ea afmr tlmr fcmmcrr Preuid.eut &

Executwe Director, nsxpcd m Febnmry

becnno praaldcnt of i i Fobnu:y + while 'connnmx':g © provxdc anctioneer servxées for
Auctions in ‘and ). Tho partics entered into a writtsn agrecment dated Juty 1,

o “Contract for Sale of Persanal Property at Auction” that was sigaed by the office manager for |,

ind
r. Under this agrooment, xdoesnoth.wethenglntoconml *and he-is able to offer his

o auctioneer services to the gmenl public becauso he is licensed by the Division of Licensing, Jepartment of Commerce

aud is operatos a corporation.. The current officers | Jof  stated that they do not know

, ' whether Aucuom services woro appmvan py the Old Board of Dmm or whcthar canmd.and any

oumde bm trom orhcr uuctwnem

The'contract between the partm pmv:dud that- w0uld iny the follov'vmg o ‘ I'A of the mu pmceoda fmm its

auctions, advertisement (approx. 5 per week), uupplxes. towing of the vebicles, security, ingurince, dnmlmg 13 needed, -
Tepairs as neoded, tax & title a9 neoded, and title runner as nssded. The contract further providad that the auctions would be °

condncndanh: fucuxtyownedby nndthat ’ hndbpny&eclwkm;,mhmr mdxmgmmvu:es

Exam ﬁnﬂm.gs ducbeed zbnt' paid advmmg upm:a of §. d:rectly t various newspapers and, pubhoanom during
That ., also paid L} For advertising secvices during this same period. The curreat officers do not

Jnow whether the advertising expenses incurred by nndpudby' - wore approved because thare are no

supporting documentation. The advertising donoby ~ , hias the organization’s usne in it, while the advertising doge by

. doemt.lthas‘ smemdtelephonanumbc thutunc lndphcenfth:CnrAucﬂnn .

,a8 thc Aunnonccr and medmt of rbcewed a commission ﬁ'am the sul: of nine Nqn-Auctwmd

v - - Vehicles that totaled (0 3. i After two now officers, ad . were added 16 the Board of

Dx.rvctmthupmcuuw nopped. Havmm- ‘isetinth_e'cuuc'ptl’mideutof ' andnull gerves ag ity
Auctionger. - , c o

Examiastion ﬁ:idingu for the year ending on D'ec'embe_:' 31, disclosed thaten md:pendant appraiser,

.. Appraisers, charged  only § 1o appruise 8 car while. thoir Aictionser ang President charged.  per car.
.Tho decigion to use - for sppraisal purposes wes made by bocagse they beliaved that -

6
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. Naxe of Taxpayer - - o+ ] Yeaxs Ended

, pmvﬂedfnsternndmmueﬁcmmwvmuthn . f wmthbt@no'wppuﬁvcgloq;mmtnﬁon‘

SmunamFehmmm  Secy-Trepsurer and! . Vics-Presidont roceived use of

- vehicles. wasprovided withs i Dodge Spart Mini-Van. and was provided with 1992 Lincoln

-, Continental In mid October of a vehicle wa§ provided to trugtee, for travel 1o and from the

. location and + auction sites.. thnmumnhmuAmhm&Prmdmwumwﬂcdadonnodlns
$60° SEL Mercedas Benz, which peid for the repairs sind peint job. The mavagement ut - + in March
- )appmvedthll.Thsrewnnolccounnbdityfonheus:ot‘dmuwhdalmdthcvnlunoﬂhuuuwumtrmdm

.MomW-ZGIOQna&mebmﬂﬂt . . ) '

mrewmnomdepmmnommnbmon ‘s Bosrd of Divectors o he year coding oa December 31,
or All Board Members of mutherunplnywof orhadﬁnanmlrehhonahxpw:th :

Sectu:n 501(1)(1) of thn Internal nzveme Codc of 1986 pm\ndu for mmpuon ﬁ-om wm:on for m-nnmnom dum‘bcd
under yectian 301(c)(3) of the Code. . Boction 501(¢c)(3) provides in pertinent part: -+ .

R &WMWWMMGWWMWMNWL
ebnmablo. mnﬁc.mumﬁ:rpuhhcnﬁty literary, or educationsl purposes, or 0 foster mmicnal ar international -
m?xupmswmpmuoq nopnﬂofmnmmmofwhchmamthebencﬁmfmpmmmwam ‘

, individual.”
: Inmdatobcmmptmdcrmonml(c)(:i),mm‘gmmonmmbabothwgmwedmhmvdyhmormomofh
 exempt purposes specified in the section, known ay the organizational test, and opersted exciustvely for such parposes, known
as the operational test. Sumlsm(c)(:i)-l(a)(l),lncomn‘.l'nnogl I"ailuretoms&mhamtpwmduamnon

- . 501(:)(3)aampuun.

t

I Section 1. SOI(:)(B)-I(o)(l) of thaIncomn Tu Rzguhnom nyn a0 cmunmmn opcmu ncdu.mdy for SOI(c)(!’) puxpom
only:fnmmeupnmuﬂymachvmuthﬂtamphsh one o mare of such mptpmpomaupedﬁpdmthnCuduacuon '

-'hdounokopmexnlumelyfosSOl(oX?)pmpomimﬁmmmbmdpanofmmv\wdnmﬁmh‘rsuch .

hnpphunonotthem-gummnalmdcpcmmltem, aduaxvol docsnotmn suhly‘ or"ubsohnelyvdﬂmut
q ‘..v

' T.C. 102, 107 (1978)), affd. 37 F.3d 216 Gie. 1994); sox also Cops Srasics
" 303-804 (1982). thnluu, the presenco of a alnglc nonmptp\npou lfmbmdmnmrc, pndudamptmm

" regardiess of the mmber or importance of truly exempt purpo Seemgmmzmmdm 326U.5. 279,
* 283 (1945); Redlands Sucgical Sarva. v, Commissionar, 113 T.C. 47, 71-72 (1999); Naticna!lst Movement v, Commiasioper,
mnlts‘lﬁ WWM”TC 1053 10650939) S

Sosuqn 501(c)(3)~1(c)(2) ofthnregtdnwm pravxdu that sn omnmnnn is not oPomed wdunvely fqr OD6 OF TI0re aempt

,e

5

pwpomxfmnutmmng;mmmwholeotmmbmbmafpmmmldmormdzv:duals

.Sucuun 1 50][;)-1(::) of the reau.htm provides that the words "pmm.c dmeholdnr nrmdivxduah mfu o pumhnvmga
~pursomlnnd.pnvne1ntuutmthcwmuuoftbeww.\mm. : , '
o Sacuonl 501(c)(3)-1(d)(l)(i£) ofﬂn romuuum pmvxdenhtnnotgmm ia not opqmed cxohmvelyibroneornow

. purpoaeaunleun verves & pubhcmhqm;pnvmmm Tbul, chcorgmmnnmmbhshthnnumommed or

o Mm;mﬁMhm-htmﬂMnuem ‘ R # + . Porm 836A
»"' . - . '.-""“ . v 7- vl . “Z" I R T .
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' opmwd for the benofit of pnvnta inleyests such ‘as designared mdmdmls, hie creator or his famity, ahamholdm of the

orgnm;am or pcmns controllcd. dmdy ar mduecﬂy, by such private imxem
ln BetmrBusmm Buruu ofWu)nnmn. D C V. U. S., 326 U S. 279,283 (1945), the Cmn't statsd ﬂmt "dmpuuncc ofa ’

: ‘nngle [uonzxcmpt] purpose, if gubytantial in nature, will destroy the exemption regardleas of the number or importance of

truly.. . . [exemmpt]: purpoau “In th__xgh of Scjentology of California v. Commissioner, 823 F.2d 1310, 1316 (1987) the Court
2lso atated that *Tha.term ‘oo part' is ebsolute. “The organization loses tax exempt atatua if even a small pmumge of i income

inures to a pnva:: mdmd.ml v (quonng M Church of Scxmmlog! V. Umn:d §mm. 412 Fad 1197 1200)

Gmg R_ lekoorv Commxmomr, T C Memo. 1998-152 hcld thar Wh.l:the'rl loan exxm depend.i onnll the fnm 1nd

. Circumstances, mnludmgwhmher

.(l) There wda a promissory noto or other evulmc: of indabtedms. .
(2) Intorest was chargsd; . .
(3) There was security or connt:nl

" (4) Thero wss a fixed maturity date;

_(5) A deniand for repayment was mndo
(6) Any actoal repayment wes made; o )
(7) 'The transfevee had the ability to repay; K ’ .
{8) Anyrecords maintined by the tranafaror undlunho msfm: roflected !hc tmnuctwn ase loan, and . .

SN ()] The xaanser in wlnch’dw trugmuon wes mpor;edufpr.l’eglq:l tax ggupom iy comm_xt m;h a 1qan

o ‘In The Foundgg Chumh of Scmumlong Unmd Smtu 412 F 2d. 1 197 a cm'poranon orghmzed toactas s pnrant chnrch fo:
" . the propagstion end warship of & religious faith kuown as "Scicatology” did not Qualify for tax-exempt status because it failad

to prove that no part of the coxparstion's net carnings inuired to.the benefit of private individuals. I was unnecessary to find -
whiether the coyporation was a mhg:ous or edmauoml orgumzaﬁun, or whe!her its openucm were cxr.lwwe.ly for rdxgxous ar,

-'educauoml puposcs; . .

Also in Founding Church omemlogz v. Unitnd Smas, 412F.2d 1197 (CL C.l 1969) cort. deu 397 U.S. 1009 (1970).
organization argued that the Court should not find that the orgu:muon s sarnings have inured to its fouaders gince it bad made
some paymeais to bim a3 repaymonts oy & loan, The organization could not, however, producs soy docmments svidencing'

,indebtedness.; The Court concluded that the plaintiff had falled w meet its burdcn of proof that a part of the coxponte net

c.ammgs ‘Wi not ¢ source of bencﬁt to pnv:tu mdwuhala

. h ml_:g_;l Law Sc@l v, Ummd §mcg, 228 Ct. Cl. 902 (1981) The h\v school and tha oonpgu paid fot ;)w founding

family’s automobiles, education, trave] expenses, inmrance pol:cw- ‘baskotbell and hockay tickets, membership in a

" privaic catiog esteblishment, mombetsbip in & health apa, intarest-fres loans home repairs, personal household furx_nsbmgs
- and appliances, and golfing equipment. The court determined | that the expenditores for the fornding family were

not ordinary and pecegsary axpenacs in the courve of tho law school's and the college's operations, The court also found that
the payment of colloga expenses for the founder's children by the law school provided direct und, substantial bencfits to the
foundor of the luw achool and his brothor. The payment of the college expansea helped to defray the costs of their children's

" education, a cost which they otherwigo would have had to satiafy from other resources. . The court found these payments to
consttute pmhx‘bxted xmmmcnt of tlu: hw school’s cammg m the foundeund hig bmth:r pamnu of the mdm .

In Church of Goggel Mm Inc., (CGM) v. Umtad Statod of Ammca, 640 F Sup 96 !he court found i
™. Inarder to establish that it is qualified for tax-sxeaspt status, CGM has the burdea of proving three elemcnm '

* oomtested | by, the RS: (1) 'mut CGM i ise corpcnuon opcrmd pnmarﬂy for rehpous und/or chmtable purpoa:s, 26

Dtpartmeut of thgTrmury l'ntarnaﬂlevanue Sarv{ce . L N W ..+ . . Form ES@-A
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U.S. C @@170 (c)(Z)(B) 501(c)(3); 26 CER. @1.501(0)(3)-1(c)(1) ) t’nnt po part af CGM‘rm SAmings imury

0 the beneit of any private sharsholder or individoal, 26 U.S.C, @ 170{c)(2XC), 501(c)(3), 26CFR.@ '

L501(c}(3)-1.(c)2), and (3) that COM maintainy records sufficiont to dunommne that it 9 eatitled to m—axcmpt
- xmtun.ZGUSC @00] 26C.FR@@16001 1(c3.3160011 » . .

. Hmver, caM hu faﬂzd to keop records aduqnm to d:tcrmme the ﬁulum:n of its cp:nmm and failed 10
show thnt xu apammna d.o not mum in pm to the pnvm beucfit of m oﬁocn " .

Thexewnoaccunwmwdofcmnexpmw Tharaunomcoxﬂshnwbgwhcmumueﬁmdswmoxpmdud
'foropmnngm ngmtn!haorphmgoonmdformhupurpom "

LN

‘Secuon 1.501(&) 1[2) pmudu mpemnuut pat -

".../An orgenizatipg,... is not éxempt from tax mcmly becauxc it is ot m:gunzed and operated forproﬂt. [n order to
eshblmh ita exunpuon, it is necessary that cvery such organization clwiming exomption filc an application form as *
" “setforth... Subject ouly to the Comnmissioner's inherent power to revoke rulings because of @ changs in the Jaw or
regulations or for other good cause, sn Ogaaization that has boen determined by the Commissionsr or district
., sirector to be exempt upder soction 501(s) or the corresponding provisioh of prior law may rely on such
: doecrmuon 80 long ay ﬁme are no mhu(mtul cl'mngu in the orgnmzumu (] qhnm:rm- purposos, or methods of
epumon. o . .

X Secuon 4958 was edded to the Inta'nx}Revm Cods by section 1311 ufthb Tupayeer oflhghts 2,PL. 104-168 110 Stat,
+ 1452, enncied July 30, 1996. The section 4958 excise taxes gonerally apply to excess benefit transactions occarring on or after
"Sepmmbur 14,1995, The Report from the Cammittor on Ways and Mesns ou the Taxpayer-Bill ofRights 2, HR, 2337, was

- gubmitted March 28, 1996, H. Rep. No. 506, 104® Cong., 2d Sess. (1996) 53." Proposed regulations werc published in the

Federal Rogister August 4, 1998; 63 F.R_ 41486. - The proposcd regalations weze repleced by temporary regulations that wero

- published i the Federul Rogumr January 10, 2001, 66 F.R 2173 The temparery raguintions were replaced by final
" rogularions that were publishied in the chualkngum Yanvary 23, 2002, 67 F.R. 3076. ‘The final regulations, which spplyss -
.of January 23, 2002, represeat » fair and reasonable interpretation of section 4958, based on the intent of Congresé ag exprossed

in the Report from the Ways md Mcans Committee submitted March 30, 1996. Nane of the section 4958 regulsticns cited

.. below are mare mfavomble to du taxptyer thm the campamble pmvmom in the propemd mgu.lam or rh: tunpunry
. mgu!mons oL i \

f'_ Secnon 4958(;)(1) of thn Inwrml R:vmne Coda i unpom on the pnmcnpauon af amy orgunization. mmger, atax equu to 25

percent of dv.- excss bcncﬂt (thc “ﬁm tm m") Thu tnx must bo paid by way quuahﬁcd persan with rcspcct to such

T mauﬂon

"Scchon 4958(a)(2) of thc Codc. nmpoul oa each excess bmﬁz mnsncnon a ux oqunl to 10 pcrcent of the excas beneﬁt unlcss ’
- the yamc:panon n oot wﬂlﬁﬂ and is due to :cuonahle causc . ,

: “‘Secuon 4958(b) of the Codc pmvxdes that whue an unnal hx is lmpoucd but, thz excess baneﬁ!.mvolvcd in such tnn.sncuon is
. mot corrected withily the taxable paried, & tax oqual to 200 percent of the excess benofit involved is unpoud an.d omst be pud

by any duqu.ﬂxﬁud pcrson with rupoc: to m.ch tmnucnon (tb: “second tier tax").

Socuon 4958(:) of the Code in put, dcﬁm “cxcess bcncﬁt transaction” ay my transaction in wh:ch ad ¢conomic bemﬂt is

: pmvxdod by au “applicablo tax-axompt organizetion” directly or indiroctly  ar for the wso of any disqualified person if the

valuo of the vgopomic bcadit provxdcd m:ead: thz valua of the conaideration (mcludmg the pe:fomancc of mvu:es) recewed )
foxpwv:dmgsuchbeneﬁt o . . . .. v

e

Depar@quntofthe Txeuvury - luternal Rovenue Service I Form 836-A
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Name of Taxpayer . ST . 0S| Years Ended

-

Soction 4958(:) of the Code definss * ayphclhh m—u:mpt orgamum as i organization dwcxibed in either sechcu
501(c)(3).or section 501(¢)(4) of the Code or en organimtmn whlch was so dcscnbod at any nme during the ﬁvn-yeu- penod
- .,undmgonﬂwdnwufthembm:ﬁtmmon : . . .

Section 4958[:)(1) of the Code dchines “duquahﬁcd pmon" a8 (A) my pamn who wag, at any nm dunng tha ﬁv&yenr S
ind vading vn the date of such transaction, in & povition to exercise substantial influence aver the aﬁam of the orgamunon, '
- B)a mcmbor of tho fumly ofs chsqu.uhﬁed person, md (C) a 35-petcmt con\roued umty

Section 4958(t)(2) of tha Codla defines orgmzuwn mmagq*' a3 day officer, du:cwr, or trustos of en ar.mnpt organmuon or

K aoy mdmdual hnvm,g powcm or mspom'bihdns smﬂat to !hoac of an oﬁccr dmctor or tusles, .«

Su:uun 4958(d)(l) of the Code pmvxda ﬂm wuh xeapact to axty excoss bcn:ﬁt tnmncuon. 1f mors :Im: pae pamon is hablc for
anyIRCdQSStu,nllmhpmnsueJomﬁy nndmamllyhnblaforthatmu. o .

- Secunn 53 4958-l(o)(}) of tha reg\ﬂanm prov;du dm Qu:upt as ocherdme pmvxdad, an, ekoess beoefit mucuon occurs on’
- the date on w!nch the diaqualified Revon. mams the econnmm benefit for ﬁdcnl income tax purposes. . -

Section 53 4958-6(-) of the mgulanuw pmvxdu r.hal paymenm undur (1 compmanon mmemmt are presurned o be
reasonablo, and a trenafer of pmpmy, or the ngm ID usn propony 15 presnmed o ba ut Iur mrkn vnlue. if the fouowmg
conditions arc satisfied:: . . , .

" (1) The compensation mmsmant ar |he torma of the prap:rty u-mfer ars appmved i -dvmse by an Authunzed body of
the epplicable tax-exampt organization {or an wmtity controlled by the organization with the mesning of regulation
53.4958-4{a)(2)(i1)(B)) composed entirely of individuals who do ot have a conflict of intercst (within the meming of
- paragraph (c)(1)(iif) of this wctwn) with respoct to the compmauon ammgunm: or propmy tnn.st'er. a8 described in
pmynph(c)(l) otthm section. : .

(2) The nuthnnzcd body obtuined and xvlwd upon nppropnone data es to oompanbxhty pmx i~ makmz xu dcammmnon, )
: u dnecnbed m pmgmpb €2 ot‘ this section; and . ,

(3) ‘I‘harmthmud body atequutsly docurnentod the busis for i dct:rmmdon concunmﬂy with mnb.nx that
detnmmanun. a4 described in parugraph (o)(3) of this ucuon

. Sectmn 600). of ﬂ:c Code pmvxdeu that every person lable For any tax mpoacd by the Coda, or ﬁ:r the collect:ou thmor: shall
keep udaquute recards as the Secewy of (he u'ns\:ry or lna dzlegm my from tunn o hme prucn'bo ‘ , oo

- Section 6033(&)[1) of the Code pmvtdel. excopl: a8 pruwdud in uectwn 6033(3)(2). evexy O!‘znnmmn exumpt &m tax under
section 501(n) dhall fllo an armnal returm, mtmg specifically the iteray of gross income, receipts and disbursements, and such
dther information for the purposes of carrying out the internal revooue laws as the Secn:m-y may by forma or rcgulations -
prescribe, and keep such recards, render under outh such statemicnts, make auch ad:cr rctumx, and comply with such rules and
.mgullmn:heScmtaxymyﬁQmMob umcp:escn‘b:. ' o .

Sccuoo, I 6001 l(a) of the Pmccdum tod Admmmtnuon Rogu.lamns in can)uncuon With secuon 1.6001-1(c) pmv:dcs that .-
- tvery organization exempt from tax wader section 501(a) of the Code aod subject to’the, tax impascd by seotion 511 om its’

* unrelated business income 2008t koep such permanent books or accounts or rocords, including inventories, ss are sufficient [
o tsubhsh the amougt of gross income, dedyction, credits, or other matters required to be shown by such person in sy return of
" such wx. Such org:mzauan shall Also lmep such books nnd. recnrda a8 are mqmmd to substantiate the information reqnlrnd by

dection 6033. A : .

. - Department of Mreasqr'y-lnhmukcvmnemv - e : ..-'""l—fo;m_sss-A
SR (| PR ST L T
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Section 1.6001-1(¢) of thé rogulations states that the booka oe records requireg by this section shall bo keptat all times . ‘
available for inspection by suthorized intarnal rovenue officers or cmployees, and lhl.n be n-.mncd an long o8 the contmu

thmof mzy be mmml inthe ndmmltnum of lny mtmnl revanus law,

Scctlon 7805 of the Inmml Rwume Codn stated that the Smary way prumbedu utmc, lfa.ny, Do winoh any mlmg ar
. regulmon, n:lmng to thie mtmul rovealio lnws, shdl be :pphed without mmﬁvc c.ﬁ'act. o

| Rcv Proc. 2001-5 Secnou 18.06 in pm m the ﬁallomns

_OﬂGmHy, wchnwdudwcemomndmntbntmodaﬁuormomlkmmhns
or anothec tachnical advics memaranduzm or a determination lotar ia not applied, T
. retroactively either to the taxpayer to whom or for whom the loteer ruling or techaical |
sdvice memorandum o determination letter was orginally issued, or o a taxpayer  *
- wholemﬂabﬂuywudmﬂymvolvedmmchhwmgormbmcdndec
'munomdumordmmuonlemf— .

) thzﬁcn nth:umofth»hwmammtmtaﬂlyd:ﬂ‘mt&omth:

facts mwh:chthzlzmmlms oruchmuhdv:commmndnm ordnbacmuuon '
hmnxwu bm:l. N .

L -rmmmms POSITION'

See ltmchment fnt ¢ s pomnon und mapnnau in the Smmnmt of Fm

GO!ERNMENT’S POSI’I'ION ON ISSUE #1

B ﬁmvm: ulm:holdaror mtﬁvidnal aa that torm is dcﬁned in soution 1. SOl(n)-(l)(c) ofthn 'Ihu Reg
iz also & disqualified person and foundation manager with respect o : s the
founder of . and servod ag ths Pregident and Executive Director from Augnst . uatil February i
' wag in a position to éxercise substantisl influence over the affairs 6f . Horecsived codnomic benefiy when  made -
repayment of atloged loans he claims to have mada even mough lw waa unable to provida the Semm with any written
, doc\mcnnﬂontmrthcloamwereevcrmude ' e _ - .

. Thomponacmbmttod by'the:  fails toaddmuhe usueofwhedwr nplymu ofaLlngod lomby
comstitured 8  privato benefit to him. Therefore, the govmnt mnmum.s its posiuon that , is u “privats
shnrehnldet or mdmd " who received an econozmc benoﬁt from : . - L

i Govnnmmzm's POSI'I'ION ON ISSUE #2

nfd Towmg Colnpany t'or p:ckmg up danl.ﬁ:d v:hlulu. The lmou.m mu! were in axﬂu of the ﬁnr
mtkpt valua and canafinitea 2 nrives bonofit & ,the snle ovmcr of
" ip the Sither.ol mdnevureqnutednvwnmbtdnﬁ:rwmwmcu.heﬁsnmgndthewwmg
_servico t his 500, The new Board of Diroctors for the vear stated that, Towing Corrmany weas created -
for the solc purpose of providing towing services for ( . The board further stated that, when ! ' rolmquuhed
his pontw- of Executive Diroctor & President, his son ceased opeestion of . Towlng Companv The stream of
TeveRuGs ! Lpndw 1 regulted in an sooncmic benehit to R ‘

e Tqutmtofﬁeﬁnuwﬁp;mﬂkueuuc Service - R o ‘ Form $86-A
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The Board of Directars for the yen fouod the rates from Were to0 oxpensive and vass three different .
towing companies, which pat bids in fir their services. The example the new Board gave the egemt was that .
) ‘wucbargmaﬂooxza-unnformymntolhe varea in whi}éd;nnewnoudpaysmpaunitmd:c

T'he EO [ mponac that] . 3 wu 2 certificd nowry, which allowed for the proves execution of fonns required
by ¢  contadicts the wudit fndings by the Sarvire Typm findings disclosed that  paid$ - during” ., §
dudng  and§. -Juring 0. +to perform “Titls Sarviges” - transfer titles of donated vehicles &nm -
. the domarto Inmpomo to the Informatinn Nacmant Raquest submitted t6 the Board of Trustees on November 11,
. the trustees vrovdad # written statemeat that ' { Towing Company was created for the sole purpose of towing
for ¢ ", The govemment also does not agree with the EOs response that because there is no dooumentation to
support or deny | ~ process for hiring tow drivers, the assumption should be deleted. Treas, Reg. Section .
1.6001-1(¢) provides in relevant paxt that, the orgenization exempt from tax under tecﬂon SM(:) slnll kr.ep such books md
rr.curdn 88 &0 reqmnd to mbmutwe the mfoxmauan xoqmmd by sectiod 6033. .

GOVERNMENT‘S POSITION ON ISSUE #3

Th:vulneofthcmﬁxmmhndby- to napdmbmeﬁunduutunmtm ' because

ho recoived an economic benef5t when'he usad an auto a.uxua) as the President and Executive Director which puid for.
Thare was 20 Written documentation to show that the Board of Directors actually approved ’ + 180 of the vehicle for

.- his personal use, Th:rcwuahonowcommhtyforihemeofm\svohlnls,uthopmonduawumtmponedun&mge '
benehit on cither Form W—2 or1099-MISC . .

The valus of sutos faraished 1 .!wifaoF Yeod | ..__.u(d.ugmaf' _ jama

‘ 'pnvahbumﬁtmdmnmmentm ’ and s as officers of ~ "Ths uso of the auto by
| constitntes & pmmc benefiy only bocasse sbe was an employeo of . Those individuals, reccived an
" .economic benefit from the personal use of these vehicled that wore donated to . | also roceived an indirect

aronomic benefit from the personal use of the autos famished to his wife and daughter by =~ ad on repairs to these suton. ¥
.hiad not provided these Vehldmwhuwxﬁamddnushtwor pudﬁormerepnm.he wouldhwohndmpay forﬁmautoa md
: .therepam,hmuelf . . . r .

" The Ff)'s poninon is nat compwwut vnth the M Eummauon oftha dubumm:ms )ouxul and cancdled ehncb are rvidence

e

. thet p made mngthly navments m T svna Fmancnl Sexvicos that totaled $ fwing ., § during ,and
$ duing for ¢ i" Lexus Lease Pavment”, Whether the vehicle was uﬂadm . is irrelovant. o
. addition, twooﬁcemforth:EO sand , orovided u written respouse to our Informstion Document
Roquest dated November 14 b wluch atates that: {1} drove a 1991 Lexus E5250 that was dop~ted to . . on
‘December 4, 1 - which was sold on April 20, 2 Company that waa owned by e md -
@ irove 4 199] Toyota Camry DX that wawdonated to - on October 21, which wus sold on April 20,
o - These officers also stated, “to the best of our knowledge no sccountability verbally or in \vn'hng wes over pven As ﬁu-
a3 wo lcnow tlu:ae were nmply unu:cauntuble bmcﬂw. given by .10 lun ﬁmﬂy’ K :
. .'Dapgrt;ngnt of the Treasury - Internal Revenue Service o G e oL ﬁrq: B.UG-A. ©
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; L . A e p g ° . KR ‘ ' ' A . .'. ..' I . l- 1 -
o Name of Taxpayer P o o . ' .| Yeary Ended
GOVERNMENT'S POSITION ON ISSUE #4
_'-":-‘mv.mofmuumﬂmmby o } Iulpnvmbmﬁtu. . because he

mmvedlneconom:bueﬁtﬁmﬁepmowuooanmedaBszwdoumdm «. Thore was no written
- documentation t show that the Board of Diroctors acmally spproved his use of the car. Norwuth«vnnylccaunubmty for

o theueof&nvchmlcmdmpmoulusemnouepnmduAﬁmgcbmsﬁtunmthu?meZm'1w9 MISC

. Tbc EO 3 ponuon is nnt sonmatant wnh the facts, T\vo officers for thc EO md ) pmvided a
*  written response 1o owr Infocmation Document Remest dated November 14 * which states that,
" drove a 1982 Mercedes 240D that was donated to ) cn Decomber 28, This vehicle was sold after & now directarship
took over in March 2, " Theae offivers also stazed, “1o the best of our knowlodge 10 accountability verbully or in wnnng
was aver ngen ‘As far as wc Imnw these were umply umaccountable bmﬁu given, by ) 110 hu faxmly"

GOVERNMINT'S POSITION ON ISSUE #S

8 puymont of & © thmr ﬁ\rmnr Pmidmt and Exmuve Dxuctor. dou cogstitute & pmmc bencﬁt

K . and inuretnent to 1'because b received an éconamic benefit an peyments recarded (o crn.celhd checks) s
' Loan Payable for which no wmt.:n documnntnhon has boeu pmv:dnd for the alleged lom p;epmd and

i exn:uh:d oll checks.

. is incomest in 1t urzumat lhm there i 0o docummtauon o support tnnucunna or monieg pmd to

N 'Documenmw ~hininad hy ’he Seqvicy during the eudit sherwa thar | maintained a checking account with ;

: . From this accountl” y preparsd chock number dated November 16, ™
. mdcpayublchcuhmthnamoumnfs \vm:hh:alsoendmud Onﬂnumdala.acusWarhcckwmhuw
,in the $ame amount and made payablé to + In addition, iwho was a trastesand '§  .uring this time

- stited in bis letrer of vesignation that “the § phnckweqahwthn;yogcouldmal@wurloui_lpnymmtonﬂib-
' lwunodwmvcpmblcm T, S R L ,

'lcovmmmsrosrrronomssm#s T

smvmentofs wtharfomchrmdmudfxmeDuwtw '
. . coastitutss & privats benefit aud turenient because ho received économic beaesit from the two
, * checks drawa ce .somkwcoumnndxmmdmhmﬂoorl’hnCompnny and fndedtoprovxdzth: .
Scmcevmhmywnmdncumenmumfarﬂmnﬂzgedlom L _ L .

. " The EO's 3ment is contrary to the March 26; mponae prcvndnd by ‘heu- formcr rustes and CPA,
. ~who gtated that Phil ownsd and controlled . Thereforo, the government
= mammmn its ponmon that . mmved an acouomc benent wom C .

| .'GOVERNMEN’I"S POSITION ON ISSUE #7

v

spaymmtofmtforthapropmycn‘ : whzchu daomedby

conytitutos a private benefi and jmirement hecanas ha received #n oconomic benefit because the rental agreement was with
o which was owned bv 1, not with In addition, . operatad from this ssme
- loclm pmr 10 o whm ¢, vcome into mmce did pot compensate form of its pmpmy

Depamnent of fhe Trealnry Internal Revenue Servlce ﬁm 38%' A




'Form886A |7 . EXPLANATIONORITEMS - - - ... g‘?'@eérmlhﬂ
'. Y, . _‘ ' o e . . . r .. 1
Name of Taxpaver - - ' - N Years Ended
. Thnlmepnwnann wnrculnmabelyﬁxrthcpmma.lbmeﬁt of! . Jwﬁeawatmeypudfwlpue oot

occup;ndby , v Ses Jobn Manhall Law Schogl v, United ngt mn.‘Iheleasnpaym.m ware ot substantiated
u:ompenuuon, and thns cnuntmupnvmbmeﬁtmﬂmwmrm . .

. ——3 alio receivad nrivate's Mu:ﬁt beonlu hu n:nuved an ~~qmomic bencSit wheri hia company
Towmg was looatad a t snd it did ant aerrmanante . for pae ofits property. Thare was no written
mb-leue agreemunt batwaen - Co . o
d|d notprondc 8 poutwn oo dns isaue. ’

1

‘ GOVERNMENT'S POSI’I‘ON ON ISSUE #8

" The$ salery pndml . ‘ comumtnoanwonomc banoﬁttoh!mbocauut!mmunoevwzncect‘thg )

scrvices he performed, dmdaysorbou.mhn worked, thnnﬁobouda mthonud m;:uyuwm ordutthopnymmm were .
baaod on compnrablc salarics ﬂ:r similar suvu:ea o

: ,Mcnover,&emurdmdmtes thatx.twu thammomud.pmnce of and :mpwvxdneach domx n

wiriting, with only the retail Kelley Blue Book value of the donated vehicle, toged:er with an IRS Form 8283, This was done for

. all vehioles, regardleas of the condition of the vehicle, In manu reeas tha yahicles ware inopernble and had to bo resold by ¢

as salvage or scrap. Itix the vowmnnt posxuon ht - thr_oug_h. » aided aad lben&d voderytatement of the

' ,mx Libilities ofdonom o

. vaeutheucxmumamncm theﬁuluncofl ncamthdrburdmofpmvmswhntdinyluuym 8
: reascmable. and hig activmea to aid end abet understement of tix liabilitics - it ia the govamment poamun that all of the .
I \munt ymmptxvely be treated sa pnvuc bmeﬁx/mumont to

.diﬂmtprﬁﬁdenpdsiﬁononthii mue -

GOVERNMENT'S POSITION ON ISSUE #9

.'Mpmotthemgumuonof undunawdnommm agmdinp-ynonlofs . )
> a8 allogod back pay for part of and ds peverance vav. ‘Similar po the situation described in Tasus 8 above, there is no

ovidence of the number of hourd worked by . 4 during , the nenirm nf'hia aarvices, or comparable salary for
similer sorvices: Thero ia also no evidence of ¢ Wiy sevennce agrecment bmm .. wand , spart fromm the ad
hoe agresment reached by the new Board nf Tirmrton in Moreover, thanew Board of Directors had actual lmowledge of

. the improper payments mads by . to himse]f during his tenure ax am officer of  , and yor they made no |
. cffort to cbiain repaiment ‘of theae ambunits. Instead, they agreed to pay ! lnadd;hpnals ‘  Inthesa

cunmslmw this payment cansutumd 1 prmbbmoﬁt md mnmm to

Mamvor.lheracordmdicm&mum-:humuudpmcmof and’ mpmvﬂemhdamrm

writing, with only the retail Kelley Blue Book value of the donated vehicle, togother With an IRS Form 8283. This was done for

.- oll vehicles, rogardless of the condition of the vehicle. In many casss, ths vehicles wers inopesable snd had to bo resald by

. ss salvage orscrep. It is slso-the govemmmt'n pomuon lhu . b ﬂuongh Iu!ad nnd lbmad \mdmmmt
. _',.ot'thetaxhnbﬂmoaof‘domw I . B . )
: Dei:ut;pent_ut the Tresqury - Intevaal Revenue §grvk: - ‘ R a F' orm 886-A
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‘Form886-A | - . . EXPLANATIONOFITEMS ; .° .. . s“"d“lﬂfhmm

' Therafore. the amnem paid for insuranceby  fou

No. ‘
1 o

Name of Taxpayer  ° - _ oL Ye-ra Ended

Givea these Wt&mu ~ the faitur ot' t cmy their brrden of pmvmv what if agy salary to ' was

" cessonsble; his sctivities mudandabotundmummont of tax liabilities; and  "$ new Board of Directors failure to consider
* hig improper gpecation of .~ it is the government’s pouhon t\m all of the $ ) muat presumptively be treated a8 a

mivele hencﬁt ind nnmunt to

d.tdnm;mmdupoamononthwmuc

GOVERNMENTS POSITION QN Issui: #1'0: -

Vs paymant ofs B0 mop omem s Tcrwmg Compm doa constitate & private

,benzﬁ! 1o bim becauss he did raceive an economic beneﬁt when checks wore mads payable to | Towing '

Company and marked lom pnynble did not pmvxda ay supporting dnmummuon for this nllzged loan,"

. .does mtmmﬂmma,bwmltmthcyundenmudlnﬂhnﬂ:_cheohmmhngS were
paymeats for past igvoices. The govunmentmnmmlnsmpoduon that  did not provide supporting docamentation that the.

'n-'paymmumﬁurpu:mvom

,': GOVERNMENT'S POSITION ON ISSUE #11

.3 paym.c.nt 10 ., for § « ===+ =3’ medical insurasice constitutes a p;ivati benefit

' and inurement to thanmies ha did receive economic benefit from this transaction. The curreat

management ) was npt emp@cycd at M u‘mu s0 the'y could ot axphinwhy thh ,

: mmmncﬁmmmmpmdauof uooéunta.-_

8 ponu.ou on this i mu:nulm the; pounr. Itis notthe awmmt‘u posmon dnt e Sould notpay isurance fo: its
exployees., The government's poaition is that insuranen wae meid far . 1 who was not sa employee of ¢
. constitutes a private benefiz end inurcment 1o
Amounu pud for othu-pbople who \vm umployeus of ¢ .were not inctudid ia the caloulation for,

. mm’ummt and prwata bmﬁl.

: " GOVERNN[ENT’S POSI‘T ION ON ISSU'E #12

—y it "pnvﬂz shmholda o1 mdxvid\m 8 thnttem is deﬁned in section 1.501 (l)-(l)[c) of the ‘I‘ma Req,
« ig also a disqualified person and foundation nansger with respect to became

.'Pio‘udr.ncmhbrury Y, whex osigned. Asof Februaryo™ - - was it & posiuon 1o

cxarcise substantia] influence over the affnirs of o He recoived private besefit and imirement from  from the following
transactions: (1) Cammmnmfnm the salos of nine Non-Auctioned Vehicles that totaled §  (2) Exceas advurtising expenses

charged v , who was the nmomltﬂnamrhmehcw' *s prosident - a conflict of -

intorest; (ljﬂedmvcow!Squdu-BmSSOO from Feb. 28 o December 31,.  /which wuys donated to ¢ .
There was no accountability for this vehicle and repairs were mado to this vehicle and paid by . and (4) 1 ras
thmnucunmc-hurzcdmfox uppmals wbmmouhidomdapc.udmnpprmerw ehnrgmgunlyﬂs compared to $125

L chugedby .

dxdnclpmvxdaapmmnnonﬂminue - K - : .

. Depmment of theﬁemqry%tapqlkwmu?ﬁﬁn ' e ... Form 3§6-




in the wj:vmea that causcd ms beneﬂt transactions.”, | . , e

S e

;- Form88-A .| - .. - EXPLANATIONOFITEMS =~ = ;?cd“'“'m“b“
. ! : i ' . . R -_ ' . g : 9 " .
Nameof Taxpayer . ' e Yenn Ended
GOVERNM:ENT S POSITION ON ISSLT& #13
Itis the governmcnx 8 position, 1l:ou1d be revoked mmccnvcly. effoctive August 3], ' :cum the former .

President and Executive Director, ™ iy 1 and his wife cach recaived pn\me benefit and inurament in violation of the
proscription sgaint inurement i wosuua a.0u0)(3) (£X(2) of the regulations and in violation of the proscription’ agmut
imparmissible pdvat: banefit in sechon L SOl(c)(Zi)-l (d)(l)(n) L3 !ohn Mamhall La Schonl nnd John Marithall Uni

US., sapre. ;

.. Itis also the govmunenr’a pos.lﬁou that 8 the former Pmldmt md Executwu Da.mctor of
; mco:vc pnvnte buunﬁu &mn the nhqvo mnnonod EXCTEs bunaﬁr macuom wnh

. dehcrmmmg whisther (o nvohe the tex-oxcmpt aums of ,the tpphcable tax-exampt crgnmudou which hn boon a party
to an axoes bemefit !rnnncuon the fnllawn;g faots and mumxuncea wers considersd by the Servico: -

A) Whethn the orgmizaum hu been’ mvolved in repw.:d exocss bmﬁt mucuona o

Cortifiod hblm Accnunmm and ﬁmnu- dn'ectnr explumd to the founded nnd fonnu Prosident Ind. Exocuhvo Du'aotor.
s that no panlofuw of B'5 revenuos may ipure ta the bencfis of any private sharcholder or individnals, 83
this will cause loss of exsmption. 'After being counaalod by their CPA/co-direstor, i contimued to enguge in

“the sctivitios that caused excoss banrfit mnsar.nom. which mu.lud in pnvuw bem:ﬁt um nurement.

; Evm nﬁw thc cummt Prmdnm mud nucnow ) mok aver ﬁ)r h ‘who reswned in Febmuy

, private benefits and jpurement transsctons continued, - +i5 algo & disqualified parson md foundation -
manager with regpect to AsofFobraaryof. = ¥y was in 2 position to excrcise substantial
‘nflucnce over the affairs of . He received private bonsfit £od inuremént from  from the following transactions: (1)
Commitsion from the aalos of nine Noa-Auctionsd Vebicles totled which to SEEE (2) Extre sdvertising foos charged to

wl »who wegthe ¥ suctionecrutthotimohowas ‘s president - acon!hct of fotereat; (3) He
drove ¢ 1985 Mercedes-Benz 5600 from Feb. 28 10 Decoraber3l, |, which was domated to . .Therewasno -
actountability for this vohiclo and repaira were mado to this vehicle lud padby- ;and(4). .y aa thair nuctoneer

charond extra for uppraisals, when an outside indopandent sppraisor. was chasging only $75 compaseu 10 §125 charged by

.

" Therafore the organization hud bees invelved in repeuted éxcess bonelit transactions with their fouader aad former President!
g Exemnva Duuc:or, gnd hn fannly munbm md with their oun:nxl‘midanﬂmuomar.

L) were no mdnpmdmtBoard Membm on eBond efDuecmnfwtheyam endmg nnDaocm'ber 3]
oo MlBoardebmo! ‘ wmenhnromplpymof orhadaﬁnumlmlunmhxpwh

B) m size and sanpn of the excass beaofit mnncuonam relation o thcstzo and u:opc of the orgamzmon ] ncuvmes

" The axceas beaefit. umnauuons that resultod in urivate bmﬁtmdmnmnen: rcp:wmu %, _ ‘}& amd % of zhp o
. orga.mzntmna mml cxpeuses. ﬁ)r - ,lpectﬂely C, S

'C) The anﬂm ofthe orgmmuon upon dctonnmmg that it hnve boen I puty to an excess bancﬁt tmucnun

As nxphuned in section (n) abcm evon nﬂar baing cuumclnd by thc:rCPNoo-dum:' S tcommucd to cnsagc

-Department of the Treasury - Internal Revenue Service : o . - Form886-A
" . . .",' R '. ) o ) ) ‘16,.”.. X N ‘,.‘ :. . .

I




No,

' 'Form886-A | .. . - ' EXPLANATIONOFITEMS . = - S“‘“‘“‘“'Eﬂuﬂt

Nax-sfTaxpaver . - . o , o : v,-YunEnded

e —

D) Whether, afict ooncludmg that it hn been a party ") a exceas benoﬁ: tmnau:nun, the oxgamzmou has unplemmwd
. safegunda to prevent fumwre recurrenced.

. Thezewmnoukgunds mputmnhcébvfhmfaundamdﬂoumdmdeemwDuu:mr, i or

their current President snd Anctionser . Some of the safoguards should have been an mdnpmdentBeud of .

: Trusmea, with no economic nLundnlhxp wlth te m:gunznnonmd Y ocnﬂlct of interest poh.cy
. E. “The :mpuct ofthe tXCess bun:ﬂmmucuons on the chanuble pu:pose of:hz urguuuuon.

The mmpact of th.m axcess benofit mncuons on the c.hmmblc pmpos: of the orgnmnhon is that funds that should bave

gone to the charitable purpose of crganization, instead went to the privats banefit of their ﬁamer Pm;dw { Executive Director

o nnd current PmaldantlAucuonzet, wh:ch resulted in mummt and pmntc benafitd.

was Pzwdcm P_xrmﬂva Director and day-no-duy mnuger of (1] orgnmunon whose prmupul numone way

. - to solicit donations of entomobiles t . The major throst of the promotionel literaturs prepared by '« undar

* sunervininn way that donors would obtain 8 subgtantial sectionr 170 charitabls deduction for the value of the donated

" vehicle, waa an mrmevienced nsod car degler, and knew woll the approximate value of tsed automobiles.
' Iguoring this knowledge, > instead sont fo cach donor the Kelly Blue Boak renil valus of the doaor's

automobile, toguther with a copy of the IRS Form 8283 used by donors ta claim charitable contdbutions for the value of donatad

_sutomobiles. He mads no attempt to provide doaors with the mory relovant, and much lowar, Kally wholesals or salvage value

of the donated aummobnla He pmv:dcd th:s information even though be kne\v nmt many of the donated vehicles could only be

' + sold for ulvsxc or smp

‘ As a'direct result of this muleadmg mfoxmauon. servenl domm clamad greatly o'v:mmd vﬂnannm in nkm; m:uon 170

dedu:uonn fnr thmrvnlmlc donnnun.

xR F thtbnr the orgmmmm nvailed mdf ofthe rebumble pmumpnnon wnder Rega 5. 4958-6(:)
- Th.e orga.nmuon did not nvul mo\f of thc robumhlc prcsumplﬂun unda Regu 53 4958-6(&) becatiso of the ﬁollomg.

L repsymunts of nllegad louu by . paym-nts S ) w, To\vm Comuanv the value

of the auto’s furnished by o} 9 and hia familv: waymenrofl [0 SR T
" payments of § ) : : s peywment of rent fr
" - property usedbyl L. owe nndhi.nonx . the § sahrypmdto R
- '.ptymcncofs . U > aod apaymcntoﬂ ) -4 .. . werc oot spproved

* m advinco by an suthorized body of the apylmblc Iax-oxempt organization who' ace nompoa:d mmly oﬁ indmdunla who do )

not have a conﬂu:t of i mmmst with mpect to thase \nnncﬂom

» original Board ofDm‘-'Dn canmmd of | Preudanrl&ecunve Director and &dnchi" opan

53— Truswee (wike of . ). Trustee (father-in-law of . - s); and
15, Truiteo (CPA). Threa directors-trusteés are family members. The only son-family member reaigaes on Ncnrunbur 11,
Ageatsccured 8 copy of " resignation, which stated that the thirtcen checks he raviewsd wero enough to cavse

L ioaa of B's 501(c)(3) swams. Evon aBer he explained to . that no pnrt ofanyof s revenuoy may imre 1o -
.. spy private sharcholdor orindividual as dyis will cause the loss of examption, continued with the private -
;. benefit and inurement Thers wore no independent Board Members on 3 Board of Larectors, for the years vading oo

December 31, { Board Mambers of ¢ . were either smployess of  arbeda ﬁuncml mluuqnstﬁp
wuh thm:ﬁnr: havmg 8 conmct of mtsrest wiﬁ: respoct t0 th: abave mmlnns. .. '

2, . s Board oi Directors hu not pmvxded tdnquau-. documeumuon 0 luppon thnt !hﬂ Transactions it untnod, into witk ies

'foundnr ptﬁcers, anployecs and other intarested immea way :euoublc The audn svideaco does not support finding that

Doputment onhe 'rrmnry lnlorpnlkavenue Scrvice , oL ‘ ?orm 853'1.4. '
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“Form886-A. | . .. ' EXPLANATIONOFITEMS . i‘;“‘d“‘“’n‘m“
'Name of Taxpayer - - " - L0 : " | Yesrs Ended
o L . ) ) . . . . L e _,_.IQ’.
\ Obtained of relied boon apgronTiats data to compunbiliy prior to setting ;g oy
" services frox , entering into a austiogeer cantract with providing use of donawd

vebicles to officers and employees free of charge. The sudit cvidence instead shows that thu bolrdn of directors never kept
minutog to cstablish the policy snd procedureq it used in making @ determinstion with respest to oompmb.on,mwlng wd
anctionoex services. and personal ues of donated yehiclea. lnfommon on campmble tnwmg and ucuonuu services were
road.lly wnihble tn  but was never conmdnnd.

3. s Boml of Dn'edmu d.ld not provida the Qmm-* with any documentation to determine thal thess transactions with their

former Presideat md Euuume Duwtor. . . wand their curreot President and Anctioneer . were

fair mntct vahoay, 0 - Ly . P ‘ , , .

G. The extem of any adverse imput ou the commumty lf tho cxglnimm ] mx-cxumpt smms is mvolmd.

There is no ndvmc unpu:t on | !hc commumt.y if s nx-exampt statis is revaked because the Salvation Army am‘llmu
National Foundation Carporation acs located in the sarne geographicsl areaas . end have a program wharsby the general .

" public can donate their yehicles: Both m'mlzwons sre exempt fmm fedaral ingome tax Imdu loeﬁon 501(c)(3) of the Cods

nndnra ganmnylmownbyhlccal cmnmunn'y . . .

H Whubn' muo wed cumphmc with othu npphcnbln la\w o

Au:ht ﬁ.ndmp discloscd thar ﬂ;lnd to propaly chwfy its oﬁcm ) omployees whem such workq: are mprauly inchaded

" inthe definition of smployes under section 3121(d) of the Code. . isaued Foum 1099-MISC o jts officers. In eddition,

i subject to additional employment taxes for failing to inchuda tho fuir market value of donated cars ta officers xud employees
. for personal use. Basod on andit findings. 8 also subject to additiona] employmenit tax-for Rackup Withhalding on their

" car suction pecurity & sign work and extra zuction laber that was omitred from its payroll records. A separate audit roport was
' 'pxupam(l o mﬂacs this Ty Ind molmify i:: qﬁ;m ﬁmn indq)mdmt contractors back to employees.

TAXPAYER’S POSITION ON ISS'UE #13'

) ;pouu.onunths mm, is tha:theSme nhnuk! nptpmpcse mocmm of the organization's cxemptmtm bure pursue
. 'maamedumdmpuomlgmtthmfmndumdfummmmmmdkmdvcnw ' or these exceas
' benaﬁnmnmumthh : L L

GOVERNMENT'S msmou ON ISSUE #14

 Itisthe govcmmm:'l pouuon that revocation be mado retmu:tive ) Ausnn 3, . Revocation ia applicd retroactively,
unless the Commissioner, Tax Exampt and Government Entities Dwimn, excrcise dmretlom:y mnhorlty under rogulation
. 78050:) tohmit tha ntmu:nve eﬁwt of the holdmg k

Their Firat Amandcd Articles of Incorporation dnwd Iuly 21 ytated in past; "N’o part of the net carnings of lhn
carposation shall inure to the benefit of, or be diatributable to its members, trusteos, officers, or other private peryons. . .
Becaue pnvute benefit and inurement issugs do cxist, the facts in this situation are matarially different ﬁ'om thoae shown o
'tb.u urgmmnon 5 eumpuon q:plmnon. As a mulx. 7805(b) relief shmkl ot be gmmd. C .

i vot ]mmda :posmm on thu muc ‘

- Departmcnt_ol the Trel:ury-'lnbern’al ﬁevemm»:' e T ~Yorm 8864 -




FPorm836-A | - ' ' EXPLANATION OFITEMS - . .- ;?#ﬂwr it
Name of Taxpayer Years Ended

CONCLUSION ON ISSUE #1

1 ' nnpuymenuofundocnmmmdhmbw nmap}ivnwbemﬁtmdiﬁmﬁmto‘
. '3 N L . . ) .
Thenlemtcndmcofdwmmeafnhmunmﬂmmmhewmthemu Nadxor DO« oy
pmzdedalomsgreememmdmingmylnmbmm «and 3. Without en soveemcut we are left to°
datermine its existence based upon the facts and circumsteoces. Tho burden of pmofis o & 'to show
mughﬁcumdcmmmmwm&nmmotubm o o e '

. Thege i3 insufScient dzml to detarmaine tha existence of a bomswm’lmd.zr nhtmnshm bewern  and_ ._ .

Thers is no rece~ of a resolution of the Board of Directors respecting wny loan fror . There js 0o evidense of gy other |
~mi~—~kenby . 's Board of Direcoars. Tha fiuilure to dé~wment gay financisl mhtwnshxp between . ond

e ..“__..shnpeamllytlvuhhsnmﬂgwmthaﬁctdmt : mwthniuundnr damnor,pmxdmt.udthnpmoam
. cun.tmlof - B ) .

Rupwmuh of allegad loana t 80 oxgumzmon 8 founder constitute a clmxr. form of pmhnmcd muemmr. Eg, }‘o unding
Church of Scicptology v. United Stites, suprg. This sams typo of transaction also constitutes m excess bensfit transas ion. -
Tho burden of proving the existenco of & lonn rests on NG Vinikoor v, Cnm____mggmner, supra. “he
hurdcnhmwtbocnmngmdthsulhgednpaymm N_WCmumnerbxtcdumL : o

o CONCLUBION ON ISSUE #2:

2. Pavmenta tn ) ' - Towmg Company in excoss ofth: fnrmnrlut vdu: do mhtuun nprlvnw hmﬁtto

The relationsbip botwemn £ ' Towing Compaay provided s privato besefitto u Towing

*. -company and’ ‘or several remons, ~ isthezonof vond waa the
.. mxclugive towng s«wco,p:ovndu of . Tho fors charges by u Towing Company were greater thau foos .

normally charged by tow service pmvxdmin the area. 'lhomenlenmd{nxoml?ehuuy 8 ) compumntc
c TmngCompnnymumnblymdwhoutpmp«dmnon e .

el CTEGLRC —————— ..uTomCompanymOobba'..-:) uvanlmonﬂn nﬂnrlnn father created -
_ 3 Towing Compagy immediately became the =~y ~~—ider of owing secvices to! . However, isnmotin

',pommonofanyamugxeemntbetwm md .. .1 hunobouﬂmzummmututnmdxcatedm

discussions concerning towing companics wawe being cvaluated or that a hidding erocess wesused. . has o notes or other

. wridng 10 holp determine why its previous tow company wes replaced by ' Itmnnknownvmmhemmmd
B ,condmon.lofthmmlatxons‘hxpwu,whonesoummxmwvdn,orugmdof!‘unxr. ' ,

, E LI | Dlm"nr) fndionted lhll Towing Compmy wad creatad for thn lol: pmpou of towing thr . Prior

. Towing Companv’s rresnan. . 180d su unrplated towing company at a fos which was less than that

chlrged byt - After s relinquished control of 1 Towing Company cessed
"pzovxdmg wowing uuvmam c

Towxng Compuny uold m ow trudm t0 .' wd got out of thn buamm

».'Ihemcmnpmdm TowmgCampanyvamdbntavndmmmdmtmthnt!heywmmmofﬁamr

market value. After Towing Company ceased providing towing services,  used three diffarcat towing

e umceq, uch charging submndany less t.hnn what 3 Tuwxng Cnmpmy chnrg,ud. For umle !

Dapartmntoft T Teasury - htmmu R —— - FomBBCA
19 ; Coe :




Form886A | . ' EXPLANATION OF ITEMS ' | pedule or Exhibit
.N’-mnMTimm ' o I-. o ijmad .
“Terwing Company charged $100,00 for & tow ju the City3 u'u, however, My p.lys $65.00 (or less) for a.to'w'mthe
Ciry3 area. In the Cityl area, ngCompmychﬁgadSSOOOpcwwmd Lctmuﬁypql $40.00.-
’3 DAVINENts tn ._.__,.,aanmgCompmymtadinpnvmbemﬁmo...._ .- Tomeomanmd
s tothsextent ‘s paymeitsto 1 Towing Compaiy and were in
mtothefmrmaﬂnetwmorrmblcwmpmm  Towing Company received these excessiva

plymsn:s from mldybymaanofthefmthatztwthewhoﬂy cwnedcompnyoﬂhemofdw pmndom ofs
gncmsxgn_rogmm #3: '

-3 Ipewlueofﬂnsmwshédby _ , ;wnap}ivaiabemmdmeﬁmﬁo )
' ) B N L . y i ) . N i .
S(b)mm‘omeumnﬁnmodby . xmummbmaﬁtandmmmttn .
' 3(n)'rh=velueofzbenuto£:mshedby to. | mamvmbsnuﬁnoher _
dmﬁhwwm«dmmmmmmmmnouddnmwmymfu‘ , leased

. vehicla either for ! purpanes or for bis personal use.  hat not adopted any policy toncerning the peyment or uso of
" vehicles for . purposes or procedures for tracking their use. There is oo accounzahility for the use of this yehicle through the
.| use'of e loghook or other form of docmentation. Additionally, p-ymmﬁxpanondunofmewhdommmdu
" income on efther Form W-2 or 109910° 1 td no sccountsile plan under Trees. Reg. 1.62-2(c).

A ,Aacodhgly,themﬁlmomufﬂwlmwp-ymlommmcmmbmﬂmdmmmm L
. The value of the autos Furniabad 10 iy, . wddmghte, . onstinates
. private beaefits. These individuals received an cconomic benefit from personal use of thess velicles that were douated to «
The value of the airto furnished to wqualmbanlmm?ohn bmu:bewunmbuoﬁ
' BourdofDnectm L ' L po SRR T
dousnmhavamnmdoamubmwshowtbu:hBoudd‘DmnMywowd l ' ;rifh's and

.. dmghter'suseof  vehicles gicher for'  nrposca'or for their persoasluse,  hag not adoptod amy policy conceming the'
* ussof  wvehicles or procedures fur trackang their uge. Mbmmmbdmyfwtbwofh%fhwshﬂzmnf

C bmeﬁu mnotuubmtumdlswupmm mddnneanshumdnpmmbmoﬁt.

*. . logbooks or other forms of documentation. Addmmny,pawmlmofthavnh:dmmummpmadummonm
rmw-zonmmmmdmm :' , o L = ,

‘ ‘Uneof | umnutbodounnunedwuhnwthmhmuummﬁmhummof( swcémpipmﬁoda. Without N
. doc\mumon,xtmmpoulblomahowthn-vehdc’suacﬁmhmmmgmnnnnsumptpmu Thevnluoof:hese

Ly

B NCLIJSIO ON smuu R ,_f:i.“-‘-‘,,
| 4 Thovﬂuoofthnmoﬂxmuhedfn o . mapnvmbmﬁttohm _
‘,Thsvalueofthcmmmshbdbyl m .xu]mvmbmnﬁtm ' ‘ . i%ﬁuuehn

recaived an economic beoefit from. the pecsonal use of 8 Méxcedes Benz that was donmtsdtn .  There was no writteg -

. s documentation to show that the Board of Directors actually approved bis use of the car, no:wuthm-. mymouhnbﬂnyfo}m'
' "u.seoi"dmvel'uclelndlhapeucmluuwu notrq»meduaﬂ'msebe.n:ﬂtonmhuFomW-z or1099-MISC :

S qunmpoptoﬂhel‘gmuqfllnw‘nﬂequsw_“ et e v Form 886-A
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L '-,..Foxfm-ss.s-.A' T R jEXJ’LANATlgN OFITEMS "' . Isqf_“d“" or m_
. .1,
. Name of Taveaver e e ’ e . S Years Ended
CONCLUSION ON ISSUE #5; } . .
. 5. paymcntots P douwmum-pnvnmbmcﬁ:mdmmw:tu -
s paymmt of $ ! does conatitute a pnvm benefit and innrement becauac

rechedecunommbepuﬁtmnwmbmoxdcdn!.om?nynbloiorwhxchnowmtmdocumemuonhnbeenpwxdodfcr
D _:hnullegedlom . pmpnedmdammdaﬂdmb ‘

‘ .Becau.so the paymonts wera oot in furtherance of oxcmnt mrpow, tho ahoch issued to or endOncd by
. oon;n:utca a pnvm bmﬁ: nnd murcmnt to]

' '. QNCLUSION ON ISSUE #6°

6 -y pnymcut of§ ™ - ' " & doos constiate & pxivatc
' beneﬁundimumnttp 3 . SR ' o : R
paymr.nr of s -3 —— ! otmtitutu a pnvm benefit and imiremeat, becnuse

3 m rucmdocnnombcwﬁtunpcymnmmdadum?wnble“fnrwhu:hnomm .

o 'doc\nnmmn Im been prov;dd fnr the allaged lom

As dnsoualnd i bsuo 1 ubovn. lm shcwn no evzdcm that would mdu:m dm any lom exiati hatween  , and
+ bas not aiticulated any other reasons for the payment to 3
. Without dnoumnnuunn, s hay pot shown that naviment i '
Wis pyment for et -~ yervioes rendored by . Becauie the puvmants wan fu- the personal

. benofit o: . .- 8nd 0ot Jor products or services rendesed by _ L g e
S ) _ omumtasapdvmbmﬁtmdmmont o L
CONCLUSION ON i 1ss1m #1:
7. symuntofmn:fo:pmpomvuudby . g wmm ++ s 06 COMBtitURD private bovefitand o
mmamentmthm. N . S . e C
apavmmofren:fnrnmpenyu.hounedby- ufoundu md/or | - ‘dlnr
wnd/or. v onutituted a section 4958 excess benefit. which resulted in pnvatebmuﬁtto oa. 1
wounder and, recoived &g cconomic beaefit when made the full payment for rental property that
e ‘s founder, 3 an 8 were ohhgmdm make, mdby nllo\vmg
.....eeuscofth:pmpmy ' T .
- thouthdwmwa.loxohhzmonwdoso.-bpgmmhng puynwumut!mhsmofth: pmpenylocmd at
Therd ia no cvideuce of @ sub-leage executedby ¢ 4 10 continued 10 urilize
.. -the propesty aftar begnnmahng!euepnyments Inaddxhon \allowed .. . \ .« Towing Compuny o utilize
e ._'apnceonmpropmymthmtchame . Sy S B ]
‘ Depariment of the Tressury - internal Revenue Service - . ) i } DR .'?;m LI




" Fomsss_A S .. ;" ’EWNAT‘ION O'Fm ". - . iihaameorﬂ b‘t
Name of Tavrevor - ot s . | Years Ended -
The letse paymeata iers wlimately r tho perional besfitof . s fonnderd thn extont they pud

for spuce oot occupied by . See Ji nyg Marshall Law School v. United States, sul __m The laase ptyments were not
.snhsumumd as compmuuon. nnd thus cnmme private baneﬁu

, CONCLUSION ON ISSUI‘. #8

B. Any pm of thz 8 nla.ry pudm _“ _ @) ;!nel constitte a pr!vaw beacfit and igurement to bim.
paid '8 in*salary”in’ . Neither .nocl 3 has provided any evidence of
thp oumber of hotrs ' swarked.  \has not documented or described thd services that he provided, . has |

. provided ao evidence of comparable salarics for similar sarvicss, There were no Board minutes suthorizing the peymeat of his
Morsover, the record indicatos that it wag the custom and practice of  .and A to provide each donor, in
wnung.wuhonLvthneuﬂKaﬂcth:eBookvnhmofthednmnndwhxde.wgoth:l'wr.dunIRSFormSZ83 This was doge for
: ull vobicles, regardlass of the'condmon ohha vulucle In many unsea (he vduclu wm inopmb!e and had 1o be resold by
uallvugoorsorlp S . .o

Givea th:se circurnataaces ~ the fnhuc of to cnixy thwhurdm of pro‘n.nﬁ wimt 1! ay uhry was mhouble, and

- * activities to aid and abet undemtaternont of tax Habilities — we concluds that gll of the § must
p:uumptiwly hu troated 884 pnvnt: bennﬁt and mn:emmt to. o '

CONCLUSION ON ISSU'E #9

9. s paymm! of § (blu:k ply ﬁom 1998 and awnmn pcy) w ' " doss constmm a privete
beneﬁtandmumemtoh:m . . T -‘ T .
A.spurtofdmreorgammoncf’ \unduncwd.\rcctnmm v agnodtopayatuu\loﬂ L wE

- as alleged back pay forpartof .  and as severance pay. Similar to the situation described in Issue 8 above, there is no

- gvidence of the number of hours worked by | during the nature of his sarvices. or comparabls salary for
similar services. There ia also no evidence of any sevarance nmmtbctwun . apart.from the ad
hoc agroement reached by il the new Board of Directorsin . Moreover, the new Board of Directors had achoal knowledge of
d:ampmpupaymwumdnby tohnnsalfdmmgl:ummuuoﬁmof » and.yet they mede no
effort to obtip repayment of thcse smouaty. Instoad, they agreed to pay i additional § In these
ckcummmuu, this pwmt consnmed 8 private beneﬁt and murunent 1o o ‘

CONCL'USION ON ISSUE #10 .
10. _ opaym:ntofs ko . sdoesconsum&npnvatebeneﬁtmhm .
The allenéd losa repavmentsby + , & SO1(c)(3) orgunization to - Towing Copeay, Ihltwwholly omd by
quahﬁesuumvmheneﬂtwhm e
a _‘FromFabmmylHoOcmherZ‘l . vissued chcdcnoulm$ ‘ ! | '

towing company. These checks were marked loan peyable.  cannot provide my dacnm.enmnon or an explanation ot the -
comxdennom for t!me payments. 'l'ho clemst avxdmcc of e oumnca of slomisa wmmn meumcnzbetwuea thc pam:s

annrtmnnt_onhe’rnmu-y-Internalmyenuesmtce L Ve L _Form 886-A
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. Thaeumsnﬁamdeuﬂwdmumme meuumofubenowmmmbmcm' vand

"comcwsmNomssmm

|| Form®s6A .| - . EXPLANATIONOFITEMS , = - . [ScheduleorExhbie .
v . . [ B " . . o . g . N . N 1 . :

".© Name of Taxpaver S Lo Years Ended.
: Nthm .nor . \pxowdodalommmtmdmmgmylombawm nnd

- Without an sgreemont we ase left io determine its existemce based upoa the facts and circumatances.- The burden afproof Bon

\ to show moughﬂobmdcmmmmuhdamedwumofam

There i no record of a resolutivn of the Board of Dirpctors respecting any loan from . Therc is no

. ovidonew nfanv nvher getion taken by 1 Board of Directers. The failure to document any tinaucial rohtmns}up between
.. and 118 capecullymblmomngwmthcﬁcﬂm fathe wes
) dwiouudcr.duucm prelidmt,andthepemonmcontmlof — Ce -

" Tho burden ufprovlng the existemce of & loka rests o \ed . Vinkoor v, Commissioner, suprs.

.Credible end probative evideace was not provided by o\ !o upmn the many incongisteacies in the
"'+ cusreat information. Thus, thabnxdenhunotbeenmet.nndthaaﬂcgedmpaymmuto 9 do constimee:
pnvm benefit to him. . . . o N
' CONCLUSION ON ISSUE m : '
' 11. Whnthﬂ’ the '3 paymmtto ) ) ‘ -for. - nie&ioil msunnco coastitutes a
pnvumbmﬁttohu:u " S . e 3 '
n ’lhniasueaddmuumvmmdnby ote R ' » .‘Itljl'upuitﬁ-ﬁmthzmﬁd?hm
. $ were amployscs of At
x an employee of 1 wero also employsss o .
‘Neitior A gor! 1 have provided any documentation oy other evidence 1o ndicate'that these paymeats were

mads for msurance coverige of employees. .'s new bosid members could not explain why these insurance premiums

Cwerepaidoutof '8 accoumu Qiven thesa circumstances, the full amount of dxepnymunm copsttutes a pnvnte beneﬁt to

y lnd
Momo‘véf. ' o wﬁ notan emplﬂ}ee of ) H p'n‘ym:nt of iliuurmw pmi\'ms,for the benerﬁt of
) is.a0 excesa begofit payzuent. Ultiatoly, even  realized they were paying ‘6 preminms
', 18 error; however, £o atiempt was mde to ramedy this erroneous payment. Therefore, apy paymentby .mr uw insurancs
o bebalf of » 3 a nrivate benefit to. s. Addmoully. the amounts in paymmt of

insurance covarage tor conatitute s prrvate benefitto I " 3i3 joindy

: nnd maully lmbls with hu son - - the pawra ubjec: of bis bounty

, 'Addmnmuy -mldnplymmlofmvowoaﬁn!chlﬂydomtlml uthovundoa Pnymantformvowcatha:mth:
: .ohhgannnofolbgrmmmmnbencﬁttoﬂaeputywhouobhpnnnltwutomak:plm '

12. Cemmmwnona bemcn nnd ' "smmthg;sidnﬁrmdmcﬁoaeéw&upﬁﬁubmcﬁtm

s received subatannaf ecomxc bencﬁt ae pnvaoe shnreholdur duqualiﬁed pexson end ﬁoundauon mmuger of
when he received commissions on nine non-suctianed vehioles, exceas udvottumg upen.scs, unhmled pcrsannl use af a

1985 Muudw-BmSéOO ﬂntwu domtnd!o mde:xoen nppmul fa- . -

Departme.ntof tha'freuun-!htemal!,evanuq Service A . ‘Form 886-A " .




FormBssa | * EXPLANATION OF ITEMS Schedule or Exhibit
. » | | ’
Name af Teom e Years Ended
CONCLUSION ON ISSUE #13:
13. s ruling recognizing it 48 exempt under 501(c)(3) should be revoked as of the date of Incorparation.
The Service did consider the followine facts and circumstances, nndmlndedthat . 1 shonid be revoked
relxoactively, cifective Augxm 31,

a. The , > has boen involved in mpumd excogs benefit transactions, which reguired in private benefit and
lpnrement to lhmbma!’rmdmtmdkmvebmmdhm family members and. to theix olmenthutdonnnd
Auctioneer .

b. Thesize and scope of the excesa benafir transactions which resulted in pﬁvatc beorfits and inuremeat wers oot
deminimus to the size and scope of the 8 activities,

¢. Even sfior being counsclod by their CPA,] . . _._ : continued to cgege o the activitica thet cansed excess

benofit ransactions, which resultod in privuts benefSt and iourement Thus the erganization did not take actions upon
determining that it has been a party to an excess benefit ranaaction.

d Aﬁucmhxdmgthamﬁubu!m:pmymunmboneﬁtummm.-d:annnplmmtnfzg\wdumpumnt
ﬂxmmnmﬂmhumhdspmdmtwofmmm.wnhmecmmc relationship with  and » conflict of
mtautpohcy

e. The impact of theso excess bonofit transactions on the charitable purpose of the organization is that funds that should
have went to the charitable purpose of organizaticn, instead went to the privete benefit of their former
President / Executlve Dirsotor and carrent President/Auctionser, which resubted in imurement and privato beoefin. -

f » does not avil iticlf of the reburtable presumpation uader Regs. 53.4958-6(a).

g Thare is no adverse impact ontheoommumtylf § tax-cxempt is revoked because thare are nzmerous
cheritable cex donation orgagizations located within the same city and wtato a Yy .

h woe prt i complisnce with other applicable law. It was the cugtom and practice of {  andI
vin ; 7 to provide each donor, in writing, with oaly tha retail Kellay Blue ook valus of the
dopatéd vehicls, together with en IRS Farm 8283, This was douo for all vehiclos, rogardless of the condition of the
vehicle. In many cases, the vabicles were inoperable and had to be resold by as salvago or sceap.

Based on thess facts and circumstances . » should be revoked retroactively, effective August 31, because the
former President and Executive Director, ' " ' g and his wife each received private bepefit and inuremeat as did
" their current Prosideat, ‘m the . in violation of the proscription against inuremeat ia section 1.501(c)(3)-

1(c)(2) of ths regulations and in, violstion of the proscription against impermissible private benefit in section 1.501(c)(3)-
1{d)(1)(i). Sco Jahn Marshall Law Sehool and John Marshall University v. U.S,, supra.

])epart;nenﬁ)f the Treasury- Intorﬁal Revenue Service R Form 886-A
. . " - . 24 0 .




Form §86-A ° * EXPLANATION OF ITEMS Schedule or Exhibit
.
Name of Taxpayer Years Ended

' CONCLUSION ON ISSUE #14:

14. Section 7805(b) relief should not be gragted.

Relicf under soction 7805(b) should be prohibited in this case, because the fscrs at the time of transactions are materially
differont from. tho facts ag reportod in their Articles ofInco:pornﬂnn,whwhwuaﬂme with their Application for
. Exemption upcn which their determination loter was based.

Amchnicnlndvicewu requested an these exceas benefit transaction igsuoy involving their founder and former Pregident and

- Executive Director end his family members. Theso excoss benefit transactions were deemed to be inurement dnd private
benefiis in a ralated private leter ruling. Instead of rasponding to the Technical Advico request, it was determined by TE/GE
Technical that e closing agreemeant would be in the bear interest for both the orgauization und the government. TE/GE
Technical did leave gumerous phone moksages and commespondeace with the oxgunznuon's representative who dld not mpond
to thenn,

Ia the Servicy's letter dated Decomber 10, . to the organieation and 18 representative, they were informed that if
actﬂqmentaqnotboreached,by > and TR/GE Technicat by Iamuary 31, the Service will iseus a report
proposing revooation of "8 excupt gtatug and issun a 30-day letter. On Jeouary 1S, thoswvioe did receive a
olpndConuntbmdthnummwmmbrFedaﬂInamﬁorﬂaopmdsmdndouDembu'Bl ]
Detember 31, . Entloaod was a written promiye that they will fosward, some time next week. (wuuk of yammary 19, !
nlemerdncdbmgmolrmmnogouhbﬂlwrappeduybvthamdnfmnmm(lmuuyﬂ 1. Their atroroey also
uromised a modified in-house memerandum sotting forth cutrent status and recent cbanges. As of January 31,

, neither TR/GE Technical nor TE/GE Revenue Agent has received anything from « 3 dr its ropregontative. The
orgamnuon and ity reprasantative failed to mect their lest deadline to pegotiate a ¢losing agroement with, TE/GE Technicel,
therefore the Servioe iasued a report proposing revoostion of exempt stams and issued a 30-day letter.
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