B 200511020

<ol.03-0%

Internal Revenue Service | Department of the Treasury

Date: August 30, 2004

Person to Contact:

. - Badge Number:
Attn: .
Contact Telephone Number:

Cohta& Address:

-—-

Ehployer Identification Number:

CERTIFIED MAIL
Dear

This is a final revocation letter as to your exempt status under section 501(c) (3) of the
Internal Revenue Code. Recognition of your exemption under Internal Revenue Code
section 501(c) (3) is retroactively revoked to . ~ 77" for the following reason(s):

You have not been operated exclusively for an exempt purpose as required by Internal
Revenue Code section 501(c) (3). You have not demonstrated that you primarily engage in
activities which accomplish one or more of such exempt purposes specified in section
501(c)(3) as required by Treas. Reg. section 1.501(c)(3)-1(d).

Contributions to your organization are no longer deductible effective _ ...

If you decide to contest this determination in court, you must initiate a suit for declaratory .
judgment in the United States Tax Court, the United States Claims Court, or the district court
of the United States for the District of Columbia before the (ninety-first) 91st day after the
date that this determination was mailed to you. Contact the clerk of the appropriate court for
rules for initiating suits for declaratory judgment.

- - e

The last day for filing a petition for declaratory judgment is




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 your 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 a substitute for established IRS procedures,
formal appeals processes, etc. The Taxpayer Advocate is.not able 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 section 6104(c) of
the Internal Revenue Code.

This letter should be kept within your permanent records.

If you have any questions, please contact the person whose name and telephone number are
shown above.

Sincerely,

AT

Acting, Diector, EO Examlnatlons

Enclosures:
Publication 892




DEPARTMENT OF THE TREASURY
Intemal Revenue Service -
TEGEEQ EXAMINATIONS

TAX EXEMPT AND
GOVERNMENT ENTITIRS
DiVIGION

‘Taxpaver Identification Number:

Form:
- 950

[ Tl Tax Vearia Ended:

[ I} PRI
F ;==nn to Contact/ID N,umbgr:

- Contact Numbe»e’
Telephone
Fax:

Ceortifled Ma;l - Retum Recelpt Requestaed

Dear Sir or Madam:

Wae have enclosed a capy of our report of examination explaining why we belleve
revocation of your exempt stetus under section 501(c)(3) of the Internal Revenus Code

(Coda) Is necessary.

If you do not agree with our proposed revocation, you must submit to ug a written
raquast for Appeals Office consideration within 30 days from the date of this letter to
protest our decision. Your protest should Include a statement of the facts, the
applicable law, and argumenux In support of your pasition,

An Appeals afﬁear will review your case. The Appeals office is mdependent of the
Director, EQO Examinations. The Appeals Offica rasolves most disputes informally and
promptly. The enclosed Publication 3498, The Examination Process, and Publication
892, Exempt Organizations Appeal Procedures for Unagreed Issues, explain how to
appeal an Internal Revenue Service (IRS) dedision. Publication 3498 also includes .
Infonnahon on your rights as a taxpayer and the IRS collaction process.

" Youma also request that we refer this matter for technical advice as explamed in
Publication 892. If we lssue a dstermination letter to you based on technical advice, no
further administrative appeal is avallable to you within the IRS regarding the issue that

was the subject of tha technical advice.

A0S 1 G0,

Lemr 3818 (04-2002)
Catalog Numbar 34800F



if we do not hear from you within 30 days from the date of this latter, we will process
your case based on the recommendations shown In the report of examination. ¥ you do
not protest this proposed determination within 30 days from the date of this letter, the

. IRS will consider It to be a failure to exhaust your avallable administrative remadies.
Section 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 District of Columbia
determines that the organization Involved has exhausted its administrative remedies
within the Internal Revenua Service.” We will then Issue 8 final revocation letter. We
wili also notify the appropriate state officials of the revocation in accordance with section
6104(c) of the Code.

You have the right to contact the offica of the Taxpayar Advocate. Taxpayer Advocate
assistance is not a substitute for established IRS procedures, such as the formal
appeals process. The Taxpayer Advocate cannat reverse a legally corract tax
determination, or extend the time fixed by law that you have to file a petition in @ United

States court. The Taxpayer Advocate can, however, see that a tax matter that may not
" have been resolved throuah normal channels gets-prompt and proper handling. You
may call toll-frex .. and ask for Taxpayer Advocats Assistance. i you -
prefer, you may contact your iocal Taxpayer Advocate at:

shown In the hoading of thls letter lf you wnta please provlde a talephone number and
the most convenlent time to call if we need to contact you. .

Thank you for your cooperation.

51;\?&&

R.C. John‘on :

Dlractor EO Examinations
Enclosures: ' : .
Publication 892 ‘
Publication 3498
Report of Examination

Latter 3618 (04-2002)
Cuinlog Number 34808F




Form B36-A | N . "'*Pchaduh or Bahibit No.
- A .

EXPLANATION OF ITEMS

Name of Taxpayer . Yodr/Pericd Ended

ISSUES: .

Whether an orgenization has provided aufficient evidence to satisfy their exemption under section 50 1(c) (3) of
the Internal Revenue Code

Whether the receipts from the bmgo and pull tabs inured to the benefit of the association membera.
Whether any compensation was paid to the bingo workers,

FACTS:

Th L . ¥as grantsd exemption on February he organization’
proviaes a.&d supporta compeutlve uporta travel and toumament taseball teams. Cost incurred for the baseball
program includes help with baseball team fees, uniforms, hotels, and equipment costs. The organization also
asaists with other organizations, including proceeds to wtbntﬁng club and Fire Department donations.

The organization did not provide informetion to fully diacloge the operations and finances of the bingo account
and general fund. In addition we did not receive any recorda to fully disclose the activities of the organization,
Our information was determined from the imitin] interview and review of some organization documents.
Document requeat which were provided with the Initial eppointment letter and with the initial interview have
not been: fulfilled. We further asked the organization to delinquent file information return form 990.

Wearenotawm-eoftheﬁngo operations or the internal control froin the opantromin its entirety. We received
panial statemcnts as to how the ormm.imuon was managed At the miﬁal mberview we lenmed theri are usually

Saturdayn ir’ - T The orgamzahon nmmtxmcd a eepamne account for the hingo
operations and disuursoa {unds to their general account. The general account mformatxon waa not provided at
any time.

Our follow-up document request was to get complete books and recarda for the period under examination and
tax returns for the period and subsequent years. We also requeated their information returns, No returns
have been provided at this ime. =~ .

Several calls were made to reasurer and. Secretary for the organization, regarding follow-up
appointment or a request to have het provide information. All subscquent requests have been futile at this
. paint.

LAW:

]
v

An organization that ie excmpt from federal income tax othes than as an organization described in section
501(c)(3) may, if it desires, eatablish a fund, separate and apart from its other funds, exclusively for religious,
charitable; scientific, literary, or educational purposca, fostering national or international amateur sports
competition, or-for the preventon of cruelty to children or animsls. = -

Déparunmt of the Treasury ~ Internal Revenue SeMce Form 886-A
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Form 886-A Y ySchedule or Exhibit No.

' EXPLANATION OF ITEMS ‘,A

Name of Taxpayer ‘ l Year/Poriod Endod

-
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If the fund is organized and open.ted exclusively for these purposes, it may qualify for exemption as an

drganizetion described in section S01(c) (3), and contributions made to it will be deductible aa provided by
section 170. A fund with these characteristice must be organized in such a manner as to prohibit the use ofiu :
funds upon d.lsnolutwn or cmerwisc. for the genemnl purposes of the organization creating it.

Section 1.6033-2()(2) of fhe income tax regulations, states, in part as follows:

Every orgamzauon which I exempt from tax, whether or not is it required to file an annual
information return, shall submit such additional information as may be required by the Internal
Revenue Service for ht purpose of inquiring into its exempt status....”"

If the organization is exempt under IRC 501(c) (3), determine if the gaming activity serves & non-exempt purpose.
If the organization's gaming activity serves a non-exempt purpose and the non-exempt purpose is substantial, the
organization is not exempt. An organization that conducts a large pull-tab operation may be engaged in an
unrelated trade or business; but, if it has a charitable program (such a3 maling grants to other chanues),
commersial or business aspects may be considered incidental to the organization’s charitable purpose, Seg ng
1.501(c) 3)-1(c) (1), 1.501(c) (3)-1(e) (1).

The ﬁ:llowing cases provide examples of organizations that werc denied exemption on the basis of substantial
on-exempt purposes. :

(8) In P.L.L. Scholarship Fund v. Commissioueg, 82 T.C. 196 (1984), the Tax Court held that bingo games

conducted by a scholarslnp fund in 8 commercxal estabhshment servmg food and dnnk were nnt opented

ﬁzhty of the commcmal eatabhnhmmt and agmed thh theSemcc that the orgamzauon was not cxempt
under IRC 501(c) (3).

G M&MM T.C.M. 1989-4, the court held that operating regularly scheduled
bingo games an behalf of other exempt organizations was a trade or business unrelated to the organization’s
exempt purposes. In thet case, an exempt organization that had been conductmg bingo games loat its state pexmit
due to a change in state law, The orsamzntxon began to lease its prermses to other organizations and participate in
the operations of the bingo games, receiving a portion of the gross recetpts. The court found that the organization
did not prove that its participation in the gemes was an insubstantial part of its activifics. Because the organization

" could not demonstrate that it conducted any charitable activities, other than unfulfilled charitable objectives, the

court upheld the Service’s revocation. Seg slso Ping XII v. Commigsioneg, discussed infie at Text 22.10.4(5).

Determine the status of the recipicnts to determine the standard that applies to any excess benefits. Identify the
recipients who are “quuahﬁed persons” within the meaning of IRC 4948(ﬂ (1) and “pnvane shareholders or
individuals” within the mesning of IRC 501(c) (3).

Department of the Treasury - Internal Revenue Service , Form 886-A
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EXFCANATION OF ITEMS [

Name of Taxpayer L l Year/Potiod Ended
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a. [RC 4958, which imposes an excise tax on certain excess benefit tmnsamons ocowrring on or after
ras added to the Code to pmwde an 'ﬁntetmndmte sanction™ short of revocation for
transactions resulting in inuremer’ of earnings.

b. Inwremnent of earnings to private shareholders or individuals is prohibited by IRC 501(c) (3) and can result

in loss of cxemption. However, for transactions occum'ng after ) , the excise tax of IRC 4958
should be imposed in lien of revocation unless muranent is to such a degree that the argamzauon no longm-
functions as an exempt orgamzauon ' .

c. The term “private benefit” is used hete m.rafer to excessive benefits provided to persons other than “privﬁ,be
shareholders or mdmdual within the meaning of IRC 501(c)(3) or “disqualified persons™ as defined in IRC
495 B(t)(l)

State Law “Bingo Tax Law and Regulations® y
74~ 4766(11) Games of bingo managed, conducted, or operatad by a licenaee, shall be managed, conducted,

or operated oply by a bona fide member or apouse of a bona fide meraber of the licensee or parent organization,
oranaumharyumt or society of such unit.

74-4706(6) No person may receive any remuncration or profit for participating in the manngement.

conduct or operation of any game of bingo mansged, canducted, or opcxatzd by a licensee.

Conclusion: -

During the exampination of the organization we requested information to establish whether the organization met
its 501(c) {3) purpose. Although the organization provided the tmcorporated documents and received exemption
it has not established the conduct of the organization, actual activities operated, or financlal records were
proper.

Furf.her, the maintenance of the financial records were held by ' Treasurer/Secretary and spouse
Preaident. Organization did not provide any information to maicate whether funds were used for
the personal oenefit of the husband and wife. No other officers were drawn in or idvolved.

Inasmuch as the oreanization has not provided the information necessary to conduct an examination for the
year endec we provose to revoke the organigation’s exempt. atatus under section S01(c)(3)
of the internal Revenue Code effiective " 4g g taxable entity, the organization will be required to file
the appropriate federal income tax retum.
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