INTERNAL REVENUE SERVICE DEPARTMENT OF THE TREASURY
10 MetroTech Center
625 Fulton Street
Brooklyn, NY 11201

Date: May 13, 2005

Number: 200531018
Release Date: 8/05/2005
TEGE:EO:REV

UIL: 501.19-00

Legend:

ORG =Name of Organization
NUMBER=Employer Identification Number
DATE 1=Effective Date

DATE 2=Audit Year

Person to Contact:
| dentification Number:
Contact Telephone Number:

In Reply Refer to: TE/GE Review Staff
EIN:NUMBER

Dear

ThisisaFinal Adverse Determination as to your exempt status under section 501(c)(19)
of the Internal Revenue Code.

Our adverse determination was made for the following reasons:

The ORG fails to meet the requirement for exemption under 501(c)(19). For taxable years
after September 3, 1982, IRC 501(c)(19) grants exemption to a post or organizations of
past or present members of the armed forces of the United States, or an auxiliary unit or
society of, or atrust or foundation for, any such post or organization — organized in the
United States or any of its possessions, at least 75 percent of. the members of which are
past or present members of the armed forces of the United States and substantially all of
the other members of which are individuals who are cadets or are spouses, widows, or
widowers of past or present members of the armed forces of the United States or of

cadets and no part of which inures to the benefit of any private shareholder or individual.

Asaresult of arecent examination of your organization’s activities and Form 990 for the
period ended Date 2, it was determined that your organization’s primary activity was the



operation of a bar. Veterans organizations, whether organized before or after the
amendment of IRC 501(c)(19), must be operated for one or more of the eight purposes
listed in Regs. 1.501(c)(19)-1(c). Accordingly, you cannot have purposes of a substantial
nature that are not listed and retain IRC 501(c)(19) status.

Based on the above, we are revoking your organization's exemption from Federal Income
Tax under section 501(c)(19) of the Internal Revenue Code effective Datel.

You are required to file Form 1120, U.S. Corporation Income Tax Return. These returns
should be filed with the appropriate Service Center for all years beginning after
December 31, 2002. You have executed the Form 6018 agreeing to this revocation.

Form 1120 must be filed by the 15 day of the third month after the end of your annual

accounting period. A penalty of $20 a day is charged when a return is filed late, unless

there is reasonable cause for the delay. However, the maximum penalty charged cannot
exceed $10,000 or 5 percent of your gross receipts for the year, whichever is less. This

penalty may also be charged if a return is not complete, so please be sure your return is

complete before you file it.

You 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 Taxpayer Advocate assistance. Or you can contact the
Taxpayer Advocate from the site where the tax deficiency was determined by calling

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 determinations, nor extend the time fixed by law that you

“have to file a petition in the United States Tax 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.

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

R. C. Johnson
Director;, EO Examinations

cc:
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Date: M

Persou to Contact:

Idenrification Number:

Contact Telephone Number: . .
In Reply Refer to:

EIN

Dear Sir or Madam:

This is & Final Adverse Determination as to your cmnpt status under section 501(0)(19)
of the Internal Reveanue Code.

Our adverse determination was made for the following reasons:

" fails to meet the requirement for exernption under
501(c)(19). For taxable years atter | RC 501(c)(19) grants exemption
t0 & post or organizations of past or present members of the armed forces of the United
States, or an auxiliary unit or society of, or a trust or foundation for, any such post or
organization — organized in the United States or any of its possessions, at least 75 percent
of the members of which are past or present members of the armed forces of the United
Stares and substantially all of the other members of which ere individuals who are cadets
or are spouses, widows, or widowers of past or present members of the armed forces of
the United States or of cadets and no part of which inures to the benefit of any private
sharehoMer or individual.

As aresult of a recent examination of your organization’s activities and Form 990 for the
period ended , it was determined that your organization's primary
activity was the operation of a bar. Veterans organizations, whether orgapized before or
after the amendment of IRC 501(c)(19), must be operated for one or more of the eight
puxposes listed in Regs, 1.501(c)(19)-1(¢c). Accordingly, you cammot have purposes of a
substantial nature that are not listed and retain IRC 501(c)(19) status.

Based on the above, we are revoking your organization's ¢xemption from Federa) Income
Tax under section 501(c)(19) of tha Internal Revenne Code effective

You are required to file Form 1120, U.S. Corporation Income Tax Return. These returns
sbould be filed with the appropriate Service Center for all years beginning after
.. You have executed the Form 6018 agreeing to this revocation.
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Form 1120 must be filed by the 15™ day of the third month after the end of your anmual

accounting period. A penalty of $20 a day is charged when a return is filed late, unless

there is reasonable cause forthe delay. However, the maxinmm penalry charged cannot
exceed 310,000 or 5 percent of your gross receipts for the year, whichever is less. This

peaalty may also be charged if a renira is not complete, 50 please be sure your return is

complete before you file it: :

You have the right to contact the office of the Taxpayer Advocate. However, you should
first contact the person whose namoe 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 Taxpayer Advocate assistance. Or you can contact the
Taxpayer Advocate from the site where the tax deficiency was determined by calling

Y or writing to; Internal Revenue Service, Office of the Taxpayer
Advocate. - '

Taxpayer Advocate assistance canmot 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 determinations, nor extend the time fixed by law thar you
have to file a petition in the United States Tax Court. The Taxpayer Advocare can
bowever, see that a tax matter that may not have been resolved through normal channels,

gets prompt and proper hand]mg

Xf you have any questions, please contact the person whose name and telepbone mumber
are shown in the heading of this letter.

Sincerely yours,

A O

R C. Johnson
Director, EQ Examinations




. \ ! }
Form 886A : Dupammahk'!'u\.w-lnndhvm&m ' Schedule No. or
E xplanation of Items Exhibic
Name of Taxnaver ‘ Yeax/Pegod Ended

P b v -

Issuc:
Can a Veteran's organization organized under IRC 501(c)(19) operate a public bar as its primary purpose?
Facts:

(bereafler called “the Post’™) was organized on . Jy
a of [ncorporation by e Lircun Jourt of ___The orpunizution wig

inutually orgamzea under the provisions of IRC 301(c)(4) uatl vhea 1t was changed to be orgamzud
under the provisions of IRC 501(c)(19). .

During an examination of the Post begun .1t was found that % of the Gross Revenue and %
of the Expenses are attributsble ta a bar that the post operatzs. The ber is open to the general public, a9 is a pulltaba
machine located i the bar. No records are kept conoeraing the non-member use of the bar, but the Finance Officer
stated that it was his opinion that no more then % of the people using the bar are memmbers of the Post. -

As sttached schedule ono shows, 4 test of the activities of the post revasled that %4 'of the Post activity is operating
the bar. Thus, mepnmnywnvuyofvhnl’omappemtobodwopaaum\ofabarthnmmcdpnmmlybyths

general pubhc
Law:

According to Intemal Revere Manual Section 7.25.19 , Veterans' Organizations , [Revision date: 2001-06-01)
Veterans' organizations must be operated for one or more of the cight purposes listed in Federal Tax Regulations
1.501(c)(19)-1(c). It is vot necessary that the organivations’ purposes or activities include all the listed purposes to
be exexnpt, but they cannot have purposes of a substantial oature that are ot listed and retain IRC 501(c)(19) status,
The exeaupt purposes are:
4. Promotion of the social welfsre of the commmnity &3 defined in Treasury Regulations, 1. SOl(c)(4)-l(a)(2) ,
b. Assisting disabled and needy war veterans and members of the U.S. Armed Forces and their dependents, and the
widows and orpbang of deceased veterans;
. Providing entertainment, care, and asaistance to hospitalized veterans or members of the U.S, Armed Forces;
d. Camrying on programs to perpetuate the memory of deoeased veteruns and members of the Armed Forces, and to
comfort their susvivors;
¢. Condicting programs for religious, charitable, soicatific, h.lﬂ'acy, ar educational purposes (as set out in Internal
Rovenue Code section 170(c)(4)).
f. Sponsoring or participating in activitics of a patriotic namre;
g Providing insurance bencfits for their mombers or dependents of their members, or both; and
h. Providing social and recrestional activities for their members.

Substantial unrelated activities may prohibit exemption. The following are examples of unrelated activities that may
® Reats out its facilitics to the geoeral public;

@ Faoilities, such as bar and. dining facilities, open to the general public;

® Sells liquor snd/or food o mexbers and/or the public for consumption off the promises.

® Gaming activities with non members.
If the organization receives a substantlal portion of its gross income from the genora] public, » facts and
circumsiences test must be used o determine if the organization is organized and operated within the meaning of
IRC 501(c)(19).

Form 886- ARev.+e) Dypartmeat of the Tmmy Linteroal Revenue Service
Page: -1-
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Form 886A " Departineot of the Tromusy - TmemalRevemeServie | Schedule No,
om 8364, Explanation of Items Exhibir >
Name of Tairpaycr . Year/ Perind Ended

A

Governzuent Position:

As outlined above, the primary purpose of an IRC section 501(c)(19) organization covers eight broad aress.
Providing & bar to the genaral public doesn’t mect ugy of those mghte'-mntmwmm Therefore, based on the
Income Tax Regulations cited above doea not qualify for
exeanption under Internal Revere Code section SUL{CH 1Y),

Conchiaion:

The organization docs not contiaus to qualify for cxemption as an organization described in section 501(¢)19) of the
Internal Revenue Code. Consequently, the axunpt stama of the organization is being rovoked effective

If you agree to the abave, we are requesting that an 1120 be Sled for . Even though Letter 3610 states
otherwise, please flle that return with me and I will process it.

Organizational Position:
The organization stases that they relied on their CPA in order to be in compliance with the appliosbls tax law. On

the organization signed, and returned, Form 6018-A agreeing with the rovocation of exempt status.
They also sent Form 1120 and a cheok to pay for the amount that was owed.

Form 886- A(rcv.eay) Departmens of the Tn;su:y Tusemal Revenue Service
Page: -2-

e R -




	0531018.pdf
	200531018.pdf



