‘ Separtment of the Treasury 1 N PR Date: May 11,2021
internal Revenue Service . » .

y 1ax Ex&mnt and chemmeﬁf Eams&a ‘ Taxpayer ID ,,;,m;,.g;: ,
: ’ v Form:
~ Number: 202230012 ‘ _ o
Release Date: 7/29/2022 SR . Vaxperiods anded;
Person to contact:
_Name:
: D number:
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UIL: 501.07-00 - ' Fax:

CERTIFIED MAIL - Rmm RECEIPT REQUESTED

Dear ' -

Why we are ﬁemimg you ﬁns letter ;
This is a final determination that you don’t qualify for exemption from federal income tax under Iﬁtemaf

Revenue Code (IRC) Section 501(a) as an organization described in IRC Secmm %Qi(c)(“?) for the tax
periods above. Your determination letter (%aie{i -, 1s revoked.

" Our adverse defermination as to your exempt status was made for the fﬁﬁg:*wms:{ redasons: Yeu have not.

established that you are operated substaﬁﬁaﬁy for pleasure and recreation of your members or other non-profit
purposes and that no part of the earnings inures to the benefit of any private shareholder within the meaning of
- IRC Section 501(c}(7). Yéux nonmember income has exceeded the 15%/35% nonmember threshold for tax year
ending ", as outlined in Public Law 9%»568 Therefore, your exempt stam% under IRC ‘
Section ‘St}i{c}(’! Vis re*m%:eé effective . \ :

- Organizations ﬁ}&t are not exempt tm(ief IRC Section 501 genemﬁy are required to file federal income tax
- returns and pay ‘fax where ag;}hf:abie For further instructions, forms and mfﬁnnaﬁaa giease visit WWW. irs. gov.

Wimt you must do if you disagree with this determination
If you want to contest our final determination, you have 90 days from the fiai:e this determination letter was

 mailed to you to file a petition or éemp}amt in one of é}e three federal cem*ts listed below.

" How to file your action for declaratory judgment

If you decide to contest this determination, you may file an action for ées::iarate;y judgment under the prov;smm

. of IRC Section 7428 in one of the following three vemues: 1) United States Tax Court, 2) the United States CGB:{"{

of Federal Claims or 3) the i}mted‘ States District Court for the District of Columbia.

©Please contact the clerk c}f the aypmpnate court for rules and the appropriate forms for filing an action for
- declaratory judgment by refﬁmng to the enclosed Publication 892, How to Appeal an IRS I}ﬁfemnﬁatmn on

5 Tax~Exempt Status. You may write to the courts at the following adﬁsesses

iimied States Tax Court U.S. Court of Federal Claims U.S. District Court for the District of (Z‘s:ﬁmnh:ea
400 Second Street, NW - 717 Madison Place, NW 333 Constitution Ave., NW. :
Waslungton, DC20217 W&shmgtﬁm DC 20439 . Washmgmn DC 20001

' Processing of income tax iﬁiﬁfﬁ& and assessments of any taxes énf: will not be deiayeci if you fﬂe a i)éﬁtwﬁ for
' deeimamr}f ;adgmem under IRC Section 7428. ' ~ :
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Informatlon about the IRS Taxpayer Advocate Service

The IRS office whose phone number appears at the top of the notlce can best address and access your tax
information and help get you answers. However, you may be eligible for free help from the Taxpayer Advocate
Service (TAS) if you can't resolve your tax problem with the IRS, or you believe an IRS procedure just isn't
working as it should. TAS is an independent organization within the IRS that helps taxpayers and protects
taxpayer rights. Contact your local Taxpayer Advocate Office at:

Internal Revenue Service
Taxpayer Advocate Office

&

‘Or call TAS at 877-777-4778. For more information about TAS and your rights under the Taxpayer Bill of Rights,
~ go to taxpayeradvocate.irs.gov. Do not send your federal couft pleading to the TAS address listed above. Use
the applicable federal court address provided earlier in the letter. Contacting TAS does not extend the time to
file an action for declaratory judgment. : '

' Where you can find more information ~
Enclosed are Publication 1, Your Rights as a Taxpayer, and Publication 594, The IRS Collection Process, for

more comprehensive information.
Flnd tax forms or publications by Vlsltmg www.irs.gov/forms or calling 800-TAX-FORM (800 829 3676).
If you have questions, you can. call the person shown at the top of this letter.

If you prefer to write, use the address shown at the top of this letter. Include your telephone number the best
time to call, and a copy of this letter.

Keep the orlgmal letter for your records.

Smcerely, .

“«Q/ bty f:
Sean E. O'Rellly
D1rector Exempt Orgamzatlons Examinations

Enclosures:
Publication 1
Publication 594

- Publication 892
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Date:

48 Department of the Treasury May 6, 2020 -
Internal Revenue Service Taxpayer ID number:

‘ IRS Tax Exempt and Government Entities

Form:
Tax periods ended:

Person to contact:
Name:
ID number:
Telephone:
Fax: - -
Address:

~Manager’s contact information:
. Name:
“ID number:
- Telephone:
Response due date:

June 8, 2020
CERTIFIED MAIL — Return Receipt Requested
- Dear

Why you’ re receiving this letter

We enclosed a copy of our audit report, Form 886—A Explanatron of Items, explaining that we
propose to revoke your tax-exempt status as an organization described in Internal Revenue Code
(IRC) Sectron 501(0)(7) '

If you agree

If you haven’t already, please sign the enclosed Form 6018, Consent to Proposed Action, and
return it to the contact person shown at the top of this letter. We'll issue a final adverse letter
determining that you aren't an organization described in IRC 501(c)(7) for the periods above.

After we issue the final adverse determination letter, we’ll announce that your organization is no
longer eligible to receive tax deductible contributions under IRC Section 170. :

If you dlsagree :
1. Request a meeting or telephone conference with the manager shown at the top of this
‘ letter.

2. Send any information you want us to consider.
3. Filea protest with the IRS Appeals Ofﬁce If you request a meeting with the manager or

send additional information as stated in 1 and 2, above, you’ll still be able to file a protest
with IRS Appeals Office after the meeting or after we consider the information.
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~ The IRS Appeals Office is independent of the Exempt Organizations division and
resolves most disputes informally. If you file a protest, the auditing agent may ask you to
" sign a consent to extend the period of limitations for assessing tax. This is to allow the:
IRS Appeals Office enough time to consider your case. For your protest to be valid, it
must contain certain specific information, including a statement of the facts, applicable
law, and arguments in support of your position. For specific information needed fora
valid protest, refer to Publication 892, How to Appeal an IRS Determmatlon on Tax-
Exempt Status.

© Fast Track Mediation (FTM) referred to in Publication 3498, The Exarmnatlon Process
generally doesn’t apply now that we’ve issued thls letter

5 Request technical advice 'from the Office of Assoalate Chief Counsel (Tax Exempt
Government Entities) if you feel the issue hasn’t been addressed in published precedent
or has been treated inconsistently by the IRS. :

If you’re considering requesting technical advice, contact the person shown at the top-of
this letter, If you disagree with the technical advice decision, you will be able to appeal to
the IRS Appeals Office, as explained above. A decision made in a technical advice
memorandum, however, generally is final and binding on Appeals. .

If we don't hear from you
If you don't respond to this proposal w1th1n 30 calendar days from the date of this letter, we’ll
issue a final adverse determination letter, ‘

Contacting the Taxpayer Advocate Office is a taxpayer right

The Taxpayer Advocate Service (TAS) is an independent organization within the IRS that can
help protect your taxpayer rights. TAS can offer you help if your tax problem is causing a
hardship, or you've tried but haven't been able to resolve your problem with the IRS. If you
qualify for TAS assistance, which is always free, TAS will do everything p0551ble to help you.
Visit www.taxpayeradvocate.irs.gov or call 877 777-4778.

For additional information
‘You can get any of the forms and publications mentioned in this letter by v151t1ng our website at

“ www.irs.gov/forms-pubs or by calling 800-TAX-FORM (800-829-3676).

2 | Letter 3618 (Rev. 8-2019)
: Catalog Number 34809F :



If you have questions, you can contact the person shown at the top of this letter.

Sincerely,
(Marie klocke Yo b :

Director, Exempt Organizations
Examinations T ‘

Enclosures:

Form 6018 -
Form 4621-A
Form 886-A
Publication 892
Publication 3498
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Schedule number -

R Q ; I | TR - fDe artment dfthe Treasury‘ vlnternal Revenue Service .
Form 886-A : P ’ or exhibit

(May 2017) , Explanatmns of ltems

Name of taxpayer o . Tax Identrt‘catron Number (Iast4 d/grts) _ Ye'ar/Perlod ended _

fISSUES'

Whether the . o ( | )is organlzed and operated exclusrvely under
Internal Revenue Code (IRC) §501(c)(7) asa social club?

‘Whether or not act|v1t|es and revenues are in furtherance or rts exempt purpose under IRC
k §501(c)(7)? : .

- FACTS:

- was orlglnally founded as \ B and was granted 'exemption under a g,roup ruli',ngfor a’
501(0)(7) on ' - o r ‘

On : oy flled an. amendment wnth the Internal Revenue Servnce (IRS) to change its |
- name from R to g ‘ . The IRS referenced a letter sent
to dated ‘ , thatgave tax exemptlon under IRC- §501(c)(7) '

In response to the IDR issued o _followmg mformatlon was received from the |
_ orgamzatlon regardlng its hlstory ’ : ' L

‘was founded as in rn order to purchase and maintain a :
~onthe of ~,located in ,  ltwasin actlve operatron for
vyearsuntil . when demded to reduce and ehmlnate L ooon
.Since owned the land the ~ house was located on, it dldn t purchase .
' the house or give any money to’ . Instead the - put cash equal to the value of the house
- inatrust for - .In , requested that the trust be moved tothe ‘ ’
to beiused by - foreducational purposes. ,

and its board members are all volunteer = of ~and :Since it

was originally created to support an active - onthe o L andthe .  ofthe .
o ,and since doesn't have an active S on -, the
organlzatlon spends a portlon of its income each year to support ‘ functlons at .

‘and © - weekends.  also provides - - tooffspringof who

attend . Checks written to members of the board are reimbursements for out of pocket

- expenses. Other expenses are to support the e events (- - ‘_ S , ), tax

preparation, taxes and fees as requ;red ' s R ' ' B

‘ ‘has its sole mvestments wrth o ‘ ' ‘ . It maintains a conservative

~ investment portfolio to provide funds for alumnr functlons in ' ., “and

o . The fund is for the benefit of the S interface with the , and to support
: offsprmg of . An ad hoc volunteer - from s worklng wrth the - cat
this time trying to get an active ~ backon S ’

Catalog Number 20810W o Page 1 ' C . wWww.irs.gov ) . Form 886-A (Rev. 5-2017)



#orrm 886 A 7 | . ' : bepartment of the Treasury Internal Revenue Service ‘ v SCheﬁ}g? number
: - I or exhibit.
(May 2017) SR Explanatlons of ltems |

Name oftaxpayer SO : - | Tax: Identlfcatron Number (last 4 d/glts) Year/Period ended

~ Articles of }Incorporatioin’:

The Articles of Incorporation of states “The purpose of the corporation is to care for the
~investment of money received from the sale of property gifts, and inheritances; pay for the needs
ofthe - of at ,(the* ”)including but not limited to fire
' insurance on furnishings and property in the dormltory owned by the ~ orleased by the

; furnish. additional furnishings over and above that furnished by - to

R pay for -, finance the costs of sending delegates from the eaCh year .

~ to Leadership Training; frnance cost of sending delegates fromthe =~ eachyearto
Leadership Tralnlng, finance cost of sending delegates from the to the
; o provide guidance for the -and to assure that it abldes by the Constitution
and Statues of the IR and rules and regulations of ;andto -
provide . - to ; ofthe = and such other lawful purposes under the'_'
Nonprofit Corporatlon Act. Said organization is organized exclusively for charitable, religious, -
~educational, and scientific purposes, including research purposes, the making of distributions to
- organizations that qualify as exempt organizations under section 501(c)(7) of the Internal Revenue
'Code or corresponding section of any future federal tax code. 7 ‘

In Exhibit A of the Articles of Incorporatlon Artlcle 6 states, “The corporatron shaII have no
‘members, all rights of members as set forth under the Nonprofit Corporation Law of 1988 are
‘assumed by the Board of Drrectors pursuant to Section 5751 of said law.”

Article 7 states, “No part of the net earnlngs of the organlzatlon shall inure to the benefit of or be
distributable to its members, trustees, officers, or other private persons, except that the

- organization shall be authorized and empowered to pay reasonable compensation for services
- rendered to make payments and dlstrlbutlons in furtherance of the purposes set forth in the
purpose clause hereof.” = : :

Bylaws:
The Bylaws were ‘adopted R amended
: The Purpose of the Bylaws is stated in Artlcle I

1.5 PurQose The corporatlon is mcorporated under the o
for the followmg purpose ‘or purposes ‘

(a) To accept donat/ons of mone y for dlstr/butlon to other tax-exempt
Charitable organizations.

(b) The corporat/on is orgamzed exclusrvely for char/tab/e rellglous
scientific, and educational purposes as defined in Section 501(c)(7) of the Internal Revenue
- Code lncludmg, but not Ilmlted to any such actrvrty which may be perm/tted by corporatrons

Catalog Number 20810W ) "Page 2 WWW:irs.gov . Form 886-A (Rev. 5-2017) o



Forfa 886- A ’ - , Department of the Treasury Internal Revenue Service (?fgig:éll? number
(May 2017) - Explanatlons of Items N R
. Name of taxpayer B v | Tax Identification Number (last 4 digits) Year/Period ended .
formed under and pursuant to the
Amendment of the Bylaws: -~ :

-The amendment to the Bylaws was ad0pted e
~ Article I, Secti‘on 1.5 is amended td state:

- 1.11.5 Purpose The corporat/on is /ncorporated under the ;
for the followrng purpose or purposes :

. (a) To care for the /nvestment of money recelved from the sale of propen‘y, g/fts
-and inheritances;

' (b) To pay no more than f/ve ( %) percent of the comb/ned prrncrpal and /nterest of the

' investment account, to provide . to descendants of members of the
at - and other e ~ atany . or
who are members of the LT R ' S
(c)Tofund -~ functions ofthe at “provided

~ said functions are held within ' o
Relationships and Activ‘i‘ti‘es of |

owned the land the house resides on and took control of the house in

put the cash value of the house in a trust for scholarships. took control of the trust,

put the money in aninvestment account. They utilize the dividends and investment income to pay
for the alumnl actlvmes and the taxes for the amount mvested ' '

Activities:

For the years underexam  provided hats and paid for the activities during ;

t , paid the taxes and fees for the accountant out of the fund for the

years under audit. In R started paying -~ for the - to

. They provided two o , one for$ and one for $ to
V descendants . ' o '
- Revenue Sourcest
reported the following sources and amounts of revenue on Form for the periods ended

and subsequent year

Catalog Number 20810W. o Page 3 ' WWW.irs.gov : ~ Form 886-A (Rev. 5-2017)



g N k : De artment of the Treasu Internal Revenue Service Schedule number
Form 886-A P ¥

i | or exhibit
* (May 2017) Explanatlons of ltems o
Name of taxpayer o [ Tax Identification Number (last 4 digits) | Year/Period ended

990 lnformatron
‘ S Actrvrtles & Governance
| 7a | Total unrelated business revenue from Part VI, column ©),
___|line12 _
_7b | Net unrelated busmess taxable income from Form : ,'—Iine
, 34 o -

~ , Revenue
8 Contrlbutlons and grants (Part VI, line 1h)
9 | Program service revenue (Part Vil line Zg) \
10 | Investment income (Part\ VIII column (A) lines 3, 4, and 7d)
11 | Other Revenue (PartVIII column (A), Ilnes5 6d, 80 9c 10c '
1and 11e)

M2 Total RevenUe add lines 8 through 11 (must equal Part VIII
. _column (A), Ime 12) ' .

Expenses B

. ._ 13 | Grants and Slmllal' amounts paid (Part IX column (A), lines 1-' '
13
14 | Benefits pald to or for members (Part IX column (A) Ilne 4y

15 | Salaries, other compensation, employee beneflts (Part IX
| column (A), lines5-10) =~

| 16a Professional fundralsmg fees (Part IX, column (A) line 4) ;
16b | Total ,fundralsmg expenses (Parth column (D), Ilne 25) -

17 | Other expenses (Part IX column (A), lines 11a-11d, 11f-24e)

| 18 | Total expenses Add lmes 13 17 (must equal Part lX column

| (A), line 25)

19 Revenue Iess expenses Subtract llne 18 from Ilne 12.

LAW

IRC 8 501(0)(7) exempts from federal income tax “clubs” organized for pleasure, recreation, and
other non-profitable purposes, substantially all of the activities of which are for such purposes and
not part of the net earnlngs of whlch inures to the beneflt of any prlvate shareholder ’

IRC 501(c)(7) further establrshes that the ordmary meaning of the term "club" rmphes that there
~ must be club members, and that there must be a "commingling" of the members for social,
recreational, or similar purposes. The commingling requirement has been stated in Rev. Rul. 58-
589, 1958-2 C.B. 266, Rev. Rul. 70-32, 1970-1 C.B. 132, and Rev. Rul. 74-30, 1974-1 C.B. 137.
- Commingling is present if such thmgs as meetlngs gatherings and regular meetrng facrlrtles are
evrdent : ,

Catalog Number 20810W S Page 4 L wwwiirs.gov. ‘Form 886-A (Rev. 5-2017)



Schedule number

Foim 886-A 7 B v Department of the Treasury ~ !nternal Revenue Servroe or exhibit
may20) | Explanations of ltems v |
“Name of taxpayer . : Tax Identification Number (last 4 digits) | Year/Period ended

Rev. Rul. 58-589, 1958-2 C.B. 266, discusses the criteria for exemption under IRC 501(c)(7) and
holds that a club must have an established membership of individuals, commingling, and
fellowship to be a social club within the meaning of the statute. While this does not mean that a
club cannot have artificial entities, such as corporations, as members, a federation composed
completely of artificial entities (clubs) was held to be not exempt under IRC 501(c)(7) in Rev. Rul.
87428, 1967-2 C.B. 204. The rationale of that case was that a federation of clubs was a collection
of artificial entities not capable of the kind of commingling required of the membership of exempt
_clubs. Thus, corporate memberships will not automatically disqualify a club as long as there are
sufficient individual members to provide the: reqU|S|te amount of fellowshlp and commlngllng (See
' Rev. Rul. 74168 1974-1.C.B. 139). L :

~ Section 1 501 (c)(7) of the RegulatiOns provides that, in general, the exemption extends to social
and recreation clubs supported solely by membership fees, dues and assessments. However, a
club that engages in a business, such as making its social and recreational facilities open to the
general public, is not organized and Operated exclusively for pleasure, recreation and other non-
profitable purposes, and is not exempt under sectlon 501(a). :

Prior to |ts amendment in 1976 IRC § 501 (c)(7) requrred that social clubs be operated exclusrvely
for pleasure, recreation and other nonprofltable purposes. Public Law 94-568 amended the
“exclusive” provision to read “substantlally in order to allow an IRC § 501(c)(7) organization to
receive up to 35 percent of its gross receipts, including investment income, from sources outS|de its
membership without losing its tax-exempt status. The Committee Reports for Public Law 94 568
(Senate Report No. 94- 1318 2d Sessmn 1976 2 C.B. 597) further states; .

(@) Within the 35 percent amount not more than 15 percent of the gross recelpts should be
derived from the use of a social club s facilities or services by the general public. This means that
an exempt social club may receive up to 35 percent of its gross receipts from a combination of
investment income -and receipts from non- members so long as the Iatter do not represent more
than 15 percent of total recelpts k .

(b) Thus, a saocial club may recelve mvestment income up to the full 35 percent of its gross
recelpts if no income is derived from non- members use of club facmtles .

(©) In addltlon the Commlttee Report states that where a club receives unusual amounts of
income, such as from the sale of its clubhouse or similar facrlltles that i income |s not to be mcluded
in the 35 percent formula. S

Revenue Ru’Ii’ng 66-149 holds’a{‘social,club as not exempt as an organization described in IRC §
501(c)(7) where it derives a Substantial part of its income from non-member sources.

Revenue Procedure 71-17 sets forth the guldellnes for determining the effect of gross recelpts
derived from the general public’s use of a social club’s facilities on exemptlon under IRC §
501(c)(7). Where nonmember income from the usage exceeds the standard as outllned in thls

_Catalog Number 20810W . Page 5 . www.irs.gov k Form 886-A (Rev. 5-2017)



Schedule number

Form 8 8 6- A o] o Department of th‘ev'llb'reasury Internal Revenue Service or et
(May2017) - Explanatlons of ltems o oo
" “Name of taxpayer " 'V . | Tax Identification Number (last 4 digits) | Year/Period ended

Revenue procedure the conclusron reached is that there is a non—exempt purpose and operatrng in
this manner jeopardlzes the orgamzatlon s exempt status _

TAXPAYER’S POSITION

: Taxpayer’s Position has not been prol\/ided.*

GOVERNMENT"S POS’ITION

o Based on the examination results and the facts listed. under the headrng of this report, =~ does
- not qualify for exemptlon as a social club described in IRC §501(c)(7) and Treas. Reg. §1 B01(e)(7)
~ which provides that in general this exemption extends to social and recreatlonal clubs which are =
: supported solely by membership fees dues, and assessments

, The.examrnatron results and the rnformatlon returns filed by for fiscal year ended
and show that % of the revenues came from investment income and trading
securities. Therefore, it precludes the from tax exemption under IRC §1.501(c)(7). In

addition, the foIIowing revenue rulingssupports this:conclUsion

Rev. Rulrngs 66 149 holds ‘a socral club as not exempt as an organrzatron descrlbed inIRC§
501(c)(7) where it derives a substantral part of |ts income from non-member sources

The organization has exceeded the % non- member threshold as outlined in Publlc Law 94 568
on a recurring basrs durrng tax years ended R and

- Sources of Income-

Per revenue reconcrlratron from Form return and books and records mcludmg
' & . accounts, we found investment i income as the only source of i income
reported The investment i income was recorded on the following two accounts:
number and . Account number. In , the onIy income came from the
investment Account. :
Based on Form and analysis of gross receipts, it was noted that the organization's total -
income received was from investments (trading securities) for both fiscal years ended

and respectively. There was no other source of income reported on return and on
the books and records. revrewed

Membershrp

is not organrzed as 3 membershlp orgamzatron as stated in Exhibit A Article 6. While thrs
does not mean that a club cannot have artrfrcral entrtres ‘such as corporatrons as members, a

‘Catalog Number 20810W S Page _6 _ www.irs.gov : Form 886-A (Rev. 5-2017)



‘ -Ferm 886-A o o bepértment of th’e ;I'reasury Internal Revenue Sefwce k o | Scheﬁ%i number
. - orexhibit
(May 2017) o Explanatlons of ltems | o
Name of taxpayer , | Tax Identlflcattt)n Number (Iast 4 digits) | Year/Period ended _

federatlon composed completely of artlflmal entities (clubs) was held to be not exempt under IRC
501(c)(7) in Rev. Rul. 67428, 1967-2 C.B. 204 ‘ . V

Actwmes
is currently not operatlng under the meanmg of IRC § 501(c)(7). There are no activities
currently being conducted at the club house it supposed to maintain for recreational and other -
~ related activities. Trading securities as an Unrelated Busnness Actlwty precludes it from exemptlon -
‘under IRC 501 (c)(7) :

CONCLUSION

no Ionger quallfles for exemptlon under § 501(0)(7) of the Code since its nonmember income
has exceeded the 15% nonmember threshold on a continuing basis. In addition, during the years
under examination, there are no active members nor any IRC501(c)(7) exempt activities. '
Therefore, it is propOsed that exempt status under § 501(c)(7) of the Code be revoked
effective - . s required to file Form 1120 and must be filed starting with tax
periods starting - ' L : ' ‘
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