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Gentlemen:

We have considered your application for recognition of cxemption from
Federal income tax under section 501(c)(4) of the lnternal Revenue Code.

The information submitted indicates that you were formec and your By-Laws
vere approved or I Your ~teted purposes were “for the
benefit of the cludb wembers by way of party's, trips, outings, and just «
good time with the other members, slso to give a scholarship to a youth,
and to have our own fucilities. The club's facilities will only be open
to members or their dependents or guests.” Your By-Laws were amended and
approved | tc state "The main purpose of the club is to
benefit the community and tue surrounding area, as for establisghing a
'sctolarship fund' for a youtk or youths, and also civic betterment and
soctal improvexents.”

You state thst your c.ubt is a2 non-profit association which periodically
has events, parties, +*c., to raise money to provide scholarships to
ceserving high achool scniors. You further state that all funde collected
are for this purpose.

You indicate that you have no membership qualifications, anc that
ment*<rship in tne club is open to the public. You currently have twelve
members, and you uscd to havc dues, but they were deleted to build up the
menbership. You state that nonmembers are allowed to attend all fund
raising functions.

You state that you receive cash and checks at your functions, rnd thet
these funds are your basis for financisl support. Your expendi.ures are
for food, beverages, such as liquor and soft drinks, supplies, such es
piper cups, paper plates, etc., and for raffle tickets. You alsc make
paymertls on some stcreo equipment. You indicate that you do not have any
facilities of your own, but you rent facilities for your tunctions.

You contrilute to boy Lceouts, give dipners to sentor citlzensg ans
rvgister pcople to vote. <LThe scholarship that you give is made . tly
to the schonl, #nc the school selects the student to recelve the iward.
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Your calendar of events dnclude dances, picnics, fashions shows, dinner
banquet, and the cludb Christmasg party.

You applied for tax e tion under section 301(c)(7) of the lnternal
Revenue Codc on however, you did not submit requested

information and did not estadlish tax exempt status under that section of
the Coda.

Section 501(e)(4) of the Internal Revenue Code provides exemption for:

"Civic Leagues or organisations not organized for profit but operated.
exciusively for the pxomotion of social welfare...”

Section 1.501(c)(4)~1(a)(2)(1) of the Income Tax Rogulations provides that:

“An organization is operated exclusively for the promotion of social
welfare 1f 1t is primarily engsged in promoting in some way the
cosmon good and general waslfare of the people of the community. An
organisation embraced within this section is cne which is operated

primaxily for the purpose of bdringing about <ivic L-tterment and
social {mprovements.”

Section 1.501(c)(4)~1 of the rejulation- provides, in part, as follows:

"(a)(2)(1) An organization is operataed exclusively for the promotiom
of social welfare if it is primarily engaged in promoting in some
way the common good and general welfare of the people of the
coemunity. An organiszsation embrsced within this scction is one
which is operated primarily for the purpose of bringing aboui civwie
betterments and social improvements *** Thy promotion of social
velfare does not include direct or indirect participation or
intervenction in §iIolitical campaigns on behalf of or in npposition to
any candidate for public office. Nor is an organization operated
primarily for the-promotion of social wvelfare if its primary
activity ia operating a social clud for the benefit, plessure, or
recreation of its wembers, or is carrying on a business with the
seneca: public in a manner similar to orc-nizutiono which are
opurutnrd for proflt.dds®

woviime fultapg 4-298, 1974-1 Cumulative Bulletin 133, ruled that a’
ronprofit erganization whose sole activity was devoted to the sponsorship
of 7~ .pnual rroferstonal golf tournament did not qualify for exemptlon
Lpder section J01(c)(4) of the Code. The organizacion in question was
forv~. ito provide 1cereation and entertaimment for the citizens and
visitors cf the community. It was determined t(hat the golf tournament was
erci.tec in s mannetr similar to a busiuness for profit and did not qualify
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Revenue Ruling 66~179, 196&~1, Cumulative Bulletin 139, states that if o
substantial part of an organization's activities consists of social
functions for the beanafit, pleasure, and recreation of its members, it may
qualify for exemption under section 501(c)(4) of the Code, 1f it is
primarily engaged in social welfare: ‘

Section 1,501(c)(4)~1(a)(2)(11) of the regulations states that an
organization will not qualify for exemption as a civic league under

aection 301(c)(4) of the Code 1f its primary'activity is the operations
of a social c¢lud.

Your estimated budget for [ and tou in dances,
picnice and parties in the amounts of s qreopoctivoly
and your expenditurus for gsocial velfare purpoccn are § for sach
period. Even though you have some charitable and social-wvelfare purposes,

the amourt expended for theac purposes ars minor in conpatison to the
amount expended for your social activities.

Besed on the information prescnted, we have concluded that you do not mcet
the requirements for exemption as a social weifare organisation or a civic
lesguu as described in section 501(c)(#) of the Code or any other
subsection of the Code. You do not meet the qualifications for exemption
under section 301(c)(7) of the Zode since your incuae is received from the
general public, and Regulations 1.301(c)(7)=1(d) states that solicitation
of public patronage of facilities or aativities, by advertising or
othetwise, is prima facie evidence that a ¢ludb is engaged ia business o0d
is not operated exclusively for plesasure, recreational or social purposes.

Accordingly, it 1is held that you are nnot entitled to exemption from
Federal income tax as an orgonization descrided in section 501(c)(4) of
the Code, and you stve required to file income tex re;urnl on Form 1120,

[f you do not ogree with these conclusions, you may, within 30 days from
the date of this latter, file in duplicate a brief of the facts, law, and
argument that clearly sets forth your position. Ir you desire an oral
discussion of the issue, please indicate this im your protest. The
enclosed Publication 392’ .gives instructions for filing a protest.

L{f you do not file a protest with this office within 30 days of the date
of this report or letter, this prcosed datermination will become final.
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I1f you agree with these conclusiors or do not wish to file a wricten
protest, please sign and return Yom 6016 {in the enclosed self-addressed
envelope «s souon as possible,

Sincerely,

viatrict Director

Enclosures:

Pub. 892

Form 6J13
f< Pre~addresscd Envelope
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