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Cortiflad Mall

Dear

This is & final adverse determination as to your exempt status under section 501(c){3) of the Intsrnal
Ravenua Code (IRC). It is determined that you do not quaiify 58 exempt from Federal income tax under
IRC Section 501(c}3).

Our adverse determination was made for the following reasan(s):

You have not demonstrated that you are organized and operated exclusively for charltable,
educational, or other exempt purposes as required by section 501{c)(3) of the Internal Revenue
Code. You operate substantially for non-exempt purposes. You are net an organization which
operates exclusively for one or more of the exampt purposes which would qualify it as an exempt
grganization.

Contributions to your organization are not deductible under Code saction {70.

You ara required to file Federal income tax returns on the form indicated above. You shouid file these
returns within 30 days from the date of this ietter, uniess a request for an extension of time is granted,
File the returns in accordance with their instructions, and do not send them ta this office. Processing of
income tax returns and assassment of any taxes due will not be delayed because you have filed a petition
for declaratory judgment under Code section 7428,

If you decide to contest this determination under the declaratory judgment provisions of Code section
7428, a petition to the United States Tax Court, the United States Court of Claims, or the district court of
the Uinited States for the District of Colurnbia must be filed within 90 days from the date this determination
was malled to you, Cantact the clerk of the apprapriate court for rulss for filing petitons for declaratory
judgment. To secure & petition form from the United States Tax Court, write to the United States Tax
Court, 400 Second Street, N.VY., Washington, D.C. 20217,



We will notify the appropriate State officials of tis acticn, as required by Code section 8104fc). You
should contact your state officials if you have any guestions about how this determination may affect your
state responsibilties and requirernents.

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

Sincersly,

2Lt 77l

CHARLES FISHER
TEAM MANAGER
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Date; April 25, 2008 Contact Person;
Identification Number:
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LEGEND: UiL #'g:

A = Person 501.03-00

J = Association £01.03-08

L = For-profit entity 501.03-22

M = Applicant 501.05-01

N = Organization ' 501.33-00

Q = Statle 503.01-Q0

P = County 503.01-01

Q = Date #1 508.00-00

R = Date #2

S =Date #3

T = Date #4

Dear Applicant:

We have considered your application for recognition of exemption from Federal income tax under
Internal Revenue Code section 90%(a}). Basad on the information provided, we have concluded that
you do not qualify for exemption under Code section 501{cX3). The basis for our conclusion is get
forth below.

lssues
Do you, M, qualify for exemption under section 501{c)3) of the Code? Also, if you did qualify for
exemption under section 501{cX3}, would exempt status be retroactive to your date of formation?

Facts

You were incarporated over twenty years ago on the date Q, under the nonprofit laws of the State
of Q.
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In your Certificate of Incorporation, yau stated your purposes and objectives to be as follows:

(a) To stimulate and promote the welfare and continued growth of the cattle business and
related agricuiture endeavors in general.

(b) Provide programs of education and othar activities for cattleman and cther interested
citizens, which will benefit and ancourage those engaged in livestock, agricultural,
horticultural and other such resources in the County and State.

{c} To help increase the facilities of the P County Agriculture Center and provide a central
organization for cattlernen and thoge engaged in related agricuitural purposes.

{d} To buy, lease, acquira and accupy lands and to erect buildings and improvements of various
kinds theraon and to sell, mortgage, lease or convey said property or any part thergof, in
[your] diseration from time to ime.

{a) To affiliate with the State and National Associations of Cattamen and to work with County,
State and Federal governmental agencies and private associations in further developmant
of programs, facilities and other functions that benefit the public through the prosperity of
agriculture in general.

{f) To do any and all things psrmitted corporations, not for profit, and permittad to be dons
under the laws of the State of Q. :

Your Certificate of Incorporation alsg provided for four classes of membership - Active, Associate,
Ex-Offlcio, and Honorary - as follows:

{a) Activa membars shall be restrictad to individuals, firms or corporations Iving in, or angaged
in the ownership or active Support of the cattle Industry or related agriculture activities, in P
County, in the State of O.

(k) Associate members shall apply to Individuals, firms or corporations engaged in the cattle
business or related agricultural activities or the active support thereof, not living in or locatad

' in P County, State of O. Such Associate members shall not be antitied to vote on the floor. -

{c) Ex-Officio members shall consist of the following: The P County Extension Director -
Agriculture, and the P County Attorney.

(d} -..Honorary membership shall generglly be restrictad to members of long standing whe have
actively supported the organization. ...

Yau are affiliated with J, a non-profit statewide industry organization axempt as an agricultural
organization under section 501(c)(5). Thoss desiring fo become a member of your organization
must join J and pay dues of $60. J retains $55 and remits $5 dollars to you. In addition, you are
assessed an annual payment of $1 per estimated head of cattle in your county by J. You indicatad
In your First Responsa packet dated R that J "uses these funds to promote the cattle business
within the state organization.” in your subsequant Third Response packat, you appeared to
contradict this prior statement by stating, without substantiation or explanation, "J says that the
monies are not used for advertisement purposes.”

Your activities consist mainly of organizing an annual rodeo, 5 team roping event, and a bull riding
avant. Professional and amateur cowboys participate In the events. A rodao secretary and a
professionai event organizer are paid to help conduct and manage the evants.
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In addition to your own events, another major activity for you is to take part in the county agricultural
fair by providing concessions and parking to fair vendors and visitors. Participation in the fair has
generated for you an average net income of about § per year over tha past few years.

You also hold monthly membership mestings approximately 8 months out of each year. As gtated
in your First Response packet, the meetings "provide dinner at jthe Applicant's} expense and
interaction betwsen members with the common goal of promoting the cattie industry in P County.
The meetings sometimes featurs guest speakers concerning forestry, land management, faed,
fertilizer, and other products for use in the industry.” The year 20 meeting st submitted with your
Third Responsa packet showed that speakers were present at 4 of tha 8 meetings that year,
Planning for the radeo and other events also take place at the mestings.

The bulk of your revenue comes from event receipts and sponsorship contributions. Event
expenses account for the largest part of vour axpenditures, Of total revenues of 3 raceived
over the 4-year period from 20  to 2( {including in sponsorship contributions and
interest income), § (65.4% of revenues) were spent on the conduct of events,

During the sama period, $ {4.8% of revenues) wera distributed as scholarships, and
contributions to other organizations ¢ , ef¢.) totaled $ dollars
(1% of revenues). Expenditures for conferences and mestings were $ (1.4% of revenues).
Another $ dollars (2.9% of revenues) were spent on banquets. Remaining expenditures
were for dues, payments to affiliates, #quipment rental and maintenance, depreciation, and various
office and administrative costs. Altogether, these expenditures totaled § (10.9% of
revenuss). After accounting for all expenses and distributions, your net income over the 20  to
20 period was § (13.6% of reveniies).

Financial information presented on Page 9 of your Form 1023 showed that, for the Years 2C .

20 and2C | your total revenues were over § per year. You indicated that financial data
prior to 20  were not available. In your 1™ Response packet, you stated that your current officers
and diractors are lengtime members and have indicated that operations and finances were
substantially the same in years priorto 20 as they are currently.

Subsequantly, in your 2 Responsa paciet, you indicated that you had previously engaged a tax
pPréparer (CPA), who had advised you that no retum was required and had failed to advise you of
the need to complete Form 1023. You further indicated that "[tlax retums were not filegd pravious to
20 due to the fact that the records were destroyed/lost by the former treasurer, who is no longer a
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member of the organization.” You have submitted a statement signad by an officer reiterating the
foregoing circumstances, but you have not provided any specifics or independent documentation of
your reliance or: the advice of a professional accountant or of the loss of your pre-2{  records.
Annual reports filed with the office of the O Secretary of State indicate that A, your current
treasurer, has held the position of treasurer since twa years prior to 2(

Your response received on the date of S indicated that “professional cowboys as well as amateur
cowboys participated in the team raping, bull riding, and the rodeo events. No money was paid to
the participants directly from the organization. Any prize money to the participants is paid by the
organizer. The event organizer, L, was paid for their services. L was paid § in20 , §
in20 and$§ in20 . Therefore,in20 -20 ,17.5% (4 ) of your Total
Revenue was paid to a for-profit entity, L.

Law

Section 501{c)(3) of the Internal Revenus Code ("Code®) provides, in pertinent part, for the
exemption from Federal income tax of organizations organized and operatad exclusively for
charitable or educational purposes.

Section 508 (a} of the Code provides that an organization organized after October 9, 1969, shall not
be treated as an organization described in section 901(cX3) unless it has given notice, in such
manner as the regulations prescriba, that it is applying for recognition of such status. An
organizatien shall not be treated as an organization described in saction 501(c)(3) for any perod
before the giving of such notice, if such notics is given after the tima prascribed by the regulations
for giving such notice.

Section 1.501(c)(3+1(a)(1) of Treasury Regulations ("Regulations*) states that, in order to qualify
under section 501(c)3) of the Code, an organization must be both organized and operated
exclusively for one or more exempt purposes. If an organization fails to meet either the
organizational or operational test, it is not axempt.

Section 1.501(c)(3)-1(c)(1) of the Regulations states that an organization wiill be regarded as
"operated exclusivaly" for one or more 8xempt purposes only If it engages primarily in activities
which accomplish one or mare of such exampt purposes spacified in section S01(c)(3) of tha Code.
An organization will not be so regarded if more than an insubstantial part of its activities is not in
furtherance of an exempt purpose.

Section 1.501(c)(3)-1(d)(1)(ii) of the Regulations states that an organization is not operated
axclusively for one or more exempt purposes unless it serves a public rather than a private interest.
The organization must estabfish that it is not organized or operated for the banefit of private
interests such as designated individuals, the persons who created it, or shareholders of the
organization.

Section 1.501(c)(3}-1(d)(3)(i) of the Reguiations defines the term "aducational” as including the
instruction ar training of the individual for the purpose of improving or devaloping his capabilities, or
the instruction of the public on subjects useful to the individual and beneficisl to the community,
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Section 1.508-1(a)(2)(i) of the Regulations provides that the notice referred to in section 508(a) of
the Code must be filed within 15 months from the end of the maonth in which an organization was
organized. Such notics is filed by submitting a propery completed and executed Form 1023,
Application for Recognition of Exemption under section 501 () (3) of the Internal Revenus Code.

Section 301.9100-2 of the Regulations provides for an automatic extension of 12 months beyond
the 15-month period.

Saction 301.9100-3 of the Raegulations provides for discretionary axtsnsions past the 15-month
period and the automatic 12-month extension. An organization requesting such extension must
show that it acted reasonably and in good faith, and that granting relief will not prejudice tha
interasts of the government by resulting Ir a lower tax liahility to the organization and any other
affected taxpayers {in the aggregata for all taxable years affacted) than if the application had bean
tirnaty filed.

In Revenue Ruling 67-218, It is held that an organization formed and operated exclusivaly to
instruct the public on agricultural matters by conducting annuai public fairs and exhibltions of
livestock, poultry, and farm products may qualify for exemption under section 501{cX3). The
organization’s activities and exhibits ara planned and managed by or in collaboration with psrson
whose business it is to inform and instruct farmers and the generaf public on agricultural matters
(i.e., home demonstration agents, county agricultural agents), and the resulting displays are
designed to be instructive. The presence at the fair of recreational features such as midway shows,
refreshment stands, and a rodea are incidental to tha fair's overall educational purpose.

In Revenue Ruling 68-224, an organization that conducts an annual festival centered around
regional customs and traditions is determined to qualify for exemption under section 501(cX4), The
festival takes place in an agricultural region where interest in horses and Wastern traditions runs
high and enjoys the broad involvement of local citizens. it typically faatures a banquet or barbacue,
a parade made up of lacal organizations and floats depicting community history, various contests
relating to dress and costumes traditional of the area, and a rodec. The revenua rufing holds that,
in carrying on these activities, the organization provides recreation for the community and generally
promoted civic betterments and social improvements.

Revenue Ruling 70-4 considered an organization that was formed for the stated purposes of
promoting the health of the general public by encouraging all persons to improve their physical
condition and of fostering by educational means bubiic interest in a particular sport for amataurs.
Its primary activities are directed toward raviving and promoting a sport by circulating printad
material about the sport, conducting exhibitions to introduce the sport to the public, conducting
toumaments, and giving oocasional instructive clinics. The revenus ruling conciuded that promotion
of a sport in this manner neither improves nor develops the capabilities of the individual nor
instructs the public on subjects useful to the individual and bensficial to the cammunity within the
meaning of tha Regulations and that the organization was thersfora not qualified for exemption
under section 501{c)3), but that since the organization's activities provided wholesome activity and
entertainment for the social improvement and welfare of the commuinity, it qualified for exemption
under saction 501(c)4).
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In Revenue Ruling 85-175, it was held that a trust that awards scholarships on a preferantial basis
to family members and relatives of the tryst's grantor does not award such scholarships on an
objective and nondiscriminatery basis and that such a grant program is not consistent with exempt
status under section 501(c)3) becauss it serves a private purposa of the grantor rather than a
pLblic purpose, A preference accorded to family members and relatives is not a criterion, like
financial need and academic achievemant, which s related io the purpese of an educational grant.

In Belter Business Bureau of Washington, D. C., Inc. v. Unitad States, 326 US 279 (1945}, the
Supreme Court considered the question of what it means for an organization to be "organized and
operated exclusivaly for...charitabla...or educational purposes” and concluded that, *This plainly
means that the presence of a single [nonexempt] purpose, if substantial in nature, will destroy tha
examption regardiess of the number or importance of truly [exempt] purposes.*

Application of Law

You have represented that your monthly meetings, rodeos, and other events are educationat in and
of thamselves, and that the events also serve as fundraisers snabling you to provide scholarships
to local youth for postsecondary study and to make distributions to charitable organizatlons,

Wae do not agree with the characterization of your menthly meetings and your rodeo, team roping,
and bull riding events as being exciuslvely educational, and we beligve the record of your
distributions, as well as your scholarship eligibility criteria, do not support a conclusion that your
activities have been conducted in order to afford charitable or aducational distributions.

With regard fo your monthly mestings, only half of them include a speaker presentation, and there
I8 no evidence of any other organized educationa! activity that takes place at the mesetings. The
only constant of the meetings is the opportunity for members to interact with each other over the
gvening meal. Therefore, wa beligve that, in addition to any educational purpese, an agually
imporiant purpose of the maetings is t¢ fostar, in a relaxed dinner setting, sccializing and
natworking among your membership.

With regard to your scholarship awards and contributions te other charitable crganizations, you
distributed only 4.8% of your total revenues 3s scholarships overthe 20 1020  period:
contributions to other charitable organizations ware even less, accounting for only 1% of total
revenues. Tha amounts distributed (3 +9% I were also significantly tess than tha

3 you received from sponsor donations and interest income during this period. In
comparison, § were spent on your own general expanses, including mestings, banquets,
aquipment rental and maintenance, depreciation, varicus administrative and office expensges, and
amounts paid to J to cover the $§  per head of cattie assessment. '

Over the years 20  through 20 | you also accumulated § in net incoma. In your Second
Response packet, you indicated that these accumulations were nacessary in order to pay for
renewals of scholarships by previous scholarship recipiants. However, you indicated in your Third
Response packet that the oney has not been set aside in a separate fund dedicated to
scholarship purposes, nor is the Applicant obligated to use the money for scholarships since the
awards are not automatically fenewed but must be applied for each year.
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In addition, up to December of 2¢ | scholarships ware epen only to children and grandchildren of
your members. While applicants also had to mest other criteria, the thrashold consideration was
the family relationship 10 a member. As discussed in Revenue Ruling 85-175, a preference
accorded to family members and relatives is not a criterion, like financial need and acadsmie
achisvement, which is related to the purpose af an educational grant. Instead, such preference
tonds te demonstrate that it is the private interast of the scholarship grantor that is beirg sarved
through tha awarding of scholarships, rather than the pubfic interest.

After an initiat effort to defend this limit an scholarship eligibility, you have now widened possible
racipients to include all youths in the community. However, the scholarship application continuss ta
place heavy emphasis on the applicant's involvemaent in your organization, and the scholarship
committee continues to consist solely of your mambevs.

In sum, we believe that the available financlal information Indicates that your events have not been
conducted only to raise funds for scholarships and charitable contributions, but instead serva as
your primary means of securing funding far your general operations that cannot be coverad by the
nominal § per person membershin fee. Furthermore, of the small percentage of funds that has
been expended as scholarships and charitable contributions to other organizations, the lion's share
has been used to provide a private benefit to your mambers by paying for thelr children or
grandchildren's schooling, and i is uncertain that you have sufficient controls in place in the
operation of your scholarship program to ensure that future distributions would not similarly benefit
private inferests.

Like the organization in Batter Business Bureau of Washington, D. C., Inc., you are operated io
serve a mixture of purposes, including not only educational and charitable purposes, but also
substantial purposes of proemating the cattle industry and racreation, neither of which are exempt
purposes within the meaning of section 501{cX3). The presence of thase substantial nenexernpt
purposes pracludes axemption under section 50cX3).

We would also note that you have bean and continue ta be affiliated with J, the state-lavel
cattlemen's indusiry association exempt under section 501(c)5). By the terms of such affiliation,
whichrequirea $§  per parson membership fee and an additional § per head of cattle assessmant
1o be paid to J, you cannot help but provide financial support to J's general operations and/or
activities, which are not dsdicatad io gerving section 501(c){3) purposes but to the purpose of
promoting the cattle industry. Since you have approximately 100 members, you have provided
some § to J each year, or about § over a four-year period such as from year 20
through 200 . This amount is comparable to the amounts you have distributed in scholarships and
charitable contributions and is before taking into account the additional $ dollars per cattle
assessment,

You have requested reiief under Regulatfons saction 301.9100-3 for relief from the prascribed 27-
month deadling for filing Form 1023, so that ¥ou may be freated as a saction 501(c)(3) organization
retroactive to your formation date. Sinca it is our posftion that you are not describad under section
501(cX3), this would appsar to be a moat issue. Were it not a moot issue, we would note that your
Articles of Incorporation failed to meet the organizational test of section 501(c)(3) priorto 20 in
having purposes broader than permissible under that saction; that you have not provided us with
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any particulars regarding your pre-2C  operations that would permit us to conclude you were
operated in conformance with section 501(c}(3) requirements; that you have indicated no assets
and no liabilities prior to 20 | despite having been in existence for over twenty years; that prior to
Decemberof 20 you provided private benefit to your members in the form of scholarships open
only to their close family: and that, in view of the foregoing, it appears likely to be prejudicial to the
interests of the governmant to grant relief.

Applicant's Response

In your response latter dated April 16, 2007 you disagreed with our assertion that, while you applied
under Section 501(cX3), you may be batter described under Saction 501 (c)(5).

You indicated that your aricles and bylaws bath indicate your 501(c)(3) purposes. No changes
appear to have been mads to the Certificate of Incorporation until Septamber of 20 |, In the midst
of the exemption application process, when Amended and Restated Articles of Incorporation weayre
adopted at a membership meating {per un-filed copy submitted with your Second Response packet
dated 8, responding ta our request for additional information regarding your Form 1023 application),
The Restated Articles limit your purposes to exclusively raligious, charitable, scientific, literary, and

! educational purposes within the meaning of section 501(c)(3). In fact, your response raceived T

i indicated that “we no lenger subscribe to any of the purposes listed” in your original articles.

You further indicated that you ars iike the organization in Rev. Rul. 67-216 where an organization
farmad to “instruct the residents of neighboring communities on agricultural matiers by conducting
annual public fairs and exhibitions. .. was exempt from Federal incoms tax under section 501(c)(3) of
the Code.” You believe that the ruling furthers your position when it states, in part, that “An
organization whose purpose and reason for axistence is to educate the public in useful and
beneficial subjects does not fail to be operated to educata meroly because some entertainment is
provided lo afiract the public. This is true even though the recreational aftractions and faciiitios
provide an important source of pperating revenus, Agricultural fairs have traditionally offerec!
emtartainment and recreational facilities to sttract the public.”

You indicate that you are similar to N, created in and granted 501{c)}3} examption in . N
was formad {o “encourage and promote the breeding, raising, and marketing of better livestack and
farm products at public fairs and to promote and maintain research and educational functions with
the livestock industry”.

Your April 16" response summarized your educational purposes as foliows:
1) Monthly mestings aducating members on varicus agricuitural aspects including forestry,
land management, feed, fertilizer, and conservation of the aroa's graen belt land.
2) Participation in varioys events such as rodeo, agricultural fair, and team roping events
that foster and continue the heritage of these activities and traditions,
3) Encouraging the County's youth to pursue careers in agricuiture by funding, sponsoring,
or conducting educational scholarship pragrams.

Your April 168" response also indicated your charitable purposes of g scholarship program, which is
now open to the general public, and financial support of other charitable entities.,
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Services Response to Applicant’s Position

Your articles and bylaws do now indlcate charitable and educational purposas. But, your operations
indicate substantial non-exempt purposes. Also, your website indicates your purposs is “the
promaotion of intarest in Agriculture in general and the Beef Cattle Industry in pasticular”.

Furthermore, the Restated Articles make no changes to your membership classes or the aligibijlity
criteria for each class, which continue to be directed primarily toward persons that are "angagad in
the cwnership or active support of the cattle industry or related agriculture activities”.

With regard to your ¢laim to be similar to the organization described in Revenuse Ruling 67-218, you
have presented no information to support that your events are designed to ba primarily educational
in nature. Instead, while spectators might gain some insight into cattls handling methods and
Wastern traditions by watching professional cowbays and other experts work with livestock during
the svents, the usual focus of such type events is to enthrall the audisnce with extiting feats of skill
and daring. As such, the events are no more educational than, say, watching a game of Major
League baseball would be fo somacna seeking to leam the technigues and history of the sport.

While not entirely lacking in instructive value, your events are more akin to the axhibitions and
lournaments conducted by the organization in Revenus Ruling 70-4, in that they serve to promote
intergst in rodeo and, by extension, the cattle industry, but do not improve or develop individual
capabilities or achieve public instruction within the meaning of the term "educational” as
contemplated in the Regulations.

Therefors, contrary to your assertion that your events are primarily educationat and only Incidentally
recraational, we believa the opposite is true and that the events are primarily entertainment and
only incidentally educational, consistent with Revenue Rulings 87-216 and 68-224, both of which
characterize rodeos as recreational activities. Unlika caunty fair organizations that conduct events
designed to ba educational, your eévent expenses do not constituta axempl-purpose expanditures.

You indicate that you are simiiar to N, created in and granted 501(¢)(3) exemption in .
While you may have some similarities to N, to receive exemption N had to prove that its activities
exclusively sarved exempt purposes. A review of your file and subsequent submissions do not lead
us to reach a similar conclusion In Your casa. Regardless, each arganization’s application must be
considered on the facts and circumstances of the particular casa and similaritias with an exempt
organization do not guarantes a recognition of exempt status.

Your rasponses summarized your educational and charitable activities.

While your activities may further some axempt purposes, your activities primarily congist of
organizing an annual rodeo, a team roping event, and a bull riding event in which professionat and
amateur cowboys participata in the evenits.

The bulk of your revenue comes from avent recaipts and sponsorship contributions. Event
oxpanses account for the largest part of your expenditures. Of total revenues of 3 receivad
over the 4-year period from 20 1o 20 {including $ in sponsorship contributions and
interest income), § (65.4% of revenues) were spent on the conduct of avenis,
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Your response received on the dats of 3 indicated that *professionat cowboys as well as amateur
cowboys participated in the team roping, bull riding, and the radeo events. No money was paid to
the participants directly from the crganization. Any prize money o the particiants is paid by the
organizer. The event organizer, L, was paid for their services, L was paid § h2C | &
in20 and} in20 " Therefors,in20 -20 ,17.5% (% } of your Total
Ravenus was paid to a for-profit entity, L. '

In additicn to your own events, ancther major activity for you is to take part in the county agricuitural
fair by providing concessions and parking to fair vendors and visitors. Participation in the fair has
ganerated for you an average net incoma of about § per year over the past faw years.

You also have hald membership meetings approximately 8 fimes each year. As stated in your First
Response packet, the mestings "provide dinner at [the Applicant's] axpense and interactlon
between members with the common goal of promoting the cattle industry in P County. Tha
meetings sometimes feature guest speakers cancerming forestry, land management, fead, fertilizer,
and other products for use in the industry.” In2C  speakers wera present at 4 of the 8 meetings
that year. Planning for the rodeo and other avents also take place at the mestings.

Therefore, your meetings, while providing limited educational offerings, are primarily for the benefit
of your members and to plan for the conduct of your primary activities, the rodeo and other events,

During2t -20 % (4.8% of revenues) was distributed by you as scholarships and
contributions to other organizations (4-H, Future Faimers of America, etc.} totalad § dollars
(1% of revenues).

In the past, your scholarships have not been selective; instead, your policy has been to award a
schoiarship to all qualified applicants to the extent possible. Furthermore, scholarships wers open
only to children and grandchildren of members who have been part of your crganization for a
minimum of two years. Now you state scholarships will ba open to the general public. However,
the scholarship application continuss to place heavy emphiasis on the applicant's involvemant in
your organization, and the scholarship committee continuas to consist solely of your members.

Therefors, the scholarship program appears ta primarily serve the private interests of your
membership.

You cite your support for charitable organizations as a positive factor in considering your application
for exemption. As mentloned previously, 1% of your total revenus from 20 -20  was contributed
t0 exempt organizations. This Is an insubstantial amount. Furthermore, thare is no evidence in the
file that support for othar charitable organizations is a major activity on your part.

Conclusion

Based on the above, we do not believe your purpose as demonstrated by your operations is
exclusively charitable or educational within the meaning of section 501(c)(3).
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Your primary activity, as shown by your record of operations and financiat submissions, consists of
organizing an anpual rodeo, a taam reping avent, and a bull riding event in which professional and
amateur cowboys participate in the events. Thess activities primarily serve non-exempt purposes.

Your mestings are conducted primarily ta benefit your membership. Benefits o the public are
incidental. Your schotarship program, before 2C |, was clearly a substantial private benefit that
precluded exemption because it bensfited only children or grandchildren of your membership,

While you have revised the program, it is not evident that the changes will guarantee public
purposes are sarved because the scholarship application continues to place heavy emphasis on the
applicant's involvemeant in your organization and tha scholarship commitiee continues to coOnsist
solely of your members, Finally, your support of other organizations is an insubstantia) activity and
doss not overcome your other nan-axempt activities.

Accordingly, we conclude you do not qualify for exemption under Code section 501(c)(3).

Therefore, you will be treated as a taxable entity and are requirsd to file Fedaral income tax retums
on Form 1120.

Contributions o you ara not deductible under section 170{c}(2) of the Code.
Retroactiva Ex tion

Your Articles of Incorporation failed to meet the organizationai test of section 501(c)(3) prior to

20 . You hava not provided us with any particulars ragarding your pre-20 operations that would
parmit us to conclude you were operated in conformance with section 501{c)3) requirernents. You
have indicated no asssts and no labilities prior fo 2C , despite having been in existence for over
twenty years. Prior to Dacember of 20 you provided substantial privats benefit to your members
in the form of scholarghips open only to their close family members. Therefore, it would be
prejudicial to the interests of the governmant to grant relief, and, if the issue should ever become
applicable, we conclude that retroactive exempticn should not be granted.

Non-501{c¥ 3} Status

As you have refused consideraticn of exempt status under other paragraphs of secticn 501{c), we
did not develop possible non-501{c)(3) status.

Appeal Rights

You have the right to file a protest if you believe this determination is incorrect. To protest, you
must submit a statement of your views and fully explain your reasoning. You must submit the
statament, signed by one of your officers, within 30 days from the date of this letter, We will
consicter your statement and decide if the information affects our determination. If your statement
doses not provide a basis to raconsider our determination, we will forward your case 1o our Appeals
Office. You can find mere information about the role of the Appeals Office in Publication 892,
Exempt Organization Appeal Procedures for Unagreed Issuas,
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Types of information that should be includsd in your appeal ¢an be found on page 2 of Publication
892, under the heading “Regional Office Appeal”. The statement of facts {item ¢) must be declared
trua under panalties of perjury. This may be done by adding o the appeal the following signed
declaration:

“Under penalties of perjury, I declare that | have examined the statement of facts prasented in this
appeal and in any accompanying schedules and statements and, to the best of my knowladge and
belief, thay are frue, cofrect, and cornplete.”

Your appeal witl be considerad incomplete without this statement.

If an organization's representative submits the appeal, a substituta declaration must be included
stating that the representative prepared the appeal and accompanying documents; and whather the
representative knows personally that the statsments of facts contained in the appea) and
accompanying documents are true and correct.

An attorney, cartified public accountant, or an individual enrciled to practice before the Intemal
Revanue Service may represent you during the appeal process, I you want representation during
the appeal process, you must file a proper power of atiorney, Form 2848, Power of Attorney and
Declaration of Representative, if you have not already done so. You ¢an find more information
about representation in Publication 847, Practice Before the IRS and Power of Attarney. All forms
and publications mentioned in this letter can bs found at wWww.irs.gov, Forms and Publications.

i you do not fils & protest within 30 days, you will not be able to file a suit for declaratory judgment
in court bacause the Internal Revenue Service {IRS) will consider the failure to appeal as a failure
to exhaust available administrative remedies. Code section 7428{bX2) providaes, in part, that a
declaratary judgment or decree shall not bs issued in any proceeding unless the Tax Court, the

If you do not infend to protest this determination, you do not nead to taka any further action. If we
do not hear from you within 30 days, we will issue a final adverse determination letter. That letter
will provide information about filing tax returns and cther matters.

Please send your protest statement, Form 2848, and any supporting documents to the applicable
address:

Mail to: Deliver to:
Intermal Revenue Service internat Revenue Service
EO Determinations Quaiity Assurance EC Determinations Quality Assurance
Raom 7-008 550 Main Street, Room 7-008
P.C. Box 2508 Cincinnati, QH 45202

Cincinpatl, OH 45201
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You may fax your statement using the fax number shown in the heading of this letter. I you fax
your statement, please cail the person identifled in the heading of this istter to confirm that he or
she receivad your fax.

Woe have sent a copy of this letter to your representative as indicated in your power of attornay.

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

Sinceraly,

Rob Chai
Director, Exempt Organizations
Rulings & Agraements

Enclosurs, Publication 892



