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Employer I d e n t i f i c a t i o n  H e r :  
********** 

Person t o  Contact:  * * * *  ****** 
Telephone Number: ***********   
Refer  Reply to: 

I n t e r n a l  Revenue Serv ice  
**** **** ********* **** * * * * *  
****  **********  ****** * * *   
*******  * *  ***** 

Dear Applicant:  

We have considered your a p p l i c a t i o n  f o r  recogni t ion  of exemption from Federa l  
income t a x  under Sec t ion  5 0 1 ( c ) ( 4 )  of t h e  I n t e r n a l  Revenue Code. Based on t h e  
information submitted, we have concluded t h a t  you do no t  qua l i fy  f o r  exemption 
under t h a t  s ec t ion .  

You were incorporated on, **** **  **** under t h e  nonpro f i t  corporat ion laws of 
t h e  S t a t e  of ******** . 

Your purpose a s  s t a t e d  i n  your organizing document a r e  a s  follows: 

To se rve  as an a s s o c i a t i o n  of u n i t  owners who own r e a l  e s t a t e  and 
improvements under t h e  condominium form of ownership a s  provided i n  t h e  
Condominium Ownership Act under t h e  laws of t h e  S t a t e  of ******** . 

To serve  a s  a means through which t h e  u n i t  owners map c o l l e c t i v e l y  and 
e f f i c i e n t l y  adminis te r ,  manage, opera te ,  and c o n t r o l  t he  Condominium i n  
accordance with t h e  Condominium Ownership Act, Declara t ion ,  and By-laws. 

The a c t i v i t i e s  c a r r i e d  on by your organizat ion a r e  as fol lows:  

The ownership and maintenance of common a reas  wi th in  and without  t he  
condominium bui ld ings ,  i nc lud ing  vacant  land des ignated  a s  open spaces 
and p i e r  and boat docking f a c i l i t i e s  on **** ******** . 

Sec t ion  5 0 1 ( c ) ( 4 )  of t h e  code provides f o r  t he  exemption from Federal  income 
tax  of c i v i c  leagues o r  o rgan iza t ions  not  organized f o r  p r o f i t  but operated 
exc lus ive ly  f o r  t h e  promotion of s o c i a l  welfare.  



******* ***** ** **** ********  -2- 
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Sec t ion  l . S 0 i { c ) ( 4 ) - 1 ( a ) ( 2 ) ( i )  o f  t h e  Income Tax Regula t ions  provides t h a t  an 
o rgan iza t ion  is operated e x c l u s i v e l y  f o r  t h e  promotion o f  s o c i a l  welfare i f  i t  
is pr imar i ly  engaged i n  promoting i n  some way the  common good and genera l  
we l fa re  of  t h e  people of t h e  community. An o rgan iza t ion  embraced wi th  t h i s  
s e c t i o n  is one which is operated pr imar i ly  f o r  t h e  purpose of br inging  about 
c i v i c  bet terments  and s o c i a l  improvements. 

Revenue Ruling 74-17, 1974-1 C.B. 130, holds t h a t  an organiza t ion  formed by 
t h e  u n i t  owners of a condominium housing p r o j e c t  t o  provide f o r  t h e  
management, maintenance, and c a r e  of the  common a r e a s  of t he  p r o j e c t ,  as 
def ined  by S t a t e  s t a t u t e ,  wi th  membership assessments pa id  by t h e  u n i t  owners 
does not  q u a l i f y  f o r  exemption under Sect ion 5 0 1 ( c ) ( 4 )  o f  t h e  Code. 

Your o rgan iza t ion  does not  q u a l i f y  f o r  exemption under Sec t ion  501(c ) (4 )  of 
t h e  Code because of t h e  e s s e n t i a l  na ture  and s t r u c t u r e  o f  a  condominium system 
of ownership. The r i g h t s ,  d u t i e s ,  p r i v i l e g e s  and immunities of t h e  members of 
u n i t  owners i n  a  condominium prope r ty  der ive  from, and a re  e s t ab l i shed  by, 
s t a t u t o r y  and con t rac tua l  p rov i s ions  and a r e  i n e x t r i c a b l y  and compulsorily 
t i e d  t o  t h e  owners i icquis i t ion  and enjoyment of  h i s  proper ty  i n  the  
condominium. I n  add i t ion ,  condominium ownership invo lves  t h e  maintenance and 
c a r e  o f  many so-cal led common a r e a s  which necessa r i ly  c o n s t i t u t e s  t h e  
provis ion  of p r i v a t e  b e n e f i t s  f o r  t h e  u n i t  owners. 

Based on t h e  foregoing, we have concluded t h a t  your o rgan iza t ion  is operated 
p r imar i ly  f o r  t h e  p r i v a t e  b e n e f i t  of your members and any bene f i t s  t o  the  
community a r e  not s u f f i c i e n t  t o  meet t he  requirement o f  t h e  regula t ion  t h a t  an 
organiza t ion  be operated p r imar i ly  f o r  t h e  common good and genera l  wel fare  of 
the people  of the  community. Accordingly, we hold t h a t  you a r e  not  exempt 
from Federa l  income t a x  a s  a s o c i a l  welfare organiza t ion  under Sect ion 
501 ( c )  ( 4 )  of t he  Code and a r e  requi red  t o  f i l e  Federa l  income t a x  r e tu rns  
annual ly.  

A homeowners a s soc ia t ion  t h a t  is n o t  exempt under Sec t ion  501(c) (4)  and t h a t  
is e i t h e r  a  condominium management a s soc ia t ion  o r  a r e s i d e n t i a l  r e a l  e s t a t e  
management a s soc ia t ion  gene ra l ly  may e l e c t ,  under t h e  provis ions  of Sec t ion  
528, t o  r e c e i v e  c e r t a i n  t a x  b e n e f i t s  t h a t ,  i n  e f f e c t ,  permit the  exclusion of 
its exempt funct ion  income from i ts gross  income. The e l e c t i o n  i s  made each 
year by f i l i n g  Form 1120-H. For more information, s e e  Publ ica t ion  588 Tax 
Information f o r  Homeowners Associa t ions .  

Cont r ibut ions  made t o  you a r e  n o t  deduc t ib l e  by t h e  donors a s  c h a r i t a b l e  
con t r ibu t ions  a s  defined i n  Sec t ion  170(c)  of the  Code. 

I f  you do not  agree with these  conclusions,  you may wi th in  30 days from t h e  
d a t e  o f  t h i s  l e t t e r ,  f i l e  a b r i e f  of t h e  f a c t s ,  law and arguments ( i n  
dup l i ca t e )  which c l e a r l y  s e t s  f o r t h  your pos i t ion .  I n  t h e  event you d e s i r e  an 
oral d i scuss ion  of t he  issues,. you should s o  i n d i c a t e  i n  your submission. A 
conference w i l l  be arranged i n  t h e  Regional Off ice  a f t e r  w e  have had an 
oppor tuni ty  t o  consider  t h e  b r i e f  and it appears  t h a t  t h e  conclusions reached 
a r e  s t i l l  unfavorable t o  you. Any submission must be s igned b y  one of your 
p r i n c i p a l  o f f i c e r s .  I f  t he  matter is t o  be handled by a r ep resen ta t ive ,  t h e  
Conference and P rac t i ce  Requirements regarding the  f i l i n g  of a power of 
a t to rney  and evidence of  e n r o l l n e n t  t o  p r a c t i c e  must b e  met. We have enclosed 
Pub l i ca t ion  892, Exempt Organizat ion Appeal Procedures f o r  Adverse 
n a + a r m i n a + ; n n c  t.vhi~h nvnl a i n c  ; n r l n f a i  1 vnrrr r i n h f e  anrl n r n ~ n r l i r r n n  



******************************

Please keep this determination letter in your permanent records. 

If you agree with this determination, please sign and return the enclosed Form 
6018. 

*********** ****
Distrlct Director 

Enclosures: 
Publication 892 
Form 6018 


