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Hovie oo,

Dear Applicant:

We have congidered your application for recognition of exemption from
Federal income tax under asection J01l(c) (3) of the Internal Revenue Code.

The information sulmitted £ndicates that you were incorporated under the
State of [ fon-Pro£it Corporation Act on You ware
oxrganized to provide, maintain and distribute the amual net income from
your farming and venching ministry in the form of charitable gifts,

grants and contribuiions to needy individuals and families, needy raligious
organizationsa, felloweghips, ministrieg, and/or schools. The contributions
and charitable gifts are to bz used by applying the Scriptual principles,
precepts and values to the immediate spiritual and natural needs of
individuals, groups and society as a whole through the action of giving

to the needs.

You will operate three types of ministries. The charitable mindistry
will ba primarily for seeking out and giving charitable contributions in
the forn of monay, goods ox services to needy individuals, femilies or
organizations. The religious ministry will establish and support a
community centexr to teach and ingtruct individuals of all age groups how
- to operate 4n the gifts of the Spirit and to establish and support a
regional annual religlous festival for teaching, nmusie, praise and
prayer. The f£arm and ranch ministry will raise funds by operating a
working cattle ranch and through the sale of natural resgources. Funds
from the farm and rauch ministry will be used to finance the other two
ministries. \

Financial data submitted with the application indicates that ranch and
farm operations are very substantial, Your average livestock inventory
is aboug\F head and your farm approximately [l acres of land. Your
average livestock production 1s approximately 10unds per vesr
and your average crop production is approximately tong par year.
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. Since the rasch operations ‘are a substantisl pavt of your activities,

i

Section 5\‘1((:) of the Code describes certaln organizations exempt from
FTederal . 1u:0m:, tax under. section 501(a) and reads, in part, as follows:

"(3)Corporac..ons, %% fynd, or Foundation, organized and
operated exclusively for religlous, chariteble, scientific,
*t% literary, or educational purposes, or to foster national
or internatfonal amateut sports compatition (but only 1f no.
part of its activities involved the provision of atbletic )
facilities or equipment), or for the prevention of cruelty to .
childrea or animals, no part of the net earnings vhich inures -
to the benefit of auy private shareholder or individuel, Bo-
subataptial part of the astivities of which is carryipg on
—pror*aganda, or otherwise attempting, to influence legialm:ion
(except as othexrwise provided in subsection (h)), and which
doas not participate in, or intervene in (including the
publishing or distributing of statements), any political
campaign on behalf of any uandidate for. public aff:lce."

Section 1. 501(c) (3)-1 of. the regulax:ions provides, in patt, as follows:

(e) (1) An organization may meet.the requirements of seerion SDl(c) (3)
altpough it operates a trade or buginces as a subatantial part of
ite activities, 1f the operation of such trade or business 48 in .
furtherancs of the organization's exempt perpose or purposen ‘and
1f the organizaticn is not orgapized or operated for the primavy -
purpose of carrying on an unrelated trade or business,

as defined in gection 513, In deternining the existence or mon-
existence of guch primary purpose, all the ciscumstancas must be'
considered, including the size apd exvent of the trade or business
and ‘the pize and extent of the activities which are in furtherance
of one or more exempt purposesa.

Baged on the dnformation ‘submitted, it :La held thet your primary purpose
1g the gperation of an unrelated trada or buginess. Your cattlas rauch
is conaidered to be an unvelated trade or business because it is'a trade & .
or business, it is regulnrly “carried on, and it 4s not subgtentially.
related to your charitable and religlous purposes. The fact that the
profits derived from the ranch are used to finance your exempt purposas
does not maoke such ranch operat.ions related to your exempt.purposes.

you ara not ocperated exclusivel v for exempt purposes. In Better Business '
Buresu ys U.8., (326 U.8..279(1945))., the Supreme Court of the United '
Stetes sald "This plainly means that the presence of s single noneducational
purposé, if subgtantial ir nature, will destroy, the exemption rogardleeg

of the number or imrortance of truly educational purposes." Revenue

Ruling 74~553, 1974-2 Cumulative Bulletin, 168 provides that this rationale .
appliee equally to any category of charitable purpnses under aect:ion
501(c) (3) of ti= Code. . ;
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Accordingly , 1t is hgld r.hat you do not qualify fct exemption from.
Fedoral incoms tax under section 501{c) (3) of the Code. You are requi.red
to file an annual Federal income tax feturn on' Ferm 1120. =~ . ;

Contribucions, bequcsts, 1egaCies, deviaea, cransfers, or gift.s £o you
are not deductible under sections 170, 2055, 2106, and 2522 of - the Code.
Lo ‘ If you-agree with these conclusions or. do not wish.to file 2 writted
! protest, please sign snd returm Form 6018 In the, enclosed aelf—addmssed
envelope as . soon §8 possible. Lo

If you do not agree with these conclusions, you may, within 30 days from

the date of this letter, file in duplicste a brief of the facta, law, L
and srgunent that clearly, sets forth your paait:ion. If you ‘dagire an” -
oral discussion of tha issue, please indicate this in yoﬁr protact, .The ) o .
enclosed PublLcation 892 give;s :Lnst:uctions for f_ling 4 protest. : N

If you do ot file a protest with this office with:!_u 30 days of the date . i
of this report or letter, this propoaed detem:!_nation w:lll bacome final. e

oo If you do ncvt proteut thiy p!or)csed detemimuon '.Ln a timely manner,

o . 1t will be considered by ‘the: Interpal Reyemie  Service.as d fa:L’l.ure to -

Lo . exheust available ddniniatrative - remedies,. Section, 7428(b) (2) of .the.
Intsinal Révenue Code provides in part that, "A declarm:ory 1udgment: or
decree undexr this sectlon shall mot, ba dgsued in any, proceeding unlesa® >
the Tax Court, the (:ourt of cla:!.ms, or the distriet court of “the United

- States for.the District of Columbia detamix‘es that the organization .
involved ines exhausted administrative temediea availsbla to- it w:tthin T
the Internal Revenue Service." oy . . A . BRI

If this dete.rmimtipn letter bacomes’ 8 ‘inal dete"mnatiou, we will N e
notify the apprapriate ‘State Orficials, as required by Bect:it:m 6104(c) = - ..
of- the'Coda, that: baaed en’'the :lnfcrmtion we have; we are upable go '~ SO
recogniz; you as nn organizacion “of the type described in cOdc section
501(¢c) (3 AL o i R

S i dincerely,

Enclosures:
Publication 892
Form 6018






