Internal Revenue Se:vice Department of the Treasury

Southwest Region Address any reply to Appeals Office
Room 12825, 1100 Commerce St.,
Dallas, Texas 75242
Person to Contact:
Telephone Number:

Refer Reply to:

PSJAN 0 4 1984

CERTIFIED MATL

Dear Sir or Madam:

This is a final adverse determination with respect to your exenpt
status under section 501(c) (3) of the Internal Revenue Code.

Our adverse determination was made for the following reasons:

You are not organized and operating exclusively in furtherance of
one or more of the exempt purposes described in I.R.C. section 501 ({c) (3)
and the regulations praomilgated thereunder. Specifically, your
activities are not exclusively charitable and educacional within the
meaning of I.R.C. section 501(c) (3) and you provide benefits to members
which constitute the inurement prohibited by I.R.C. Section 501(c) (3).

Contributions made to your organization are not deductible under
section 170 of the Interral Revenue Code.

You are required to file Federal income tax returns with your
Service Center Director for taxable years for which the filing date of
the appropriate return has passed. These returns should be filed within
60 days of the date cf this letter. Processing of an income tax return
and assessing any taxes due will not be delayed because a petition for a
declaratory judgment has veen filed under section 7428 of the Internal

Revenue Code.

We will notify the appropriate state officials, as required by
section 6104 (c) of the Code, that based on the information we have .
available, we are unable to recognize you as an organization described
in section 501(c) (3) of the Intermal Revenue Ccde.



If you decide to contest this determination in court, a petition for
a declaratory judgment proceeding in the United States Tax Court, the
United States Court of Claims, or the United States District Court for
the District of Columbia nust be filed within 90 days from the date this
determination was mailed to you. Contact the Clerk of the appropriate
court for rules for filing petitions for declaratory judgment. For more
information, please see the declaratory judgment section of the enclosed
Publication 892.

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

Thank you for your cooperation.

Sincerely,

Associate Chief, Appeals

Enclosure:
Publication 892

cc: N
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Dear Applicant:

Your application for exemption from Federsl incom: taz under section 501(c)(3)
of the Internal Revenue Code has been considered.

The infornution submitted discloses that vou were incorporated—
B, snder the B YNon-Profit Coxporation Act. Your primary purpose g
described as fostering the appreclation of music, eapecially

music.

You state thet you will zccomplish your purposes by presenting public concerts,
conducting classes in the history of *music, offaring music

lessons to area youth, operating a musicluns' referral service, &nd
establishing a fund to benefit arec musicians who suffer some tragedy. Your
activities prior to I, h2ve included three lectures on music
history, and some music lessons. WNo information has been made avalleble
regarding the number and frequency of concerts, the number znd types of
referrals, or the number of persons given relief funds.

Financizl support is to be from member dues, concert charges, bencfit dances,
and public contributions. Financlel information as of

submitted with the application, shows receipts of SHJEEE fror cdues and <--
from dances. Expenditures shown include cost of dances SHJl, donations to
ncedy Iirndividuals s-, and attorncy fees and miscellancous expenses of
Si- The proposed budget submitted shows anticipated recelpts for two years
to be dues SHENEEE, dunces § and donations of SHEM Expenditures are

expected to be dences S-, needy individuals $_, end miscellarfeous
- |

o

Ir & letter c.m.ed_ iou erplain that benefits to members are

1listed as the referrzl service, § emergency loan fund, access to association
wctivities, and group rates for health insurance. The musician referral
service is a benefit granted to assoclation members to connect them with
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meabers of the gencral public whe need music. ALd ie provided to aren
rmusicians and their familice ae their nceds vequire,

Scetion 301(c) of the Codi cescribes certain organizations exempr from Foderral
income tax under section 501(a) and reads, in part, as follous:

"(3) Corporations, *#* fynd, or founduition, organized 2nd
operated excluasively for religlous, charitable, scientific,
**% litersry, or educatlonal purposcs, or to fostoer national
or ‘{nternationsl amateur sports coupetition (but only if no
nare of ite activities involvad the provisien of athletie
facilities or equipment), or for the prevention of cruclty to
chiltdren or animels, no part of the net rurnings which inures
to the benefit of any private gharcholder or lndivudual, no
substantial part of the activitles of which 1s carvying on
propagandi:, or otherwlse attempting, to influcnce legiclation
(exeept os othuswise provided in subscction ()), ¢ which
does not particlpate in, or intervenc in (including the
publishing or distributing of svatements), zny politiccl
campsign on hehalf of any candidate for public office.”

Seetion 1.501(e)(3)=1 of the regulaovlons provides, fun part, &8 Follous:
"(a)(1)In order to be exempt us an organization deseribad Zn
section 501(c)(2), an orvganizotion must be both orginized und
operated exclusively for one or more of the purposes
specified in such section. I€ an orguniziotion {nils to mweer
either ths organizational test or the operational test, it ie
not oxempt.”

"(hY(1)(5i)An organization is orgenized oxclusively for one or more
exenpt purposcs only 1f its articles of organization (referred to in
thiz section ss ite "srticles") s defined fn subparegraph (2) of -
this puragraph:

(¢) Limit the purposcs of such orgunizition to onec or wmore
cxempt purposes; and

(£} Do not cxpreacly empownr the wvgenization to engage,
otherwise than 2s an insubstantisl part of its zctivities, In
act Svitics vhia In themeolvees are pet in furtberence of one o

Qore: CXCMPL purposes.”

{ izetton i not orpanizad cxelusively for onc or
- weoph purposes if its articles cxpressiy empov it to carry
on, otherwise than ay on insubstantial psact of its nctiviti
activitica which sre not in furtberance of one or more cxemph
purpeses, even thongh such orgenlzition is, by the terms of surch
articles, created for a purpose that 12 no brozder thun the purposcs
speeificd in scetion 501{e){4). F% ¥
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"(e)(1l) Primary setivities. An organization will be roegarded as
"operated exclusively" for one or more exempt purposes only if it
engoges primarily in activities whilel cccooplish one or wmore of auch
excopt purposes specified in section 501(c)(3). An organization
will pot be go ragarded if mors than ap Insubstantiel part of its
activities 18 not in furtherance of sn exempt purposc.”

“(d)(i)(ii) Ln orgunization is not organized or operated cxciusively
for one or wore of the purposes epecified in subdivisfon (1) of this
subp 'vograph unless it serves o pubiierather than & private
interest. Thus, to meet the requirement of this subdivision, ir is
necessary for an ovganization to estgblish that it i not organized
or opersted for the bencfit of private interests gnch as designated
individuels, the creator or hile family, shareholders of the
organization, or persons contrclled, direccly or indirectly, by such
privuie intarcsts.”

In comstruing the meening of the phrase "erclusively fer educstionsl
purposcs” in Better Businzss Bureau vs U.S. , (326 U.S. 279(1%45)), Lhe
Supreme Court of the United Ststes said, "This plainly means that the
presence of & sinpgle noneducational purpose, if substantial in noture,
will destroy the cxemption regeraless of the number or importance of

truly educational purposes”. According  to Rewanue Ruling 74-553, 1574—
2, Cupulative Bulletin 168, this rationale applies equally to any category
of charitable purposes under Section 501(c)(3) of the Cods.

In Revenue Ruling 61-170, 1961-2 Cumuleiive Bulletin 1.2, a nurses
asscciation which msintained on employment register primarily for the
employment of 1te members wus not entitled to Exemption under section
5G01¢c)(3). Uncer the particular facts, it wvac promoting the interests of
the individuals membors.

Bosed on informatfon submitted, wa have concluded thet you are angaged in
noneducational, noncharitable activities such zs a musicians referral
gervice and insurance and other henefits to werbers. These sctivities
appear tn be substenticl in nature and serve a private rather than a
public purposc.

it fs held thot you do not qualify for exemption under the

provi..lou0 cf scction Sﬂltc\(a) of the Codea.

Llews, thereiore, that contributions to you ure not deducrible by

Tv fe
donors under section 176 of the Code.
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1f you agree with these counclusions oy do not wish to file 2 wrilten protest,
please sign snd veturn Form 6018 in the cnclosed szelf~sddressed envelope as
scon cs possible.

If you do not agree with these coneluzione, you may, within 30 days from the
date of this letter, file in duplicate a brief of the fects, law, and argument
that clearly sete forth your position. 1If you desiré an oral diccussion of the
issue, please indicate this in your protest. The enclosad Publication 892
gives Ingtructions for £iling a protest.

If you do not file a protest with this office within 30 days of the dote of
thig report or letter, this proposed determination will become final.

if you do not protest thils propoced detertdnation in 2 timely mannor, it will
be considercd by the Internal Revenue Scrvice as a fzilure to axhsust svailable
administrative remedles. Section 7428(b)(2) of the Internal Revenue Code
provides in part that, “A declaratory judgment or decrce under this section
shall not be issued in any proceeding unlees the Tax Court, the Court of
Cizimg, or the district court of the United States for the District of Columbie
deterimines that the organization involved hae exhauvsted administrative ramedilcs
avallable to it within the Internzl) Revenue Service.”

If this determination letter becowmes s flnal determination, we will notify the
appropriate State Officials, as required by section 6104(c) of the Code, that
based on the Informatlon we have, we are unable to recognize you as an
organizetion of the type described in Code section 501(e)(3).

Sincerely,

District Director

Enclosures: Publ. £92 .
Form 6013






