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1'1(! I r~ tv t*  t : o r n p l  rll.rtl 011 r' c:t,tlaltlern tiofr a£ your 8 far  rncnqn kt.! on (sf 
~ x ( s ~ n p ( . f  0 t h  l t otn t r?Or * rn l  1 t r~u~nt? tnx t~ridar ~ l ~ u t 1 0 1 ~  3 the lrrtsrrrnl 
V I  0 1 .  we O,IVI?  ( :or~cl~~t l r i t l  t l ~ n b  you do not: racorjrrltlan of 

t!of;(! I l l f l  i 0 1 1  ( t l  19 ( * ~ l l l f l  l ! \ t !~ l  ~mlow. 
I ~ Y , ~ - ~ ~ I ~ ) ! . ~ O I I  I 1011) I t *< ln t r i t l  I:v:c>mn a.nx tiritlsr blrdt @ @ s t  lor  onr 

' I. 

YOII wr r t  c r  L r l c : r ~ ~ l ~ ( ~ t . . ~ l . r ! t l  n u  n Oomoot La Ilo********* *******   t  Corporntiori 
~~tr t \o t .  t.!rrr 1:lwa of (.Im Stnlrs at ********  on ********* **  ***** . Your ptlrpoae n i  - 
r r t 6 l t r _ r t l  I n  I l \ o  A~. t l~ : l uu  of f t~cokpora t~on  i r  to ongago in atry lawful ao t  o r .  
nc:tlvl  t y  fo r  wlrir:lr ******  f i t  cotparntlonm may bo arqanlsad undcrr tits Canornl 
< !orporn~{or ,  t,nw of ******* a* Said corparatian i r  organized e ~ c l u n i v a l y  lor  
clrnr i tab1 u ,  t . ~  1 iq loua,  sducrrt laor\, rrnd ou ien t l f io  purpoaae, inoludlng, far 
IJ"i'pr>nc?, ttm m a k i n g  of c l i e t r lbu t io f i  t o  organizationr thgt q u a l i f y  an axampt 
o r q , l ~ \ i ; ! , ~ t i o t r ~ ~  I I I I L ~ C ~  :'n(?tLo!t 501(c)  ( 3 )  OE tho Intorn81 Revontra Gala cat 1354 (or  
cot rc.tpo~rdi~rcj j ~ r c ) v l n i o n *  of any futilro Ur~ited Statam In tarnal  Revonuo L a w ) ,  

Yotlr- nl)pl ic t i t io t \  eslnLoH t h a t  your rlmary purpoos i r  t o  operato n 
nt.nt,c%-W~CI~? electronic natwork w h l c l ~  w f  f i pravida a variety of informat,ion, 
'I'lrlr; trotwork w i l l  110 mada n v a ~ l n b l o  t o  a11 ********** o tor 8***** cJr morrtk or 
S***** n yonr,  ~ h c r s  w i l l  ha no chargo f a r  poopla w i t h  d l e e b l l i t  f @ a ,  
/bcj~:rlcj #!:I or  t)11:1 i rrcnnon who wiell to  advar t t ro  t h e i r  rorvicv on-llns w i l l  ba 
cl\arcjc?rl t)otwac!n $*** and $****  par  yoar. Honoy gonoratod from t h o  nr>t,work w i l l  
1 ) ~  unecI 13 ~ I J T C I ~ ~ D O  ant1 dorlata computer aqulpmont to  paoplo w i t h  dl lsebl l i t for  
wlla cntrrrot: clf ford I t ,  

Your laLt.cr da t ed  ***** **** **** otataa t h a t  **  1  of your timo and af**rt i e  
t tpt*nt j r ~  prtwidinq cornputor oquipmont to  paoplo w i t h  d l a abL l i t i a s  and ** 0 is  
@pent carrying an t h o  notwork ac t i v i t y .  

Dy s c l l i ~ i ( ~  nccaon t o  tlro natwozk t o  the  general public,  you can provide a 
ntrontj financinl hnaa Car your programa and make them lare dependant on g ran t s  
,lrrtl i9 t r l ) l  ic csrrtr l b\~;iar~n , 

YOU indicnta  **  % of your t imo i o  fund-ralring and marketing. You do 
p r a n ~ n t . n t , i o r \ n  t o  vnl lotrn cjxoupo who I~nva in ta rao t  In ueing tho natwork and 



alno thosa who hnvo tho potential to provide funding. You also deeign and 
p r i n t  hrochuras, Eliars, tu~inans cards, stationary and othor printed matorial 
uocd t o  ieiform tho public of your mission. 

I 

Y o ~ c  lorrnntion was initiatad by **********. --. 
I 
I 

C u r t c ~ t l y  Lhcrc aro no paying poeitione in tho cot oration. 0nc.p an 
n c i e c l r r n l ~  l o v o l  of Curatling ia roached, a director'# poe f tion and an 
nd;r i.nis4 t ; r n t l v  paai tion will ba fundod. fiowever, you will continue to rely I 

l~r?nvi  1 y or1 v o l  lr tltaare . Many of your voluntoerlr come from poaplo yo11 tinvo 
nat.vr*tl. 

I 

!;nct.lo~~ f jOl  (c) ( 3 )  of tlra Cacie  provide^ for t h o  laxamption from tatlorn1 
tticorticl Lnx o l  s r q . ~ r r l ~ n t l o n n  orqanizod and o sratad oxcluoivoly for chnritoblo' 
l)ul*l)ottr?~~, tto pnr l .  of Lllo trot anrn ir iq~  of wh f ah itrurbm to tho benofit: of any 
pr  ivnta nlla~,ol~oldcr o r  i~rdFvLdua1. 

I 

Scctiori 1.501 (c) (3)-l(a) (11 of the Xncome Tax llogulationo providoa that, 
itr ordcr Lo bo exempt a a  an organization doacribud in raction 3 0 1 ( c ) ( 3 ) ,  an 
orqnlrizution nuot bo both organized and operated for ono 02: more of tho 
purporran r;j?ri.cif ietl in tl~c eaction. I f  en organizntion faile to moot oithor 
r.lrtt ot+r jnt l i zn t . i  o t m  or operational toet, it ir not oxempt . 

Sect1011 1.501(~)(3)-l(b)(l)(i) of tire Ragulatione providor that an 
ot,(j~~111.~ntior1 iu orgarlired oxcluoivoly for one or moro oxampt purpoaae only if 
i t n  n r t i c l u n  of orgal~izntiont ( n ]  limit the purposoa of ouch organization to 
nrlo or nicro czxnrnpt purpouoa; and (b) do not exprarsly empower tho organization 
LO orlqaqc, otlror than an an ineubetantial part of ite actfvitios, in 
nct;i.v i t i c n  wliicll in ttlemoalvoe are not in furtherance of one or moro exempt 
P\lT[)OBCU 

Section 1.501(~)(3)-l(b)(l)(iii) of the Regulations otatee, "An 
o r g c ~ n i z n t i o n  i a  n o t  organized cxclueively for ono or more oxompt purposes if 
i t o  n r t i c l a s  cxprcssly fimpower it to carry on activities which ore not in 
furthcrancc of onc or moro oxampt purposee, even though such organization is, 
by tit le terms of arlch articloa, cr~atad for a purpoea that ie no broader than 
thrj purpor~~a ttpcci fictl in roction 501 c) (3). Thuo, an organization ttrot i s  

2 I cmpoworud by its articlaa "to an age n a manufacturing bueineesHt or "to 
cnqacjo i n  tilo opuratian of a ooc al clubm does not most t l ~ a  organizational 
t o u t  roqardlaan o f  tho fact tllnt i ts  articles may etate  that such organization 
f i a  crcrstod "for cllaritaklo purpoooci w i t h i n  tlro meaning of eaction SOl(c)(3) of 
t l ~ c  Coda " 

I section 1..501(~)(3)-l(b)(l)(fv of tho Ragulations provides that in no 1 caao sllnll an orgnniration bo cone dered t o  be organized excluuivoly for one 



exempt purpose 
uch an organiza 
i o : ~  S O l ( c )  ( 3 ) .  

t h e  terms of i t s  a r t i k l e o ,  t h e  purposes f o r  
reated a r e  broader than t h e  purposes spec i f i ed  
ion,  t h a t  regulat ion provides t h a t  an 

c rganiza t ion  w i l l n o t  meet t h e  o rganiza t iona l  t e s t  a s - a  r e s u l t  of 8tatement.s o r  
o the r  cvidenca t h a t  t h e  members thereof intend t o  oderate  only i n  fur therance  
of one o r  more exempt purposes. 

Your A r t i c l c s  of ~ n c o r r o r a t i o n  s t a t e  t h a t  your purpose i s  t o  engage i n  any 
lawftll a c t  o r  a c t i v i t y  fo r  wl~ich non-profit   corporation^ may be organized 
u n d e r  t h e  Canoral CorporaZion Law of *******  . Engagin? i n  any lawful a c t  o r  
a c t i v i t y  f o r  which non-p*:ofit corporatione ma be organszed under the  General 
Corporati.on ~,aw of *******  i n  inconoietent  w 1 t h  boihg organized exclusively 
tot. orlcl o r  rtlo1:cl exc~llpt pu rposo~ .  You, theroforo,  do not moot the  
~c~jiIl\j.znti.ofILIl t a u t  rcquiramants of eect ion 1 ,5Ol (c ) (3 )  of t h e  incoma Tax 
Ilc!cjt~ I n t i  o l l n .  , 

I 

::!?cti.or~ 1. SO 1 (c) ( 3 )  -1 (c) ( 1 )  of tho Rogulatiolie providoe t h a t  an 
~ l : < j i ~ r r  i z n  t ;  i.011 w i. 1 L l)o ragardod aa  "oporatod sxolutrivsly" f o r  ona o r  mora oxornpt 
pur:oooon ollly i f  i t  prirrrnrll ongagao i n  a a t i v i t i o o  whic l l  accomplish oxompt 
put61)o!~c?n. Arr c~~ :~ ;n r~ izn t~ ion  w 1 11 not bo ao re arded i f  mora than an 
.i.11n11b!)tnrrl.i~:,1 pa r t  of i t n  a c t i v l t i c o  i e  not n furthprnnco of an oxompt 
IHl r  [)On<?. 

1 
i 

Sect-ion 1.501 ( c )  (3)-1 (d)  ( 2 )  of tho Ragulations ddfinna tho torrns a .  . .I .* 
" ~ l i i l l : i t : , ~ b l ~ "  t o  irl~lucio rc l iof  of tho poor and dis t rsoaod o r  of tlla 
i~l~( lcrp~: ivi .  lorlcd. I . -  

h?vcnirc IZulrnq 70-535, 1970-2 C.D. 117, provides t h a t  n n ~ n - ~ r o f i c  - 
orqntlizntiorl formad t o  manage low and moderato income housing p ro jac t a  f o r  n 
fee: docs not qun l i fy  for cxanlption under oaction 501(c) ( 4 )  of tho Coda. ~ h o  
orgar l iznt iol~ cparntcd in n manner s imi lnr  t o  thoeo providing euch managomcnt 
ocrviccv for  p r o f i t .  Tlla f a c t  t h a t  these se rv ices  were baing performod f o r  
t.l~c-cxclr~pt corporat ions  cfid not change t h e  bueineee nature  0 4  tha  a c t i v i t y .  

~~cvenuc: 1 ~ 1 1 l i r 1 c j  72 -369 ,  1972-2 C.D. 245 hold9 t h a t  an organizat ion forrnad 
t o  provl.dc managerial arvl conoulting se rv ices  a t  coa t  t o  unrolataci oxo~npt 
ox.cjnnizntiot~r, cloc?u not qua l i fy  f o r  axomption under sec t ion  5 0 1 ; ~ )  ( 3 )  of  ttlc 
Code. P~:oviding tnarragcrfal nrld consul t ing rjorvicoe on a raqular  bae is  f o r  cr 
f c c i s a - t r a d e  or buoiness o rd ina r i ly  c a r r i e d  on f o r  p r o f i t .  The f a c t  t h a t  tho 
se rv ices  i n  tills case a r e  provided a t  c o s t  and s o l e l y  f o r  exempt organizntiorls 
i s  not s u f f i c i c r r t  t o  charncter izo t h i s  a c t i v i t y  a s  c h a r i t a b l e  w i t h i n  t h o  
incnnirlg of s ec t ion  5 0 1 ( c ) ( 3 )  of the  Code. Furnishing tho se rv ices  a t  c o s t  
l acks  t h c  donntivc clement necessary t o  e s t a b l i s h  t h i s  a c t i v i t y  as c h a r i t a b l e .  

You s t a t e  t h a t  **  * ***** ********** ******   i a  b a s i c a l l y  a big 
c l e c t ~ o n i c  b u l l e t i n  board, s imi l a r  t o  Compueerve o r  Prodigy but  on a much 
s m n l l c r  s c a l e .  

I n  t he  ~ e t t c q  D u s i ~ c s s  _Bu~:eau v. united Stateq, 326 U.S. 279, 283 (1945) 
the cour t  held t h a t  "the prooonco of a ningle  noncharitmbls purpose, i f  
uubs tont in l  i n  nature ,  w i l l  dcatroy tho exemption regardlese  of tho number o r  
ie~port;lnco of t r u l y  :har i table  purposoa. * 

Tile majori ty  of Projoctod Irlcolne camoe from Information Fees and User Fees 
t o  ind iv idua l s  who a ro  not dioablad. This is  considered aoba tan t i a l .  



The  network s e r v i c e s  o f f e r e d  by your corporatioh a r e  +hu~cornrnonly 
a s s o c i a t e d  w i t h  a commercial e n t e r p r i s e :  I +  ' 

- ,***  percent  of time w i l l  be spent  adver t i s ing  end marketing. 
, i -- . - T h e  Network i s  a B u l l e t i n  Board s i m i l a r  t o  CompuServe and Prodigy - f o r  

p r o f i t  corpora t ions .  
.. 

- Co~nmcrcial busirless who wish t o  adve r t i s e  a s e t v i c e  w i l l  be charged. 

- Your orgnnizat ion plans t o  seek commercial accounts t o  a d v e r t i s e  on t h e  
network. 

- You indicate t h a t  by o e l l i n g  acceae t o  tho notkork t o  t h e  qanoral  
ptrbl . ic ,  t h o  orgariization could provide a etrong f i n a n c i a l  baaa f o r  ;fS 
proqi.,?lna niitl niakc tllcm much l a e e  dopondant on gran te  and publ ic  
colitri. t)~~L:i.or~a. 

Itavor~i~u I~~iLing  G U - 2 6 ,  1360 -1  C.U. 272 ruled t h a t  a non-profit: orgarl izntion 
coritroLlad by n cllurch t o  p r i n t  and eel1 aducational  and ro l ig iouo  rnntarlat  t o  
tho c l ~ u r c l l ~ o  parochint  act1001 ayeteme i s  not a faeder organiza t ion  dofinod i n  
: ~ c c t i o n  502  of tlla In t a rnd l  Ravonus Coda of 1954 when i t  ecallla tho matorial .  ot.- 

p ~ : o C i t ;  whicll i n  rct:t~rncd annually t o  tho parochial  school ayetom. l'huu, i t  
r ~ w y  ha cxcsnpt from Fcdoral ilrcoma t a x  urldar sec t ion  SOl(c)  ( 3 )  of tlia Coda.. . 
'lll~i!; t - u l i r l g  w a s  bancd o n  tl?o f a a t  t h a t  i n  p r in t ing  rnatorial wliich tlao boar1 
prcparcd by tllc p a r o c l ~ i a l  s c l~oo l  system, the  organizatiorr i s  ca r ry ing  ou t  an 
i n t e g r a l  p a r t  of t l ~ c  acti ,vi . t ics of t h o  church, tho a r a n t  o rganiza t ion .  
~ c c o r d i ~ i g l y ,  i t  q u a l i f i e s  f o r  exemption because i t  ! o oporatod ae  an i n t e g r a l  
p a r t  ~f the  cxcmpt a c t i v i t i e s  of t h e  parent .  Furthesmore, e ince  t h c  oote  
so~lrcc  of i t s  p r o f i t s  i s  t h o  s a l ea  made t o  a component of i t a  parent  
o rgan iza t ion ,  the  p r o f i t s  a r e  e s s e n t i a l l y  a matter  ti4f accounting among tha 
o1:qnnizations involved and thus ,  i t  i s  not a feeder doscribed i n  eoct ion 502 
of t h c  Codc. 

You can bc dis t inguished  from tho organizat ion doecribod i n  I~ovonuu Rul.ing 
GO-%G. T h a t  orqari ization i s  operated as  an i n t e g r a l  p a r t  of the cxompt 
ac t iv i t i . c a  of t11c parent .  

I 

Your orgnrlizntion i s  engaged i n  operat ion of a computer network providing 
access t o  t h c  publ ic ,  containing commercial advertising a c t , i v i t i e a  w h i c l i  a r c  
conm~only a s soc ia t ed  w i t h  a commercial e n t e r p r i s e ,  and such a c t i v i t y  i s  
s u b s t a n t i a l  and not i nc iden ta l  toyour educational  purposes and n c t i v i t i o o ,  The 
f a c t  t h a t  your p r o f i t s  w i l l  be used f o r  c h a r i t a b l e  ok educa t iona l  purposes 
does not q u a l i f y  you f o r  exemption under s ec t ion  5 0 1 ( c ) ( 3 )  of tho Code. 

I n  l i g h t  of t h e  above, w e  hold t h a t  you a r e  not e n t i t l e d  t o  exemption 
under s e c t i o n  5 0 1  (c) ( 3 )  of the code because you a r e  not organized and operated 
exclusively f o r  c! lar i tabla  purpoeos. 

You a r c  rcquircd t o  f i l o  income t a x  r e tu rns  on Farm 1120. Cont r ibu t ions  
t o  you a r e  not d c d u c t i b l ~  undor s e c t i o n  170 of t he  Ckdo. I n  accordance with  
t h e  provis ions  of s ec t ion  6lO4(c) of tho Code, the ,a$prapriato S t a t e  o f f i c i a l s  
w i l l  be n o t i f i e d  of t h i e  ac t ion .  



If you do not agree with our determination, you may request that the 
Office of Regional Director of Appeals consider the 'matter. To do this, you 
should file a written appeal a s  explainc: in the enclosed publication 892. 
Y~urappenl should give the facts, law, and any other information to support 
your position. If you want a hearing, please request ,it when you file your 
appeal and we will contact you to.arrange a date. 'Theahearing may be held at 
the regional. office, or, if you request, at any mutually convenient distrM- 
office. If someone will represent you who is not one of your principal 
officers, that. person will need to file a power of attorney or tax information .. 
authorization with us. 

I f  you don't appeal thia detarmination within 30 days from tho date of 
this lottor, a s  explained in Publication 892 ,  thie letter will becoma our 
filial dct:crtni.~iotion on th i .e  matter. Further, if you don't appeal this 
tlcter~ninatiori within tho timo provided, we will not consider you to have 
cxliniinted availahla ndnriniatrativc remedies. Soction 7428(b)(2) of the 
Intorno1 l~cvanuo Coda providon, in part, that, " A  daclaratory judgrnant or 
<Iccrco undac tiiin occtiorl ohall. not ba ioeuod in any proceeding unloeo tho Tax 
Court, 1:lic Clai~n~ court, or the diutrict court of tha United Statas for tho 
I>.iot:ri.ct of Columbia detorminss that tho organization involved has axhaustod 
ndr~~illistrativa remedias available to it within the Internal Ravonuo Scrvicc." 

T C  you agrca wit11 the d~torminntion, pleaee sign and return tho enclosad Korm .. ._ G O l U  as soon nu possibla. 

Sincerely yours, a A 

District ~ i g c t o r  
Enclosures : 
Fornl 6010 
~ublication 032  
Envclopc 


