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.Departrnent of the Treasury
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./ 'Employer Identlflcatlol' t.\urnber:
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':10111
l'aICYears:

, irtolusive
Person to-COntle'£:-

Date:

KD: 31

Internal Revenue Service
, Washin/Ston, D.C. 20224

t>

This is a final advers9 ruling as to your exempt status under section 501(c)(3)
of the Internal Rcqenue C·~.

Our adverse ru Li ng wa~ ..wde for the following r,~asd,n(s):

You fl.re not or~~1.·ted or operatt!,d exclusively £01: eXemPt purpose3 ",'1thin tho moaning
of n~·tion ~01\o)(3) of the Intemal Revenna Coda of 1954. You nn not organi'tod
excluLiwly for one or more tlxoo:rpt purposes speclt1ed in' section 501(0)(3), and
,you hre one.ra ted for private int:QI"9ato rather than publio interests. Also, your net
aE\:rninl..~ imn:a to the bl:n~f1t I,' private individuals.

Contributions to your organization are not deductible under Code section 170.

~ou nre rcquired to file Federal income tux returns ~n the above form. Based on
the t"lllnnclal information you furnished, it appears that. returns should be filed for
the vcn rs shown above. These returns should be filed with!: your key District Director
for exempt organization matters within 30 days from the date of th~s letter uliless a
request for i1~ extension of time is granted. Processing ~f income tax returns and
assessnlcnt of any taxes Jue will not be delayed because ~ petition for declaratory
judgment tins been filed under Code section 7428. Returns ,for subsequent tax years
shou l d l'p filed ',vi th the appropriate service center Lnd i e'at ed in the instructions
for those returns.

If you decide to contest thi5 ruling under the decl~ratory judgment provisions
of section 7428 of the Code. a peti~ion to the Unite4 Sta~es Tax Court. the United
Stat0s Court of Claims. or the United States District Cotirt for the District of
Columbin must he filed within 90 Jays from the date this ~uling was mailed to you.
Contact the clerk of the appropriate court for rules for filing petitions for
declaratory j udgrne n t .

In accordnncp with section 6104(c) of the Code. the ""ppropriate State officials
will be notified of this aetior

I:
(ever)
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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 yours,

cc:

cc :

co;

3/20/80

(Signed)
.-

Chief. ixempt Organizations
Technical 13r&noh
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DCl1r Applicant:

!
j

".·~r .

On . we 18zuod a proposed ~~ on your application
for rccocnition of 8Xaaptio~ froQ Federal incoQA taxat10u undor section
501(c)(3) ot the Internal :~venue Code of 19S4. ~i. latter 8uperaedes
our carlier proposed denial. "('

... :" :\,~

lOU vere created by truftt dated . pursuant to
Article of the lllbor a,graomont batween the

and . Your purpose i, to award
sc.holo.rsh1op9 to any eaployee. 8pouse of an eIl.ploY•• t or chU4 of an
m:lployce of an eI:lployer-me=ber of the .Auoc1atioO:::Qr other cs:lployer
\~ith any eNployecs represented under the collectiV$ barsa1n1~ agreement
under which you were o..tc.bllahe4. You will aleo Qperate training ,
pt'o~r...ms in .afet1. ~ua.l e.mploYJilent opportunity. an4 other areu of
work-rebted subjects or pl'( ;rl\!U to 1I1'lprove and advance e.ployee
interest.

,. ,. I _' .••

\'\

The progrR~ i8 fnnde4 by Tour employer~be~' aDd is ada1nietered
by truatacs. Two tru:;teea repruant the .Aa.~iatio~ and. two
represent tbe Union. beiJ1&. appointed ~o their fiduc1a'CY poa:1t1ons by
r caeon of being official.· 1n chell' resp6ct1ve ol"saaJ.ut1ons. Tau ba",e'
approximately contribUtors anA to potent1al ~ranteea.

You are not ~due to...t.~ the mabel' ofacholarsh~paWieh vUl be
awarded. ~en. opera~. )"OU w1ll $iYe. the prolr- publkU:1 ao that
potentinl gr-.ant... nIl: Know of ita ex1atence. 'Crallta v1U:b. Ua1te.4
to X of the applicant.. Grentll wUl''\)e award.d by. eo.1e4tlou ccadttee.
independent of the M8o~~AtiOtl aM of tb~~ Ul),1on.. . . ,..... ..""

. .. . __ . ::.. :.. : ':;: .. ~~: ..: .: '" :: ~. ~::.:::~:~::::~:::;.::.~::.:::.:::.:. ~ ~ ::::.. . .

.. .5ect1~~:~F's·oi(c·)(:n 'of' thg:·~~di~p~d8iJ··for t~:-7~p.~I~:ijf:~~~~~i~.:~F:?~¥.~~:;)t:'~
r.a't1on9 thAt aro orsanbed aM. opera~e4 uelus1ve1tfor:'T~l~w..: .:: ,,~:~~~.:.:..
charitnble, educational. sclant1fic, or literary purpoaaa" no part of'
th.e nr-t earnings of which inures to the benefit of ..rry private ahare- ...
holdur or individual.

Section 1..SOlC}(3)-l(a)O) of the IncOt:le Tr:.::. RQ&nlationa provldau
that in order to bb exe~t ~8 an· organization deacribed ~ .ection 501
(c)(3) of the Code. an organ1zation must be organ1~ed and operated exclusively
for one or ~re of the purpose& apeetfied ~n euc~ ,oct1on. If an ornanizatlon
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Seetion 1.SOl(c)(3)-1(b)(1)(1) of the Tc~ulati~n~ p~ovidQS that, in
gancral t an ornsnt.sat ton 18 org:mbed Q~cluaiv~ly' for one or lXlrc eT.aI:lpt
purpo ses, only if its articles of ar-~nhAtio~ limit the purposes of such
ot"b"r:.i:..1.tion to one or eo rc c:xe::pt flUrposell,' and do net eX?ressly empower
the or;::nni::.ation to an.sae;e, otherviee tb.nn as "an 1n8~1)8tant1.al pnrt of its
activitie9. in ectivlU.as whieh in themselves are not i.1n furtheTl\~C! of one
or r.ore exempt purposes. '.

:~<::ctio:, l.S:)1(c)(3)-l(b)(1)(iii) of the raBUlation:, l)rovidcs t.han an
or~~l\ni7.ntio;"l 1G not orijunizcd e::<.elusivcly for one orr-!Or~ exeiapt; purposes 1£
its articles expressly c.Ulpower it to C8.['ry 00, othert;iee than sa an i06Ub-
s t e nt LeL par t of ita \:Ict1vit1es, activities .."hich are not 1n f ur che ranca
of on~ or ...ore execp t pUI"",'Ose9. ' . .

:.ect::"on l.SCl(c)(3)-1(b)(1)(i'Y) of tho rC3ulatiqns provides that in
no C'R~e shall an orgnnl:z:n.t1on be considered to be organized exc.lusively for
c:-.r' or ::lore c::"':.lpt purposes, if t by the tcQS of itsa'rt ides, the purpones
i or \!~,ic.h such or.~unization is created are broader tha:n the purposes specified
i.n s oc t Lon 501(c)r.,3) of t.he Code. M Ot"GllniUltion ,,"ill not meet the orgnni­
z~t1onul test a& a r~sult of stat~oent; or other cv{ccnce that the ~~bers
t i.c r ccf intend to operat;c only in furtherance of one' or reore exenpt purposes.

Sc:c.:ion 1.5lil(c)(3)-l(b)('~) o£ the :egulatic)n.s ;providetl that an orr;ani­
z... t1c:~ b not orgnnized e..xclusively for one or oore exempt purposes unl.ens
1t~ ~osets nrc dedicated to ao exenpt purpose. An or'eani~t10nt8 assets will
bL' cous Ldc r e d decicotcd to an cXc!Qpt purpose, for C7..rt.riplc, if, upon dis501ut'i.on t
suc~ ncscts ~oul~, by reaGon of a prQv1~ion in the or~an1zntionts articlesJr
~y operation of law. be distributed for one or ~ore ~xeopt purpo8es, or to the
!"(·Jcri11 r.Ovf:rn."';'.ent, or to A Stote or local eovcrm.lent:. for a public purpose J

or i1oll1d ()(,! dil;tributoo by a court to nnothet' orGani~o.tion to b2 uJled in such
1:'.:mnct" n& in tha judsr..cnt of the court \J'lU best acc(')t:lplisb the ceneral pur­
PO(;~6 for ~..h i.eh thl! dheolved.organ1zat1on vas or~an1!e<1. rlOtoleVer, en organ­
ization docs not ~et the orean1:!:lltionll1 test if its articles or the law of the
:~tate in H;·tich it "1llS created provide that": its asse ts would. upon distioh\tion,
he df s t r Lbu t ed to its l:ll!mbefSi or Ghnro~101dert.

Sect Lcu 1. 501(c)(3)";'~'<~) of the Income Tax Regu.l.a.t1ons provide8 tl.l1n an
ur~anl~atlon 1s rC~£l.rdca as op~rated CXcluf1vely tor one or ~ore er.cQpt pur­
po&e~ only if it engages pr~a.ily in activities ~hich accoopli£h on~ or DOrB
of ~uch axc~pt purposes specified in section SOl(c)(3). An orgnnization \~ll
not be 80 regarded if more .thnn..an..insubBtantial part of ita activities is not
in furtherance of exeopt purpoaea. !

:;t::et1on 1.SOl(c)(3)-l(d)(1)(ii) of the t"c~lJlatiot'\s provides thc1.t an or­
~~ni7.~tinn is not 0r8aniz~d or op~rnted exclusively for one or ~ore of the
;·l\..:r;;or.cs un l e s s it se rvcu ~ public rathe,: th.an ~ prLvat e int~r~t. Thue t to
~.ect the req\liret:tC~l; of thip:) subdivil:11on, it 15 neccs aary for an ot'sanization
to c~:;t3hliGh t ha t it is not orgnnizc.~ or operated for the hcneHt of privata
ir~tcH:.st sue;', oS .~cr,1;;,r.~tcd inG1virlt~;l18, the crear or or hie ~ar:.ily) si1:lrC­
;lolGcrs of trc or~~ni~~tionJ or pcrcons controllcn t rlirectly or indirectly,
by such pr Lva t e intct'l1nt:::.



On the ~Gis of tho 1nfo'l::"O:ltion s\lbrrltted, ~ M:VO concluded that
, , "!~ i':

you are not operat.Lng exclusively for one or more e%~2t purposes dS

sp~cificd in section 50l{c)(3). . ::"'1t:,
You were created pur-suant to Q collective bargairt1ng agreegent 00-

tvc cn an~i .

,\ c oLl.e c t Lvo hAt:-;l\1nln;; llgr':!et:'.ent 1s R conl:r~ct: oe:!:;o~;~,~~c1 by nn enpLoyor
nnt: tlle r o pr cseuta t~.V£.:6 of a :tnt'Or union by v~"\1ch th~',.;r,agcs and \lorkin:;
C:C;t;li t Lcns C: the c.;:~lo)·c.cs Lll~C e!:tuhliohed. It is ~~~d by employerliii to
rec.ruit ccpl oyees , induce the.~ .to continue their ,,~p~<?~ont, and to other­
wise deli~1t ~ctions bV ~ployee8 unJer cstab11B~ed ~~ng conditions.
Sir.ltbrly. the ur.Lon , on behdf of its 1<'.Ql;Ibers, :1:* a.~+e to cshblish pro-
t cc t i.on fat' its Hc!;,\bet's and secure favorable wor'dng {4;()Rdit1oOlJ, £01" theln.

i~£
tJ. t:lOtl~h you hove nropoaed to lim.i t your PtlrpOB~~~{to prohibit :1nurer.lCnt

arid to Hr.-it activi tics to those conteuplated under s~tion 501(c)(3) of the
Code , you ve r e created for s.::.id ~ ,quo contract ratJ\~~ than eloQQOsynary
ll\,',:'-POGCFl '\In(ler t ho collective bar~8in1.n3 8~reQt:1e.nt. 'rherefore J your purposes
clausClc, evcrl. tiS rou propane to auend the~, do uot oatisfy the orl;aniZs.-
t Loncl test of t.ha 'r(~gl1lat1onG. hlthough you have pr9,I?oscd to add an accept­
"hie (l18'JollJtion clause to your trust declarAtion, ~':,Qote that, as presently
co ns t.Lt ur ed , your t ruc t declftr6t.:i.on 0.180 does not 8a~~.sfY thi~ requireoent of
the r~r;ulatlonc.

:..::1 a ccl::'ectiv~ bargaining at;re~e~t is the product of ncgotiation,
certain tern~ and conditiona ~~re included in it in con&id~rat1on of the
exclus10n of others. One fornl of coo~cnsat1on 18 bar~n1ned for inclusion
in return for the cxclusion of soma other eonsiderAtion. Therefore, the
c r ca t Lon of a trust of your, 'type pursuant: to ~ collective bargain1na
Q,'1ree::lcnt indicates that· your grant pr08r~ was interlded to be and is
c~mrcnGntory in uature. : 'J;'he puzpcae of the progt'lUll. l.s to provide
~dditio~l compenc~ti~n'ond e~ploYDQnt incentives. It is part of an
1nt~Rrated a~re~~ent by which a cour&e of action for~~~~loyeeo is
estoblishuu. As sucb. you wer.e created and erc now operating to further
tIle private interests of the ~ployers, the union, and the employees
covured hv tho ngracoent, rather than for an ~xeQpt purpose undor section
:,Ol(c)(3)- of theC'-o'.l~.'.....

,\ccor.Un;;ly, you GO not qU.Jlify for rQcot.oition. of exenpt Icn from
Y'.:{I()r<1J. 1nCOI",c tax lIi'1~cr section 5fJl(c)(3) of t he Code. You are, tl~refore,

re'i u i n :c to fl1~ Feder::.l 1:1CCI;::£: tax r et.ur as on Fotw 1041.

"3
\',
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ContributiontJ to you are not <!ec!uct1bl... unl1ar :t~ctio:l. 170 of tha
l I Ii

Code.
i;,:,i

Mdi tionally, [;-rante tUia.rd.ed pursuant to your/:',fholarahiP pros-ra~
are not ei~clt\dablc frow the gross Lncoce of rec;ipi~dtll) as "scholarships"
dthin t hc \;>.e<:lnin~ oJ: section 117(a) of the. Cr.dle.' ..,

"i·
. "

\' f;~i! )
Yo~ hr.ve tne ri~ht to protest this rul1n~ if ¥~~r believe that

it is i:1corre,ct. 70 p-rotest you should G\lb:;:it a s\~~tc!'"'lent of your
v1t?ws "i t h El full explanation. of your reasoninr,. Tb'J.8 6~teT:Ient TJUSt

00 Bu'~.ittcc 1n ~upl1cut~ within 21 clayn of the da~~of this letter
and ~n6~ be sic;ncd by one of your principal of.ficer~. You aleo have
a right to it conference in this office Afte-r your ~~atcment 1s Gub::dtterl.
If you are to be represented by 80iMlone h'"hO ilia not,ii;;mc your principZl.l
o~flc(;rs. he r:tlst file a propcr pover of Attorney ,and other-whu
quuli~y u:l~er our C<ln.f~t'ence nod Practice rcqu1-r~nt8.

I . ':,.

If ~m do not hNI-r f-r!)!: you '-lith-in 21 days. thd rol1nR \.Till
be cor.e !inal and cfJplee will he forwa-rded to the D..1str1ct Director,
Cincinnati. Ohio, _~o i8 your key District Direct~r for ~enrt orf,nni­
zl\tion nc t t e rs , There.after, any questions about "19. Federal Lncome
t4l.:' r.tQtUH or the rUin~ of tax returns should bC,'~~4drcssed to th:1t
(jUice, Also, t hc nppropdatc Sute offic1als. wll1 rb e notified of
this ac t i on in accordance t..1.th t':cction 610ll(cfofi~k Cod~.

:~"!: ';1;",;

If you do not "rotest this proposed rull~ i~:'la t1sely OJanner.
it ",,111 be conut.darcd by tha Intcrnal Revenue Semel! as 11 failure to
cxaaas t available odminictrat1Ve rer.lodil!s. 5acti~h 7428(b)(2) of the
Intcrn~l r~venl~ Codp. prov1deu. in part. t~~t, -~ ~aclardtory judgment
or decree under t~is seetlon 6ball not be issued in any proceedings
unlcas the Tax Court. tbe.·'Court of Claims, Qr the ~btrict court of
t.he United States for t~nlatrlet of ColUt'lb1a det~rtrlna6 thnt the
orLUlnit.stion involvad '~s exhausted adtai~tra.t1verelAedieQavailable
to it ulthin the lr,ternal Rev(l!nue Service.")!

.... . stne~~:ei;' i,ours •
~ : i "

cc:

cc:

Chief. 1{~~4.nr.G Section 1
Ex~pt ot~~ni%ations

'I'c.chnlc4;!'~ri1nch
" :,~ ;1')

,I:: ':'1: f~
'I.

,ll

cc:
"" I
'\' .

~"',..:.~~.~.,




