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Dear Applicant: i
This is a final adverse ruling as to your exempt status under section 501(c¢c)(3)
of the Internal Rcrenue C to,

Qur adverse ruling was .2de for the following rpasdn(s):

You are not organized or operated exclusively foi exempt purposes within the meaning
of naction 01(c)(3) of +he Internal Reveme Cods of 1954. You are not organized
exclucively for one or more exempt purposes specified in section 501(a)(3), and

you are ovne.ated for private interests rather than public interests. Also, your net
earnings imute 1o the buenafit ,.° private individuals,

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

you are required to frile Federal income tax returns on the above form. Based on
the f1nancial information you furnished, it appears that returns should be filed for
the vears shown above. These returns should be filed with' your key District Director
for exempt organization matters within 30 days from the date of this letter unless a
request for an extension of time is granted. Processing gr income tax returns and
assessment of any taxes due will not be delayed because & petition for declaratory
judgment has been filed under Code section 7428. Returns [for subsequent tax years
should be filed with the appropriate service center indicated in the instructions

for those returns. ’
If you decide to contest this ruling under the decl&yatory judgment provisions
of section 7428 of the Code, a petition to the United States Tax Court, the United
States Court of Claims, or the United States District Cou;t for the District of
Columbia must be filed within 90 days from the date this ruling was mailed to you.
Centnct the clerk of the appropriate court for rules for filing petitions for
declaratory judgment.
In accordance with section 6104(c) of the Code, the appropriate State officials
will be notified of this actior L
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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,

(Signed) N

ccs
Chief, Exempt Organizations

cet Technical Branch
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Dear Applicant:
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On » we fssuad a proposed ruling on your application
for recognition of exemption from Federal incoma taxation undar section
501(c3(3) of the Internal Revenue Code of 1954, This latter supersedes AR
our earlier proposed denial. o ' A

Lo b

Tou were created by trust dated suant to
Article lof ths labor agreamant batwsen the

sud 8 (. :o:: pusvore 1o o mvard
scholarships to any employes, epouse of an employee, or child of an
employece of an employer—meaber of the Association.¢r other employer
with any enployees reprasented under the collectiva bargaining agreement
under which you were esteblished. You will also gperate training '
programs in safety, equal employment opportunity, and other aress of
work~related subjects or prs jrasg to improve and advance employee
interast.

The progran 1s funded by your employer-némben and is &dainiar.eted
by [} trustecs. Twe trustees represent the Asssciation and two
represeut the Union, being appointed to thair fiduciary positions by
reason of being officials &n their respective organfrations. Yeu have
approximately contributors and to [l rotentiel granteea.
You are not able to stst4 the number of scholarships which will be
awarded., Vhen operatienal, you will give the program publicity so that
potential granteee will know of its existence, 'Grants will be limited
to .?’. of the applicantss Grants will ba awarded by a saloction comit:tm,
independenc of the Ansoc,.ation nnd o! thc Unian. LT L o

: .»ec:ion 501(c)(3) of c.'ba Cods yrovidea for thc umptiurof:—orgm
gations that are organized and oparated exclusively for valiglous, .
charitable, educational, sclantific, or literary purposes, no part of
the net carninge of which inures to the benefit of sny privatse share~
holder or individusl.

Section 1.501(.)(3)=1(a){1) of the Income Trr. Regulations provides
that in order to bs exempt as an organization described in section 501
(c){(3) of the Code, an organization must be organized and operated exclusively
for one or xaore of the , purposec apecif.ied in auch soctions If an organization
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section 1.501(e)(3)-1(b)(1)(L) of the regulaticns provides that, in
general, an orjanization is organized excluzively for one or morc exempt
purposes only 1if its articles of organization 1imit fhe purposes of such
organization to one or wore exempt purposes, and da not expressly empover
the orpanization to engage, otherwise than as ‘an inaqbstantial part of its -~ .
activities, {o ectivities which {n themseclves are not 'dn furtheramce of one
or nore exempt purposes.

Section 1.521(e)(2)=1(5)(1)(114) of the regulacionﬂ provides than an
orpanization is not orgunized exclusively for one or rore exeupt purposes if
its articles expressly empower it to carry on, otherwiee than &s an insub-
stantinl part of its agtivities, activities which are not in furtherance
of one oOr niore exempt PUrposes.

“ection .561(c)(3)-l(b)(1)(iv) of the rcgulations provides that in
rno case shall an orgaunization ve considered to be organized exclusively for
ene or more eunanpt purposes, if, by the terms of {ts articles, the purpose
for Whiich such orgenization is created gre broader than the purposes specified
in section 501(c)(2) of the Code. An organization will not meet the orgauni-
zational test as a rasult of statements or other evidence that the members
tiicreof intend to operate only in furtherance of one' or wore exemnpt purposes.

Seecion 1.501(e)(3)-1(b)(4) of the segulatidns provides that an organi-
zaticz 1is not orpanized exclusively for one or more exempt purposes unless
its assets are dedicated to an ex tenpt purpose. An organization's assets will
bue considered dedicated to an cxewpt furpose, for cmanple, if, upan dissolution,
such assets would, Ly redson of a provieion in the oroanization s articles or
bv operation of law, be distributed for one or more exempt purposes, or to the
Federal povernment, or to a State or local goverament, for a public purpose,
or would ba distributad by s court to another organizet{on to be used Iin such
nauner as in the judgnment of the court will best accomplish the general pur-
poses for which the diseolved.oryanization was organized. lowever, an organ—
ization does not meet the organizational test 1f 1ts articles or the law of the
State in wnich it was created provide that its assets would, upon dissoclution,
be distributed to its menbe:a or sharcholders. z

Seetion 1.;Gl(c)(3)ﬁ1(c) of the Income Tax RLﬂulations provides tlhan an
vruanization is regarded as operated exclusively for one or wmOre exempt pur—
poses only if 1t engages primarily inm activities which accomplish one or nore
of ruch axempt purposcs specified in sectiom 501(ec)(3). An organization will
not be 8o regarded if more than an insubstantial part of its activicies is not
in furtherance of exempt purposes.

Gection 1.500(c)(3)-21{d)(1)(41) of the resulations provides that an or-
~ﬂni/ar1n1 15 nat organized or operated cxclusivelv for one or more of tha
nurposes unlese it serves a public rather than a private interest. Thus, to
zect the requirement of this subdivision, it 1s necessary for am organization
to catahlish that it is not organized or opersted for the henafit of private
tnterest such as cosisnated individials, the creator or his lamily, share-
oldere of the organization, ar persons contralled, directly or indircetly,
by such private Iintercats.
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Cn the tasis of the information egubmitted, we have coacluded that

you are not operating exclusively for nne or more ex Qt purposes as
specified in section 5C1(c)(3). SRR :

You were created pursuant to a collective bargainine azreement be-
coccn o D (I S S S I —
& collective bargaining agreerent 18 a contract negotigted by an employer
and the representatives of a labor unifon by vaich the wages and working
cenditiens ¢f the ezployeces are established. It is uged by employers to
recrult caployees, induce them to contimuae their emp;pyment, and to other-
wise delinit actions Ly euployees under establisued viorking conditions.
5imilzrly, the union, on behalf of its mambers, 1¢ a Le to establishk pro-
tection for its moubers and secure favorable workingigonditious for then.

tlthousnh you have proposed to linit your purposa&;to prohibit inurewent
2nd to linit activities to those contenplated under s&ction 501(c)(3) of the
Code, vou were created for quid pro quo contract rathgr than eleemosynary
vurpesce under the collective bargaining apreement. "herefore, FOUr purpoges
clauses, even us you propase to amend them, do not satisfy the orzaniza-
Liowul test of the repulations. Although you have proposed to add an &ccept-
able dissolution claguse to your trust declaration, wa. note that, as presently

constituted, vour trust declavation elso does not aag;sfy this requirement of
the rapulations.

A8 & collective bargaining agreement iz the product of negotiatioen,
certain terms and conditions are included im it in comslderation of the
excluslon of others. One forn of conpensation is bargained for inclusfon
in return for the exclusion of some other econsiderstion. Therefore, the
creation of a trust of your, type pursuant to a collective bargaining
gnreement indlicates that your grant program was 1ntended to be and s
compensatory in nature. The purpose of the program is to provide
additional compencation’ and enployment incentives. It 1s part of an
{integrated agrecment by which a course of action for: employees is
established. As suclh, you were created and are now d¢perating to further
the private interests of the employers, the union, and the employecs
cov;red by tho ngrec~ent, rather than for an exenpt purposa under section

5C1(ed(3) ¢f the CTode.

According:ly, vou do not qualify for racosnition of exemption from
lederal incoe tay ander section 501(ec)(3) of the Code, You are, therefore,
required to file Federal income tax returns on Forw 10al.




Contributions to you are not deductidls uuder??%ction 172 of the

Codes “i Vo

Additionally, grants awvarded pursuanf‘to your{séholarahip progran
are not excludable frowm the groes income of reqipied;n as "scholarships”
vithin the weaning of section 117(a) of the Cades

You twnve the rinhit to protest this ruliny 4if your believe that
it 4s incorrects To protest vou should suhmit s scptcﬁent of vour
views with & full explanation of your reasoning. This statement nust
be submitted in cduplicate witnin 2] days of the da:g of this letter
and uust e signed by one of your principsal officera. You also have
a right to a conference in this office z2fter your Q:at,ment 1s subnitted,
If you are to be represented by soweona who 18 not ore your principal
o4ficers, he must file a propcr powver of attorney and otherwise
guallly uuder our Conferance and Practice requirements.

If we do not hear from you within 21 deys, tﬁig ruling will
btecome final and coples will be forwarded to the District Director,
Cinciarati, Chio, who is your key Pistrict Director for exermpt organi-
zation natters. Thereafter, any questions about your Federal income
tex status or the filing of tax returns should be gddressed to that
otfice. Also, the appropriate State officials will be notified of
tiis action in accordance with section 6104(:) ofﬂthc Code,

1f you do not protest this praoposed ruliag inva tisely anner,
it will be considercd by the Internal Revenue Service as a fallure to
exhaust available aduinistrative remadies, Sectibﬂ 7428(b){(2) of the
Internal Revenue Code provides, inm part, that, "A declaratory judgment
or decree under this section shall not be issued {n any proceedings
unlegs the Tax Court, the: Court of Claims, or the district court of
the United States for the Distriet of Columbifa determinas that the
organization involvad has exhausted administrative- reuedies available
to it within the Internal Revenue Service.” $y






