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sufficient structure and organization. The organization's.cha;ter
or articles are frequently looked to, to supply such organization.

Where there are no articles or charter, an organizatio% may
look to any other written instrument by which it is created,™ and
the term "organized" has been interpreted to mean "created to
perform" or "established to promote."” The Large Groups do not
technically have a charter .or articles, and the lack of such
identifiable documents could, and quite probably would, create some
difficulties in dealing with the Service.

We believe that the best argument available to the Large
Groups in this regard is that the Twelve Traditions constitute a
sufficient organizational document to meet this test and that the
Large Groups are established to promote the Twelve Traditions. As
we set out in our October 20, 1989 letter to you, there is some
favorable case law authority which we believe would support the
position that the Small Groups, and also the Large Groups, are
sufficiently "organized," as required by the federal statutes, to
meet the organizational test.!'! However, we believe that the Large
Groups position could be significantly strengthened by taking the
actions outlined in our October 20, 1989 letter to you with respect
to the Small Groups.

iv. No Private Inurement.

The assets of an organization must not inure
to the private benefit of anyone. While not specifically defined
in the Code, the term private inurement has been indicated to be
directed at the improper distribution of "net earnings." An
organization is not prohibited from using net earnings to pay
ordinary and necessary expenses of the organization, which may
include compensation for services or the purchase of property,
provided that it is reasonable or in an arms-length transaction.
Based upon the facts with which we are aware, we do not believe
this requirement presents any significant problems.

v. No substantial Propaganda Activities.

No substantial part of the activities of the
organization may be directed at the carrying on of propaganda or
the attempt to influence legislation. This does not appear to be
a problem for the Large Groups.

Ce Probability of Qualifying for Tax Exempt Status.
Subject to the limitations set forth in this letter,

%rreas. Reg. §1.501(c) (3)-2.
"Marey v. Riddell (1962 S.D.Cal) 205 F.Supp 918.
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we believe that there is a strong likelihood that the Large Groups
would be able to qualify for tax exempt status should they apply
for it.

2. Non-private Foundation Status.

There is a general presumption under the Cgde that a
Section 501(c) (3) organization is a private foundation.'® In order
to avoid this statutory presumption of private foundation status,
an organization must give notice_to the Service that it intends to
be treated as a public charity.” Such notice is generally given
with the filing of the Form 1023, Exemption Application. It is the
responsibility of any organization desiring to be treated as a
public charity to establish that it is not a private foundation,
and in order to be classified as a public charity, the organization
must fit within one of the exceptions set forth in Section 509 of
the Code. .

Public charity status is essential for purposes of qualifying
for the De Minimis Exception, since it is one of the preconditions
of that exception. However, since the De Minimis Exception is not
available to the Large Groups under discussion in this letter,
public charity status is not essential to their tax exempt status,
and they could be tax exempt as a private foundation. While there
are advantages to being classified as a public charity, such as
the absence of the excise taxes that apply to private foundations
and larger limits on deductibility of contributions by
contributors, we will not engage in a discussion of the benefits
in this letter.' what is important to note is that for the Large
Groups to be public charities they must file a written notice of
such intention with the Secretary. The failure to file such a
notice results in private foundation status.

Based upon the information we have reviewed, we believe that
the Large Groups would otherwise most likely be able to qualify as
public charities, were they to comply with the Filing and Notice
Requirements.

3. Annual Information Return Requirements.

If the Large Groups are not tax exempt, then they are
required to file annual federal and state income tax returns. Even
if the Large Groups are tax exempt, there is a requirement that

2c0de §509(a).
Bcode §508(b).
%1f an analysis of the consequences of private foundation

status is desired, we will provide it to you in a subsequent
letter.



CORLISS & GERINGER

Mr. Robert B. Stone
February 26, 1990
Page 6

they file Form 990, annual information returns, with the Service.”

No exceptions will exempt the Large Groups from such filing
requirements.

4. Conclusion.

The focus of this letter has been the probable status for
federal income tax purposes of lLarge Groups, if such Groups are
viewed as independent units. 1In general, we have concluded that
Large Groups, when viewed as independent units, do not qualify for
the De Minimis Exception and that they are most likely taxable
entities. Under the general principles set forth herein, Large
Groups are required to affirmatively seek tax exempt status by the
filing of an application for ruling determination, Form 1023,
Exemption Application, with the Service. Absent such notice and
recognition of tax exempt status by the Service, it is most likely
that the Large Groups will be considered taxable entities, subject
to filing federal income tax returns and paying taxes on any net
taxable income.

Even if the Large Groups were to be recognized as tax exempt
without filing a Form 1023, they would be presumed to be private
foundations, subject to certain additional excise tax provisions
and requirements under the Code, and would be required to file
annual federal returns, either income tax or informational.

We will withhold our final recommendations to you with respect
further possible action until the conclusion of the next
installment. We have to this point focused our attention on the
probable status of the Small Groups and Large Groups if allowed to
stand on their own as separate entities. We will turn our
attention in the next installment to an analysis of group
exemptions and consider the possibilities of seeking a blanket
group exemption that would apply to all levels of the Fellowship.

Very truly yours,

CORLISS & GERINGER
A Law Corporation

DONALD M. CORLI%’G JR.

DMC/jt

code Section 6033 (a) (1) .





