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Currentness

(a)’ Exémption from taxation.--An organization described in subsection (c) or (d) or section 401(a) shall be
exempt from taxation under this subtitle unless such exemption is denied under section 502 or 503.

(b) Tax on unrelated business income and certain other activities.--An organization exempt from taxation
under subsection (a) shall be subject to tax to the extent provided in parts II, III, and VI of this subchapter, but
(notwithstanding parts II, I11, and VI of this subchapter) shall be considered an organization exempt from income
taxes for the purpose of any law which refers to organizations exempt from income taxes.

(c) List of exempt organizations.--The following organizations are referred to in subsection (a):

(1) Any corporation organized under Act of Congress which is an instrumentality of the United States but only
if such corporation--

(A) is exempt from Federal income taxes--
(1) under such Act as amended and supplemented before July 18, 1984, or

(i) under this title without regard to any provision of law which is not contained in this title and which _
is not contained in a revenue Act, or ‘

(B) is described in subsection (1).
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(2) Corporations organized for the exclusive purpose of holding title to property, collecting income therefrom,
and turning over the entire amount thereof, less expenses, to an organization which itself is exempt under
this section. Rules similar to the rules of subparagraph (G) of paragraph (25) shall apply for purposes of this
paragraph.

——=> (3) Corporations, and any community chest, fund, or foundation, organized and operated exclusively for

religious, charitable, scientific, testing for public safety, literary, or educational purposes, or to foster national
or international amateur sports competition (but only if no part of its activities involve the provision of athletic
facilities or equipment), or for the prevention of cruelty to children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder or individual, no substantial part of the activities of which
is carrying on propaganda, or otherwise attempting, to influence legislation (except as otherwise provided in
subsection (h)), and which does not participate in, or intervene in (including the publishing or distributing of
statements), any political campaign on behalf of (or in opposition to) any candidate for public office.

(4)(A) Civic leagues or organizations not organized for profit but operated exclusively for the promotion of
social welfare, or local associations of employees, the membership of which is limited to the employees of a
designated person or persons in a particular municipality, and the net earnings of which are devoted exclusively
to charitable, educational, or recreational purposes. ‘

(B) Subparagraph (A) shall not apply to an entity unless no part of the net earnings of such entity inures to the
benefit of any private shareholder or individual.

(5) Labor, agricultural, or horticultural organizations.

(6) Business leagues, chambers of commerce, real-estate boards, boards of trade, or professional football leagues
(whether or not administering a pension fund for football players), not organized for profit and no part of the
net earnings of which inures to the benefit of any private shareholder or individual.

(7) Clubs organized for pleasure, recreation, and other nonprofitable purposes, substantially all of the activities
of which are for such purposes and no part of the net earnings of which inures to the benefit of any private
shareholder.

(8) Fraternal beneficiary societies, orders, or associations--

(A) operating under the lodge system or for the exclusive benefit of the members of a fraternity itself operating
under the lodge system, and

(B) providing for the payment of life, sick, accident, or other benefits to the members of such society, order,
or association or their dependents.
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§ 1.501(c)(3)—1 Organizations organized and operated for religious,
charitable, scientific, testing for public safety, literary, or educational
purposes, or for the prevention of cruelty to children or animals.

Effective: April 29, 2008
Currentness

(a) Organizational and operational tests. (1) In order to be exempt as an organization described in section 501(c)
(3), an organization must be both organized and operated exclusively for one or more of the purposes specified in
such section. If an organization fails to meet either the organizational test or the operational test, it is not exempt.

(2) The term exempt purpose or purposes, as used in this section, means any purpose or purposes specified
in section 501(c)(3), as defined and elaborated in paragraph (d) of this section.

(b) Organizational test--(1) In general. (i) An organization is organized exclusively for one or more exempt
purposes only if its articles of organization (referred to in this section as its articles) as defined in subparagraph
(2) of this paragraph:

(a) Limit the purposes of such organization to one or more exempt purposes; and

(b) Do not expressly empower the organization to engage, otherwise than as an insubstantial part of its
activities, in activities which in themselves are not in furtherance of one or more exempt purposes.

(i) In meeting the brganizational test, the organization's purposes, as stated in its articles, may be as broad
as, or more specific than, the purposes stated in section 501(c)(3). Therefore, an organization which, by the
terms of its articles, is formed for literary and scientific purposes within the meaning of section 501(c)(3)
of the Code shall, if it otherwise meets the requirements in this paragraph, be considered to have met the
organizational test. Similarly, articles stating that the organization is created solely to receive contributions
and pay them over to organizations which are described in section 501(c)(3) and exémpt from taxation under
section 501(a) are sufficient for purposes of the organizational test. Moreover, it is sufficient if the articles set
for the purpose of the organization to be the operation of a school for adult education and describe in detail
the manner of the operation of such school. In addition, if the articles state that the organization is formed
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(3) Action organizations. (i) An organization is not operated exclusively for one or more exempt purposes
if it is an action organization as defined in subdivisions (ii), (iii), or (iv) of this subparagraph.

(ii) An organization is an action organization if a substantial part of its activities is attempting to influence
legislation by propaganda or otherwise. For this purpose, an organization will be regarded as attempting to
influence legislation if the organization:

(a) Contacts, or urges the public to contact, members of a legislative body for the purpose of proposing,
supporting, or opposing legislation; or

(b) Advocates the adoption or rejection of legislation.

The term legislation, as used in this subdivision, includes action by the Congress, by any State legislature,
by any local council or similar governing body, or by the public in a referendum, initiative, constitutional
amendment, or similar procedure. An organization will not fail to meet the operational test merely because
it advocates, as an insubstantial part of its activities, the adoption or rejection of legislation. An organization
for which the expenditure test election of section 501(h) is in effect for a taxable year will not be considered
an action organization by reason of this paragraph (c)(3)(ii) for that year if it is not denied exemption from
taxation under section 501(a) by reason of section 501¢h).

(iif) An organization is an action organization if it participates or intervenes, directly or indirectly, in any
political campaign on behalf of or in opposition to any candidate for public office.

The term candidate for public office means an individual who offers himself, or is proposed by others, as
a contestant for an elective public office, whether such office be national, State, or local. Activities which
constitute participation or intervention in a political campaign on behalf of or in opposition to a candidate
include, but are not limited to, the publication or distribution of written or printed statements or the making
of oral statements on behalf of or in opposition to such a candidate.

(iv) An organization is an action organization if it has the following two characteristics: (a) Its main or primary
objective or objectives (as distinguished from its incidental or secondary objectives) may be attained only
by legislation or a defeat of proposed legislation; and (b) it advocates, or campaigns for, the attainment of
such main or primary objective or objectives as distinguished from engaging in nonpartisan analysis, study,
or research and making the results thereof available to the public. In determining whether an organization
has such characteristics, all the surrounding facts and circumstances, including the articles and all activities
of the organization, are to be considered.

(v) An action organization, described in subdivisions (ii) or (iv) of this subparagraph, though it cannot qualify
under section 501(c)(3), may nevertheless qualify as a social welfare organization under section 501(c)(4)if
it meets the requirements set out in paragraph (a) of § 1.501(c)(4)-1.

-«:z') (d) Exempt purposes--(1) In general. (i) An organization may be exempt as an organization described in section
501(c)(3) if it is organized and operated exclusively for one or more of the following purposes:
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(a) Religious,

——) (b) Charitable,

(c) Scientific,
(d) Testing for public safety,
(6.3> Literary,
—3 () Educatioijal, or
(g) Prevention of cruelty to childfen or animals.

(ii) An organization is not organized or operated exclusively for one or more of the purposes specified in
subdivision (i) of this subparagraph unless it serves a public rather than a priVafe interest. Thus, to meet
the requirement of this subdivision, it is necessary for an organization to establish that it is not organized
or operated for the benefit of private interests such as designated individuals, the creator or his family,
shareholders of the organization, or persons controlled, directly or indirectly, by such private interests.

(iii) Examples. The following examples illustrate the requlrement of paragraph (d)(l)(u) of this section that
an organization serve a public¢ rather than a private interest:

Example 1. (i) O is an educational organization the purpose of which is to study history and immigration. O's
educational activities include sponsoring lectures and publishing a journal. The focus of O's historical studies is
the genealogy of one family, tracing the descent of its present members. O actively solicits for membership only
individuals who are members of that one family. O's research is directed toward publishing a history of that family
that will document the pedigrees of family members. A major objective of O's research is to identify and locate
living descendants of that family to enable those descendants to become acquainted withy’each_ other.

(i) O's educational activities primarily serve the private interests of members ofasingle family rather than a public
interest. Therefore, O is operated for the benefit of private interests in violation of the restriction on private benefit
in paragraph (d)(1)(ii) of this section. Based on these facts and circumstances, O is not operated exclusively for
exempt purposes and, therefore, is not described in section 501(c)(3).

Example 2. (i) O is an art museum. O's principal activity is exhibiting art created by a group of unknown but
promising local artists. O's activity, including organized tours of its art collection, promotes the arts. O is governed
by a board of trustees unrelated to the artists whose work O exhibits. All of the art exhibited is offered for sale
at prices set by the artist. Each artist whose work is exhibited has a consignment arrangement with O. Under this
arrangement, when art is sold, the museum retains 10 percent of the selling price to cover the costs of operating
the museum and gives the artist 90 percent. E

[
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(i) The artists in this situation directly benefit from the exhibition and sale of their art. As a result, the principal
activity of O serves the private interests of these artists. Because O gives 90 percent of the proceeds from its sole
activity to the individual artists, the direct benefits to the artists are substantial and O's provision of these benefits
to the artists is more than incidental to its other purposes and activities. This arrangement causes O to be operated
for the benefit of private interests in violation of the restriction on private benefit in paragraph (d)(1)(ii) of this
section. Based on these facts and circumstances, O is not operated exclusively for exempt purposes and, therefore,
is not described in section 501(c)(3).

Example 3. (i) O is an educational organization the purpose of which is to train individuals in a program developed
by P, O's president. The program is of interest to academics and professionals, representatives of whom serve on
an advisory panel to O. All of the rights to the program are owned by Company K, a for-profit corporation owned
by P. Prior to the existence of O, the teaching of the program was conducted by Company K. O licenses, from
Company K, the right to conduct seminars and lectures on the program and to use the name of the program as
part of O's name, in exchange for specified royalty payments. Under the license agreement, Company K provides
O with the services of trainers and with course materials on the program. O may develop and copyright new
course materials on the program but all such materials must be assigned to Company K without consideration
if and when the license agreement is terminated. Company K sets the tuition for the seminars and lectures on
the program conducted by O. O has agreed not to become involved in any activity resembling the program or its
implementation for 2 years after the termination of O's license agreement.

(ii) O's sole activity is conducting seminars and lectures on the program. This arrangement causes O to be operated
for the benefit of P and Company K in violation of the restriction on private benefit in paragraph (d)(1)(ii) of
this section, regardless of whether the royalty payments from O to Company K for the right to teach the program
are reasonable. Based on these facts and circumstances, O is not operated exclusively for exempt purposes and,
therefore, is not described in section 501(c)(3).

(iv) Since each of the purposes specified in subdivision (i) of this subparagraph is an exempt purpose in
itself, an organization may be exempt if it is organized and operated exclusively for any one or more of
such purposes. If, in fact, an organization is organized and operated exclusively for an exempt purpose or
purposes, exemption will be granted to such an organization regardless of the purpose or purposes specified
in its application for exemption. For example, if an organization claims exemption on the ground that it is
educational, exemption will not be denied if, in fact, it is charitable.

— (2) Charitable defined. The term charitable is used in section 501(c)(3) in its generally accepted legal sense

and is, therefore, not to be construed as limited by the separate enumeration in section 501(c)(3) of other
tax-exempt purposes which may fall within the broad outlines of charity as developed by judicial decisions.
Such term includes: Relief of the poor and distressed or of the underprivileged; advancement of religion;
advancement of education or science; erection or maintenance of public buildings, monuments, or works;
lessening of the burdens of Government; and promotion of social welfare by organizations designed to
accomplish any of the above purposes, or (i) to lessen neighborhood tensions; (ii) to eliminate prejudice
and discrimination; (iii) to defend human and civil rights secured by law; or (iv) to combat community
deterioration and juvenile delinquency. The fact that an organization which is organized and operated for
the relief of indigent persons may receive voluntary contributions from the persons intended to be relieved
will not necessarily prevent such organization from being exempt as an organization organized and operated
exclusively for charitable purposes. The fact that an organization, in carrying out its primary purpose,
advocates social or civic changes or presents opinion on controversial issues with the intention of molding
public opinion or creating public sentiment to an acceptance of its views does not preclude such organization
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from qualifying under section 501(c)(3) so long as it is not an action organization of any one of the types
described in paragraph (c)(3) of this section.

r,-—}% (3) Educational defined-~(i) In general. The term educational, as used in section 501(c)(3), relates to:

. %
-

(a) The instruction or training of the individual for the purpose of improving or developing his
capabilities; or.

(b) The instruction of the public on subjects useful to the individual and beneficial to the community.

An organization may be educational even though it advocates a particular position or viewpoint so long as
it presents a sufficiently full and fair exposition of the pertinent facts as to permit an individual or the public
to form an independent opinion or conclusion. On the other hand, an organization is not educational if its
principal function is the mere presentation of unsupported opinion.

(i) Examples of educational organizations. The following are examples of organizations which, if they
otherwise meet the requirements of this section, are educational:

Example 1. An organization, such as a primary or secondary school, a college, or a professional or trade school,
which has a regularly scheduled curriculum, a regular faculty, and a regularly enrolled body of students in
attendance at a place where the educational activities are regularly carried on.

Example 2. An organization whose activities consist of presenting public discussion groups, forums, panels,
lectures, or other sumlar programs. Such programs may be on radio or television.

Example 3.An organization which presents a course of instruction by means of correspondence or through the
utilization of television or radio.

Example 4. Museums, zoos, planetariums, symphony orchestras, and other similar organizations.

(4) Testing for public safety defined. The term testing for public safety, as used in section 501(c)(3),
includes the testing of consumer products, such as electrical products, to determine whether they are safe
for use by the general public.

(5) Scientific defined. (i) Since an organization may meet the requirements of section 501{c)(3) only if it
serves a public rather than a private interest, a scientific organization must be organized and operated in the
public interest (see subparagraph (1)(ii) of this paragraph). Therefore, the term scientific, as used in section
501(c)(3), includes the carryino on of scientific research in the public interest. Research when taken alone
is a word with various meanings; it is not synonymous with scientific; and the nature of particular research
depends upon the purpose which it serves. For research to be scientifi ic, within the meaning of section 501(c)
(3), it must be carried on in furtherance of a scientific purpose. The determination as to whether research is
scientific does not depend on whether such research is classified as fundamental or basic as contrasted with
applied or practical. On the other hand, for purposes of the exclusion from unrelated business taxable income
provided by section 512(b)(9), it is necessary to determine whether the organization is operated prlmarlly for
purposes of carrying on fundamental, as contrasted with applied, research.







