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Taxpayer Identification Number: 
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Person to ContactIlD Number: 

Contact Numbers: 
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Fax: - ---- 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

Dear i 

We have enclosed a copy of our report of examination explaining why we believe an 
adjustment of your organization's exempt status is necessary. 

If you do not agree with our position you may appeal your case. Tlie enclosed 
Publication 3498, The Examination Process, explains how to appeal an lnternal 
Revenue Service (IRS) decision. Publication 3498 also includes information on your 
rights as a taxpayer and the IRS collection process. 

If you request a conference, we will forward your written statement of protest to the 
Appeals Office and they will contact you. For your convenience, an envelope is 
enclosed. 

If you and Appeals do not agree on some or all of the issues after your Appeals 
conference, or if you do not request an Appeals conference, you may file suit in United 
States Tax Court, the United States Court of Federal Claims, or United States District 
Court, after satisfying procedural and jurisdictional requirements as described in 
Publication 3498. 
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You may also request that we refer this matter for technical advice as explained in 
Publication 892, Exempt Organization Appeal Procedures for Unagreed Issues. If a 
determination letter is issued to you based on technical advice, no further administrative 
appeal is available to you within the IRS on the issue that was the subject of the 
technical advice. 

If you accept our findings, please sign and return the enclosed Form 601 8, Consent to 
Proposed Adverse Action. We will then send you a final letter modifying or revoking 
exempt status. If we do not hear from you within 30 days from the date of this letter, we 
will process your case on the basis of the recommendations shown in the report of 
examination and this letter will become final. In that event, you will be required to file 
Federal income tax returns for the tax period@) shown above. File these returns with 

I the Ogden Service Center within 60 days from the date of this letter, unless a request 
I for an extension of time is granted. File returns for later tax years with the appropriate 
I 

I service center indicated in the instructions for those returns. 

You have the right to contact the office of the Taxpayer Advocate. Taxpayer Advocate 
assistance is not a substitute for established IRS procedures, such as the formal 
appeals process. The Taxpayer Advocate cannot reverse a legally correct tax 
determination, or extend the time fixed by law that you have to file a petition in a United 
States court. The Taxpayer Advocate can, however, see that a tax matter that may not 
have been resolved through normal channels gets prompt and proper handling. You 
may call toll-free 1-877-777-4778 and ask for Taxpayer Advocate Assistance. If you 
prefer, you may contact your local Taxpayer Advocate at: 

1 Taxpayer Advocate 

If you have any questions, please call the contact person at the telephone number 
shown in the heading of this letter. If you write, please provide a telephone number and 
the most convenient time to call if we need to contact you. 
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Thank you for your cooperation. 

Sincerely, 

R.C. Johnson 
Director EO Examinations 

Enclosures: 
Publication 892 
Publication 3498 
Form 601 8 
Report of Examination 
Envelope 
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Tax Years ended: 

Legend: 

X = organization 
S = state 
R = taxpayer representative 
P = president of X 
T= for profit owned by P 
V = tourism organization 
C = unrelated club 

Issues: 
Did the X engage a substantial non-exempt activity, causing the organization to lose its 
exemption under Internal Revenue Code section 501 (c)(4)? 

Did the X fail to meet the record keeping requirements for an organization exempt under 
Internal Revenue Code section 501 (c)(4), as stated in IRC section 6033(a)(l) and Income 
Tax Regulation (Reg.) section 1.600 1 - 1 ? 

Facts: 

X was incorporated as a non-profit corporation in the state of S on June 30, 1995. X 
was granted tax-exempt status under Internal Revenue Code section 50 1 (c)(4) in a letter 
dated May 23,1997. As of - .  , these rulings were still in effect, and had not 
been revoked or modified. 

Per the articles of incorporation of X, the purposes of the organization were to 
provide " ,, andany 
and all promotion of Unites States second amendment rights. 

X has not filed any Forms 990 or 990-EZ from its inception through the most recently 
completed tax year, the year ended 

On , an examination of the records of the X for the tax years ended 
was conducted with the 

organizations attorney, R . During that interview, R made the following statements, 
which he represented as those of the president of X. 

During the periods under examination, deposits were erroneously made to the 
accounts of X. These amounts were not the funds of the X, and should not have been 
deposited into the accounts of the EO. 

R stated that this statement was supported by the fact that the funds did not remain in the 
accounts of X. 
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community. An organization embraced within this section is one that is operated 
primarily for the purpose of bringing about civic betterments and social improvements. 

IRC section 6001 states: "Every person liable for any tax imposed by this title, or for the 
collection thereof, shall keep such records, render such statements, make such returns, 
and comply with such rules and regulations as the Secretary may from time to time 
prescribe. Whenever in the judgment of the secretary it is necessary, he may require any 
person, by notice served upon such person or regulations, to make such returns, render 
such statements, or keep such records, as the Secretary deems sufficient to show whether 
or not such person is liable for tax under this title." 

IRC section 6033(a)(l) states: "IN GENERAL.--EXC~~~ as provided in paragraph (2), every 
organization exempt fi-om taxation under section 501(a) shall file an annual return, stating 
specifically the items of gross income, receipts, and disbursements, and such other 
information for the purpose of carrying out the internal revenue laws as the Secretary 
may by forms or regulations prescribe, and shall keep such records, render under oath 
such statements, make such other returns, and comply with such rules and regulations as 
the Secretary may from time to time prescribe; except that, in the discretion of the 
Secretary, any organization described in section 401 (a) may be relieved from stating in its 
return any information which is reported in returns filed by the employer which 
established such organization. 

Regulation 1.600 1 - 1 requires an exempt organization to keep permanent books and 
records sufficient to show specific items of gross income, receipts, and disbursements and 
to substantiate the information required by section 6033. 

Reg. Section 1.6001 -1 (a) provides for the keeping of records by an organization. It 
states: "In general. Except as provided in paragraph (b) of this section, any person subject 
to tax under subtitle A of the Code (including a qualified State individual income tax 
which is treated pursuant to section 6361(a) as if it were imposed by chapter 1 of subtitle 
A), or any person required to file a return of information with respect to income, shall 
keep such permanent books of account or records, including inventories, as are sufficient 
to establish the amount of gross income, deductions, credits, or other matters required to 
be shown by such person in any return of such tax or information." 

Reg. Section 1.6033 -2(i)(2) provides that an organization exempted from filing an 
annual return under IRC section 6033 is not relieved of other record keeping 
requirements. 

In Church of Gospel Ministry, Inc. v. United States, Civil Action No. 85-1527, 
U. S. District Court for the District of Columbia, 640 F. Supp. 96; 1986 U.S. Dist. 
LEXIS 24782; 86-2 U.S. Tax Cas. (CCH) P9497; 58 A.F.T.R.2d (RIA) 5232, May 30, 
1986, Decided, the revocation of a church was upheld where the organizations' failure to 
maintain adequate records prevented it from meeting its burden of showing that it was 
operated exclusively for charitable purposes, and that its assets did not inure to the 
benefit of its officers. 
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Conclusions: 
X has been used for a substantial non-exempt purpose. Its sole remaining officer, P has 
used accounts in the name of the organization to collect and transfer funds used for non- 
exempt purposes. These transactions were engaged in purposely, and occurred 
repeatedly over a period of years. 

These transactions occurred even as the exempt activities of the exempt organization 
were reduced and eventually stopped. 

The exempt status of the X should be revoked effective the year the substantial non- 
exempt activities began, the tax year ended 

X has also failed to provide required documentation supporting exempt activities for the 
: tax years. The exempt status of the X should be revoked effective 

the first day of the first year of such failure, the tax year ended ' 
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