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Dear T a x p a y e r : 

T h i s r e s p o n d s t o y o u r r e q u e s t f o r i n f o r m a t i o n a b o u t y o u r f e d e r a l t a x 
s t a t u s . Our r e c o r d s do n o t s p e c i f y y o u r f e d e r a l t a x s t a t u s . However, 
t h e f o l l o w i n g g e n e r a l i n f o r m a t i o n a b o u t t h e t a x t r e a t m e n t o f s t a t e 
and l o c a l g o v e r n m e n t s and a f f i l i a t e d o r g a n i z a t i o n s may be o f i n t e r e s t 
t o y o u . 

GOVERNMENTAL UNITS 

G o v e r n m e n t a l u n i t s , s u c h as S t a t e s and t h e i r p o l i t i c a l s u b d i v i s i o n s , 
a r e n o t g e n e r a l l y s u b j e c t t o f e d e r a l income t a x . P o l i t i c a l 
s u b d i v i s i o n s o f a S t a t e a r e e n t i t i e s w i t h one o r more o f t h e 
s o v e r e i g n powers o f t h e S t a t e such as t h e power t o t a x . T y p i c a l l y 
t h e y i n c l u d e c o u n t i e s o r m u n i c i p a l i t i e s and t h e i r a g e n c i e s o r 
d e p a r t m e n t s . C h a r i t a b l e c o n t r i b u t i o n s t o g o v e r n m e n t a l u n i t s a r e 
t a x - d e d u c t i b l e u n d e r s e c t i o n 1 7 0 ( c ) ( 1 ) o f t h e I n t e r n a l Revenue Code 
i f made f o r a p u b l i c p u r p o s e . 

ENTITIES MEETING THE REQUIREMENTS OF SECTION 1 1 5 ( 1 ) 
An e n t i t y t h a t i s n o t a g o v e r n m e n t a l u n i t b u t t h a t p e r f o r m s an 
e s s e n t i a l g o v e r n m e n t f u n c t i o n may n o t be s u b j e c t t o f e d e r a l income 
t a x , p u r s u a n t t o Code s e c t i o n 1 1 5 ( 1 ) . The income o f s uch e n t i t i e s i s 
e x c l u d e d f r o m t h e d e f i n i t i o n o f g r o s s income as l o n g as t h e income 
( 1 ) i s d e r i v e d f r o m a p u b l i c u t i l i t y o r t h e e x e r c i s e o f an e s s e n t i a l 
g o v e r n m e n t f u n c t i o n , and ( 2 ) a c c r u e s t o a S t a t e , a p o l i t i c a l 
s u b d i v i s i o n o f a S t a t e , o r t h e D i s t r i c t o f C o l u m b i a . C o n t r i b u t i o n s 
made t o e n t i t i e s whose income i s e x c l u d e d income under s e c t i o n 115 
may n o t be t a x d e d u c t i b l e t o c o n t r i b u t o r s . 

TAX-EXEMPT CHARITABLE ORGANIZATIONS 
An o r g a n i z a t i o n a f f i l i a t e d w i t h a S t a t e , c o u n t y , or m u n i c i p a l 
g o v e r n m e n t may q u a l i f y f o r e x e m p t i o n f r o m f e d e r a l income t a x u n d e r 
s e c t i o n 5 0 1 ( c ) ( 3 ) o f t h e Code, i f ( 1 ) i t i s n o t an i n t e g r a l p a r t o f 
t h e g o v e r n m e n t , and ( 2 ) i t does n o t have g o v e r n m e n t a l powers 
i n c o n s i s t e n t w i t h e x e m p t i o n ( s u c h as t h e power t o t a x o r t o e x e r c i s e 
e n f o r c e m e n t o r r e g u l a t o r y p o w e r s ) . Note t h a t e n t i t i e s may meet t h e 
r e q u i r e m e n t s o f b o t h s e c t i o n s 5 0 1 ( c ) ( 3 ) and 115 u n d e r c e r t a i n 
c i r c u m s t a n c e s . See Revenue P r o c e d u r e 2 0 0 3 - 1 2 , 2003-1 C.B. 316. 
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Most e n t i t i e s must f i l e a Form 1023, A p p l i c a t i o n f o r R e c o g n i t i o n 
o f E x e m p t i o n Under S e c t i o n 5 0 1 ( 0 5 ( 3 ) o f t h e I n t e r n a l Revenue Code, 
t o r e q u e s t a d e t e r m i n a t i o n t h a t t h e o r g a n i z a t i o n i s exempt f r o m 
f e d e r a l income t a x unde r 5 0 1 ( c ) ( 3 ) o f t h e Code and t h a t c h a r i t a b l e 
c o n t r i b u t i o n s a r e t a x d e d u c t i b l e t o c o n t r i b u t o r s under s e c t i o n 
1 7 0 ( c ) ( 2 ) . I n a d d i t i o n , p r i v a t e f o u n d a t i o n s and o t h e r p e r s o n s 
sometimes want a s s u r a n c e t h a t t h e i r g r a n t s o r c o n t r i b u t i o n s a r e made 
t o a g o v e r n m e n t a l u n i t o r a p u b l i c c h a r i t y . G e n e r a l l y , g r a n t o r s and 
c o n t r i b u t o r s may r e l y on t h e s t a t u s o f g o v e r n m e n t a l u n i t s based on 
S t a t e o r l o c a l l a w . Form 1023 and P u b l i c a t i o n 4220, A p p l y i n g f o r 
5 0 1 ( c ) ( 3 ) Tax-Exempt S t a t u s , a r e a v a i l a b l e o n l i n e a t w w w . i r s . g o v / e o . 

We hope t h i s g e n e r a l i n f o r m a t i o n w i l l be o f a s s i s t a n c e t o y o u . T h i s 
l e t t e r , h o w e v e r , does n o t d e t e r m i n e t h a t you have any p a r t i c u l a r 
t a x s t a t u s . I f you a r e u n s u r e o f y o u r s t a t u s as a g o v e r n m e n t a l u n i t 
or s t a t e i n s t i t u t i o n whose income i s e x c l u d e d under s e c t i o n 1 1 5 ( 1 ) 
you may seek a p r i v a t e l e t t e r r u l i n g by f o l l o w i n g t h e p r o c e d u r e s 
s p e c i f i e d i n Revenue P r o c e d u r e 2 0 0 7 - 1 , 2007-1 I.R.B. 1 ( u p d a t e d 
a n n u a l l y ) . 

I f you have any q u e s t i o n s , p l e a s e c a l l us a t t h e t e l e p h o n e number 

shown i n t h e h e a d i n g o f t h i s l e t t e r . 

S i n c e r e l y y o u r s . 

Susan M. O ' N e i l l , D e p a r t m e n t Mgr 
A c c o u n t s Management O p e r a t i o n s 
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