
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petl-tion :

o f :

ROCKI^IOOD PARK CONCERNED RESIDENTS, INC. : DECISION

for a Redetermlnatlon of Denlal of Exempt 3
Organizat lon Status under Art ic les 28 and.29
of the Tax Law. :

Pet i t ioner,  Rockwood Park Concerned Resldents, Inc.,  157-11 91st Street,

Howard Beach, New York II4L4, filed a petltlon for a redetermination of denlal-

of exenpt organization status under Articles 28 and, 29 of the Tax Law (Flle No.

68466) .

A hearlng was held before Frank Landers, Ilearl-ng Offlcer, at the offlces

of the State Tax Cornnisslon, Two Worl-d Trade Center, New York' New York, on

January 13, L987 at 9:15 A.M., with aL1 br lefs f l led by June 3, 1987. Pet l t loDer

appeared by John A. Blondo, C.P.A. The Audlt Divlslon appeared by John P.

Dugan, Esq. (Mark Volk,  Esq.,  of  counsel) .

ISSUE

Whether the Audit DLvlslon properly denied petitloner! s appllcatlon for

exempt organizatlon status.

FINDINGS OF FACT

1. On or about December 13, 1985, the Audlt Dlvision recelved an appllca-

tlon for an exempt organization certlfLcate, seeklng exemptlon fron sales and

compensat ing use tax under Tax Law S 1116(a)(a),  on behalf  of  pet l t loner,

Rockwood Park Concerned ResLdents, Inc. (herelnafter |tRockwoodt').
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2. By let ter dated January 24, 1986, the Audit  Divls lon denled Rockwoodts

appllcatlon for fallure to meet both the organlzational and operational- crlteria

for exemptLon. The Letter stated, ln pert lnent part :

ttYour corporatlon falLs to meet the organizatlonal test for
the followlng reasons:

The purposes stated ln Artlcle 3 of your Certificate
of Incorporation are not exclusively charltable wlthin
the above definition of that term. Your corporatlon
ls organized substantlally for clvlc and soclal
welfare purposes.

The term rsocial wel-farer rel-ates to promoting ln some
way the common good and general welfare of the people
of the comunlty, such as bringlng about cl-vlc better-
ment and social improvements. Whlle such purposes are
soclally desirable they are not among those speclfied
ln the statute for whlch sal-es tax exemPtion nay be
granted.

The dlssoLutlon provislon contalned ln ArticLe 3(d) of
your Certlficate of Incorporatlon ls not acceptable
because i t  fal ls to dedicate the assets of the corpor-
ation to one or more exempt purPoses spectfLed ln
sec t lon  11 f6(a)  (4 )  o f  the  Sa les  Tax  Law.

* *

The informatlon presented discloses that your corporatlon
is operating ln a manner sinllar to the organization
descrlbed in Revenue Rullng 75-386 as its prLnary actlvlty
conslsts of hiring a private security patrol for the
protect lon of residents. This purpose is constdered to be
socLal wel-fare in nature rather than charitable. Slnce
socLal wel-fare purposes are not auong those specifled I-n
the statute, your corporation does not meet the operatlonal
test for exempti.on.

Further, Iile note that the Federal exenption recelved by
your corporat ion is under sect ion 501(c)(4) of the Internal
Revenue Code, as a social welfare organlzation, rather than
under section 501 (c) (3) ' as a charltabl-e organlzatlon,
which ls ldentlcal to the Sales Tax Law.

Slnce your corporation ls not both organlzed and operated
exclusively for one or more of the purposes specifted ln
sectlon 1116(a) (4) of the Tax Latr, it does not quaLLfy fot
sales tax exemption.rl

1 .

2 .
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3. Rockwood was lncorporated on February 7r 1983 pursuant to section 402

of the Not-for-Profit Corporatlon Law ("NFPCL") as a "Type A[ corporatton

(NFPCL S 201tbl) .  The Cert l f icate of Incorporat lon states that the corporat lon

was organLzed fot the following purposes:

rrL. To unite in common organization those members or
resldents in the comnunity known as Rockwood Park and
the adJointng conmunlty known as Spring Creek Park.

2. To facilltate the lmprovement of conrmunity services
including protection and welfare of residents, assistLng
and deveLoping plans to create a safer communlty'
partlcipatlng ln programs for the general lmprovement
of the community.

3. To exerciser promote and protect the privLleges and
interests of Rockwood Park and Spring Creek Park; to
foster a heal-thy lnterest ln the civlc affairs of the
connunity; to develop good citlzenshlp and to inqulre
lnto civlc abuses and to seek reformatlon thereof.r

4. Rockwoodrs by-laws do not elaborate on corporate purposes or scope of

act iv l tyr but descr ibe and del lneate the off ices, members, directorshlps'

officers and miscellaneous adntnistratlve functions.

5. Rockwoodts chlef function ls provldlng a paid securLty patroL 24 hours

per day, seven days a week, 52 weeks a year. Sald patrols were set uP as a

deterrent to crime which nas rampant in the Rockwood Park and Spring Creek Park

areas of Jamaica, Queens prlor to thelr lnstitution in 1983.

6. In additlon to security patrols, Rockwood lnplenented various Programs

to prevent crime t a fLngerprinting program for chlldren, publlcatLon of a

newsletter call-ed ttThe Bulletlnr', sponsorshlp of an annual Lnfornation nlght,

seminars wlth tralned personnel from the fire departnent, pollce department or

other professlonal agencies, and a crime preventton essay and poster contest

run in conjunctlon wlth area schools.
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7. Petitloner coul-d not provlde a breakdown of expendltures or tlme

cornmltments allotted to each of the programs mentloned l-n Flndlng of Fact il6rr,

but it was conceded that its maJor expenditure was for the securlty Patrol

servlce.

8. Rockwood f inances i ts act iv l t ies through a $10r000.00 contraet wlth

the Division of Crininal Justlce Services entered lnto sometLme ln L984,

membership dues and contributions from the communl.ty at large. No detalled

budget or financtal statements were submltted on behal-f of petltLoner.

9. 0n or about March 29, 1985, petitloner rras granted an exemPtlon from

Federal lncome taxation pursuant to sectlon 501 (c) ( ) of the Internal Revenue

Code.

10. Sect lon 3(d) of Rockwoodrs Cert i f lcate of Incorporat ion descrlbes the

distrlbutlon of assets on dissolution or llquldation. Sald clause provldes

that no member shall be entltled to any distribution or dlvision of the remalning

property or proceeds of the corporatlon and that said property or proceeds

sha1l be used or distributed subJect to the order of the Supreme Court of the

State of New York as provided by law for those purposes set forth ln paragraph

4 of the Certificate of Incorporation, whlch was left bl-ank by petltloner, and

within the intendrnent of sectlon 501(c) of the Internal Revenue Code of L954.

11. Petitloner contends that it has met the otgartlzatl-onal and operatlonal

requirements of Tax Law S 1116(a) (4) quallfying it to be an exemPt organlzatl-on.

CONCLUSIONS OF I"AW

A. That Tax Law $ 1116(a) (4) provldes an exemption from the sales and

compensating use taxes inposed under Article 28 to rrIa)ny corPoratlon, associa-

tlon, trust, or conmunity chest, fund or foundatlonr organlzed and operated

exclusively for rel- ig lous, chari table, scient i f lc,  test lng for publLc safety,
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Llterary or educational purposes, or to foster national or international

amateur sports competitlon (but only lf no part of l-ts actlvlties lnvolve the

provlslon of athletlc facllitles or equlpment), or for the preventlon of

cruelty to children or animals, no part of the net earnings of which Lnures to

the beneflt of any private shareholder or lndlvldual, no substantlal part of

the activlttes of which is carrylng on propaganda, or othentise attemptlng to

influence leglslatlon ... and which does not partlclpate in, or tntervene ln

(lncl-uding the publ-ishing or distributing of statements) r an1r polltical campalgn

on behal- f  of  any candldate for publ ic off lce.. . ."

B .  Tax  Law S 1116(a) (4 )  i s  v l r tua l l y  lden t ica l  to  sec t ion  501(c ) (3 )  o f

the Internal- Revenue Code whlch sets forth a portion of the Federal llst of

exempt organizatlons. The Internal Revenue Code makes a dl-stlnctl.on between

corporations organlzed and operated excluslvely for reLiglous, charltable,

sclentlflc, testing for public safetyr llterary or educatlonal purposes and

those civlc organizations not organized for profit but operated excluslveLy for

the  promot lon  o f  soc ia l -  we l fa re  pursuant  to  I .R .C.  S  501(c) (a ) .

C. In ascertaining whether an organlzation ls organlzed excl-uslvel-y for

one or more of the enumerated exempt purposes, the focus ls on the provlsions

of the organiztng documents. The documents must linlt the purposes of the

organization to one or more exempt purposes and can not expressly emPower the

otganLzation to participate, other than as an lnsubstantlal part of lts activlties'

in activlties which are not in furtherance of one or more exemPt Purposes (20

NYCRR 529.7 [c] [ f ] t l l ) .  On the other hand, 1n deterninlng whether the organlzat lon

ls operated exclusLvely for one or more exempt purposes' the focus ls on the

organlzationts actlvitles. Nearly all of lts actlvitles muat accomPllsh one or

more exempt purposes; or stated ln a dlfferent rr41lr ar organizatlon wlLL not be



-6-

regarded as exempt if more than an lnsubstantial part of lts actlvities ls not

in furtherance of an exempt purpose (20 NYCRR 529.7 tdl t2l ; I'Ioodhaven Residents

1986 ) .Block Association, Inc. , State Tax Comlssl.on, November

D. That 20 NYCRR 529.7 (e)(1) def ines "charl- tabLe" and "educat lonalt t  for

purposes of Tax Law $ 1116(a) (4) as fol lows:

"(11) CharitabLe. The term charltabl-e Lncludes: rellef of
the poor, distressed, 6;-Giia;;?1v11eged; advancement
of rel-lgion; advancement of educatlon or sclence;
erection or malntenance of publlc bulldings' monumentst
or works; lessening the burdens of government; the
pronotlon of socLal welfare by organlzatlons deslgned
to accompl-lsh any of the above purposes' or to lessen
neighborhood tenslons; to elimlnate prejudice and
discrimination; to defend human and civll rlghts
secured by law; or to combat conmunlty deterloratlon
and Juvenll-e dellnquency.

* * *

(v) Educatlonal. Educational shall mean the lnstructlon
or trainiog ofTEEd-dual for the purpose of
improving or devel-oping hls capabllitles or the
instruction of the publlc on subjects useful to the
indlvidual and beneficial to the cornmunlty.rl

The New York regul-ation pertaining to ttcharitablett nas patterned after Treasury

Regu la t ion  S 1 .501(c ) (3 ) -1 (d) (2 ) .  L ikewise ,  the  New York  de f ln i t ion  o f

rreducationaltt ls virtually identlcal to the defl-nltlon in Treas. Reg.

S 1 .501(c ) (3 ) -1 (d) (3 ) .  I r  i s  no tewor thy  tha t  the  Federa l  regu la t lone were

pronulgated pursuant to Internal Revenue Code $ 501 (c) (3) and not Code

S 50f(c)(a),  the lat ter of  whlch pertalns to clv lc organlzat lons operated

exclusively for the promotion of soclal welfare like Rockwood Park Concerned

Residents, Inc. Even though the term social- welfare is used in the defl-nltLon

of ttcharltablett in the Federal- and State regulatlons, civlc organlzatlons

operated for the promotion of social welfare do not constltute charitable

20,
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organlzat lons within ei ther InternaL Revenue Code $ 501(c)(3) or Tax Law

$  r 1 1 6 ( a )  ( 4 ) .

E. That petltioner was incorporated under Not-for-Profit Corporatl-on Law

$ 201(b) as a trType Afr not- for-prof i t  corporat ion wlth l ts stated purposes

being civlc, soclal and political Ln nature, not charltable or educatlonal.

F. That petJ. t lonerrs Cert l f l -cate of Incorporat ion does not sat isfy the

otganLzational test set forth l-n Tax Law $ 1116(a)(4)' ln that none of the

enumerated tax purposes are set forth therein. Further, petltLonerfs operatlons

are not exclusLvely educational and/or charltable as these terms are deflned ln

20 NYCRR 529.7(e)(1), .S1. The maJor expendlture of Rockwood was for a

securlty servlce, which activlty comprised the substantlal part of petitlonerrs

activitles, whereas the seminars, essay and poster contests, and tnformatlon

nlghts lt sponsors were the insubstantlal part of lts actlvlties.

G. That petitionerrs Federal exempt status was granted pursuant to

Internal- Revenue Code S 501 (c) (4) not Internal Revenue Code $ 50f (c) (3) , the

model- for New York Tax Law sect lon 1115(a)(4),  and therefore Rockwoodfs Federal

exemption was based upon Lts status as a social welfare organlzation, not a

charitabl-e organlzation.

H. That the petition of Rockwood Park Concerned Residents, Inc. ls hereby

denied.

DATED: Albany, New York

AUo 2 81987
STATE TAX COMMISSION



STATE OF NEW YORK

STATE TN( COMMISSION

In the Matter of the Pet l t lon
o f

Rockwood Park Concerned Resldents, Inc.

for a Redetermination of Denial of Exenpt
Organization Status under Artlcles 28 and, 29
of the Tax Law.

That deponent further
hereln and that the address
of the pet i t ioner.

Sworn to before ne thls
28th day of August,  1987.

State of New York :
s s .  :

County of Al-bany :

David Parchuck/Janet l '1. Snay, belng dul-y sworn, deposes and says that
he/she ls an employee of the State Tax Connnission, that he/she ls over 18 years
of age, and that on the 28th day of August, L987, he/she served the wlthLa
notice of Decision by certlfied mall upon Rockwood Park Concerned Reeidents'
Inc. the petitloner ln the withLn proceedlng, bI enclosing a true copy thereof
in a securely sealed postpaid wrapper addressed as follows:

Rockwood Park Concerned Resldents, Inc.
1 5 7 - 1 1  9 1 s t  S t r e e t
Howard Beach, NY 11414

and by depositing same enclosed in a postpald properly addressed wrapper Ln a
post offlce under the exclusive care and custody of the Unlted States Postal
Service wl.thin the State of New York.

AFFIDAVIT OF UAILING

says that the sald addressee is the Petltioner
set forth on sald ltrapper is the last known addrees

rLzed
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STATE

STATE

OF NEW YORK

TAX COMMISSION

In the Matter of the Pet i t ion
o f

Rockwood Park Concerned ResLdents, Inc.

for a Redetermlnatlon of Denlal of Exempt
Organization Status under Articles 28 and 29
of the Tax Law.

AFFIDAVIT OF UAILING

State of New York :
s s .  :

County of Al-bany :

David Parchuck/Janet M. Snay, being duly sworn, deposes and says that
he/she ls an enpJ-oyee of the State Tax Comlssion, that he/she ls over 18 yearg
of age, and that on the 28th day of August, L987, he served the withln notice
of Decislon by certifled nall upon John A. Bl.ondo, the representatlve of the
petitioner in the wlthin proceeding, by encloslng a true copy thereof in a
securely seaLed postpaid wrapper addressed as foLlows:

John A. Biondo
1619 Paula Lane
East Meadow, NY 1f554

and by depositing same enclosed ln a postpaid properly addressed wrapper ln a
post office under the exclusive care and custody of the United Statee Postal
Service wlthin the State of New York.

That deponent further says that the sald addressee ls the rePresentatlve
of the petitioner herein and that the address set forth on said ltrapPer Ls the
last known address of the representative of the petitloner.

Sworn to before me this
28th day of August,  L987.

te r
ec t lon  174



S T A T E  O F  N E W  Y O R K
S T A T E  T A X  C O M M I S S I O N

A L B A N Y ,  N E W  Y O R K  L 2 2 2 7

August 28, 1987

Rockwood Park Concerned Resldents, Inc.
1 5 7 - 1 1  9 1 s t  S t r e e t
Iloward Beach, NY LL4L4

Gent,lemen:

Please take notice of the Declslon of the State Tax Comlsslon enclosed
herewith.

You have now exhausted your rlght of revlew at the admtnlstratlve level.
Pursuant to sectlon(s) 1138 of the Tax Law, a proceedl-ng ln court to revlelt an
adverse declsion by the State Tax Corunlsslon may be instltuted only under
ArticLe 78 of the Civll Pract,ice Law and Rules, and must be conrmenced ln the
Supreme Court of the State of New York, Albany Countyr wlthin 4 months from the
date of thls not ice.

Inguirles coneerning the computatlon of tax due or refund al-lowed ln accordance
Itlth thls declslon may be addressed to:

NYS Dept. Taxatlon and Finance
Audlt Evaluatlon Bureau
Assessment Revlew Unit
Bulldlng #9, State Canpus
Albany, New York L2227
Phone # (518) 453-430L

Very truly yours'

STATE TAX COMMISSION

cc3 Taxlng Bureaurs RepresentatLve

Petitloner t s Representatlve :
John A. Blondo
1619 Paula Lane
East Meadow, NY 11554


