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[Sec. 504)

-SEC. 504. DENIAL OF EXEMPTION.
- v [Sec. 504(a)]

o () Gm’snfu. Rute—In the casc of any organizaﬁc.m' dcscribcd‘in ‘scction 501
(€) (3) to which section 503 _is applicable, excmption under section 501 shall

- ‘”’"ﬁinicd for the taxable year if the amounts accumulated out of income during
the taxable year or any prior taxable ycar and not actually paid out by the end ’

of the taxable ycar— N

(1) are unre in amount or duration in order to carry out the
charitable, educational, or other purposc or function constituting the basis
for exemption under section 501 (2) of an organization described in section
501 (c) (3); or : : .

(2) are used to a substantial degree for purposes or functions other than
those constituting the basis for exemption under scetion 501 (a) of an organs
ization described in section $01 (c) (3); or

(3)_are invested in such 2 manner as to jeopardize the carrying out of
the chanitable, educational, or other purpose or function constituting the
basis for exemption under section 50! (a) of an organization described in
section 501 (¢) (3).

ﬂparagraph (1) shall not apply to income attributable to property of a decedent
dying before January 1, 1951, which is transferred under .his will to a trust
created by such will. In the case of a trust created by the will of a decedent
dying on or after January 1, 1951, if income is required to be accumulated pur-

“suant to the mandatory terms of the will creating the trust, paragraph (1) shall
apply only to inconie accumulated during a taxable year of the trust beginning’
more than 21 years after the date of death of the last lifc in being designated
in the trust instrument.

[Sec. 504¢(b)]
{b) Cross REFERENCES.—

For limitation on charitable contributions in case of unreasonable ac-
cumulations by certain trusts, sec section 681 (¢) (2).

SEC. 511, IMPOSIT.ION OF TAX ON UNRELATED BUSINESS IN-
COME OF CHARITABLE, ETC., ORGANIZATIONS.
. {Sec. 511(a)]
(2) CHARITABLE, ETC., OncANIZATIONS TAXARLE AT ColroraTION RATES.—

(1)_IxrosiTion oF Tax—There is hercby imposed for each taxable yecar
on the unrelated Business taxable in s defined in scction 512) of every
Torganization described in paragraph (2) a normal tax and 2 surtax computed as

provided in section 11. In making such éomputation for purposes of this
section, the term “taxable income” as used in section 11 shall be read as
“unrelated business taxable income"”.

(2) ORCANIZATIONS SUBJECT TO TAX.~—

(A) Orcanizations pescriBed IN secTion 501(c)(2), (3), (5), {6),
AND (17), aND secTion 401(a).—The taxes imposed by paragraph (1) shall
apply in the case of any organization (other than a church, a convention or
association of churches, or a trust described in subsection (b)) which is
exempt, except as provided in this part, from taxation under this subtitle
by reason of section 401(a) or of paragraph (3), (5), (6), or (17) of
scction 501(c). Such taxes shalil also apply in the case of a.corporation
described in section 501(¢)(2) if the income is payable to an orgaaization
which, itself is subject to the taxes imposed by paragraph (1) oz to a
church or to a convention or association of churches.



