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FEDERAL TAXATION

Exempt Organizations— @ 7920

., .
. The Amecrican Institutc of Accountants is
not a charitable organization for the deduction
of contributions.® )
—
1. G.C.M, 4805, CB VI12, S8 (1928).
- 2. Dulles, Exr, (Cromwell Will}, v. Johnson, 273
F. (2d) 363, tev'g 155 F, Supp. 275.
3. Letter to Foundation 12/24/52.
4, Letter suling 12/15/61.
S. Rev. Rul. 60-143, CB 1960-1, 192, revok'g
G.C:M. 23116, CB' 1940-2, 100.
e

7918. Scicntific rescarch organizations,
The scientific rescarch may be basic or applied
but it must be in the public interest rather than
for the benefit of a private person or industry.
The Treasury has tf)csc tests for determining
whether rescarch is in the public intercst:

(1) The results (including any copyrights,
patents, processes or formulac) arc made avail-
able to the public on a nondiscriminatory
basis; or

(2) the rescarch is performed for the Unitec!
States, its instrumcntalitics or agencics or ¢
state or its subdivisions; or

(3) the rescarch is directed toward benc-
fiting the public.!

Among rescarch which is directed toward
benefiting the public, the Treasury lists:

. .. rescarch in conncction with the ‘scientific
education of college and university students

. . . rescarch for obtaining scicntific informa-
tion which will be published or otherwise
m~ "2 available to the public .

. . . research to cure a discase

. .. rescarch to help a community attract, de-
velop or retain an industry.

Rescarch for these purposes is carried on for
the public benefit even though a contract or
agrecnient gives the sponsors the right to any
resulting copyrights, patents or the like?

Research organizations will not be cxempt if
they perform work only for their cveators
which are not themsclves exempt charitics.
Nor will they be exempt if they do not make
the results of their rescarch available to the
public on a nondiscyi
ever, if the rescarch is
ment or for one of .-
rescarch organization:
tion by turning ove. -
person wherc this is v

‘t not losc its exemp-
-+ results to only one
- only practical way of
exploiting the discovery Tor the public?

An exempt organizsiion such as a university
or a colicge may carry on non-cxempt research.
Tt will not losc its excmiption if the non-exempt
rescarch remains secondary to its exempt pur
poscs. However, any income from the non-
exempt rescarch may be taxable as unrelated
business income, Sec § 8006. And in this con-
nection the distinction between basic and ap-
plied rescarch may be significant.

Here's how the Treasury has applicd these
rules.
. . . An organization which performed social
scicnce research and madc its findings avail-
able to the public was exempt.t
. . . An organization which designed and de-
veloped machinery in conncction with a com-
mercial operatian wasn’t excnpt.t
.. . Anorganization that prepared and distrib-
uted frec abstracts of scientific and medical
Jiterature was exempt.S

1. Regs. §1.051(c)(3)-1(d

2. Regs, § 1301(e)(3)-1(d

3. Regs. § 1.

4. Rev. Rul. 6560, C

S, Rev. Rul. 65-1, CD_1965-1,'226.
& Rov, Rul. 66147, IRD 196822, 15.
i, 66-147, IRD 1906 >

7919. Hospitals and homes for the aged.
An exempt hospital must be organized as a
non-profit organization for the carc of the sick.
While it may charge fees for ils services, to the
extent of its financial ability it must admit for
treatment those unable to pay. It may not
restrict the usc of its facilities to a particular
group of physicians. Pravisions for dividends
in the by-laws automatically disqualifics a hos.
pital. And a hospital will not be exempt if
the salaries paid to its managers are designed
to siphon off most of the income.! While the
hospital may have a prepayment plan, the use
of its facilitics must be open to all the resi-
dcnt: of an area including those unable to
yA hospital won’t be denied cxemption
merely because it charfes doctors rcasonable
and non-discriminatory fees for use of its facil-
itics in order to obtain funds fo build a new
hospital.?
A nonprofit hospital which fails to qualify
as a charitable organization may be cxempt
as a civic organization.*

Homes Jor the aged will be exempt if serv-
ices arc rendercd to all the residents or a
reasonable portion of them for fces substan-
tially below cost to the extent of the organiza-
tion’s financial ability.” To determine whether
the fees are below cost, entrance fecs and any

. other lump sum fees may be prorated over the

resident's lifc expectancy based on the Treas-
ury’s annuity tables. However, the home will
not be denicd excmption bccause some pay-
ment is demanded of all residents.?

—_—
1. Fore Seott Clinic and Hospital Corp. v. Brod-
2 tich, 99 F. § -

. Supp. 515,
2 Rev. Rul. $6-185, CB 1956-1, 202.
:. 1RS Doc. No. $351. (10/65), P: 5.
8.

Rev. Rul, 65269, 7 1965, {55
Rev. Rul. 61-72, CB 1961-1, 18S.
Rev. Rul. 64231, CB 1964-7, 139,
Rev. Rul. 61.72,'CB 19611, 183.
. e

@ 7920, Testing for public safety. An
organization which does testing for public
safety is exempt.) This includes testing con-
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