
72 

26 CFR Ch. I (4–1–09 Edition) § 1.507–1 

Revenue Service. The date of filing is the 
date of the United States postmark on the 
cover in which an exemption application is 
mailed or, if no postmark appears on the 
cover, the date the application is stamped as 
received by the Service. If an extension for 
filing the required notice has been granted to 
the organization, a notice filed on or before 
the last day specified in the extension will be 
considered timely and not the otherwise ap-
plicable date under Q&A–6. 

Q–8: What is the effect on exemption of the 
filing of an incomplete notice? 

A–8: Although a properly completed and 
executed Form 1024 together with the re-
quired additional information (See Q&A–4 
and Q&A–5) must be submitted to satisfy the 
notice required by section 505(c), the failure 
to file, within the time specified, all of the 
information necessary to complete such no-
tice will not alone be sufficient to deny rec-
ognition of exemption from the date of orga-
nization to the date the completed informa-
tion is submitted to the Service. If the no-
tice which is filed with the Service within 
the required time is substantially complete, 
and the organization supplies the necessary 
additional information requested by the 
Service within the additional time allowed, 
the original notice will be considered timely. 
However, if the notice is not substantially 
complete or the additional information is 
not provided within the additional time al-
lowed, exemption will be recognized only 
from the date of filing of the additional in-
formation. 

SECTION 501(C)(9) AND (17) ORGANIZATIONS 
ORGANIZED ON OR BEFORE JULY 18, 1984 

Q–9: What is the notice required of an orga-
nization or trust organized on or before July 
18, 1984, that claims exempt status as an or-
ganization described in section 501(c) (9) or 
(17)? 

A–9: Section 505(c) provides a special rule 
for existing organizations and trusts orga-
nized on or before July 18, 1984. Such an or-
ganization or trust will not be treated as de-
scribed in paragraphs (9) or (17) of section 
501(c) unless the organization or trust noti-
fies the Internal Revenue Service in the 
manner and within the time prescribed in 
these regulations that it is claiming exemp-
tion under the particular section. The type 
of notice, the manner for filing that notice, 
and the additional information required is 
the same as that set forth in Q&A–3 through 
Q&A–5 for new organizations. 

Q–10: When must the required notice be 
filed by an organization or trust organized 
on or before July 18, 1984? 

A–10: An organization or trust organized on 
or before July 18, 1984, that claims exempt 
status as an organization described in sec-
tion 501(c) (9) or (17), must file the required 
notice before February 4, 1987. An extension 
of time for filing the required notice may be 

granted by the district director if the re-
quest is submitted before the due date of the 
notice and it is demonstrated that additional 
time is needed. 

Q–11: What is the effective date of exemp-
tion for an organization or trust organized 
on or before July 18, 1984, that has submitted 
the required notice? 

A–11: If the required notice is filed within 
the time provided by these regulations, the 
organization’s exemption will be recognized 
retroactively to the date the organization 
was organized, provided its purpose, organi-
zation and operation (including compliance 
with the applicable nondiscrimination re-
quirements) during the period prior to the 
date of the determination letter are in ac-
cordance with the applicable law. If, on the 
other hand, the required notice is filed after 
the time provided by these regulations, ex-
emption will be recognized only for the pe-
riod after the notice is received by the Inter-
nal Revenue Service. See Q&A–7 for a further 
discussion of date of filing. See also Q&A–8 
for the effect on exemption of a notice that 
has been timely filed but is incomplete. 

EXCEPTIONS TO NOTICE REQUIREMENT 

Q–12: Are any organizations or trusts 
claiming recognition of exemption as an or-
ganization described in section 501(c) (9) or 
(17) excepted from the notice requirement of 
section 505(c)? 

A–12: An organization or trust that has 
previously notified the Internal Revenue 
Service of its claim to exemption by filing 
Form 1024 is not required, under section 
505(c), to renotify the Service. Thus, an orga-
nization that has filed a Form 1024 that is 
pending with the Service need not refile that 
form. Also, an organization that has received 
a ruling or determination letter from the 
Service recognizing its exemption from tax-
ation need not submit the notification re-
quired by section 505(c). 

[T.D. 8073, 51 FR 4330, Feb. 4, 1986] 

PRIVATE FOUNDATIONS 

§ 1.507–1 General rule. 

(a) In general. Except as provided in 
§ 1.507–2, the status of any organization 
as a private foundation shall be termi-
nated only if: 

(1) Such organization notifies the dis-
trict director of its intent to accom-
plish such termination, or 

(2)(i) With respect to such organiza-
tion, there have been either willful re-
peated acts (or failures to act), or a 
willful and flagrant act (or failure to 
act), giving rise to liability for tax 
under chapter 42, and 
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(ii) The Commissioner notifies such 
organization that, by reason of subdivi-
sion (i) of this subparagraph, such or-
ganization is liable for the tax imposed 
by section 507(c) 

and either such organization pays the 
tax imposed by section 507(c) (or any 
portion not abated under section 507(g)) 
or the entire amount of such tax is 
abated under section 507(g). 

(b) Termination under section 507(a)(1). 
(1) In order to terminate its private 
foundation status under paragraph 
(a)(1) of this section, an organization 
must submit a statement to the dis-
trict director of its intent to terminate 
its private foundation status under sec-
tion 507(a)(1). Such statement must set 
forth in detail the computation and 
amount of tax imposed under section 
507(c). Unless the organization requests 
abatement of such tax pursuant to sec-
tion 507(g), full payment of such tax 
must be made at the time the state-
ment is filed under section 507(a)(1). An 
organization may request the abate-
ment of all of the tax imposed under 
section 507(c), or may pay any part 
thereof and request abatement of the 
unpaid portion of the amount of tax as-
sessed. If the organization requests 
abatement of the tax imposed under 
section 507(c) and such request is de-
nied, the organization must pay such 
tax in full upon notification by the In-
ternal Revenue Service that such tax 
will not be abated. For purposes of sub-
title F of the Code, the statement de-
scribed in this subparagraph, once 
filed, shall be treated as a return. 

(2) Termination of private foundation 
status under section 507(a)(1) does not 
relieve a private foundation, or any 
disqualified person with respect there-
to, of liability for tax under chapter 42 
with respect to acts or failures to act 
prior to termination or for any addi-
tional taxes imposed for failure to cor-
rect such acts or failures to act. See 
subparagraph (8) of this paragraph as 
to the possible imposition of transferee 
liability in cases not involving termi-
nation of private foundation status. 

(3) In the case of an organization 
which has terminated its private foun-
dation status under section 507(a) and 
continues in operation thereafter, if 
such organization wishes to be treated 
as described in section 501(c)(3), then 

pursuant to section 509(c) and § 1.509(c)– 
1 such organization must apply for rec-
ognition of exemption as an organiza-
tion described in section 501(c)(3) in ac-
cordance with the provisions of section 
508(a). 

(4) See § 53.4947–1(c)(7) of this chapter 
as to the application of section 507(a) 
to certain split-interest trusts. 

(5) For purposes of section 508(d)(1), 
the Internal Revenue Service shall 
make notice to the public (such as by 
publication in the Internal Revenue 
Bulletin) of any notice received from a 
private foundation pursuant to section 
507(a)(1) or of any notice given to a pri-
vate foundation pursuant to section 
507(a)(2). 

(6) If a private foundation transfers 
all or part of its assets to one or more 
other private foundations (or one or 
more private foundations and one or 
more section 509(a) (1), (2), (3), or (4) or-
ganizations) pursuant to a transfer de-
scribed in section 507(b)(2) and § 1.507– 
3(c), such transferor foundation will 
not have terminated its private founda-
tion status under section 507(a)(1). See 
§ 1.507–3, however, for the special rules 
applicable to private foundations par-
ticipating in section 507(b)(2) transfers. 

(7) Neither a transfer of all of the as-
sets of a private foundation nor a sig-
nificant disposition of assets (as de-
fined in § 1.507–3(c)(2)) by a private 
foundation (whether or not any portion 
of such significant disposition of assets 
is made to another private foundation) 
shall be deemed to result in a termi-
nation of the transferor private founda-
tion under section 507(a) unless the 
transferor private foundation elects to 
terminate pursuant to section 507(a)(1) 
or section 507(a)(2) is applicable. Thus, 
if a private foundation transfers all of 
its assets to one or more persons, but 
less than all of its net assets to one or 
more organizations described in sec-
tion 509(a)(1) which have been in exist-
ence and so described for a continuous 
period of 60 calendar months, for pur-
poses of this paragraph such transferor 
foundation will not be deemed by rea-
son of such transfer to have terminated 
its private foundation status under sec-
tion 507 (a) or (b) unless section 
507(a)(2) is applicable. Such foundation 
will continue to be treated as a private 
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foundation for all purposes. For exam-
ple, if a private foundation transfers all 
of its net assets to a section 509(a)(2) 
organization in 1971 and receives a be-
quest in 1973, the bequest will be re-
garded as having been made to a pri-
vate foundation and the foundation 
will be subject to the provisions of 
chapter 42 with respect to such funds. 
If a private foundation makes a trans-
fer of all of its net assets to a section 
509(a) (2) or (3) organization, for exam-
ple, it must retain sufficient income or 
assets to pay the tax imposed under 
section 4940 for that portion of its tax-
able year prior to such transfer. For 
additional rules applicable to a trans-
fer by a private foundation of all of its 
net assets to a section 509(a)(1) organi-
zation which has not been in existence 
and so described for a continuous pe-
riod of 60 calendar months, see § 1.507– 
3(e). 

(8) If a private foundation makes a 
transfer described in subparagraph (7) 
of this paragraph and prior to, or in 
connection with, such transfer, liabil-
ity for any tax under chapter 42 is in-
curred by the transferor foundation, 
transferee liability may be applied 
against the transferee organization for 
payment of such taxes. For purposes of 
this subparagraph, liability for any tax 
imposed under chapter 42 for failure to 
correct any act or failure to act shall 
be deemed incurred on the date on 
which the act or failure to act giving 
rise to the initial tax liability oc-
curred. 

(9) A private foundation which trans-
fers all of its net assets is required to 
file the annual information return re-
quired by section 6033, and the founda-
tion managers are required to file the 
annual report of a private foundation 
required by section 6056, for the taxable 
year in which such transfer occurs. 
However, neither such foundation nor 
its foundation managers will be re-
quired to file such returns for any tax-
able year following the taxable year in 
which the last of any such transfers oc-
curred, if at no time during the subse-
quent taxable years in question the 
foundation has either legal or equitable 
title to any assets or engages in any 
activity. 

(c) Involuntary termination under sec-
tion 507(a)(2). (1) For purposes of sec-

tion 507(a)(2)(A), the term willful re-
peated acts (or failures to act) means at 
least two acts or failures to act both of 
which are voluntary, conscious, and in-
tentional. 

(2) For purposes of section 
507(a)(2)(A), a willful and flagrant act (or 
failure to act) is one which is volun-
tarily, consciously, and knowingly 
committed in violation of any provi-
sion of chapter 42 (other than section 
4940 or 4948(a)) and which appears to a 
reasonable man to be a gross violation 
of any such provision. 

(3) An act (or failure to act) may be 
treated as an act (or failure to act) by 
the private foundation for purposes of 
section 507(a)(2) even though tax is im-
posed upon one or more foundation 
managers rather than upon the founda-
tion itself. 

(4) For purposes of section 507(a)(2), 
the failure to correct the act or acts 
(or failure or failures to act) which 
gave rise to liability for tax under any 
section of chapter 42 by the close of the 
correction period for such section may 
be a willful and flagrant act (or failure 
to act). 

(5) No motive to avoid the restric-
tions of the law or the incurrence of 
any tax is necessary to make an act (or 
failure to act) willful. However, a foun-
dation’s act (or failure to act) is not 
willful if the foundation (or a founda-
tion manager, if applicable) does not 
know that it is an act of self-dealing, a 
taxable expenditure, or other act (or 
failure to act) to which chapter 42 ap-
plies. Rules similar to the regulations 
under chapter 42 (see, for example, 
§ 53.4945–1(a)(2)(iii) of this chapter) 
shall apply in determining whether a 
foundation or a foundation manager 
knows that an act (or failure to act) is 
an act of self-dealing a taxable expend-
iture or other such act (or failure to 
act). 

[T.D. 7233, 37 FR 28157, Dec. 21, 1972, as 
amended by T.D. 7290, 38 FR 31833, Nov. 19, 
1973] 

§ 1.507–2 Special rules; transfer to, or 
operation as, public charity. 

(a) Transfer to public charities—(1) 
General rule. Under section 507(b)(1)(A) 
a private foundation, with respect to 
which there have not been either will-
ful repeated acts (or failures to act) or 
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