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membership in the organization or by 
the permissibility of the benefit paid. 
Thus, for example, if a benefit is paid 
by an employer-funded organization 
described in section 501(c)(9) to a mem-
ber who is not an employee, a statutory 
exclusion from gross income that is 
available only for employees would be 
unavailable in the case of a benefit 
paid to such individual. Similarly, the 
fact that, for example, under some cir-
cumstances educational benefits con-
stitute other benefits does not of itself 
mean that such benefits are eligible for 
the exclusion of either section 117 or 
section 127 of the Code. 

[T.D. 7750, 46 FR 1725, Jan. 7, 1981] 

§ 1.501(c)(9)–7 Voluntary employees’ 
beneficiary associations; section 
3(4) of ERISA. 

The term voluntary employees’ bene-
ficiary association in section 501(c)(9) of 
the Internal Revenue Code is not nec-
essarily coextensive with the term em-
ployees’ beneficiary association as used 
in section 3(4) of the Employee Retire-
ment Income Security Act of 1974 
(ERISA), 29 U.S.C. 1002(4), and the re-
quirements which an organization 
must meet to be an employees’ bene-
ficiary association within the meaning 
of section 3(4) of ERISA are not nec-
essarily identical to the requirements 
that an organization must meet in 
order to be a voluntary employees’ bene-
ficiary association within the meaning 
of section 501(c)(9) of the Code. 

[T.D. 7750, 46 FR 1725, Jan. 7, 1981] 

§ 1.501(c)(9)–8 Voluntary employees’ 
beneficiary associations; effective 
date. 

(a) General rule. Except as otherwise 
provided in this section, the provisions 
of §§ 1.501(c)(9)–1 through 1.501(c)(9)–7 
shall apply with respect to taxable 
years beginning after December 31, 
1954. 

(b) Pre-1970 taxable years. For taxable 
years beginning before January 1, 1970, 
section 501(c)(9)(B) (relating to the re-
quirement that 85 percent or more of 
the association’s income consist of 
amounts collected from members and 
contributed by employers), as in effect 
for such years, shall apply. 

(c) Existing associations. Except as 
otherwise provided in paragraph (d), 

the provisions of § 1.501(c)(9)–2(a)(1) and 
(c)(3) shall apply with respect to tax-
able years beginning after December 31, 
1980. 

(d) Collectively-bargained plans. In the 
case of a voluntary employees’ bene-
ficiary association which receives con-
tributions from one or more employers 
pursuant to one or more collective bar-
gaining agreements in effect on Decem-
ber 31, 1980, the provisions of 
§§ 1.501(c)(9)–1 through 1.501(c)(9)–5 shall 
apply with respect to taxable years be-
ginning after the date on which the 
agreement terminates (determined 
without regard to any extension there-
of agreed to after December 31, 1980). 

(e) Election. Notwithstanding para-
graphs (c) and (d) of this section, an or-
ganization may choose to be subject to 
all or a portion of one or more of the 
provisions of these regulations for any 
taxable year beginning after December 
31, 1954. 

[T.D. 7750, 46 FR 1725, Jan. 7, 1981; 46 FR 
11971, Feb. 12, 1981] 

§ 1.501(c)(10)–1 Certain fraternal bene-
ficiary societies. 

(a) For taxable years beginning after 
December 31, 1969, an organization will 
qualify for exemption under section 
501(c)(10) if it: 

(1) Is a domestic fraternal beneficiary 
society order, or association, described 
in section 501(c)(8) and the regulations 
thereunder except that it does not pro-
vide for the payment of life, sick, acci-
dent, or other benefits to its members, 
and 

(2) Devotes its net earnings exclu-
sively to religious, charitable, sci-
entific, literary, educational, and fra-
ternal purposes 

Any organization described in section 
501(c)(7), such as, for example, a na-
tional college fraternity, is not de-
scribed in section 501(c)(10) and this 
section. 

[T.D. 7172, 37 FR 5618, Mar. 17, 1972] 

§ 1.501(c)(12)–1 Local benevolent life 
insurance associations, mutual irri-
gation and telephone companies, 
and like organizations. 

(a) An organization described in sec-
tion 501(c)(12) must receive at least 85 
percent of its income from amounts 
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collected from members for the sole 
purpose of meeting losses and expenses. 
If an organization issues policies for 
stipulated cash premiums, or if it re-
quires advance deposits to cover the 
cost of the insurance and maintains in-
vestments from which more than 15 
percent of its income is derived, it is 
not entitled to exemption. On the other 
hand, an organization may be entitled 
to exemption, although it makes ad-
vance assessments for the sole purpose 
of meeting future losses and expenses, 
provided that the balance of such as-
sessments remaining on hand at the 
end of the year is retained to meet 
losses and expenses or is returned to 
members. 

(b) The phrase of a purely local char-
acter applies to benevolent life insur-
ance associations, and not to the other 
organizations specified in section 
501(c)(12). It also applies to any organi-
zation seeking exemption on the 
ground that it is an organization simi-
lar to a benevolent life insurance asso-
ciation. An organization of a purely 
local character is one whose business 
activities are confined to a particular 
community, place, or district, irrespec-
tive, however, of political subdivisions. 
If the activities of an organization are 
limited only by the borders of a State 
it cannot be considered to be purely 
local in character. 

(c) For taxable years of a mutual or 
cooperative telephone company begin-
ning after December 31, 1974, the 85 per-
cent member-income test described in 
paragraph (a) of this section is applied 
without taking into account income re-
ceived or accrued from another tele-
phone company for the performance of 
communication services involving the 
completion of long distance calls to, 
from, or between members of the mu-
tual or cooperative telephone com-
pany. For example, if, in one year, a 
cooperative telephone company re-
ceives $85x from its members for tele-
phone calls, $15x as interest income, 
and $20x as credits under long distance 
interconnection agreements with other 
telephone companies for the perform-
ance of communication services involv-
ing the completion of long distance 
calls to, from, or between the coopera-
tive’s members (whether or not the 
credits may be offset, in whole or in 

part, by amounts due the other compa-
nies under the interconnection agree-
ments), the member-income fraction is 
calculated without taking into ac-
count, either in the numerator or de-
nominator, the $20x credits received 
from the other telephone companies. In 
this example, the 85 percent member- 
income test is satisfied because at 
least 85 percent 

member income

total income
=

+
= =85

85 15

85

100
85%

x

x x

of the cooperative’s total income is de-
rived from member income. 

[T.D. 6500, 25 FR 11737, Nov. 26, 1960; 25 FR 
14021, Dec. 31, 1960, as amended at 44 FR 
59523, Oct. 16, 1979] 

§ 1.501(c)(13)–1 Cemetery companies 
and crematoria. 

(a) Nonprofit mutual cemetery compa-
nies. A nonprofit cemetery company 
may be entitled to exemption if it is 
owned by and operated exclusively for 
the benefit of its lot owners who hold 
such lots for bona fide burial purposes 
and not for the purpose of fesale. A mu-
tual cemetery company which also en-
gages in charitable activities, such as 
burial of paupers, will be regarded as 
operating in conformity with this 
standard. Further, the fact that a mu-
tual cemetery company limits its 
membership to a particular class of in-
dividuals, such as members of a family, 
will not affect its status as mutual so 
long as all the other requirements of 
section 501(c)(13) are met. 

(b) Nonprofit cemetery companies and 
crematoria. Any nonprofit corporation, 
chartered solely for the purpose of the 
burial, or (for taxable years beginning 
after December 31, 1970) the cremation 
of bodies, and not permitted by its 
charter to engage in any business not 
necessarily incident to that purpose, is 
exempt from income tax, provided that 
no part of its net earnings inures to the 
benefit of any private shareholder or 
individual. 

(c) Preferred stock—(1) In general. Ex-
cept as provided in subparagraph (3) of 
this paragraph, a cemetery company or 
crematorium is not described in sec-
tion 501(c)(13) if it issues preferred 
stock on or after November 28, 1978. 
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