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(2) Exception. Paragraph (b)(1) of this 
section shall not apply to an organiza-
tion which— 

(i) Is established and maintained by 
another labor organization described in 
section 501(c)(5) (determined without 
regard to this paragraph (b)(2)); 

(ii) Is not directly or indirectly es-
tablished or maintained in whole or in 
part by one or more— 

(A) Employers; 
(B) Governments or agencies or in-

strumentalities thereof; or 
(C) Government controlled entities; 
(iii) Is funded by membership dues 

from members of the labor organiza-
tion described in this paragraph (b)(2) 
and earnings thereon; and 

(iv) Has not at any time after Sep-
tember 2, 1974 (the date of enactment of 
the Employee Retirement Income Se-
curity Act of 1974, Pub. L. 93–406, 88 
Stat. 829) provided for, permitted or ac-
cepted employer contributions. 

(3) Example. The principles of this 
paragraph (b) are illustrated by the fol-
lowing example: 

Example. Trust A is organized in accord-
ance with a collective bargaining agreement 
between labor union K and multiple employ-
ers. Trust A forms part of a plan that is es-
tablished and maintained pursuant to the 
agreement and which covers employees of 
the signatory employers who are members of 
K. Representatives of both the employers 
and K serve as trustees. A receives contribu-
tions from the employers who are subject to 
the agreement. Retirement benefits paid to 
K’s members as specified in the agreement 
are funded exclusively by the employers’ 
contributions and accumulated earnings. A 
also provides information to union members 
about their retirement benefits and assists 
them with administrative tasks associated 
with the benefits. Most of A’s activities are 
devoted to these functions. From time to 
time, A also participates in the renegoti-
ation of the collective bargaining agreement. 
A’s principal activity is to receive, hold, in-
vest, disburse, or otherwise manage funds as-
sociated with a retirement savings plan. In 
addition, A does not satisfy all the require-
ments of the exception described in para-
graph (b)(2) of this section. (For example, A 
accepts contributions from employers.) 
Therefore, A is not a labor organization de-
scribed in section 501(c)(5). 

(c) Organizations described in section 
501(c)(5) and otherwise exempt from tax 
under section 501(a) are taxable upon 
their unrelated business taxable in-
come. See part II (section 511 and fol-

lowing), subchapter F, chapter 1 of the 
Code, and the regulations thereunder. 

[T.D. 6500, 25 FR 11737, Nov. 26, 1960; 25 FR 
14021, Dec. 31, 1960, as amended by T.D. 8726, 
62 FR 40449, July 29, 1997] 

§ 1.501(c)(6)–1 Business leagues, cham-
bers of commerce, real estate 
boards, and boards of trade. 

A business league is an association of 
persons having some common business 
interest, the purpose of which is to pro-
mote such common interest and not to 
engage in a regular business of a kind 
ordinarily carried on for profit. It is an 
organization of the same general class 
as a chamber of commerce or board of 
trade. Thus, its activities should be di-
rected to the improvement of business 
conditions of one or more lines of busi-
ness as distinguished from the perform-
ance of particular services for indi-
vidual persons. An organization whose 
purpose is to engage in a regular busi-
ness of a kind ordinarily carried on for 
profit, even though the business is con-
ducted on a cooperative basis or pro-
duces only sufficient income to be self- 
sustaining, is not a business league. An 
association engaged in furnishing in-
formation to prospective investors, to 
enable them to make sound invest-
ments, is not a business league, since 
its activities do not further any com-
mon business interest, even though all 
of its income is devoted to the purpose 
stated. A stock or commodity exchange 
is not a business league, a chamber of 
commerce, or a board of trade within 
the meaning of section 501(c)(6) and is 
not exempt from tax. Organizations 
otherwise exempt from tax under this 
section are taxable upon their unre-
lated business taxable income. See part 
II (section 511 and following), sub-
chapter F, chapter 1 of the Code, and 
the regulations thereunder. 

§ 1.501(c)(7)–1 Social clubs. 
(a) The exemption provided by sec-

tion 501(a) for organizations described 
in section 501(c)(7) applies only to clubs 
which are organized and operated ex-
clusively for pleasure, recreation, and 
other nonprofitable purposes, but does 
not apply to any club if any part of its 
net earnings inures to the benefit of 
any private shareholder. In general, 
this exemption extends to social and 

VerDate Mar<15>2010 12:31 May 08, 2013 Jkt 229093 PO 00000 Frm 00033 Fmt 8010 Sfmt 8010 Q:\26\26V7.TXT ofr150 PsN: PC150



24 

26 CFR Ch. I (4–1–13 Edition) § 1.501(c)(8)–1 

recreation clubs which are supported 
solely by membership fees, dues, and 
assessments. However, a club otherwise 
entitled to exemption will not be dis-
qualified because it raises revenue 
from members through the use of club 
facilities or in connection with club ac-
tivities. 

(b) A club which engages in business, 
such as making its social and rec-
reational facilities available to the 
general public or by selling real estate, 
timber, or other products, is not orga-
nized and operated exclusively for 
pleasure, recreation, and other non-
profitable purposes, and is not exempt 
under section 501(a). Solicitation by ad-
vertisement or otherwise for public pa-
tronage of its facilities is prima facie 
evidence that the club is engaging in 
business and is not being operated ex-
clusively for pleasure, recreation, or 
social purposes. However, an incidental 
sale of property will not deprive a club 
of its exemption. 

§ 1.501(c)(8)–1 Fraternal beneficiary 
societies. 

(a) A fraternal beneficiary society is 
exempt from tax only if operated under 
the lodge system or for the exclusive 
benefit of the members so operating. 
Operating under the lodge system means 
carrying on its activities under a form 
of organization that comprises local 
branches, chartered by a parent organi-
zation and largely self-governing, 
called lodges, chapters, or the like. In 
order to be exempt it is also necessary 
that the society have an established 
system for the payment to its members 
or their dependents of life, sick, acci-
dent, or other benefits. 

[T.D. 6500, 25 FR 11737, Nov. 26, 1960, as 
amended by T.D. 7061, 35 FR 14770, Sept. 23, 
1970] 

§ 1.501(c)(9)–1 Voluntary employees’ 
beneficiary associations, in general. 

To be described in section 501(c)(9) an 
organization must meet all of the fol-
lowing requirements: 

(a) The organization is an employees’ 
association, 

(b) Membership in the association is 
voluntary, 

(c) The organization provides for the 
payment of life, sick, accident, or 
other benefits to its members or their 

dependents or designated beneficiaries, 
and substantially all of its operations 
are in furtherance of providing such 
benefits, and 

(d) No part of the net earnings of the 
organization inures, other than by pay-
ment of the benefits referred to in 
paragraph (c) of this section, to the 
benefit of any private shareholder or 
individual. 

[T.D. 7750, 45 FR 1721, Jan. 7, 1981] 

§ 1.501(c)(9)–2 Membership in a vol-
untary employees’ beneficiary asso-
ciation; employees; voluntary asso-
ciation of employees. 

(a) Membership—(1) In general. The 
membership of an organization de-
scribed in section 501(c)(9) must consist 
of individuals who become entitled to 
participate by reason of their being 
employees and whose eligibility for 
membership is defined by reference to 
objective standards that constitute an 
employment-related common bond 
among such individuals. Typically, 
those eligible for membership in an or-
ganization described in section 501(c)(9) 
are defined by reference to a common 
employer (or affiliated employers), to 
coverage under one or more collective 
bargaining agreements (with respect to 
benefits provided by reason of such 
agreement(s)), to membership in a 
labor union, or to membership in one 
or more locals of a national or inter-
national labor union. For example, 
membership in an association might be 
open to all employees of a particular 
employer, or to employees in specified 
job classifications working for certain 
employers at specified locations and 
who are entitled to benefits by reason 
of one or more collective bargaining 
agreements. In addition, employees of 
one or more employers engaged in the 
same line of business in the same geo-
graphic locale will be considered to 
share an employment-related bond for 
purposes of an organization through 
which their employers provide benefits. 
Employees of a labor union also will be 
considered to share an employment-re-
lated common bond with members of 
the union, and employees of an associa-
tion will be considered to share an em-
ployment-related common bond with 
members of the association. Whether a 
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