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Internal Revenue Service, Treasury § 1.504–2

§ 1.504–1 Attempts to influence legisla-
tion; certain organizations formerly 
described in section 501(c)(3) de-
nied exemption. 

Section 504(a) and this section apply 
to an organization that is exempt from 
taxation at any time after October 4, 
1976, as an organization described in 
section 501(c)(3), and that ceases to be 
described in that section because it— 

(a) Is an action organization within 
the meaning of § 1.501(c)(3)–1(c)(3)(ii) or 
(iv), on account of activities occurring 
after October 4, 1976, or 

(b) Is denied exemption under the 
provisions of section 501(h) (see 
§ 1.501(h)–3 or § 56.4911–9). 

This section does not apply, however, 
to an organization that was described 
in section 501(h)(5) and § 1.501(h)–2(b)(3) 
(relating generally to churches) for its 
taxable year immediately preceding 
the first taxable year for which it is no 
longer an organization described in sec-
tion 501(c)(3). An organization to which 
section 504(a) and this section apply 
shall not be treated as described in sec-
tion 501(c)(4) at any time after the or-
ganization ceases to be described in 
section 501(c)(3). Further, an organiza-
tion denied treatment as an organiza-
tion described in section 501(c)(4) under 
this section may not be treated as an 
organization described in section 501(c) 
other than as an organization described 
in section 501(c)(3). For rules relating 
to recognition of exemption after ex-
emption is denied under section 501(h), 
§ 1.501(h)–3(d). 

[T.D. 8308, 55 FR 35592, Aug. 31, 1990]

§ 1.504–2 Certain transfers made to 
avoid section 504(a). 

(a) Scope. Under section 504(b), a 
transfer described in paragraph (b) or 
(c) of this section to an organization 
exempt from tax under section 501(a) 
may result in loss of exemption by the 
transferee unless the Commissioner de-
termines, under paragraph (e) of this 
section, that the original transfer did 
not effect an avoidance of section 
504(a). For purposes of this section, the 
term transfer includes any use by, or 
for the benefit of, the recipient of the 
transfer, but does not include any 
transfer made for adequate and full 
consideration. 

(b) Transferor and transferee commonly 
controlled—(1) Loss of exemption. A 
transfer is described in this paragraph 
(b) if it is described in paragraphs (b)(2) 
through (b)(6). The transferee of a 
transfer described in this paragraph 
will cease to be exempt from tax under 
section 501(a), unless the provisions of 
paragraph (e) of this section apply. 

(2) Transferor organization. A transfer 
is described in this paragraph (b)(2) 
only if it is from an organization 
that— 

(i) Is or was described in section 
501(c)(3), but not in section 501(h)(5), 
and 

(ii) Is determined to be an ‘‘action’’ 
organization (as defined in § 1.501(c)(3)–
1(c)(3)(ii) or (iv)), or is denied exemp-
tion from tax by reason of section 
501(h) and either § 1.501(h)–3 or § 56.4911–
9. 

(3) Transferor and transferee commonly 
controlled. A transfer is described in 
this paragraph (b)(3) only if, at the 
time of the transfer or at any time dur-
ing the transferee’s ten taxable years 
following the year in which the trans-
fer was made, the transferee is con-
trolled (directly or indirectly), as de-
fined in paragraph (f) of this section, 
by the same person or persons who con-
trol the transferor. 

(4) Time of transfer. A transfer is de-
scribed in this paragraph (b)(4) only if 
the transfer is made— 

(i) After the date that is 24 months 
before the earliest of the effective date 
of the determination under section 
501(h) that the transferor is not ex-
empt, the effective date of the Commis-
sioner’s determination that the trans-
feror is an ‘‘action’’ organization (as 
defined in § 1.501(c)(3)(ii) or (iv)), or the 
date on which the Commissioner pro-
poses to treat it as no longer described 
in section 501(c)(3), and 

(ii) Before the transferor again is rec-
ognized as an organization described in 
section 501(c)(3). 

(5) Transferee. A transfer is described 
in this paragraph (b)(5) only if the 
transferee is exempt from tax under 
section 501(a) but the transferee is nei-
ther— 

(i) An organization described in sec-
tion 501(c)(3), nor 
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