Part Il - Administrative, Procedural, and Miscellaneous

Notice Proposing Revenue Procedure Updating Group Exemption Letter Program

Notice 2020-36

PURPOSE

This notice contains a proposed revenue procedure that sets forth updated
procedures under which recognition of exemption from federal income tax for
organizations described in 8 501(c) of the Internal Revenue Code (Code) may be
obtained on a group basis for subordinate organizations affiliated with and under the
general supervision or control of a central organization. The proposed revenue
procedure also sets forth updated procedures a central organization must follow to
maintain a group exemption letter. The proposed revenue procedure would modify and
supersede Rev. Proc. 80-27, 1980-1 C.B. 677 (as modified by Rev. Proc. 96-40, 1996-2
C.B. 301). The Internal Revenue Service (IRS) is issuing this guidance in proposed
form to provide an opportunity for public comment because the IRS recognizes that, if
finalized, the proposed revenue procedure would make substantial changes to the
procedures set forth in Rev. Proc. 80-27 and that the application of these new
procedures may impose an additional administrative burden on central organizations
with group exemption letters in existence on the date the final revenue procedure is

published in the Internal Revenue Bulletin (preexisting group exemption letters).



BACKGROUND

The IRS oversees more than 4,000 group exemption letters that include more
than 440,000 subordinate organizations. The IRS has considered how to reduce the
administrative burden and increase the efficiency of the group exemption letter program,
to improve the integrity of data collected for purposes of program oversight, to increase
the transparency of the program, and to increase compliance by central organizations
and subordinate organizations with program requirements. For example, Rev. Proc. 80-
27 requires a central organization to submit certain information regarding its subordinate
organizations to the IRS annually in advance of the close of its accounting period. To
facilitate the provision of information under this requirement, the IRS historically mailed
each central organization a list of its subordinate organizations for verification and
return. As of January 1, 2019, the IRS stopped providing these lists to central
organizations because the provision of such lists was not required and imposed a
significant administrative burden on the IRS.

Many of the IRS’s goals for the program are attainable only by updating the
procedures currently described in Rev. Proc. 80-27. Accordingly, this notice contains a
proposed revenue procedure that would make such changes if it is finalized. This
notice discusses the changes the proposed revenue procedure would make to Rev.
Proc. 80-27 and explains the reasons for the proposed changes and how the proposed
changes would affect preexisting group exemption letters.

SUMMARY AND EXPLANATION OF CHANGES

In general

The proposed revenue procedure is intended to be a comprehensive resource
regarding group exemption letters. Accordingly, information located in other guidance,
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such as in the Treasury Regulations or other revenue procedures, has been
incorporated into the proposed revenue procedure, including, but not limited to,
information with respect to the filing of group returns (as described in section 7 of the
proposed revenue procedure) and donor or contributor reliance on group exemption
letters (as described in section 12 of the proposed revenue procedure).

The proposed revenue procedure uses formatting similar to Rev. Proc. 2020-5,
2020-1 I.R.B. 241 (updated annually) and includes much of the same information but
specifically tailored to apply to group exemption letters. For example, the proposed
revenue procedure states when the IRS will issue a group exemption letter (see section
4 of the proposed revenue procedure) and under what circumstances the IRS may
terminate a group exemption letter (see section 8 of the proposed revenue procedure).
The proposed revenue procedure describes how a subordinate organization may obtain
recognition of exemption or declare its exempt status (without obtaining recognition from
the IRS), as applicable, if the IRS does not accept a request for a group exemption
letter or declines to issue a group exemption letter or if the IRS or the central
organization terminates the group exemption letter (in its entirety or only with respect to
a particular subordinate organization) (see section 9.04 of the proposed revenue
procedure). The proposed revenue procedure explains how the effective date of
exemption is determined in each of these circumstances (see section 10 of the
proposed revenue procedure). In particular, the proposed revenue procedure explains
that, if a group exemption letter is terminated with respect to all subordinate
organizations, a subordinate organization required to file an application for recognition

of exemption has 27 months from the date of termination to obtain recognition of its



exemption to avoid interruption of its exempt status (see section 10.03(1) of the
proposed revenue procedure).

Statutory changes

The proposed revenue procedure updates the procedures currently described in
Rev. Proc. 80-27 by incorporating changes to the Code enacted since its publication in
January of 1980.

(1) Automatic revocation.

The proposed revenue procedure clarifies the application of 8 6033(j) to
subordinate organizations. Section 6033(j) automatically revokes an organization’s
exemption if the organization fails to file a required annual return or notice (as defined in
section 2.05 of the proposed revenue procedure with reference to § 6033) for three
consecutive years. See Pension Protection Act of 2006, Public Law 109-280 (120 Stat.
780 (2006)). The proposed revenue procedure explains that a subordinate organization
that has had its exemption automatically revoked (within the meaning of section 2.06 of
the proposed revenue procedure) and has not yet had its exemption reinstated after
filing an application for reinstatement (within the meaning of section 2.07 of the
proposed revenue procedure) is not eligible for initial inclusion in or subsequent addition
to a group exemption letter (see section 3.04(5) of the proposed revenue procedure). A
subordinate organization will be removed from a group exemption letter if its exemption
is automatically revoked (see section 8.02(1)(c) of the proposed revenue procedure).
When submitting the information required annually to maintain a group exemption letter
(supplemental group ruling information, or SGRI, discussed in section 6 of the proposed
revenue procedure), the central organization must notify the IRS of any subordinate

organizations that are no longer included in the group exemption letter because such
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subordinate organizations have had their exemption automatically revoked (see section
6.02(2)(a)(ii) of the proposed revenue procedure). Under the proposed revenue
procedure, the IRS may terminate a group exemption letter with respect to all
subordinate organizations if more than half of the subordinate organizations have had
their exemption automatically revoked (see section 8.01(1)(g) of the proposed revenue
procedure).

(2) Notification of intent to operate as an organization described in 8 501(c)(4).

Section 5.03(3)(c) of the proposed revenue procedure explains the application of
§ 506 to subordinate organizations. Section 506 requires an organization described in
§ 501(c)(4) to notify the Secretary that it is operating as an organization described in
§ 501(c)(4) no later than 60 days after the organization is established. See Protecting
Americans from Tax Hikes Act of 2015, Public Law 114-113, Div. Q (129 Stat. 2242
(2015)) (PATH Act). Section 5.03(3)(c) of the proposed revenue procedure explains
that a subordinate organization described in § 501(c)(4) that is included in (or
subsequently added to) a group exemption letter must follow the procedures described
in Rev. Proc. 2016-41, 2016-30 I.R.B. 165, and submit a completed electronic Form
8976, “Notice of Intent to Operate Under Section 501(c)(4).” This section explains that
a subordinate organization may authorize an individual representing the central
organization to submit Form 8976 on the subordinate organization’s behalf and to
receive any communications relating to the subordinate organization’s submission.

Proposed modifications to Rev. Proc. 80-27

The proposed revenue procedure would make additional modifications to the
procedures currently described in Rev. Proc. 80-27. In general, the changes are

intended: to increase efficiency, transparency, and compliance with the group
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exemption letter program; to improve the central organization’s ability to exercise
general supervision or control over its subordinate organizations; and to reduce the
administrative burden on the IRS. A transition rule and a grandfather rule (both
discussed in the “Applicability” section of this notice and in section 14 of the proposed
revenue procedure) address how these changes would apply to preexisting group
exemption letters.

(1) Central organization requirements to obtain and maintain a group exemption
letter.

The proposed revenue procedure includes two requirements a central
organization must satisfy to obtain and maintain a group exemption letter in addition to
the requirement set forth in Rev. Proc. 80-27 that a central organization must be
described in § 501(c) or must be an instrumentality or an agency of a political
subdivision. First, Rev. Proc. 80-27 does not require a central organization to have a
specific number of subordinate organizations to obtain or to maintain a group exemption
letter. Both Rev. Proc. 80-27 and section 2.02 of the proposed revenue procedure
define the term “central organization” as an organization that has one or more
subordinate organizations under its general supervision or control. However, the
administrative burden of processing one group exemption letter request is comparable
to the administrative burden of processing four applications (as defined in section 2.04
of the proposed revenue procedure). Furthermore, more than 300 group exemption
letters in existence when the project was conducted included no subordinate
organizations but considerable resources are required to administer the program for
these group exemption letters. Accordingly, section 3.01(2) of the proposed revenue

procedure requires a central organization to have at least five subordinate organizations



to obtain a group exemption letter and at least one subordinate organization to maintain
the group exemption letter thereafter.

Second, Rev. Proc. 80-27 does not limit the number of group exemption letters a
central organization may maintain. However, maintaining more than one group
exemption letter may adversely affect the central organization’s ability to exercise
general supervision or control over its subordinate organizations. Traditionally, IRS
electronic databases have not systemically tracked more than one group exemption
letter for each central organization. Accordingly, section 3.01(3) of the proposed
revenue procedure provides that a central organization may maintain only one group
exemption letter.

(2) The central organization’s relationship with its subordinate organizations.

Consistent with Rev. Proc. 80-27, section 3.02(1) of the proposed revenue
procedure requires a central organization to establish that each subordinate
organization to be included in the group exemption letter be affiliated with the central
organization and subject to its general supervision or control. Rev. Proc. 80-27,

however, does not define the terms “affiliation,” “general supervision,” or “control.” This
lack of definition has caused confusion and created a lack of consistency for both the
IRS and central organizations. Accordingly, these terms are described in greater detail
in sections 3.02(2), 3.02(3), and 3.02(4) of the proposed revenue procedure. Further,
section 3.02(5) of the proposed revenue procedure provides that the descriptions of
“general supervision” and “control” apply only for purposes of the proposed revenue

procedure and § 1.6033-2(d) of the Treasury Regulations (relating to group returns).

(3) Organizations eligible for initial inclusion in or subsequent addition to a group
exemption letter as subordinate organizations.




The proposed revenue procedure describes four new requirements that a
subordinate organization must meet for initial inclusion in or subsequent addition to a
group exemption letter.

(a) Matching requirements.

Rev. Proc. 80-27 provides that the central organization must establish that all
subordinate organizations included in a group exemption letter request are described in
the same paragraph of 8 501(c), though not necessarily the paragraph in which the
central organization is described. Thus, under Rev. Proc. 80-27, a central organization
described in 8 501(c)(3) may have a group exemption letter for subordinate
organizations described in 8 501(c)(4). Section 3.03(2)(a)(i) of the proposed revenue
procedure retains the requirement that all subordinate organizations be described in the
same paragraph of 8§ 501(c). However, permitting a central organization to have
subordinate organizations described in a paragraph of § 501(c) that is different from the
paragraph describing the central organization limits the central organization’s ability to
exercise general supervision or control over its subordinate organizations. Accordingly,
section 3.03(2)(a)(ii) of the proposed revenue procedure requires all subordinate
organizations initially included in or subsequently added to a group exemption letter to
be described in the same paragraph of § 501(c) as the central organization. For
example, if a central organization is described in 8§ 501(c)(3), all the subordinate
organizations initially included in or subsequently added to the group exemption letter
must be described in 8 501(c)(3). Nonetheless, section 3.03(2)(a)(iii) of the proposed
revenue procedure explains that, if the central organization is either an instrumentality

or an agency of a political subdivision and is not described in § 501(c), the matching



requirement in section 3.03(2)(a)(ii) of the proposed revenue procedure does not apply.
Accordingly, such a central organization may obtain and maintain a group exemption
letter for subordinate organizations described in any paragraph of 8 501(c) (provided
that the eligibility requirements of section 3.03 of the proposed revenue procedure are
met), as long as all the subordinate organizations are described in the same paragraph
of 8 501(c) (see section 3.03(2)(a)(i) of the proposed revenue procedure). For example,
a state college or university may obtain and maintain a group exemption letter for
organizations described in 8 501(c)(3), provided that the state college or university can
establish that it is a qualified governmental agency.

(b) Foundation classification requirement.

The second new requirement for initial inclusion in or subsequent addition to a
group exemption letter introduced by the proposed revenue procedure involves the
foundation classification of subordinate organizations described in § 501(c)(3). Rev.
Proc. 80-27 does not require subordinate organizations described in § 501(c)(3) to have
any particular foundation classification under 8 509(a) (other than the prohibition of
subordinate organizations that are private foundations). Traditionally, IRS electronic
databases have not systemically tracked multiple foundation classifications in
connection with a particular group exemption letter. This limitation reduces
transparency, complicates compliance, and increases the administrative burden
because different foundation classifications have different requirements. Accordingly,
section 3.03(2)(b)(i) of the proposed revenue procedure provides that, if the subordinate

organizations initially included in or subsequently added to a group exemption letter are



described in 8 501(c)(3), all such subordinate organizations must be classified as public
charities under the same paragraph of § 509(a).

Subordinate organizations described in 8 501(c)(3) and classified under
8§ 509(a)(1) are not required to be classified under the same paragraph of
8 170(b)(1)(A). For example, subordinate organizations described in § 501(c)(3) that
are classified under 8§ 509(a)(1) as churches described in § 170(b)(1)(A)(i), educational
organizations described in 8 170(b)(1)(A)(ii), or hospitals described in § 170(b)(1)(A)(iii)
may all be initially included in or subsequently added to the same group exemption
letter, provided that the other requirements of the proposed revenue procedure are
satisfied. Nonetheless, the IRS is considering how, and the extent to which, this
requirement may affect a central organization’s ability to exercise general supervision or
control over its subordinate organizations and, after an appropriate transition period,
eventually may require all subordinate organizations classified under § 509(a)(1) to be
classified under the same paragraph of 8 170(b)(1)(A).

Public support is calculated annually and may change from year to year. See
88 170(b)(1)(A)(vi) & 509(a)(1) & (2). Thus, for purposes of the foundation classification
requirement described in the proposed revenue procedure, a subordinate organization
classified under 8§ 509(a)(1) and described in § 170(b)(1)(A)(vi) will be considered as
having the same foundation classification as a subordinate organization classified under
§ 509(a)(2), and vice versa.

Additionally, subordinate organizations described in 8 501(c)(3) are not required
to be classified under the same paragraph of 8§ 509(a) as the central organization. For

example, subordinate organizations classified as hospitals under 88 509(a)(1) and
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170(b)(2)(A)(iii) may be included in a group exemption letter maintained by a central
organization that is a Type lll supporting organization described in 8 509(a)(3).

(c) Similar purpose requirement.

The third new requirement for initial inclusion in or subsequent addition to a
group exemption letter adheres to the original intent of the group exemption letter
program by requiring certain subordinate organizations included in a group exemption
letter to have the same or similar purposes. This requirement will facilitate the central
organization’s exercise of general supervision or control and reduce the administrative
burden of the group exemption letter program. Therefore, section 3.03(2)(c) of the
proposed revenue procedure requires all subordinate organizations described in
8 501(c) (other than § 501(c)(3)) initially included in or subsequently added to a group
exemption letter to be described by the same National Taxonomy of Exempt Entities
(NTEE) Code (as defined in section 2.08 of the proposed revenue procedure). In this
case, the proposed revenue procedure directs a central organization requesting a group
exemption letter to visit the Urban Institute, National Center for Charitable Statistics,

website at nccs.urban.org for a complete list of NTEE codes.

The IRS has chosen to use NTEE codes, rather than a different coding system,
such as the North American Industry Classification System, because the NTEE codes
were created specifically to describe the activities engaged in by exempt organizations
that further one or more exempt purposes. Indeed, the IRS already requires
organizations applying for recognition under § 501(c)(3) to enter the NTEE code that
best describes the organization’s activities on Form 1023-EZ, “Streamlined Application

for Recognition of Exemption Under Section 501(c)(3) of the Internal Revenue Code.”
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Subordinate organizations described in 8 501(c)(3) initially included in or
subsequently added to a group exemption letter are not required to have the same
primary purpose (and therefore are not required to provide an NTEE code), because,
although such subordinate organizations must be classified in the same paragraph of
8 509(a), such subordinate organizations may have different religious, charitable,
educational, or other exempt purposes.

(d) Uniform governing instrument requirement.

The fourth new requirement for initial inclusion in or subsequent addition to a
group exemption letter introduced by the proposed revenue procedure is a modification
to the requirement in Rev. Proc. 80-27 directing a central organization to include a
sample copy the governing instrument adopted by the subordinate organizations with its
request for a group exemption letter. If a uniform governing instrument is not used,
Rev. Proc. 80-27 requires the central organization to submit copies of representative
instruments. However, governing instruments that are not uniform are not consistent
with the similar purpose requirement. Accordingly, section 3.03(2)(d) of the proposed
revenue procedure eliminates the option of submitting copies of representative
instruments in the absence of a uniform governing instrument and requires all
subordinate organizations to adopt a uniform governing instrument. Section 5.03(2)(a)
of the proposed revenue procedure requires the central organization to submit a copy of
the uniform governing instrument with its request for a group exemption letter.
Representative instruments are no longer acceptable for this purpose.

Section 3.03(2)(d) of the proposed revenue procedure includes an exception for

subordinate organizations described in § 501(c)(3) because, under the foundation
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classification requirement, such subordinate organizations may have different religious,
charitable, educational, or other exempt purposes and because the similar purpose
requirement does not apply to subordinate organizations described in 8 501(c)(3).
Accordingly, the proposed revenue procedure allows the governing instruments of
subordinate organizations described in 8 501(c)(3) to describe different purposes. The
proposed revenue procedure further explains that, if a group exemption letter includes
subordinate organizations described in 8 501(c)(3) with different purposes, the
governing instrument describing each purpose should be a uniform governing
instrument. For example, if a group exemption letter includes subordinate organizations
that are schools and hospitals, all the subordinate organizations that are schools should
adopt a uniform governing instrument describing their educational purpose and all the
subordinate organizations that are hospitals should adopt a uniform governing
instrument describing their charitable purpose.

(4) Organizations not eligible for inclusion in or subsequent addition to a group
exemption letter as subordinate organizations.

Rev. Proc. 80-27 states that a group exemption letter may not include any
subordinate organization that is organized and operated in a foreign country or that is
described in 8 501(c)(3) and classified as a private foundation under § 509(a). The
proposed revenue procedure generally retains these requirements, except it permits a
subordinate organization to operate in a foreign country, provided that it is organized in
the United States. More specifically, section 3.04(1) of the proposed revenue procedure
provides that a subordinate organization that is organized in a foreign country may not
be initially included in or subsequently added to a group exemption letter. A

subordinate organization that is organized in the United States is subject to federal tax
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law even if it operates in a foreign country, and a central organization therefore should
be able to exercise general supervision or control over such a subordinate organization.
In addition, section 3.04(2) of the proposed revenue procedure states that an
organization described in 8 501(c)(3) that is classified as a private foundation under

8 509(a) is not eligible for initial inclusion in or subsequent addition to a group
exemption letter as a subordinate organization.

The proposed revenue procedure also provides that other types of organizations
may not be initially included in or subsequently added to a group exemption letter as
subordinate organizations. Sections 3.04(3) and 3.04(4) of the proposed revenue
procedure state that neither an organization described in § 501(c)(3) that is classified as
a Type lll supporting organization under 8 509(a)(3) nor a qualified nonprofit health
insurance issuer (QNHII) described in § 501(c)(29) is eligible for initial inclusion in or
subsequent addition to a group exemption letter as a subordinate organization. Both
Type Il supporting organizations and QNHIIs are subject to complex requirements.
Permitting these types of organizations to be subordinate organizations would not be in
the sound interest of tax administration because of the complexity of the rules governing
such organizations and, in the case of Type Ill supporting organizations, the history of
abuse associated with such organizations.

Additionally, section 3.04(5) of the proposed revenue procedure states that an
organization that has had its exemption automatically revoked and that has not yet had
its exemption reinstated after filing an application for reinstatement may not be initially
included in or subsequently added to a group exemption letter as a subordinate

organization. An organization that has had its exemption automatically revoked is

14



required to apply for reinstatement under 8 6033(j)(2). However, unlike the other types
of organizations that may not be initially included in or subsequently added to a group
exemption letter as subordinate organizations, such as private foundations, an
organization that has had its exemption automatically revoked is eligible to become a
subordinate organization after it has filed an application for reinstatement and has had
its exemption reinstated, provided that it meets the other requirements of the proposed
revenue procedure.

(5) Authorization for initial inclusion in or subsequent addition to a group
exemption letter.

Rev. Proc. 80-27 requires a subordinate organization to authorize the central
organization to include it in the request for a group exemption letter. Section 3.05(1) of
the proposed revenue procedure retains this requirement, but section 3.05(2) of the
proposed revenue procedure adds the requirement that the authorization permit the
central organization to remove the subordinate organization from the group exemption
letter if the subordinate organization fails to comply with the requirements of the
proposed revenue procedure. Consistent with Rev. Proc. 80-27, section 3.05(3) of the
proposed revenue procedure requires the central organization to retain the authorization
but clarifies that the central organization must retain the authorization only while the
group exemption letter includes the particular subordinate organization, rather than for
the entire duration the group exemption letter is in effect.

(6) Information required to maintain a group exemption letter.

Both Rev. Proc. 80-27 and the proposed revenue procedure require a central
organization to submit certain information (supplemental group ruling information, or

SGRI) annually to maintain a group exemption letter. Under section 6.01 of the
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proposed revenue procedure, a central organization must submit the SGRI at least 30
days, rather than 90 days as required by Rev. Proc. 80-27, before the close of its
annual accounting period. This change is intended to increase the accuracy of the
SGRI submitted by the central organization. Nonetheless, the proposed revenue
procedure explains that a central organization may provide additional updates at any
time. Section 6.05 of the proposed revenue procedure includes the exception to the
SGRI filing requirement originally included in Pub. 4573 for central organizations
described in 8 501(c)(3) that are churches or conventions or associations of churches.
More specifically, section 6.05 of the proposed revenue procedure provides that a
central organization that is a church or a convention or association of churches may, but
is not required to, submit the SGRI.

(7) Declaratory judgment provisions of 8 7428.

In 1976, Congress enacted § 7428 to permit organizations described in
§ 501(c)(3) to file a declaratory judgment action in the case of an actual controversy
involving determinations made by the IRS. See Tax Reform Act of 1976, Public Law
94-455 (90 Stat. 1520 (1976)). The PATH Act extended application of § 7428 to all
organizations described in § 501(c).

Rev. Proc. 80-27 does not address the application of § 7428 to either central
organizations or subordinate organizations. Nevertheless, questions exist regarding
how the statute applies in the context of group exemption letters. Accordingly,
section 11 of the proposed revenue procedure explains when 8 7428 applies in the
group exemption letter context. With respect to a central organization, section 11.02 of
the proposed revenue procedure clarifies that section 10.02 of Rev. Proc. 2020-5 (or its

successor) describes when § 7428 applies. With respect to subordinate organizations,
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section 11.03 of the proposed revenue procedure describes the limited circumstances in
which 8§ 7428 applies.

Section 11.03(1) of the proposed revenue procedure explains that § 7428 applies
to a final determination by the IRS that a subordinate organization is no longer
described in 8 501(c) and therefore is not exempt under 8 501(a). Such a determination
occurs when the IRS terminates a group exemption letter with respect to a particular
subordinate organization under section 8.02(1)(b)(i) of the proposed revenue procedure.
Section 11.03(2) of the proposed revenue procedure explains that § 7428 also applies
to a final determination by the IRS that a subordinate organization was not eligible for
initial inclusion in or subsequent addition to a group exemption letter under section 3.04
of the proposed revenue procedure (other than under section 3.04(5) of the proposed
revenue procedure regarding automatic revocation). Such a determination occurs when
the IRS terminates a group exemption letter with respect to a particular subordinate
organization under section 8.02(1)(b)(ii) of the proposed revenue procedure. Section
11.04 of the proposed revenue procedure explains that 8 7428 does not apply to certain
other actions the IRS may take, such as not accepting a group exemption letter request
for a reason described in section 4.02 of the proposed revenue procedure or declining
to issue a group exemption letter for a reason described in section 4.03 of the proposed
revenue procedure.

Section 11.05 of the proposed revenue procedure explains that a subordinate
organization must file the declaratory judgment action under 8§ 7428 with respect to a
determination affecting its own initial or continuing qualification or classification; the

central organization may not file the declaratory judgment action under 8§ 7428 on behalf
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of the subordinate organization. Similarly, a subordinate organization may not file a
declaratory judgment action under 8§ 7428 on behalf of its central organization.
Applicability

The proposed revenue procedure will apply to group exemption letters requested
and issued after the date the final revenue procedure is published in the Internal
Revenue Bulletin and to preexisting group exemption letters (see sections 14.01 and
14.02 of the proposed revenue procedure). However, section 14.02(2)(a) of the
proposed revenue procedure provides that the requirements that a central organization
have at least one subordinate organization to maintain a group exemption letter (see
section 3.01(2) of the proposed revenue procedure) and that the central organization
maintain only one group exemption letter (see section 3.01(3) of the proposed revenue
procedure) will apply after a one year transition period. Section 14.02(2)(b) of the
proposed revenue procedure directs a central organization with a preexisting group
exemption letter, but no preexisting subordinate organizations, to add at least one
subordinate organization to the preexisting group exemption letter or to notify the IRS of
its intent to terminate the group exemption letter. Section 14.02(2)(c) of the proposed
revenue procedure directs a central organization with more than one preexisting group
exemption letter to determine, during the transition period, which, if any, preexisting
group exemption letter it intends to maintain and to notify the IRS of its intent to
terminate any additional preexisting group exemption letters.

The proposed revenue procedure will apply to all new subordinate organizations
added to a preexisting group exemption letter (see sections 2.11 and 14.02(3) of the

proposed revenue procedure). Section 14.02(3)(b) of the proposed revenue procedure
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describes the information a central organization must submit the first time it adds one or
more subordinate organizations to a preexisting group exemption letter.
The proposed revenue procedure generally will apply to preexisting subordinate
organizations (as defined in section 2.10 of the proposed revenue procedure).
However, section 14.02(4)(b)(i) through (iii) of the proposed revenue procedure provide
a grandfather rule with respect to certain requirements in the proposed revenue
procedure. In particular, the following definitions and rules will not apply to preexisting
subordinate organizations:
e the definitions of “general supervision” or “control” in sections 3.02(3) and
3.02(4) of the proposed revenue procedure;

¢ the matching, foundation classification, similar purpose, and uniform
governing instrument requirements in section 3.03(2) of the proposed
revenue procedure; and

e the limitation applicable to Type Ill supporting organizations in section 3.04(3)

of the proposed revenue procedure.
Instead, definitions and rules similar to those contained in Rev. Proc. 80-27 will apply.
Section 14.02(4)(c) of the proposed revenue procedure clarifies that preexisting
subordinate organizations must all be described in the same paragraph of § 501(c),
though not necessarily the same paragraph as the central organization; preexisting
subordinate organizations described in 8 501(c)(3) may be classified in any paragraph
of § 509(a) (including & 509(a)(3)); and all preexisting subordinate organizations may
have different primary purposes and unique, as opposed to “uniform,” governing

instruments.
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Additionally, section 14.02(4)(b)(iv) of the proposed revenue procedure provides
that the requirement that the authorization for initial inclusion in or subsequent addition
to a group exemption letter described in section 3.05(1) of the proposed revenue
procedure permit the central organization to remove a subordinate organization in
certain circumstances does not apply to preexisting subordinate organizations. The IRS
recognizes that imposing this requirement on preexisting group exemption letters could
require the central organization to obtain new authorizations from all of its preexisting
subordinate organizations, which would likely impose a considerable administrative
burden on many central organizations.

Although the definitions of “general supervision” or “control” in sections 3.02(3)
and 3.02(4) of the proposed revenue procedure do not apply to preexisting group
exemption letters, section 14.02(4)(e) of the proposed revenue procedure explains that
a central organization that meets the requirements of section 3.02(3) or section 3.02(4)
of the proposed revenue procedure with respect to a particular preexisting subordinate
organization will be deemed to exercise “general supervision” or “control,” as applicable,
over that preexisting subordinate organization.

Finally, section 14.03 of the proposed revenue procedure provides examples of
how the grandfather and transition rules function.

REQUEST FOR COMMENTS

The IRS requests comments on all aspects of the proposed revenue procedure,
including the grandfather and transition rules. In particular, the IRS requests comments
regarding:

e the administrative burden imposed by the collections of information in

sections 3.02(3) (certain information a central organization that exercises
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general supervision over its subordinate organizations must annually collect
from its subordinate organizations and transmit to its subordinate
organizations), 3.05 (authorization for initial inclusion in or subsequent
addition to a group exemption letter as a subordinate organization), and 6
(SGRI) of the proposed revenue procedure;

e factors indicating that a subordinate organization is affiliated with a central
organization for purposes of section 3.02(2) of the proposed revenue
procedure (description of affiliation); and

e whether central organizations with more than one preexisting group
exemption letter would benefit from procedures permitting the consolidation
or transfer of one or more preexisting group exemption letters.

Comments should be submitted on or before August 16, 2020. Please include

Notice 2020-36 on the cover page. Comments should be sent to the following address:
Internal Revenue Service
CC:PA:LPD:PR (Notice 2020-36), Room 5203
P.O. Box 7604
Ben Franklin Station
Washington, DC 20044
Submissions may be hand delivered Monday through Friday between the hours of 8
a.m. and 4 p.m. to:
Internal Revenue Service
Courier’'s Desk
1111 Constitution Ave., N.W.
Washington, DC 20224
Attn: CC:PA:LPD:PR (Notice 2020-36)

Submissions may also be sent electronically to the following e-mail address:

Notice.Comments@irscounsel.treas.gov.
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Please include “Notice 2020-36" in the subject line.
All comments will be available for public inspection and copying.

CONTINUED APPLICATION OF REV. PROC. 80-27

Pending publication of the final revenue procedure in the Internal Revenue
Bulletin, Rev. Proc. 80-27 continues to apply. However, the IRS will not accept any
requests for group exemption letters starting on June 17, 2020 (30 days after
publication of this notice in the Internal Revenue Bulletin) until publication of the final
revenue procedure or other guidance in the Internal Revenue Bulletin.

DRAFTING INFORMATION

The principal authors of this notice are Seth J. Groman and Stephanie N.
Robbins of the Office of Associate Chief Counsel (Employee Benefits, Exempt
Organizations and Employment Taxes). For further information regarding this notice

contact Seth J. Groman at (202) 317-4086 (not a toll-free call).
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SECTION 1

SECTION 1. PURPOSE

The purpose of this revenue procedure is to modify and supersede Rev. Proc. 80-27,
1980-1 C.B. 677 (as modified by Rev. Proc. 96-40, 1996-2 C.B. 301) by setting forth
updated procedures under which recognition of exemption from federal income tax for
organizations described in 8 501(c) of the Internal Revenue Code (Code) may be
obtained on a group basis for subordinate organizations affiliated with and under the
general supervision or control of a central organization. This revenue procedure
relieves each subordinate organization covered by a group exemption letter from filing
its own application for recognition of exemption. This revenue procedure also sets forth
updated procedures a central organization must follow to maintain a group exemption
letter. This revenue procedure is provided as a matter of sound tax administration for
the administrative convenience of central organizations and the Internal Revenue
Service (IRS).

SECTION 2. DEFINITIONS

.01 The term “group exemption letter” means a letter issued to a central organization
recognizing on a group basis the exemption of subordinate organizations described in
8 501(c) on whose behalf the central organization has applied for recognition of
exemption in accordance with this revenue procedure.

.02 The term “central organization” means an organization that has one or more

subordinate organizations under its general supervision or control.
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.03 The term “subordinate organization” means a chapter, local, post, or unit of a
central organization. It may or may not be incorporated, but it must have an organizing
document (see section 3.03(2)(d) of this revenue procedure).

.04 The term “application” means a request for recognition of exemption from federal
income tax under § 501 in the manner described by Rev. Proc. 2020-5, 2020-1 I.R.B.
241 (or its successor).

.05 The term “annual information return or notice” means the return or notice an
organization must file annually under 8 6033(a) or 8 6033(i) (that is, Form 990, “Return
of Organization Exempt From Income Tax”; Form 990-EZ, “Short Form Return of
Organization Exempt From Income Tax”; or Form 990-N, “Electronic Notice (e-
Postcard) for Tax-Exempt Organizations Not Required to File Form 990 or Form 990-
EZ").

.06 The term “automatically revoked” refers to an organization that has had its
exemption automatically revoked by operation of § 6033(j) for failure to file an annual
information return or notice for three consecutive years.

.07 The term “application for reinstatement” means an application filed in the manner
described by Rev. Proc. 2014-11, 2014-3 I.R.B. 411, as supplemented by Rev. Proc.
2020-5 (or its successor), after an organization’s exemption has been automatically
revoked.

.08 The term “National Taxonomy of Exempt Entities code” or “NTEE code” means a

three-character series of letters and numbers that is used to classify an organization.
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For a complete list of NTEE codes, visit the Urban Institute, National Center for

Charitable Statistics website at nccs.urban.org.

.09 The term “preexisting group exemption letter” means a group exemption letter in
existence on the date the final revenue procedure is published in the Internal Revenue
Bulletin.

.10 The term “preexisting subordinate organization” means, with respect to a
preexisting group exemption letter, a subordinate organization included in the
preexisting group exemption letter on or before the date the final revenue procedure is
published in the Internal Revenue Bulletin.

.11 The term “new subordinate organization” means a subordinate organization
subsequently added to a preexisting group exemption letter after the date the final
revenue procedure is published in the Internal Revenue Bulletin.

.12 The term “supplemental group ruling information” or “SGRI” means the
information described in section 6 of this revenue procedure that a central organization
must submit annually to the IRS about its subordinate organizations unless an
exception applies.

SECTION 3. REQUIREMENTS TO OBTAIN AND MAINTAIN A GROUP EXEMPTION
LETTER.

.01 Central organization. (1) Exemption. (a) In general. A central organization must

be--
(i) Described in § 501(c);
(i) An instrumentality; or
(i) An agency of a political subdivision.
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(b) Recognition of exemption. A central organization described in § 501(c) (see

section 3.01(1)(a)(i) of this revenue procedure) must obtain recognition of exemption
from the IRS by filing an application or, in the case of a central organization that has
had its exemption automatically revoked, by filing an application for reinstatement.

(2) Minimum number of subordinate organizations. A central organization must

have at least five subordinate organizations to obtain a group exemption letter, and it
must have at least one subordinate organization to maintain the group exemption letter
thereafter (except as provided in section 14.02(2)(a)(i) of this revenue procedure, which
provides a transition period for preexisting group exemption letters).

(3) Only one group exemption letter. A central organization may maintain only one

group exemption letter (except as provided in section 14.02(2)(a)(ii) of this revenue
procedure, which provides a transition period for preexisting group exemption letters).

.02 The central organization’s relationship with its subordinate organizations. (1) In

general. A central organization must establish that each subordinate organization to be
included in the group exemption letter is affiliated with the central organization (as
described in section 3.02(2) of this revenue procedure) and subiject to its general
supervision (as described in section 3.02(3) of this revenue procedure) or control (as
described in section 3.02(4) of this revenue procedure).

(2) Affiliation. A subordinate organization’s affiliation with the central organization
is demonstrated by the entirety of the information required to be submitted in section

5.03 of this revenue procedure.

29



(3) General supervision. A subordinate organization is subject to the central

organization’s general supervision if the central organization--

(a) annually obtains, reviews, and retains information on the subordinate
organization’s finances, activities, and compliance with annual filing requirements (see
section 7 of this revenue procedure), and

(b) transmits written information to (or otherwise educates) the subordinate
organization about the requirements to maintain tax-exempt status under the
appropriate paragraph of § 501(c), including annual filing requirements (see section 7 of
this revenue procedure).

(4) Control. A subordinate organization is subject to the central organization’s
control if--

(a) The central organization appoints a majority of the subordinate organization’s
officers, directors, or trustees; or

(b) A majority of the subordinate organization’s officers, directors, or trustees are
officers, directors, or trustees of the central organization.

(5) Application. The term “general supervision” described in section 3.02(3) of this
revenue procedure and the term “control” described in section 3.02(4) of this revenue
procedure apply only for purposes of this revenue procedure and § 1.6033-2(d) of the
Treasury Regulations (relating to group returns).

.03 Organizations eligible for initial inclusion in or subsequent addition to a group

exemption letter as subordinate organizations. (1) In general. Unless described in

section 3.04 of this revenue procedure and subject to the requirements described in
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section 3.03(2) of this revenue procedure, an organization described in § 501(c) may be
eligible for initial inclusion in or subsequent addition to a group exemption letter as a
subordinate organization.

(2) Requirements for initial inclusion in or subsequent addition to a group

exemption letter. All subordinate organizations initially included in or subsequently

added to a group exemption letter must meet the following requirements (except as
provided in section 14.02(4) of this revenue procedure regarding preexisting
subordinate organizations).

(a) Matching requirements. (i) Subordinate organizations. All subordinate

organizations initially included in or subsequently added to a group exemption letter
must be described in the same paragraph of § 501(c).

(if) Central organization described in 8 501(c). If the central organization is

described in § 501(c), all subordinate organizations initially included in or subsequently
added to a group exemption letter must be described in the same paragraph of § 501(c)
as the central organization, including a central organization that is either an
instrumentality or an agency of a political subdivision and that is described in § 501(c).
For example, if a central organization is described in § 501(c)(3), all the subordinate
organizations initially included in or subsequently added to the group exemption letter
must also be described in § 501(c)(3).

(i) Central organization not described in 8§ 501(c). If the central organization is

either an instrumentality or an agency of a political subdivision and is not described in

§ 501(c), the matching requirement described in section 3.03(2)(a)(ii) of this revenue
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procedure does not apply. In this case, such a central organization may have
subordinate organizations described in any paragraph of 8 501(c), provided that the
organizations are eligible to be subordinate organizations (see section 3.04 of this
revenue procedure) and the subordinate organizations initially included in or
subsequently added to the group exemption letter are all described in the same
paragraph of 8 501(c) (see section 3.03(2)(a)(i) of this revenue procedure).

(b) Foundation classification requirement. (i) In general. Except as provided in

section 3.03(2)(b)(iii) of this revenue procedure, all subordinate organizations described
in 8 501(c)(3) that are initially included in or subsequently added to a group exemption
letter must be classified as public charities under the same paragraph of 8 509(a) (but
see section 3.04(3) of this revenue procedure, which provides that an organization
described in 8 501(c)(3) that is classified as a Type Ill supporting organization is not
eligible to be initially included in or subsequently added to a group exemption letter as a
subordinate organization).

(i) Classification under 88 509(a)(1) and 170(b)(1)(A). Subordinate organizations

classified as public charities under § 509(a)(1) are not required to be classified under
the same paragraph of 8 170(b)(1)(A). For example, a central organization described in
8 501(c)(3) may have subordinate organizations described in 8 501(c)(3) that are
classified as public charities under § 509(a)(1) but are churches described in

8 170(b)(1)(A)(i), educational organizations described in 8 170(b)(1)(A)(ii), and hospitals

described in § 170(b)(1)(A)(iii).
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(i) Publicly supported subordinate organizations. Because public support under

88 509(a)(1) and 170(b)(1)(A)(vi) or under § 509(a)(2) is determined annually (and
therefore may change), subordinate organizations that are classified as a publicly

supported organizations either under 88 509(a)(1) and 170(b)(1)(A)(vi) or under

8 509(a)(2) will be considered, for purposes of section 3.03(2)(b)(i) of this revenue
procedure, to be classified in the same paragraph of 8 509(a).

(iv) Foundation classification of the central organization may differ than the

foundation classification of its subordinate organizations. Subordinate organizations

described in 8 501(c)(3) are not required to be classified under the same paragraph of
8 509(a) as the central organization. For example, a central organization that is
classified as a Type Il supporting organization under 8 509(a)(3) may have a group
exemption letter with subordinate organizations classified under § 509(a)(1).

(c) Similar purpose requirement. The primary purpose of all the subordinate

organizations described in § 501(c) (other than § 501(c)(3)) initially included in or
subsequently added to a group exemption letter must be described by the same NTEE
code.

(d) Uniform governing instrument. All subordinate organizations must adopt a

uniform governing instrument (charter, trust indenture, articles of association, etc.).
Representative instruments are not acceptable for this purpose. However, if a group
exemption letter includes subordinate organizations described in 8 501(c)(3) with
different purposes, the governing instrument describing each distinct charitable,

educational, scientific, etc. purpose must be a uniform governing instrument. For
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example, if a group exemption letter includes subordinate organizations that are schools
and hospitals, all the subordinate organizations that are schools must adopt a uniform
governing instrument describing their educational purpose and all the subordinate
organizations that are hospitals must adopt a uniform governing instrument describing
their charitable purpose.

.04 Organizations not eligible for initial inclusion in or subsequent addition to a group

exemption letter as subordinate organizations. The following organizations are not

eligible to be initially included in or subsequently added to a group exemption letter as
subordinate organizations:

(1) An organization that is organized in a foreign country.

(2) An organization described in 8 501(c)(3) that is classified as a private
foundation under § 509(a).

(3) An organization described in 8 501(c)(3) that is classified as a Type llI
supporting organization under 8§ 509(a)(3).

(4) A qualified nonprofit health insurance issuer (QNHII) described in § 501(c)(29).

(5) An organization that has had its exemption automatically revoked and that has
not yet had its exemption reinstated after filing an application for reinstatement.

.05 Authorization for initial inclusion in or subsequent addition to a group exemption

letter as a subordinate organization. (1) In general. A subordinate organization must

authorize the central organization in writing to include the subordinate organization in

the request for the group exemption letter or to add the subordinate organization to an
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existing group exemption letter. The authorization must be signed by a duly authorized
officer of the subordinate organization.

(2) Removal. The authorization described in section 3.05(1) of this revenue
procedure must acknowledge that the central organization may remove the subordinate
organization from the group exemption letter if the subordinate organization fails to
comply with the requirements of this revenue procedure.

(3) Retention of the authorization by the central organization. The authorization

described in section 3.05(1) of this revenue procedure must be retained by the central
organization while the group exemption letter is in effect with respect to the authorizing
subordinate organization.

.06 Employer identification numbers (EINs). The central organization and each

subordinate organization must have its own EIN. The central organization must obtain
its own EIN prior to filing an application, and each subordinate organization (or the
central organization on a subordinate organization’s behalf) must obtain its own EIN
prior to initial inclusion in or subsequent addition to a group exemption letter.

.07 Annual information return or notice. A central organization and all subordinate

organizations initially included in or subsequently added to a group exemption letter
must comply with the annual filing requirement described in section 7 of this revenue
procedure.

SECTION 4. ISSUANCE OF GROUP EXEMPTION LETTERS

.01 Group exemption letter requests. The IRS will consider requests from central

organizations for group exemption letters made in the manner required by section 5.01

of this revenue procedure and Rev. Proc. 2020-5 (or its successor).
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.02 Non-acceptance. A group exemption letter request that is missing any item of

information required by section 5 of this revenue procedure will not be considered
substantially complete and will not be accepted by the IRS.

.03 Circumstances under which group exemption letters are not ordinarily issued.

The IRS may decline to issue a group exemption letter where the activities described in
the group exemption letter request involve complex facts and circumstances that, in the
interest of sound tax administration, are more appropriate for determination on an
organization-by-organization basis.

SECTION 5. INSTRUCTIONS FOR REQUESTING A GROUP EXEMPTION LETTER

.01 Group exemption letter request. A group exemption letter request must be made

in the manner described by Rev. Proc. 2020-5 (or its successor). In addition, the group
exemption letter request must include all of the information described in sections 5.02,
5.03, and, if applicable, 5.04 of this revenue procedure. A subordinate organization
included in a group exemption letter should not apply separately for recognition of
exemption (except in the circumstances described in section 9 of this revenue
procedure).

.02 Information about the central organization. The central organization must include

its name, address, and EIN; and information establishing that it is described in section
3.01(1)(a) of this revenue procedure. A central organization that has not obtained
recognition of exemption at the time it requests a group exemption letter, as required by
section 3.01(1)(b) of this revenue procedure, may submit such request concurrently with

its own application, or, in the case of a central organization that has had its exemption
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automatically revoked, its application for reinstatement (see section 4.02(7)(a)(ii) of Rev.
Proc. 2020-5 (or its successor) and section 3.01(1)(b) of this revenue procedure).

.03 Information about the subordinate organizations. (1) In general. The central

organization must include the following statements, representations, and information on
behalf of its subordinate organizations:

(a) Information verifying that each subordinate organization is affiliated with and
subject to the central organization’s general supervision or control (see section 3.02 of
this revenue procedure).

(b) A representation that the subordinate organizations are all described in the
same paragraph of 8 501(c) as the central organization (see sections 3.03(2)(a)(i) and
3.03(2)(a)(ii) of this revenue procedure) or, if the central organization is either an
instrumentality or an agency of a political subdivision and is not described in § 501(c),
the paragraph of § 501(c) in which all subordinate organizations are or will be described
(see sections 3.03(2)(a)(i) and 3.03(2)(a)(iii) of this revenue procedure).

(c) If the subordinate organizations are or will be described in 8 501(c)(3), the
foundation classification of all the subordinate organizations (see section 3.03(2)(b) of
this revenue procedure).

(d) A representation that no subordinate organization is organized in a foreign
country (see section 3.04(1) of this revenue procedure).

(e) If the subordinate organizations are or will be described in § 501(c)(3), a

representation that no subordinate organization is classified as a private foundation
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under 8 509(a) or a Type Il supporting organization under 8 509(a)(3) (see sections
3.04(2) and 3.04(3) of this revenue procedure).

() A summary of the subordinate organizations’ purposes and activities, including
the sources of their receipts and the nature of their expenditures.

(g) A representation that the primary purpose of all the subordinate organizations
described in 8 501(c) (other than 8§ 501(c)(3)) is described by the same NTEE code and
the NTEE code describing the subordinate organizations’ primary purpose (see section
3.03(2)(c) of this revenue procedure).

(h) A statement that each subordinate organization has furnished written
authorization described in section 3.05 of this revenue procedure to the central
organization.

(i) A statement confirming that all subordinate organizations were organized within
27 months of the postmark date of the group exemption letter request, or, if any such
subordinate organizations have been organized for more than 27 months and were not
previously recognized by the IRS as being described in § 501(c) or included in a
different group exemption letter, a statement that all subordinate organizations are
willing to be recognized as exempt from the postmark date of the group exemption letter
request (see section 10.01 of this revenue procedure).

() If applicable, a statement that any subordinate organizations on behalf of which
the central organization will file group returns, as described in section 7.02 of this

revenue procedure, are on the same accounting period as the central organization.
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(2) Supporting information. The central organization must provide the following

supporting information as attachments:

(a) A sample copy of the uniform governing instrument or, if the subordinate
organizations are described in 8 501(c)(3) and have different purposes, sample copies
of the uniform instrument describing each distinct purpose (see section 3.03(2)(d) of this
revenue procedure).

(b) A list of the names, mailing addresses, EINs, and dates of formation or
incorporation of subordinate organizations to be included in the group exemption letter
(a current directory of subordinate organizations may be furnished in lieu of the list if it
includes the required information and if the subordinate organizations to be included in
the group exemption letter are identified).

(c) If applicable, a list of subordinate organizations to be included in the group
exemption letter to which the IRS has issued determination letters that are still effective
(that is, have not been automatically or otherwise revoked).

(3) Additional requirements. In certain cases, the central organization must submit

information establishing that its subordinate organizations meet additional requirements.
For example, a central organization with subordinate organizations that are private
schools, charitable hospitals, or social welfare organizations must submit the
information described in this section 5.03(3), as applicable, in addition to the information
generally required by section 5 of this revenue procedure.

(a) Private schools. If the group exemption letter request involves subordinate

organizations that are or will be private schools described in 8 501(c)(3), the central
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organization must include the information required by Rev. Proc. 75-50, 1975-2 C.B.
587, as modified by Rev. Proc. 2019-22 , 2019-22 |.R.B. 1260 (May 28, 2019), and such
other information necessary to establish that the subordinate organizations comply with
the requirements of Rev. Rul. 71-447, 1971-2 C.B. 230.

(b) Charitable hospitals. If the group exemption letter request involves subordinate

organizations that are or will be hospital organizations or facilities described in

8 501(c)(3), the central organization must provide the information necessary to establish
that each subordinate organization meets the requirements of 8§ 501(r) and Rev. Rul.
69-545, 1969-2 C.B. 117.

(c) Social welfare organizations. A subordinate organization described in

8 501(c)(4) that is included in or subsequently added to a group exemption letter must,
no later than 60 days after the date on which the organization was formed as a legal
entity, submit a completed electronic Form 8976 to the IRS in the manner described in
Rev. Proc. 2016-41, 2016-30 I.R.B. 165 (unless an exception applies). A subordinate
organization may authorize an individual representing the central organization to submit
Form 8976 on the subordinate organization’s behalf and to receive any communications
relating to the subordinate organization’s submission. In its request for the group
exemption letter, the central organization must represent that each subordinate
organization described in 8 501(c)(4) has submitted or will submit Form 8976 (unless an
exception applies).

.04 Request for a new group exemption letter after the termination of a group

exemption letter. If the IRS terminates a group exemption letter as described in section
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8.01(1) of this revenue procedure, the central organization may request a new group
exemption letter in the manner described in sections 5.01 through 5.03 of this revenue
procedure, but also must include a description of the policies or procedures it intends to
implement or has implemented to ensure the continued effectiveness of the new group
exemption letter.

SECTION 6. INFORMATION REQUIRED TO MAINTAIN A GROUP EXEMPTION
LETTER

.01 Information required annually. The central organization must submit the

information described in section 6.02 of this revenue procedure to the IRS annually at
least 30 days before the close of its annual accounting period. A central organization
may provide additional updates at any time.

.02 Supplemental group ruling information. (1) Changes in purposes or activities. In

the case of subordinate organizations described in 8 501(c) (other than 8 501(c)(3)), the
central organization must submit a detailed description of any change in the purposes of
all of its subordinate organizations (see section 3.03(2)(c) of this revenue procedure).

In the case of subordinate organizations described in 8 501(c)(3), the central
organization must submit a detailed description of any change in the purpose or
purposes of any of its subordinate organizations. In the case of subordinate
organizations described in any paragraph of 8 501(c), the central organization must
submit a detailed description of any change in the activities of its subordinate

organizations.
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(2) Lists of certain changes, removals, or additions. (a) List categories. The

central organization must submit a separate list for each of the following categories (as
applicable):

(i) Subordinate organizations that have changed their names or mailing addresses
during the year.

(i) Subordinate organizations no longer to be included in the group exemption
letter (see section 8.02 of this revenue procedure).

(iif) Subordinate organizations to be added to the group exemption letter (see
section 6.02(3) of this revenue procedure).

(b) Required information. Each list described in section 6.02(2)(a) of this revenue

procedure must include the name, mailing address, EIN, and date of formation or
incorporation of the affected subordinate organizations.

(c) No annotated directories. An annotated directory of subordinate organizations

is not acceptable for purposes of section 6.02(2)(a) of this revenue procedure.

(3) Organizations to be added to the group exemption letter as subordinate

organizations. The central organization must submit the following information with

respect to any organizations being added to the group exemption letter as subordinate
organizations, as described in section 6.02(2)(a)(iii) of this revenue procedure:

(a) A statement that the information upon which the group exemption letter was
based (see section 5.03 of this revenue procedure) is applicable in all material respects

to the subordinate organizations being added to the group exemption letter.
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(b) With respect to subordinate organizations being added to the group exemption
letter, the information required by sections 5.03(1)(h) (statement regarding written
authorization for inclusion in the group exemption letter), 5.03(1)(j) (statement regarding
the accounting period of subordinate organizations on behalf of which the central
organization will file group returns), 5.03(2)(c) (list of subordinate organizations with
determination letters), and 5.03(3) (any additional information as applicable) of this
revenue procedure (see section 10.02 of this revenue procedure regarding effective
date of exemption for a subordinate organization subsequently added to a group
exemption letter).

(4) No change. If the central organization has no changes described in section
6.02(1) or section 6.02(2) of this revenue procedure to report, the central organization
must submit a statement to that effect.

(5) Intent to terminate the group exemption letter. If a central organization intends

to terminate its group exemption letter, the central organization must submit a statement
to that effect (see section 9.02 of this revenue procedure for the effect of such
termination on any subordinate organization). The central organization should notify
each subordinate of the termination and provide information regarding how the
subordinate organization may apply for or obtain recognition of its exemption (see
section 9.04 of this revenue procedure).

.03 Address. The information required by section 6.01 of this revenue procedure

must be sent to:
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Ogden Service Center
Mail Stop 6271
1000 South 1200
Ogden, UT 84404-4749

.04 Additional information. Submission of the information required by this section

does not relieve the central organization or any of its subordinate organizations of the
duty to submit such additional information as the IRS may require to determine whether
the conditions for continued exemption are being met. See § 6001 and the regulations
thereunder.

.05 Exception for central organizations that are churches or conventions or

associations of churches. A central organization described in § 501(c)(3) that is a

church or convention or association of churches and that maintains a group exemption
letter, may, but is not required to, submit the information described in section 6.01 of
this revenue procedure.

SECTION 7. ANNUAL FILING REQUIREMENT

.01 In general. A group exemption letter does not change the general requirement
described in § 6033(a)(1) that every organization exempt from federal income tax under
§ 501(a) must file an annual information return or notice, as applicable. Accordingly,
unless a filing exception applies, the central organization and each subordinate
organization must file an annual information return or notice.

.02 Group returns. Section 1.6033-2(d) provides that, in addition to the annual

information return or notice filed on its own behalf, a central organization may also file a

group return on Form 990 for two or more of its subordinate organizations. When filing
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the group return, the central organization must use a special EIN (separate from the
central organization’s EIN) that is issued solely for the purpose of the group return. A
group return is considered the return of each subordinate organization included in the
group return and therefore relieves each subordinate organization included in the group
return of the requirement to file a separate annual information return or notice described
in section 7.01 of this revenue procedure.

SECTION 8. TERMINATION OF THE GROUP EXEMPTION LETTER

.01 Termination of the group exemption letter with respect to all subordinate

organizations. (1) Termination by the IRS. The IRS may terminate a group exemption

letter with respect to all subordinate organizations if--

(a) The central organization notifies the IRS that it is going out of existence;

(b) The IRS determines that the central organization is no longer described in
8 501(c) and therefore is not exempt under § 501(a);

(c) The central organization’s exemption is automatically revoked,;

(d) The central organization fails to submit a timely SGRI (see section 6 of this
revenue procedure);

(e) The central organization has no subordinate organizations (see section 3.01(2)
of this revenue procedure);

(f) The central organization fails to exercise general supervision (see section
3.02(3) of this revenue procedure) or control (see section 3.02(4) of this revenue
procedure) over one or more subordinate organizations;

(g) More than half of the subordinate organizations have had their exemption

automatically revoked;
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(h) More than half of the subordinate organizations fail to meet the requirements
for initial inclusion in or subsequent addition to a group exemption letter (see section
3.03(2) of this revenue procedure); or

(i) The central organization otherwise fails to meet the requirements of this revenue
procedure.

(2) Termination by the central organization. The central organization may

terminate its group exemption letter at any time by providing the notice described in
section 6.02(5) of this revenue procedure.

.02 Termination of the group exemption letter with respect to a particular subordinate

organization. (1) Removal from the group exemption letter. A subordinate organization

will be removed from a group exemption letter if--

(a) The central organization notifies the IRS that the subordinate organization will
no longer be included in the group exemption letter (see section 6.02(2)(a)(ii) of this
revenue procedure);

(b) The IRS determines that--

(i) The subordinate organization is no longer described in § 501(c) and therefore is
not exempt under § 501(a); or

(i) The subordinate organization is an organization not eligible for initial inclusion in
or subsequent addition to a group exemption letter because it is an organization
described in section 3.04(1) (foreign organization), section 3.04(2) (private foundation),
section 3.04(3) (Type lll supporting organization), or section 3.04(4) (QNHII) of this

revenue procedure;
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(c) The subordinate organization’s exemption is automatically revoked (see section
3.04(5) of this revenue procedure); or

(d) The subordinate organization fails to satisfy one or more of the matching,
foundation classification, or similar purpose requirements (see sections 3.03(2)(a),
3.03(2)(b), and 3.03(2)(c) of this revenue procedure).

(2) Group exemption letter remains in effect. The group exemption letter will

remain in effect with respect to all non-affected subordinate organizations after the
removal of one or more subordinate organizations under section 8.02(1) of this revenue
procedure unless the IRS has terminated the group exemption letter with respect to all
subordinate organizations under section 8.01 of this revenue procedure.

SECTION 9. EFFECT OF NON-ACCEPTANCE, NON-ISSUANCE, TERMINATION, OR
REMOVAL

.01 Effect of non-acceptance or non-issuance. When the IRS does not accept a

group exemption letter request (see section 4.02 of this revenue procedure) or declines
to issue a group exemption letter (see section 4.03 of this revenue procedure), the IRS
will not recognize the exemption of any organization initially included in the group
exemption letter request as a subordinate organization, unless the IRS previously
issued a determination letter to such subordinate organization and that determination
letter is still effective (that is, it has not been automatically or otherwise revoked) on the
date of non-acceptance or non-issuance, as applicable, except as provided in section
9.04 of this revenue procedure.

.02 Effect of termination. (1) In general. When the IRS or the central organization

terminates a group exemption letter with respect to all subordinate organizations (see
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section 8.01 of this revenue procedure), the IRS will not thereafter recognize the exempt
status of any subordinate organization included in the group exemption letter, except as
provided in section 9.04 of this revenue procedure.

(2) Churches or conventions or associations of churches. Notwithstanding section

9.02(1) of this revenue procedure, the termination of a group exemption letter will not
affect the exempt status of subordinate organizations that are churches or conventions
or associations of churches, described in 8 501(c)(3). See 8§ 508(c). Nonetheless, a
subordinate organization that is a church or a convention or association of churches
may obtain recognition of its exemption from the IRS by completing one of the actions
described in section 9.04(2) of this revenue procedure.

.03 Effect of removal. If the IRS or the central organization notifies a particular

subordinate organization that it has been removed from a group exemption letter, the
IRS will not thereafter recognize the exempt status of the affected subordinate
organization, except as provided in section 9.04 of this revenue procedure.

.04 Subsequent recognition of exemption. (1) In general. Notwithstanding sections

9.01, 9.02, and 9.03 of this revenue procedure, an organization may obtain recognition
of its exempt status or may declare its exempt status, as applicable, by completing an
action described in section 9.04(2) or 9.04(3).

(2) Organization required to file an application. An organization required to apply

for recognition of exemption under 8§ 505 or § 508 may obtain recognition of its
exemption by--

(a) Filing an application;
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(b) Being added to a group exemption letter maintained by another central
organization;

(c) Being included by another central organization in a request for a new group
exemption letter; or

(d) Being included by the same central organization in a request for a new group
exemption letter.

(3) Organization not required to file an application. An organization that is not

required to apply for recognition of exemption under § 505 or § 508 may obtain
recognition of its exemption in the same manner described in section 9.04(2) of this
revenue procedure. Alternatively, such a subordinate organization may declare its
exempt status (without obtaining recognition from the IRS) by filing annual information
returns or notices (see section 7 of this revenue procedure). In certain circumstances,
an organization that intends to operate as an organization described in section 501(c)(4)
may be required to file Form 8976 (see section 5.03(3)(c) of this revenue procedure).

(4) Automatic revocation. Notwithstanding section 9.04(3) of this revenue

procedure, a subordinate organization must file an application for reinstatement if the
subordinate organization was removed from a group exemption letter because its
exemption was automatically revoked (see section 8.02(1)(c) of this revenue
procedure). A central organization may not add the subordinate organization to a group
exemption letter (see section 3.04(5) of this revenue procedure) unless and until the

IRS has reinstated the subordinate organization’s exemption.

49



SECTION 10. EFFECTIVE DATE OF EXEMPTION

.01 Initial inclusion. If all of the organizations initially included in a group exemption

letter as subordinate organizations were organized within 27 months of the postmark
date of the group exemption letter request, then the effective date of exemption for each
organization initially included in a group exemption letter as a subordinate organization
will be the organization’s date of formation, or, in the case of an organization that has
had its exemption automatically revoked and subsequently reinstated after filing an
application for reinstatement, the date on which the organization’s exemption was
reinstated, determined in accordance with Rev. Proc. 2014-11. If any organization was
organized more than 27 months before the postmark date of the group exemption letter
request, was not previously recognized by the IRS as being described in § 501(c), and
was not included in another group exemption letter, the effective date of all the
organizations initially included in the group exemption letter as subordinate
organizations will be the postmark date of the group exemption letter request.

.02 Subsequent addition. The effective date of exemption of an organization that is

subsequently added to a group exemption letter as a subordinate organization depends
on its exempt status immediately prior to its addition. If, at such time, the organization
was not recognized by the IRS as being described in § 501(c) and was not included in
another group exemption letter, the effective date of exemption will be the postmark
date of the information required under section 6 of this revenue procedure, regardless of
the organization’s date of formation. If, at such time, the organization was recognized

by the IRS as being described in § 501(c) or was included in another group exemption
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letter, the effective date of exemption will be the same as prior to its addition to the
group exemption letter.

.03 Termination or removal. (1) In general. Except as provided in section 10.03(2)

or section 10.03(3) of this revenue procedure, if a group exemption letter is terminated,
either with respect to all subordinate organizations or with respect to a particular
subordinate organization, an organization required to apply for recognition of exemption
under 8 505 or § 508 must file an application within 27 months of the date on which the
IRS terminated the group exemption letter to receive an effective date that is the same
as the date of termination of the group exemption letter. An organization that files an
application more than 27 months after termination of the group exemption letter will be
recognized from the postmark date of its application, provided that it otherwise meets
the requirement for tax-exempt status. In this case, the organization will be taxable
from the date the IRS terminated the group exemption letter until the postmark date of
its application. An organization that is not required to file an application may declare its
exempt status (without obtaining recognition from the IRS) by continuing to file annual
information returns or notices (see section 9.04(3) of this revenue procedure).

(2) Automatic revocation. In the case of a subordinate organization that has had

its exemption automatically revoked, the effective date of exemption for such
organization will be the date on which the organization’s exemption was reinstated after
being automatically revoked, determined in accordance with Rev. Proc. 2014-11, as

applicable.
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(3) Declaratory judgment action. In certain circumstances, a subordinate

organization may be able to file a declaratory judgment action under 8§ 7428, in which
case, the effective date of exemption for such organization will be determined by the
outcome of the proceeding.

SECTION 11. DECLARATORY JUDGMENT PROVISIONS OF § 7428

.01 In general. Section 10 of Rev. Proc. 2020-5 (or its successor) generally explains
when and how a declaratory judgment proceeding under § 7428 may be filed in the
United States Tax Court, the United States Court of Federal Claims, or the District Court
of the United States for the District of Columbia.

.02 Application to central organizations. Section 10.02 of Rev. Proc. 2020-5 (or its

successor) describes when § 7428 applies to a central organization.

.03 Application to subordinate organizations. Section 7428 applies to a final

determination by the IRS that a particular subordinate organization--

(1) Is no longer described in 8 501(c) and therefore is not exempt under 8 501(a)
(see section 8.02(1)(b)(i) of this revenue procedure); or

(2) Was not eligible for initial inclusion in or subsequent addition to a group
exemption letter because it is an organization described in section 3.04(1) (foreign
organization), section 3.04(2) (private foundation), section 3.04(3) (Type Il supporting
organization), or section 3.04(4) (QNHII) of the proposed revenue procedure (see
section 8.02(1)(b)(ii) of this revenue procedure).

.04 Actions to which 8§ 7428 does not apply. Section 7428 does not apply to the

following actions:
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(1) Non-acceptance of a group exemption letter request (see section 4.02 of this
revenue procedure).

(2) Non-issuance of a group exemption letter (see section 4.03 of this revenue
procedure).

(3) Termination of a group exemption letter for a reason described in section
8.01(1), other than section 8.01(1)(b) (determination by the IRS that the central
organization is no longer described in 8 501(c), in which case § 7428 would apply to the
central organization), of this revenue procedure.

(4) Removal of a subordinate organization from a group exemption letter as
described in section 8.02(1), other than section 8.02(1)(b)(ii) (determination by the IRS
that an organization is not eligible for initial inclusion in or subsequent addition to a
group exemption letter as a subordinate organization), of this revenue procedure.

.05 Who must file. A subordinate organization must file the declaratory judgment

action under 8§ 7428 on its own behalf with respect to a determination affecting its own
initial or continuing qualification or classification. Accordingly, a central organization
may not file a declaratory judgment action under § 7428 on behalf of one or more of its
subordinate organizations. Conversely, a subordinate organization may not file the
declaratory judgment action under 8 7428 on behalf of its central organization. For
more information on the application of 8 7428, see section 10 of Rev. Proc. 2020-5 (or
its successor).

SECTION 12. RELIANCE

.01 By a central or subordinate organization. In general, a central organization and

its subordinate organizations may rely on a group exemption letter that continues to
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meet the requirements of this revenue procedure (except as provided in section
14.02(2) of this revenue procedure, which provides a transition period for preexisting
group exemption letters). However, see section 11.02 of Rev. Proc. 2020-5 (or its
successor) regarding limitations on reliance.

.02 By grantors and contributors. To verify that contributions to a subordinate

organization are deductible under § 170, a donor should consult the central
organization’s listing in Tax Exempt Organization Search (Pub. 78 Data), which will
indicate that contributions to its subordinate organizations are also deductible. Section
3.02 of Rev. Proc. 2018-32, 2018-23 I.R.B. 739. The donor should then confirm that the
subordinate organization is covered by the group exemption letter by contacting the
central organization. See generally section 6.03 of Rev. Proc. 2018-32. Donors may
rely on the central organization’s written verification with respect to deductibility of
contributions to one or more subordinate organizations included in a group exemption
letter.

SECTION 13. DISCLOSURE OF GROUP EXEMPTION LETTER REQUESTS AND
GROUP EXEMPTION LETTERS

A group exemption letter, the request for that group exemption letter, and any
supporting documents included with that request are open to public inspection under
8 6104(a) and (d). See § 301.6104(a)-1(a) & (e)(3); § 301.6104(d)-1(f)(1). See Rev.
Proc. 2020-5 (or its successor) for rules regarding the disclosure of applications and

determination letters.
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SECTION 14. APPLICABILITY

.01 New group exemption letters. This revenue procedure applies to all group

exemption letters requested and issued after the date the final revenue procedure is
published in the Internal Revenue Bulletin.

.02 Preexisting group exemption letters. (1) In general. Except as otherwise

provided in this section 14.02, this revenue procedure applies to all preexisting group
exemption letters.

(2) Certain sections applicable to preexisting group exemption letters after a

transition period. (a) In general. The following sections of this revenue procedure apply

to preexisting group exemption letters one year after the date the final revenue
procedure is published in the Internal Revenue Bulletin (transition period):

(i) Section 3.01(2) of this revenue procedure (requiring a central organization to
have at least one subordinate organization to maintain a group exemption letter).

(i) Section 3.01(3) of this revenue procedure (permitting central organizations to
hold only one group exemption letter).

(b) Minimum number of subordinate organizations. If a central organization has a

preexisting group exemption letter but does not have at least one subordinate
organization, the central organization must add, during the transition period, at least one
subordinate organization to its group exemption letter (see sections 6.02(2)(a)(iii) and
6.02(3) of this revenue procedure regarding information that must be submitted to the
IRS) or notify the IRS of its intent to terminate the group exemption letter (see section
6.02(5) of this revenue procedure). The central organization may submit this
information with its SGRI if its SGRI is due before the end of the transition period.

(c) More than one group exemption letter. During the transition period, a central
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organization that maintains more than one preexisting group exemption letter must
terminate all but one of its preexisting group exemption letters. The central organization
must determine which preexisting group exemption letter it intends to maintain and
notify the IRS of its intent to terminate any additional preexisting group exemption letters
(see section 6.02(5) (regarding notification of intent to terminate) of this revenue
procedure).

(3) New subordinate organizations. (a) In general. This revenue procedure

applies to all new subordinate organizations; no transition period is provided.

(b) Information required the first time new subordinate organizations are added to a

preexisting group exemption letter. In the case of a central organization with a

preexisting group exemption letter, the information the central organization was required
to submit about its subordinate organizations under previous revenue procedures was
different than the information required by this revenue procedure. However, this
revenue procedure applies to all new subordinate organizations of a preexisting group
exemption letter (see section 14.02(3)(a) of this revenue procedure). Therefore, the first
time after the effective date of this revenue procedure (see section 16 of this revenue
procedure) that a central organization adds any new subordinate organizations to a
preexisting group exemption letter, such central organization must provide the
information required by section 5.03 of this revenue procedure about its new
subordinate organizations. Upon the second, and any subsequent, addition of new
subordinate organizations to the preexisting group exemption letter, such central
organization must provide only the information required by section 6.02(3) of this

revenue procedure.
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(4) Preexisting subordinate organizations. (a) In general. Except as provided in

sections 14.02(4)(b) and 14.02(4)(c) of this revenue procedure, the requirements of this
revenue procedure apply to preexisting subordinate organizations.

(b) Certain sections not applicable. The following sections of this revenue

procedure do not apply to preexisting subordinate organizations:

(i) Sections 3.02(3), 3.02(4), and 3.02(5) of this revenue procedure (defining, and
describing the applicability of, the terms “general supervision” and “control”).

(i) Sections 3.03(2)(a)(ii), 3.02(2)(b), 3.02(2)(c), and 3.03(2)(d) of this revenue
procedure (describing the matching, foundation classification, similar purpose, and
uniform governing instrument requirements).

(i) Section 3.04(3) of this revenue procedure (stating that Type Il supporting
organizations are not permitted to be subordinate organizations).

(iv) Section 3.05(2) of this revenue procedure (requiring that the authorization for
initial inclusion in or subsequent addition to a group exemption letter described in
section 3.05(1) of this revenue procedure permit the central organization to remove the
subordinate organization from the group exemption letter if the subordinate organization
fails to comply with the requirements of this revenue procedure).

(c) Requirements for preexisting subordinate organizations. Preexisting

subordinate organizations--

(i) Must all be described in the same paragraph of 8 501(c), though not necessarily
the same paragraph as the central organization;

(i) If described in 8 501(c)(3), may be classified in any paragraph of § 509

(including & 509(a)(3));
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(i) May have different primary purposes; and
(iv) May have unique (as opposed to “uniform”) governing instruments (charters,
trust indentures, articles of association, etc.).

(d) Preexisting subordinate organizations described in different paragraphs of

8 501(c). If a preexisting group exemption letter includes preexisting subordinate
organizations that are described in different paragraphs of § 501(c), the central
organization must remove the preexisting subordinate organizations described in the
paragraph of 8 501(c) different from the paragraph in which the central organization
stated that the subordinate organizations would be described in its group exemption
letter request (see section 4.02(3) of Rev. Proc. 80-27) during the transition period. For
example, if a central organization has a preexisting group exemption letter for
subordinate organizations described in 8 501(c)(3), but has subordinate organizations
described in both § 501(c)(3) and 501(c)(4), the central organization must remove the
subordinate organizations described in § 501(c)(4) (see section 6.02(2)(a)(ii) of this
revenue procedure regarding subordinate organizations no longer to be included in a
group exemption letter).

(e) General supervision or control. The definitions of “general supervision” and

“control” in sections 3.02(3) and 3.02(4) of this revenue procedure do not apply to
preexisting subordinate organizations. Nonetheless, a central organization that meets
the requirements section 3.02(3) or section 3.02(4) of this revenue procedure with
respect to a particular preexisting subordinate organization per se exercises “general
supervision” or “control,” as applicable, over that preexisting subordinate organization.

.03 Examples. The application of this section 14 is illustrated by the following
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examples.

(1) One preexisting group exemption letter for subordinate organizations described

in a different paragraph of 8 501(c) than the central organization. A central organization

described in 8 501(c)(3) has a single preexisting group exemption letter for subordinate
organizations described in 8 501(c)(4), as was permitted by Rev. Proc. 80-27. The
central organization may continue to maintain the preexisting group exemption letter
because the central organization’s preexisting subordinate organizations are not
required to be described in the same paragraph of § 501(c) as the central organization
(see section 14.02(4)(c)(i) of this revenue procedure). However, the central
organization may not add any new subordinate organizations because, in this case, the
addition of new subordinate organizations would violate the matching requirements. In
particular, if the central organization added new subordinate organizations described in
8 501(c)(3), the central organization would satisfy the requirement that new subordinate
organizations be described in the same paragraph of 8 501(c) as the central
organization (see sections 3.03(2)(a)(ii) and 14.02(3)(a) of this revenue procedure) but
would violate the requirement that all subordinate organizations be described in the
same paragraph of 8 501(c) (see sections 3.03(2)(a)(i) and 14.02(3)(a), of this revenue
procedure) because the central organization would have subordinate organizations
described both section § 501(c)(3) and (4). If the central organization added new
subordinate organizations described in § 501(c)(4), the central organization would
satisfy the requirement that all subordinate organizations be described in the same
paragraph of 8 501(c) (see sections 3.03(2)(a)(i) and 14.02(3)(a) of this revenue

procedure) but would violate the requirement that all new subordinate organizations be

59



described in the same paragraph of § 501(c) as the central organization (see sections
3.03(2)(a)(ii)) and 14.02(3)(a) of this revenue procedure).

(2) One preexisting group exemption letter for subordinate organizations described

in the same paragraph of 8 501(c) as the central organization. A central organization

described in 8 501(c)(3) has a single preexisting group exemption letter for subordinate
organizations described in 8 501(c)(3). The preexisting subordinate organizations
(none are private foundations) all have different foundation classifications under

8 509(a), which was not prohibited by Rev. Proc. 80-27. The central organization may
add new subordinate organizations that are described in 8 501(c)(3) to its preexisting
group exemption letter because it satisfies the matching requirements — all of the
subordinate organizations are described in the same paragraph of 8 501(c) (see
sections 3.03(2)(a)(i) and 14.02(3)(a) of this revenue procedure) and the central
organization and all of its new subordinate organizations are described in the same
paragraph of 8 501(c) (see sections 3.03(2)(a)(ii) and 14.02(3)(a) of this revenue
procedure). Nonetheless, if the central organization adds new subordinate
organizations described in 8 501(c)(3) to the preexisting group exemption letter, the new
subordinate organizations must have the same foundation classification, although not
necessarily the same foundation classification as the central organization (see sections
3.03(2)(b) and 14.02(3)(a) of this revenue procedure).

(3) Two preexisting group exemption letters for subordinate organizations

described in different paragraphs of 8 501(c). A central organization described in

8 501(c)(3) has two preexisting group exemption letters — one for subordinate

organizations described in § 501(c)(3) and one for subordinate organizations described
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in 8 501(c)(4) — which was not prohibited by Rev. Proc. 80-27. The central organization
may only keep one preexisting group exemption letter because this revenue procedure
does not permit a central organization to maintain more than one group exemption letter
(see sections 3.01(3) and 14.02(1) of this revenue procedure). However, this
requirement does not apply until after the transition period (see section 14.02(2)(a)(ii) of
this revenue procedure). During the transition period, the central organization must
determine which preexisting group exemption letter it intends to keep and notify the IRS
regarding which preexisting group exemption letter it intends to terminate (see section
14.02(2)(c) of this revenue procedure). Like Example 1, if the central organization
chooses to maintain the group exemption letter for subordinate organizations described
in 8 501(c)(4), the central organization may not add any new subordinate organizations.
Like Example 2, if the central organization chooses to maintain the group exemption
letter for subordinate organizations described in § 501(c)(3), the central organization
may add new subordinate organizations but the new subordinate organizations must
have the same foundation classification as each other, although not necessarily the
same as the central organization. Either way, a subordinate organization that is
removed from the group exemption letter may maintain its exempt status by taking an
action in section 9.04(2) or section 9.04(3) of this revenue procedure (see section 9.02
of this revenue procedure regarding the effect of termination).

(4) Central organization that is not described in 8 501(c) with two preexisting group

exemption letters for subordinate organizations described in different paragraphs of

8 501(c). Assume the same facts as Example 3 except that the central organization is

an agency of a political subdivision and is not described in 8§ 501(c). Like Example 3,
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the central organization may only keep one group exemption letter (see sections 3.01(3)
and 14.02(1) of this revenue procedure). However, unlike Example 3, the central
organization may add new subordinate organizations to whichever preexisting group
exemption letter it chooses to maintain because the matching requirement described in
section 3.03(2)(a)(ii) of this revenue procedure does not apply to a central organization
that is an instrumentality or an agency of a political subdivision and that is not described
in 8 501(c) (see section 3.03(2)(a)(iii) of this revenue procedure).

(5) One preexisting group exemption letter with no subordinate organizations. A

central organization described in 8 501(c)(3) has a single preexisting group exemption
letter for subordinate organizations described in 8 501(c)(3) but currently does not have
any subordinate organizations. Under this revenue procedure, a central organization
must have at least one subordinate organization to maintain a group exemption letter
(see section 3.01(2) of this revenue procedure). However, this requirement does not
apply to preexisting group exemption letters during the transition period (see section
14.02(2)(a)(i) of this section). During the transition period, the central organization
either must add at least one subordinate organization described in 8 501(c)(3) to the
preexisting group exemption letter or must notify the IRS of its intent to terminate the
preexisting group exemption letter (see section 14.02(2)(c) of this revenue procedure).
If the central organization adds a subordinate organization to the preexisting group
exemption letter, the central organization must submit the information described in
section 14.02(3)(b) of this revenue procedure. Even though the group exemption letter
IS a preexisting group exemption letter, after the transition period, this revenue

procedure will apply to the preexisting group exemption letter as if it is a new group
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exemption letter described in section 14.01 of this section because there are no
preexisting subordinate organizations.

(6) One preexisting group exemption letter with subordinate organizations

described in different paragraphs of 8 501(c). A central organization described in

8 501(c)(3) has a preexisting group exemption letter with subordinates described in

8 501(c)(3) and (4). Neither Rev. Proc. 80-27 nor this revenue procedure permit a
central organization to maintain a group exemption letter for subordinate organizations
described in different paragraphs of 8 501(c). Assuming that the group exemption letter
was intended for subordinate organizations described in 8§ 501(c)(3), the central
organization must remove the subordinate organizations described in 8 501(c)(4) by
submitting the information required by section 6.02(2)(a)(ii) of this revenue procedure.
A subordinate organization described in 8 501(c)(4) that is removed from the group
exemption letter either may obtain recognition of or declare its exempt status by taking
an action in section 9.04(3) of this revenue procedure (see section 9.02 of this revenue
procedure regarding the effect of termination).

SECTION 15. EFFECT ON OTHER REVENUE PROCEDURES

Rev. Proc. 80-27 (as modified by Rev. Proc. 96-40) is modified and superseded.
SECTION 16. EFFECTIVE DATE
This revenue procedure is effective on and after the date the final revenue procedure

is published in the Internal Revenue Bulletin.
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