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July 9, 1945

The Boerd of Trustees of the
University of Alabams
Uriversity, Alabeme

Gentlemen:

It is the opinion of this office, besed upon the evidence prew
seated, that you are exempt from Federal ircome tax under the provi-
sions of section 101(d) of the Internsl 2everue Code and corresoond—
ing provisions of prior revenue acts, 2s it is snown that you are
organized and operated exclusively for educational purposes,

Accordingly, you will not be required to file returns of in-
come unless you change the character of rvour organizatior, the
purposes of which you were organized, or vour metnod cf operation.
Any such changes snouwid be reported immediately to the collector of
internal revenue for your district in order that their effect upon
your exempt status may be deter:lned.

Since eny organization which is exempt from Feceral income tax
under the crovisions of section 101 of the Internal Revenue Code
elso is eempt from the capital stock tax pursuant to the express
rrovisions of section 1201(e)(1) of the Intermel Revenue Code, you
will not be required to file capitel stock tax returns for future
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vears s¢ long as the exempiion Irom income tax is effective,

PMarthermore, under subsilantielly identizl authority contained
in secticns 1426 andé 1607 of the Code anu/O* corresronding provie
siczs of the Soccial Security Act, the employment taxes imposed by
such statuies ze not applicable to renumerailon for services per-
formed Lo vour ezcloy s¢ iong es you meet the conditions prescrzbed

anove for reterniion of an exsmpt steius for income tax purposes,
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The Board of Trustees of the University of Alabama.

Contributions made to you are deductible by the donors in arrive
ing at their taxable net income in the mnner and to the extent pro-
vided bv section 23(0) and (g) of the Internal Revenue Code and cor-
responding provisions of prior revenue actis,

Requests, legacies, devises or transfers, to or for your use
are deductible in arriving at the value of the net estate of a
decedent for estata tax purposes in tre manner and to the extent
provided by sections 812(q) and 861(a)(3) of the Code and/or cor-
responding provisions of prior revenue acts, Gifts of property to
you are deductible in computing net gifts for gift tax purposes in
the manner and to the etent provided in section 1004(a)(2)(B) and
1004(b) (2) and (3) of the Code and/or corresronding provisions of
prior revenue acts.

The collector of internal revenue for your district is being
advised of this afion.

By direction of the Commdssioner,
Respectfully,
(Signed) Norman D. Carm

Deputy Commdssioner.
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CO: 58 Board of Trustees for The
University of Alabama, a
body corporate

P. 0. Box 1964
University, Alabama 35486

Gentlemen:

This is in reply to a letter dated November 26, 1973,
submitted on your behalf by your representative, Mr. €. Glemn
Powell, with respect to the tax exempt status of your
organization.

Our records indicate that you were recognized exemnt
from Feceral income tax under section 101(6) of the Internal
Revenue Code of 1939, which corresponds to section 501{c)(3)
of the Internmal Revenue Code of 1954, in a ruling dated
July 9, 1945.

Specifically, you request: (1) verificatiom or
correction of the employer identification number of The
Board of Trustees for The University of Alabama, a body
corperate, (2) a clear determination as to the proper exemp-
tion for your organization, i.e. whether it should be under
section 501(c)(3§ of the Code or section 115(a)(l) of the
Code, and (3) a ruling on the private fcundation status of
the Boazd of Trustees for The University of Alabama, a body
corporate.

Section 115(a) of the Internal Revenue Code of 1954
provides in part that gross income does not include income
derived from the exercise of any essential governmental
function and accruing to a state or any political subdivision

thereof.

The information submitted indicates that the income of
the Scard of Trustees does not accrue to the State or any
politic:l subdivision thereof within the meaning oI sectien
115(2) cf the Code. We do not see tha:z the income of the
Board of Trustees is paid over tc the State of Alabama ox any
solizizal subdivision thereof.
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Board of Trustees for The University of Alabama,
a2 body corporate

Accordingly, it is held that the income derived by the
Board of Trustees for The Universiiy of Alabama, a body
corporate is not excludadle under section llS(aS of the
Code. ‘

In addition, we have determined that your proper
classification for exemption from Federal income tax is
section 501(ec)(3) of the Internai Revenue Code of 1954.
Further, we have determined that you are not a private
foundation within the meaning of section 509(a) of the Code,
because you are an organization described in section §
and 170(b)(1)(a)(ii). 09(a)(1)

Section 3121(b)(7) cf the Federal Insurance Contribution
Act (FICA) and section 3306(c)(7) of the Federal Unemployment
Tax Act (FUTA) provide that services performed in the
employ of a wholly owned instrumentality of a State of a
- political subdivision of a State are excepted from the
definition of "employment". Accordingly, if your organization
is a wholly owned instrumentality, remuneration for services
performed for you is not subject tec taxes imposed by the
FICA or the FUTA. When Social Security is desired for
employees of a wholly owned instrumentality of a State of
a2 political subdivision, the coverage may be obtained only
by means of an agreement bdetween the State and the Secretary
of Health, Education, and Welfare, entered inte pursuant to
2 section 218 agreement of the Social Security Act, as
amended.

The waiver procedure in section 3121(k) of the FICA is
not applicable to a wholly owned instrumentality of a State
or political subdivision evern though the particular instrumen-
tality also qualifies for exempticn from Federal income
tax under. section 501(c)(3) of the Internal Revemue Code.

You are required to file Form 990, Return of Organization
Exempt Frem Inceme Tax, only if your gross receipts each
year are normally mere than §$5,00C. If 2 return is reaquired,

e must be filed by the 15th day of the fifth month after
the end ¢f your anmnual accouniing period. The law imposes
2 penalty of $i0 a dzy, up to a maximum of $£5,000, for
Fziluve to file the return on time.
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Board of Trustees for The University of Alabama,
a body corporate

An employer identification number will be assigned to
you and you will be advised of it. Please use that number
on all returns you file and in all correspondence with the
Internal Revenue Service,

We are informing your key District Director, Atlanta,
of the contents of this ruling. Please keep this ruling
in your permanent records.

Sincerely yours,
Milton ‘Cerny

Chief, Rulings Section I
Exempt Organizations Branch



