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in sedion G01 (0) (8). Even though on 1income under pnl'ngrllph (b) (1) of
orJts.nizotion h,as not violated uny or the i thil! section wlll apply only to in~(Jme
terms 01 seetien 004, it IlUll mar Dot accumulated duriuJ.l' a taxable yeAr o!
.q uaJi.l'y for tax exemt'Hon hi \rlr.w of tit!! the trullt beginning morc t.hn11 21 "eo.r q

general proviainns of lleetJon 1501 (c) gftu the date of dl!:llh o[ th~ l.!l.~-t lif~

(3J, ThuII,!I a tru~tcl! or other flducl- in bt-!n~ del:!JgnLlted in the trust Instru­
ary of the organizatIon (whether or net ment.
he is alpCl R creator of such orgllniZA- (c) F r th
tiou) enters Into n transaction with the eO,,' e p~,ljJOfle of flPction r;U4,
oTrunir.ation, such transuctlen wlll br. th t.erm income means (nina. ll!'ofi.ta.
.clol'.lcly Ilcrutinizeu in the light of the and Income detcrmJrled under the prln­
fldul:l'lr:r pr-inciple !'equirirl~ IIndividl!dj dple.! appliCAble in detl!l1Jlinin# the
Jonlt~, to /l!1c;rl<li'D whether the orgnn- el1rulngs 01' profite (If R corporation.
iZ~4li(1;J il'l t11' flld being' eperated for the The nmount nccumulfltcd out of income

I
during the taxable )'cnr or ::In)' prior

r; lated exempt purposes, t..'\Xabl,e :}'~ar shall be determined ~nder
(h) (1) An~' orv.:rni7.dion described I the prznclples appJlcK~le 111 determinlne

in Bedion 1i01(c) (3) other than lj,n· the accumulated eal'Jl1lJg/J 01' profits of
,onr.anizntiou deaerlbed in 8ectiotl 603 a eerporatien, In determining- the rea­
(b) (1) through (5), inelustve, "hall not 1l01tllblenrz8s ot ~~1 accun~ulat1on out of

'Le exempt under peetioll 50:1.(11) if the Jncome, there WIll be dlsregal'dad the
ameunts accumulated out of income Ifollowing:
t.1utin~ the taxnhle year, or allY priorI (1) The ueeumulatlen of ,l!'atn upon
taxable y~nr, nnd not actually paid out the sule or ~xchl1n~e of :\ donated IUls~t
for exempt purposes by the end of the to the extent that such gain repreaente
taxable year, are Uhteatlljnable. the eXcella of the flilr market value of
Amount~ aeeumulatad out oI Income be- such aBse~ when acquired b:r ihe ortt~ill­
come unreasonable when mere income izatJon over its substltutcd buals in the
is sccumululed than is needed, or when hande of the org:lnlz:ttioh:
the duruUoll of the accumulntiol1 ia
longer thnn is nt!eded in order to cnrry (2) The 8l!eumuhlUon of g:lin upon
out the purpOllC conl'ltitutin~ the buill the aAte or eltch~ilJg,~ of properly held
for the organization's exemption. FUT- for the production of ln~estment in­
thermol'c, . such an org:l.nizlitlon shall come. such as dlvJdellds, Interest. and
not lJe exempt under flection Got(n) i! rente, where the J1roee~ds of such e1:lle
~imoulltR accunJulated out of income nre or exch~llJge are wHhJll a rcAl!lon~I"Je
u(ll!d to a IlllhFt.antial degrce for pur. time relnvl!l'Ited ill .p1"opl!rt~· acqUIred
poees 01' functions othcr than those con. :l.tld held in gool1 fll1~h for the produe·
stitutinl< th~ hasiF for the orR'nniza- tlon or investment income.
tion's exemption, or if SUch nmouutEl (d) Whr.ther the condlt!tllle flpecifieJ
are invcsted itl !luch It manner a8 to in paragrll.phs (1), (2). and (3) of 1gec-

-_.-- -jcop..:-dlze the c:lrr~,jng out of tht! pur inn -504(a) are prcllcnt in an,. callie
poae or fundiol1 cOMt.ituHng the bllsiE- must be detcrmined from all thc fnd/!.
for the ory,:HJization'l'\ exemption. tIle t:lludiLlonl'l !!l,edflecl Itl l1ecUon 604

<Q) (1), (2), nml (3J In::l]" result from
(2) The provi!\ionll for the deniAl of the UFC of obly otl~ orgnllizntion or of a

~xcmpLion for Unl'e8l:l011Able accumula- chlj,ill of two or more organizutions.
tions of income will not apply to iJICI)1ne
aUributllbJe to property of a decedent (e) An orgl1nilmtJon that hall lost ita
dying Lefore ,Tnnuury 1, BlEil. whIch is cJl.~mpt Bt&ttUS by rr.allon of the JJ1'ovi.
trall8ft'.l'rcd under hi/! will to a tru/!t alonl'\ of section 504 may. in ordl!r to
created b~' /:juch will. In the case of Ii tcestnblillh its exemption, file n claim
trust created by the wJII of R decedr.nt for exemption wJth the rllRtrlct direc-
(lying on or after January 1, 1051, tor for thc internal rcvr.nue diBtrJct in
where income ill requJred 1.0 be aecumu· which Is located the principal f111lr.e of
latec1 by the trust, the denjlll of exemp- busineB8 or principal officc of the or­
tion for uureallon.ll.ble uccumulal.lona of IwnizllUon. Form 1U23, the exemption
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