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Form 1023, Applieation for Exempilon Parsuant to Code Sectlon 500 (c)(3)

The fatlowing information is beimyg submitted in suppart of the Application for Excimption
aml in response 0. your ketter dated Decesher 18, 2001, » ropy of which is afached hérelo

Pheziee bt aclvisgal that | rospectfully dizageee wilh voir imerpretation of coroin Tects i ke
instant case, 38 wiell a8 your interpeetation of the applicalsle e taw as 7§ applics to the Tocts set Toith

I In-poge 2 of your Letter, you refer to the Memomndum of Understanding dated
August 20, 1998 ("Memorzndom™) amd poinl owl thal American Plyers College, Tnc,
{"AFC")ansd American Fiyers Schoels, Ine, ("AFS") agres:d to enter into a sepanste
agreement, effective follwwing the poquisition by Dr. Achor Eeizer ("Dr. Keiser™)
ol the shares of ATC sreck, upan such torms os mutsnliy agreed (o by AFC ond AFS,
whereby (i} APC would provide ATS with a collegiate program for AFS figh
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stanfenly, and (i) AFS would provide AFC with Right iraining servives ond prngriis
for AVFC's sludents. ¥ ou fierthier paint out that fie Memorandim provided that ol
af e Dight wmining for e AFC students would be ssbeantmeted by AFC o AFS
Might sclwools, used on these Nwited focts, you terefore conclisda thnt Everglnfes
Cullege is "serving the private benefitofn for-profilentity.” | respoatfully disibree
with your conchsion,

Your Letter fifls bo note that AT and AFS did entorinin e sepamate ogreemen, dnied
August 24, 1998, n copy o which lus been provided to you [ Agrecment™), wherehy
ATS ngreed to provide Right isining services to the AFC {now Evarplpbes Collepe)
students i the regulor ptes. Thess services were, nnd currently mre, provided to the
Evergledes students ot normzl customary rates. Tt should bs noted tla Everglodes
College does not have the necessary facilities to provide secl Might training ta its
stinkesils o is, therefore, cormpelicd to subeoniract out such verviees. Tnthia regand,
plepse node that this contrmeiun] arrengemant between Everginles College prd-ATS
it beiig berminnted, effeetive on or cbout Felimy 28, 2002,

Your Letter alse fils to peint out that AFS and Evergledes Coliege are curently
unrelated partics whe are not controlled by tee same direciors or gfficers,
Acenrdingly, your statement that Everghades College is serving the private lnefit
ol "forprofitentity™ has wo lepal or Factoal basis,

Althe top of page 3 of your Lelier, you refer to the “seholarship program® of
Everglndes College and nofe thet Everglades College awarded schnlnrshine in i
smokit of 3500 to cach of tm sludents whe hiove completed mssocite depices at
Feiser Cofleye, o for-profiteollepe vwned by Dr. Keiser, 10, Keiser's mather snd Dr,
Keiser's 500, You, therefore, conclude than Evergiodes College iz "serving-tha
privals benefit ofa for-profit entity.” Trespecifidly disansee with your conciusias,

The schwlarship reeipicnts were selected by an indspesdent Beard of Tristess (this
independenca will be sidressed loter on) on the basis of & variety of criterk
fizctors, o copy of which was proviously fimished to vou in connection with &
discussion of scholarshdps svailable. These eligibility criteriafaciors did notinclude
any sequirernent that the scholorship reciplents be produntes of Bedser Collegz's
associale's degree programe. The initial sclection of these scholorship recipients
having Keiser College degroes was more pitribitable fo the leck of seholarship
candidatesfapplivants frem oiher schools. It should also be noted that cach of these
scholarship reeipionts reccived thetotal sum of 500 which iz a relntively smnll sum
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of mboey (Le., $56) bn relation to the 0%l snmul tusition eost of approximately
FEO000. The conchision which your FLeller atlempis to dlrnw s fhet Keiser Cellepe,
which has approximately 4,500 stidents, derived o sipnificant benelit from (hese
seholizshi, | respeciflly dissgeee with your conchision In os sauch as flose
seholarships were nominal in amount ond fepresented only one set of scholnrships
awarded by Kelser College, Eeiser Collepe also pives schalarships to the Florida
Astocintion of Past Seeondary Schools pnd Colleges, anwell nzio the Coreyer Callepe
Assachition. Keiser Collene is o ropionally seeredined 23-voar instilulion, white
Everghiles Callege s omiy & 2-yoar inslitution and, ierefare, o suppest (hot by
having nWercdthw:ﬂmninulschqu!h'pﬁ Feiser College has recelved a suhstantiz]
private benefil iz simply not tnee, [ ihere wais & bonelit clves is was ihe beselit that
Helger Collepe bestowed upon Everglndes Collepe by nwarding these schotarships
in order to encouragn enrollitent in Everplodes Collope,

:\-I

in the smitkflc of pape 3 of your Letter, you iote that he butlding in which Everpindes
College is located §s sublensed from Kelser College, which In turn leases the cnfine
buliding from & parivership which is 423 0wned by entitica which are ownied by D,
Keiger aniies his Banily and 58% owned by wnrclated parties. You note that tha
entire uilding leasod by BeiserColloge comprizes 83,824 square fect, "including the
area [sic] occupied by Everglades Coflepe.” Youalso note thot housed in this facilisy
are Eeiser Crareer Institute and Everglades Mannzement Company. Ta beyin with,
it should be noded thit Keiser Career Institats is ot housed in this facility, but mihee
it ia the Fou Lewderdale campus of Kefser College which is housed in this Tachlity.
Also, whit you Failed to rvention i that the Propeny sczupied by Everplndes Colloge
is only approxinaely 4,634 square fecl {which mpresents dpprovimmtely 5% of the
tatal square footage of the busildling Jensed by Keiser Cellege) and that the rental mie
charged to Everglodes College (as supporiad by eppraizal which was previously
Turnizhed to you) is less thon the fair rental valie of such property, Accordingly, |
respectfully dissgres with your conclusion thot this “armangemen! serves the privale
beagefit af (he Knisarsmdﬂn.-.'r[sic] related for profitentities.® | fil (o see haw thiz
“rent subsidy® which is beinp provided to Everglodes College benefits Ir. Keiser or
his family. Dr, Keiser's prefercnce would be: for Everglades College o be housed
inadifferent facility; liowever, its cash fowand warking copital nesds will not allow
Yoz such o mave at this Hme which weould invariably result in ahigher rential charpe,
In addition, it should be noted that stulents of Everlades College were allowed
seeess b Keiser College’s Bibrary and its rezearch facilitics without charge,
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Otlier facts which should be hraught ta yourattendian {mince inyour discussion ol il
applicable low you allude to e npparoni “control® which Dr. Keigeror hiz Tamily
seavielion exert an verplode Collepe) are as follows:

A. Allough the current Board of Directors af Everpindes College cansists of
D, Keiser, D, Keizer's wilk, Belinda Kelser, snd Jim Waldman, wh js the
Viee Mayorof Coconur Creek amd is not as emiployee of Gverglades College
ar iy aiher cinity ovned or coutrolled by Dr, Keiser or fiis family (Florida
law requircs thy there be three. directers at gf} timez), the anly dulics and
funcligns of the Board of Directors under the Dyiows s the appaintnaent or
election of the initial Boord of Trsteez and the nomination of all Trustecs 1o
be elected thereafier. All other husines s maners involving Everglade Colleps
are specifically controlfed by an independent Board of Trustees {"Bowrd of
Trusiees™), See Arficle 111, Section 1, of e Bylaws, & copy of which has
Eren provided 1o yon {"Byiaws™), -

. Allefthe basiness snd opemtional ectivities of Evergtlades College, inclsding
fts foy-1o-day activities and election of olficers, are salely the responsibitity
ol the Boand of Trustees and not the Board of Direclors. See Article 1V,
Seetion 2, of tha Bylaws.

. The current Board of Trustees consists of the follerwing individuals:

[£)] D, Arthur Beizer - Claneellor of Everglades Collepe
ol Ketser Collepe
[ 500 Mortlwwest 49 Sireet
Fort Lauderdale, FL 33300 p e

() Jim Waldman - Attomey smd Vice Mayor of Coconte Creck
2751 West Athmtic Bowlevend
Ponipiane Beach, FL 33069

{iif)  Maria Kondracki - Insurance Agent and Financial Planner
S00 M. Andeews Ave, Sulie 250
Fout Landerdale, FL 33309

(i¥d]  Liptog Mckenzia - Mok enzic Financinl Scrvices
3520 West Broward Dlvd., Suits 217
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Fort Lawederdale, FL 33312

vl Cotherine MeRKenzia - Vice President of Bell South
6451 Mocth Uederol Highway, Swite 1133
Fort Lawderdale, FL 33308

(¥i} Dy Joscph Pace - Pozific Tnstioe
1230 Sowl Southlnke Drive
Haliywood, FL 33020

Pleaso nate that the Apptication for Excrpticn (IRS Form 1023}, Part 1V,
Irern &, inadverently Hsted Gary Morkowitz a5 5 member of the Bogmd of
Truslees. Wir Mackowitz, who fson employee of Everglades Coliope, s nni,
and hies never been, n member of the Board of Trustess,

Plense alsa note thet Dr. Keiser is now the Cliancellor af Fverglades Collepe
sl Susan Ziegelhofer i3 now the President of Everglades Collepe.

With the exeeption of De, Keiser, none of the otber memters of the Board of
Trusiees nre employed by Breralades College ar any other entity owned or
controfled by D, Keiser ur s fumiiy,

The Bylavws peavide that ile members of the Baord of Trustees shall serve
staggered terms and that their replacements shall be elecied by the Doard of
TTusiess from perspns nomisated by the Moard of Dhrectors. The Bylaws
futher provide that (i} no miore than two {2} members of the Board ol
Trusices may be related 1o a Direetor or fn officer, and (i} o more thaatwa
{2) memiers of the Board of Trostess are ollowed ta be an employes of
Everghudes. Collepe or o have any other business relationship willt
Everglades College, See Articls IV, Section 3, of the Dylaws.

Accordingly, it is clear that the Board of Trustees i nn independent
governing body of Evergludes College, Asspeeiflenlly noled in Anicle By,
Sectivm |, of the Rylaws, theindopendence of the Bord of Trusters iz critical
1o eitsure that Everplades College meets the noods of the commumitics in
which i seryes.
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My cisppreement withy o implermeengion of the law:

As a point ol clarification, ilie "epentionad lest" 63 described in Secton LS0e) -1yl
the Treasury Regulsions provides tht an anganization will be reparded as “Op erated exclurfvely”
for ane or mope excning pumposes only iFit enpopes prrimnnrily i eetivilies which aecapiplish one or
morzafencinpl purposes, Ay arganization will not be saregantad iTmore than an insshetnginl pact
ol s activitics s not in funhcranee of an exempl purpone; As 2 eorollaey to this, it must he poted
Wik “incideninl™ henclits conferred upon disinteresicd persons would nol cayss A orpanlzotion te
1l e "ogemlionn) jest.” See, ., Dodler Boginess Aureay v Linited Sates, 326115, 270 (19433,
Ehureh_ip Rostop v, Lgmimissigner, 71 T.C. 102 (1978), and Eontughy [ar Foundation v
Commissipner, 78 T.C. 92] (1982 Accerdingly, | would Jike 1o paint aul that any. benelits
confemed vpon Dr. Keiser, his Fattily o any entitics owned or contmalled by hint or hiz Bimily asa
resill of e ictivities of Everplades Collepe would clearly be reparded s "jneidents)® at best,

Im¥our Leteer, you cilEmluEMm&MFﬂnqﬁaﬁn Coemmyissia
TC Memo 1989-36 (298%), Ol Domining Box Cp, Ine, v, Uaited Stides, 477 1. 34 340 {4% Cir,
1973} and Revene Ruling T6-441, 1976-2 ©1, 147, az aothority for your position that the
“operational lzst” s not been satisfied in the fnstant case, | rcspcs:ll'uil_rﬂisnmeu.-i:hymafpmhinn
for the Mmliowing rensona:

I The Internat Mﬁ%@mﬁiﬁmm- involved i nonprofin
corpomation which was formed by the owner of a far-profitimvel agency to condus
medical educational tours thrond. The court held that a substzneia) purpeise of tle
nonprofit cosporation”s operstions was 1o interense the income of the wavel JpCncy.
In 50 holding, the eoun noted that approximately 90% of the nunprafit corporation’s
fotnl fevinee was expended on nrodution and distribution of brochures wiich
invelrded matcrial intended to solicit customers for tours arranged by the travel
BEcucy. The coorl firiher noted that (e nonprofit comporation did net solich
eoripetitive bids frorm any aiher travel mpency and thial the tmvel agency in fuesting
received $390,657 in mross revenee for ai fares'and land amangements o5 o direct
result of the nunprof corporation’s tours. The court noted Ut e owner of the
tmw.:lngxncycml.wtbnrmnnmnpmﬂt:ummalfmmd:mrciml that coniral forihe
benefit af his travel agency.

This case is clearly distinguishable fram e instait cose. Everglodes College was
not fommed fo pravigde impermissthle private besefils 1o for-profil entitles, At the
bottom of page 5.af your Lettes, you incormeetly conclude that the opemtions of
Everglades College and the operations of AFC prior 1o s nequisition e
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“substantinlly, if no! complescly, similar® and (hat thees opcrations arc “so
interrelated io ba funclionuliy insepamble” |1 dizagroe with your conctusion in that
there binve been sipnificant changes from the tine AFC was setuired in 1998 umil
the dirte of i|s exmiersion fo Everglades Callepe in Morch o 2000,

oo snte at the tap of page 6 ol your Letter tha "Everglacss College s “controlled
by the Kelzers desplie the foct that they de nol constitute amajority of the poverning
board.” “This stiement fms no feewel basls, As proviowsly noted, Everglodes
College is governed by nn indepondent Board of Trustees, [, Keizer has no contro)
averthe Boord ol Tristees or its decisfons, Likewise, your stitensent thet Everglades
Collegs "appenrs lo operate for the beneljt of private interesis of the Keisers® ja
withoud any firzrual basis. Meither fr, Keiser nor his family derive any benztit Foom
I.hcupm:linu.'m.dnclihiﬂtsut‘lEvug!mkﬂCnHr:go_ Tnn fazt, now that Keiser College
is plasming to betome o foor-yeur program frmther than wily o twi-year pregram),

Evergludes College will aetualiy become o *competitar” fo Keiser Collejs’

e OId Dominign Box Co., ne, case, supm, invalved a privale foundation which
wais formed amd controlled by certain fimily members for e alteped purpose of
sccepling charitble donntionsmmd dishursing the Rands for charitable purposes. This
fpundation wes invalved in fuffating the valee of corfain debentines which wene
cotdribaied 1o the foundntion by one of its founding members, therchy inensasing i
charitably coniribution deduction for such member, The cout held that such no-
ehiritable activities destroyed itz sntitlement o anexemption, repardless ofiis other
clunitable undertakings, and revoked the foundation’stax-exemptstatis, Asaresull,
the eoun disallowed n charitadle contribution o the privats foumdation by o
corparition owned by the controlling family mentbers, While acknowledging the
pensral rebe thal charitable deductions of innczent comtributars fo an orgonistion
whose cxemption has beei furfited weild not be satroactively dizzllowed, the court
twedd that this rule would 1ot precluds the disaflowance of deductions made fry
colributers who wire aware of the fomndation's activitics, The coun rubed that the
contribuler wes not an "innocent contrifbutor @s o resull of the inferlocking
directorsfofficers and setivities betwesn the privag foumdation and the comribuor,

O tke top of page 6 of your Leter, you state thal Everplade College 15 “similar™ to
the arganization in the Ol Dominlon Box Co. cass “beoanse [Everglades College]
operate[s] for the benefit of privete parijes.” I respectfully disagres with vour
assessment. I tiw O0d Dominion Box Co, case, L wee clear that the founding
members were using the privoie foundation for Ueeir own beneft in securing ey
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iheduckions basyd on artificially iefluted conitdbatinns and that the private foundation
was a willing pasticipant in tis sclenie. The inlerlocking direclorafolficers and
aelivities in (lmt ease did ot ity and of itsolf] resul; inthe dcrli-‘!iuﬂ‘ﬂ.\c—‘rxﬂmptstatu!.
bl rtfgr was nsed by the: court 1o preclude the contributing pany, wihich wis clearly
aware of the improper activities of e private foundaticn, from Imvoking flw
“innocent contributor rule ivesrder b seeane o fax deduction which would ptheryise
b unavailable,

O poge 6 of your Letics, youinfer that Bverglades Collcge iz “operating for ihe
berelit of ihe Keiserz ™ | respeetfislly disagres with vour inference For the renzons

Eedser or iz fainily or 1o iy enfities owned or conirolicd by them. Any benofiy
witich may be dorved by iy Keisers from Fvergiades College iz ¢learly on
“mneidenial® b fit 71 best,

Hevenue Ruling 6441, supra, sots forth two Tneual siwations. The B SHunion
invalved & nonprofit sehog) which purchased the nszots of g for-profit sehoal in an
arms” length trnsaction af fajr markel value end loased the tngd and butldings from
T former owners of the for-profit school af fair market rental, The fommer ow-
afthz for-profl school were employed by the renpmofit school and roceived salag,
Commensurate with their respansibilitios pod weitich were reazonghble CoAmpemsation
for their services. Mone of the officers or directors of the semprofit sehool weps

slen nuted fhat fhe nonprofit schaol was paying the former guaers ronsoiable
cumptasition for their services,

Page 3 af your Letter statey thal pars of the {55 conciusion "was based on e
independence of the board.™ n thisruling, the |85 did not refierto the “independence
OF the bosrd™ 25 the basis far s ruling. Ruther, lhe TRS noted thearms' fength notene
ol the purehase w fair morket valie and thai the Former OWTRTE Wore receiving
reasonable compenmtinn for their services. fp s nat clear from this mling whethes
ihe IR 3 position i the fitst shusafion would be the =i if the nonprofit school was
c.nmmlicdh}rﬂﬂ:fmmwumrswrﬂau-dﬁniee: Rggp:dressnrlhnuukmearmh
issue, this fssun is moof i e instant case since, as | have previously deserihed, the
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Board of Trusiess of Everglndes Collee is clearly an independen goverting body
and i3 not controfled by D Kelser or his Family.

The =econd situatidn in Ruling 76-441, supea. invalved o jongrofit school which
reesived all of the sinck ol g far-profit schoo! in a gilfl tmassclicn, The nonprofit
sehool dissalved the for-prof school snd assumed all 6F its Hahilitics, inchuding
proimissory nodes owed 1o e formier ovmers of the fr-profit wchool. The otal
liabilities of e for-prafil sehood exceeded the fie market value of its pssete, The
Beurd of Direciors of the nenprofit sehenl was eomprized of the frmer owisers of
the for-profit school.  The IRS niled that (he Directors of the monprafil school
benzfitted in their individes! copocities from (e renprofil schoel"s soceplanco althe
Iranzfer of the stock in tha Tor-profit schoal 2l the nonprofit school s assmmpion
of all precxisting labilities of the for-profit scheol, Since these akiliGes inciuded
Peoftissiy notes ovwed to such Dircetors and the linkilities of the for-profit school
execeded the fair market value of its assets, the 145 concluded that the nonpref;

+achanl wes subatintially surving the Direclors® privale interests i hoooring these
noles. The IRE noled that the Directors were, in faet; dealing with themsetves snd
will berefil finanziclly fom the ranszction. A5 @ resull, the TRS ruled that the
mongrofit school was nod operaind exclusively for edueational and charitable
P“"]'K.PES_

Thiz second situation is clearly istitguizhable from tle instang cose. Uipom the
conversion of AFC to Everglades Caoltege, neither D, Kelser nar any of his Mmily
members o any endities pwned arcamtraiied by them bencfitied Hhsmciglly from this
transaction. The IRS, in ruling that the Ditectorz had received an impennissinic
benefit from the nonprofit school, emphasized the inlzirelationship betwesn the for
prodit =choal and the senprofit sehaal due o the chvious Mnancizbene it saingd by
the Directors, i, the nonprofit school hod assumed the abligation to pay the
Direciors an 1heir potes while sl the same time the nonpes iz school received nesots
having a value Jass than the g rerais amount of fhe obligations assumed. “This iz
cleady nol the case with regord to Everglades Collepe which was eonverted fon
nonprofil corporation fnrﬂwml::mdfxclmiﬁemn-pcseaf'epnmringsalm xempl
educitionnl arganization within the meaning of Secticn 501(cH3) of the Intermal
Revenue code of 1986, &5 amended,

Pige & of your Letier states that the “manmer in which you opemate lads to conclude
el your schoal bestows significant private benefit for the Keisers and their for-profit
compomtion.” | respectfully disspree with your conclusion. Yoor Letter fails to sey
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forth any facteal Yasis for vour conclusion. Inatead, yodr Letter meraly cites to two
cases {Intematignal Mostgmduzte Medien! Foundation case and the Old Dominion
Do Cn., Toe, ease) and an IRS nling {Revence Ruling T6-4441}, all of which ore
etearly distinguishable from the facts of our case.

The presend case §s more elearly analogous to Boh Jones, Universite Myscum i
Liallary, Ine, v. Commissioner, TC Memo 1996-247 (1996). This case involved 4
nonprofil corporation, wiich operated a museum and art gallery (“Muszum™) ant
which was located o the campus of Dob Janes University, a foe profil university
{"Universiy") which hal previously Tust ils timt-exempd stolies, Prior to (he loss of
it Gc-exempt status, the Mussum had been part of the University. The Museurn,
which was howsed in the sime building s the musoam operated by e University,
leased its Fazilily from the University pursuant o written foase apreement, The rent
clarged to the Museum was substaniially less than the fir renisl value of the
property. The Musgam®s Board of Dircotoes consisted oF fve persons, bwe of Whom
were gmployed by the University.

The IS claimed thal tie Museum did not satisfy the “operationol™ test nnd, oz
result, issued an sdverse ralfng denying the Missum bc-crempt statos. In it ruling,
the IS slated that the Musoum was aat operated exchisively for exdempt purpoesss
and thit its vperation reslied in substantinl private benefit 1o the University, The
IR furiher nuled thaz the Mussim was not eperated for 2 substamial non-crempt
purpaze,

The IS Tisted certain faciors supponing jis position. These factors imcthusbest; (i) the
Muszum’s payment of rent to the Universioy (i) the Museum's use of erework Jent
by the University; (1) exceasive eontml: (v} eahancermment to reputation; and fvj
cumulative ¢ffect of these fectors, The court rejocted cach of thess factors s held
that the Muscum®s operation did not resalt in an impenmissible frivate benefit to the
Elniversity. '

Seft forih below i 3 discussion of exch of these foctors and the cour's respanse 1o
these fnctors:

M Inszem®s Poyvment of Rent i the University. The IRS coatended that the
Musem’s payment of rent to the University confermed on the University on
impesmissible private bevefit. The cowt nated that the principal ingoiry in
determining whether rental asanpements create private benefit ¢ inurement

e e EEFLL T

1TP007 i

L i bt g TR IBE B mas Ty gy sz

BERGER SINGERMAM Y PR et L ey e

afiprneye ar law



John Jennewein

Internal Revenue Service
January 7, 2002

Page 11

is whether the eofal paymems ane excessive, The conmt coscluded that the
Museum’s paymant of befow-marke! rent constinned sn “nrdinory ard
neceszany™ expendilire ond did not confer on Impermissibic private bepefit
on the Univeesity, The court rjected the 15 's argument il paynienis for
liess than fivic market valoe con creste privale inuremcn),

Similerly, the below-mrket renta) paymicnls by Everelodes College o Keises
College wonld not confer on impenniszible private henefil,

B, Mysoum's [se af Arpwork Lent by the Unbversity, The IRS contended that

e Museum's use of the University's soowadk withaut charge eonfered an
impermissible private benefit on the University. The court rejected rhis
strguenent ind noted (hat the Muscurs did not pay e University smything fur
the use of its arfwoik,

Similarly, the vse of Keiser College’s libmoy and research Facilites by
siodeits of Everglides College withour charge would pet coafer an
impermizsible private benaff,

T Exgessive Coqirl, The IS cantcafed that persons o the Musenm's Boad
of Drectors who are affiliated with the University will causethe Museom to
be monaged for the parpose of beneditting the University. The court soted
that there a5t no Sheight-line™ siandasds hat address the effect on exempt
status, IF amy, of vverlopping bozeds of direciom, The court held that
overfapping boards nf:!irrmmdunu:tauh:mnuml]y proventan eganization
fram qualifying for to-esempt status, Tn so holding, the court noted that i
Revenue Ruling 66-358, 19662 C.B. 218, the-TRS T concluded that o
fofiprofil srganization spun off from 2 taxable corporation was tax exempi
vl though the nonprefil arganization’s beard of direciors consisted of the
taxable combmiion s officers,

The court notad thal two facters supported the taxpayer's pustiion, First, ihe
University controlled fess than fifty pereent of the voles on the Museum™s
Board of Directors {i.c., two outof i ve). Second, the conn held that the issus
of conteol winld be relevan: only if the Muscum and the Universiey were o
enpape in imnsactions in which the Muzeum  paid the University
voredesnable amounts for- poods or services. Accordinply, the ¢oun
concluded thet the curment composition of the Museum's Board of Direetors
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il pot preclude the Museum from Snlisfying the w-exempt requirements
amber Seetion 30113} of the Intarmal Revenoe Cods of 1936, ns oendoed
(*"Crde™).”

Similarly, the composition of the Board of Trustees of Everglides Calloge
shoukd not preclude it from salislying the th-exempt requirements of Cosde
Section S0 e 3L

Lugution. ‘The IRS eontended tht the Museom's loetlion an the Universisy's
eampns confirred & privite benefit on the University. The courthelid thatany
benafii the University dorived from the Museum's Ioeatinm on the campas of
the University was merely an “incidental” benefit, The court noted (hat the
IRS chidd not cite; and the court did not find, any cises sugmesting (hat the
location of an organization may affeet i1z eligibility for ipx-exempl status,

Simifaily, the location of Everplades College being incloso proximity witk
Keiser College should po sdversely affect the cigibiliy of Everglades
Coltege fir tav-exempt staws,

Ephancemeit 1o Reputaifiig. The IRS contendedd that the Museum's finme
and location scrved 1o “enhones (he Unbversity's educational and spiritual
reputation™ and thos conforred a private benefit on the University, The court,
while suresing that the University did nseive an indamgible benefit from ihe
Muscom's same and Jocation, conchbd that such benefit was minimsl ond
Inciifentai.

Similarly, the pressrice of Everglides College i clozz prosimity 1o thee
Keiser College should not be reparded 0z confleming ony <ipnifican private
henefit, Rather, any zach benefitwaikhl, ot most, be minimal and fneidental,

Cuspulaiive Effece of These Vagigis. The IRS eonceded that “most af the
individual faciors...may not appenr to teselt in more thag incidenia) pEivEle
bemefit” but contended that the “eurmuintive effiect™ of these factars erealed
i -private bencfit. The court rejected this argumeid and concluded that the
dluszum satisfied olf of the requirements of Code Section A0HeKI) in
sulstance as well as infomm, T court notcd that while there js no doub:
that the Unlversity did receive cerinin bonefits fram the Miseum's cxisience,
these bencfits were mesaly incidenial,
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Similarly, the exlstence of liverglades Collepe should nnt be regarded ns
confeiring any sipnlfcan privole bemelit.  Rother, iny such henelil pr
benelils, when tiken g o whole, would he merely fnculenbal,

b Berehy requestng hat you reconeider yerrcinreny statcd position md allow o Fvomble
detenmintion letter ta e fssoed jn regnnding the tx-exempt stalus o | Everglndes College, zapecially
i ighit oF tlse foziors discussed in 41, Db Jones Unjversity Misgim and Galiery ease, cited nbove,
which offers sdmilorities fo our cnse,

Please node that 1 um willing ta sehedisfe o confierenes eall with you nndlor amy members of
your review siod¥ in order to discuss the jssies rredented heezin and fg answer any tjuestions which
you and'or your review stail may have. Again Iel me refrerite that neither - Kelser nor any
mientlert of s Fmily or any cotflivs owned or contmfled by them have derived, orwill derdve, oy
sott-dnziderital private berelit aliribylable o Lverglules Collage.

| loak Feewind 1o hearing from you. A7 yor fhizve any questions or reqiare. afditional
infisrmntion, please do not fresiinte o contisl me,

Ve truly yours,
BERGRER SINGERMAN

Jovanovich
NEjh - -
I, Arthor Keiser, a3 Chancellor of Lverglades College, Ine., bereby declue that | lave

cxanined the ficts preseatcd intiis leter, and 1 e best of my koowledpe aud beliof, ey
are i, corrcet and complete.
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