26 CFR 601.201 Rulings and determinations
letters (Also Part |, Sectios 501(c)(5) 501(c)(6),
512(a)(1) 1.501(c)(5)-1 1.501(c)(6)-1 1.512(a)—
1)

Rev. Proc. 97-12

SECTION 1. PURPOSE

This revene procedue amplifies in
part and modifies in part Rev. Proc.
95-21 19954 C.B. 686, which estab-
lishes when associagd membe dues pay-
mens receival by organizatios de-
scribed in sectim 501(c)(5 of the
Internd Revene Coce will be treatal as
gross income from the condud¢ of an
unrelatel trade or busines unde section
512.

SECTION 2. BACKGROUND

As noted in Rev. Proc 95-21 section
2, organizatios describé in section
501(c)(9 often receive dues payments
not only from membes tha are ac-
cordal full privileges in voting for the
directos of the organization but also
from associa#¢ membes tha are ac-
cordel less than full or no voting privi-
leges Rev. Proc 95-21 sectian 3, states
tha the Servie will not trea dues
paymens from associa membes as
gross income from the condud of an
unrelatel trade or busines unless for
the relevan period the associad mem-
ber categoy has been formed or availed

of for the principd purpo® of produc-
ing unrelate busines income The rev-
ente procedue also states that the Se-
vice will trea dues paymens from
associa@ membes as not includel in
gross income from an unrelat@ trace or
busines if the associa¢ membe cat-
egoly has been formed or availed of for
the principd purpo® of furthering the
organization’s exempt purposs. The
revene procedue further notes that in
applying thes principles the Service
will look to the purposs and activities
of the organization rathe then of its
members.

Section 1115 of the Smal Business
Jab Protection Act of 1996 Pub.L No.
104-188 amend sectim 512 as it ap-
plies to the treatmen of dues paid to
agricultura or horticulturd organizations
describé in section 501(c)(5).

Unde newly enactd section 512(d),
if an agriculturad or horticulturd organi-
zation describel in sectim 501(c)(5)
requires annuéd dues to be paid in order
to be a membe of sud organization,
ard the amoun of sud required annual
dues does nat exceel $10Q no portion
of such dues will be treatel as derived
from an unrelatel trade or busines by
reasm of ary benefis or privileges to
which membes of the organizatim are
entitted The $10 dues amoutt is in-
dexal accordilg to a cost-of-living ad-
justmen for taxabk yeas beginnirg in
a calenda yea after 1995 The term
“dues’ is defined as ary payment
(whethe or not designatd as dues),
which is requiral to be mace in orde to
be recognize by the organization as a
membe. This provision applies to tax-
able years beginnirg after Decembe 31,
1986 ard contairs atransition4 rule for
periods prior to tha date.
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SECTION 3. PROCEDURE

01 Rev. Proc 95-21 is modified to
take into accoun newly enacte section
512(d) Thus Rev. Proc 95-21 will not
apply to agriculturd and horticultural
organizatiors describ@ in sectim
501(c)(§ if annud dues paymens from
membes do nat exced $100 for taxable
yeas beginnirg aftr Decembe 31,
1986 The $100 dues amour is indexed
accordimg to a cost-of-living adjustment
for taxabk yeass beginnirg in a calendar
yea after 1995.

02. Rev. Proc 95-21 will continte to
apply to agriculturd and horticultural
organizatiors describel in sectin
501(c)(9 for purpose of determining
whethe membe dues paymens will be
treatel as gross income from an unre-
lated trace or busines unde sectiom 512
wher requirel annud dues amounts
pad by membes exceel $10Q If re-
quired annud dues exceel $100 per
membe, the entire dues paymen will be
subjet to the principles of Rev. Proc.
95-21.

03. Rev. Proc 95-21 will al®o con-
tinue to apply to laba organizations
describd in sectiom 501(c)(§ for pur-
poses of determinig whethe associate
membe dues paymens will be treated
as gross income from an unrelate trade
or busines unde sectiom 512.

04. Rev. Proc 95-21 is amplified to
the extert that the principles contained
thereh are also applicabé to organiza-
tions describe in sectim 501(c)(6).
Thus Rev. Proc 95-21 will also be
applied to sectiom 501(c)(§ organiza-
tions for purposs of determining
whethe associa@ membe dues pay-
mens will be treatel as gros income
from an unrelatel trade or business
unde section 512.



SECTION 4. EFFECTIVE DATE DRAFTING INFORMATION ing this revenue procedure contact Mr.

. . . o ) Barrett at (202) 622-8152 (not a toll-
This revenue procedure is effective The principal author of this revenuefree number),

for all open years. procedure is Charles Barrett of the Ex-

empt Organizations Division of the Of-
SECTION 5. EFFECT ON OTHER fice of the Assistant Commissioner (Em-
REVENUE PROCEDURES ployee Plans and Exempt Organi-

Rev. Proc. 95-21 is amplified, in part,zations). For further information regard-
and modified, in part.



