Syrang Aero Club, Inc. v. Commissioner, 73 T. C. 717 (1980)

An organization must be operated exclusively for exempt purposes to qualify for tax-
exempt status under Section 501(c)(3) of the Internal Revenue Code.

Summary

Syrang Aero Club, Inc. sought tax-exempt status under Section 501(c)(3) but was
denied by the Commissioner of Internal Revenue. The Tax Court upheld the denial,
finding that the club did not meet the operational test required for exemption. The
club, which rented an airplane to its limited membership at low cost, failed to
demonstrate that it was operated exclusively for educational or charitable purposes.
Instead, it primarily provided recreational benefits to its members, which did not
align with the requirements of the tax code. This case underscores the necessity for
organizations to show that their primary activities serve exempt purposes to qualify
for tax-exempt status.

Facts

Syrang Aero Club, Inc. , a New York not-for-profit corporation, owned one airplane
and rented it to its members at a low cost. Membership was restricted to 30
individuals, primarily associated with the Syracuse Air National Guard and related
groups. The club’s original articles of incorporation listed purposes including
promoting interest in flying, providing economical flying opportunities, and
supporting the Air National Guard. These were later amended to focus solely on
flight safety and instruction. However, the club did not employ flying instructors,
provide classes, or supervise flights, and its bylaws continued to emphasize
recreational flying.

Procedural History

Syrang Aero Club filed for tax-exempt status under Section 501(c)(3) in 1974. After
a final ruling denying the application in 1978, the club petitioned the U. S. Tax Court
for a declaratory judgment. The case was submitted on a stipulated administrative
record, and the court reviewed the club’s organizational and operational compliance
with the tax code’s requirements for exemption.

Issue(s)

1. Whether Syrang Aero Club, Inc. was organized and operated exclusively for one
or more exempt purposes within the meaning of Section 501(c)(3).

Holding

1. No, because the club failed the operational test, primarily serving recreational
purposes rather than educational or charitable ones.
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Court’s Reasoning

The court applied the organizational and operational tests required for tax
exemption under Section 501(c)(3). While the club’s amended articles focused on
educational purposes, its actual operations did not align with these stated goals. The
court emphasized that the club did not provide structured educational programs or
supervised flight training, as required to meet the educational purpose definition.
Instead, it merely offered unsupervised flying time, which was deemed recreational.
The court also noted that any charitable activities, such as supporting the Air
National Guard, were incidental and not the primary focus of the club’s operations.
The decision relied on the principle that an organization must serve public rather
than private interests to qualify for exemption, citing relevant regulations and case
law.

Practical Implications

This decision clarifies that organizations seeking tax-exempt status under Section
501(c)(3) must ensure their primary activities align with exempt purposes. For
similar cases, attorneys should scrutinize the actual operations of an organization
beyond its stated goals. The ruling impacts how nonprofit organizations structure
their activities, emphasizing the need for substantial educational or charitable
programs. Businesses operating as clubs or recreational facilities should be aware
that offering member benefits alone may disqualify them from tax-exempt status.
Subsequent cases have referenced Syrang Aero Club in discussions about the
operational test and the necessity of demonstrating public benefit over private
interest.
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