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The Nationalist Movement v. Commissioner, 102 T. C. 558 (1994)

An organization’s advocacy must provide a factual foundation and aim to develop
understanding among its audience to qualify as educational under section 501(c)(3).

Summary

The Nationalist Movement sought tax-exempt status under section 501(c)(3) but was
denied by the IRS. The court upheld the denial,  finding that the organization’s
advocacy methods in its monthly newsletter did not meet the educational standards
required  for  exemption.  The  newsletter  contained  unsupported  viewpoints,
inflammatory language, and failed to consider the audience’s background. The court
also clarified that the IRS’s methodology test for evaluating educational advocacy
was not unconstitutionally vague or overbroad. This case established criteria for
evaluating whether an organization’s advocacy can be considered educational for
tax-exempt purposes.

Facts

The Nationalist Movement, a Mississippi nonprofit, applied for tax-exempt status
under section 501(c)(3) in 1987. The organization advocated for social, economic,
and political change in the U. S. , targeting what it perceived as minority “tyranny. ”
Its  activities  included  publishing  a  monthly  newsletter,  producing  a  cable  TV
program, offering telephone counseling, and engaging in litigation. The IRS denied
the exemption, citing that the organization did not operate exclusively for charitable
or educational purposes and served a private interest.

Procedural History

The IRS issued several proposed adverse rulings before a final denial on March 27,
1991. The Nationalist Movement sought a declaratory judgment from the U. S. Tax
Court.  The  court  reviewed  the  administrative  record  and  upheld  the  IRS’s
determination, finding that the organization’s activities did not meet the criteria for
tax exemption under section 501(c)(3).

Issue(s)

1. Whether the Nationalist Movement served a private interest rather than a public
interest?
2. Whether the Nationalist Movement’s telephone counseling service furthered a
charitable or educational purpose?
3. Whether Rev. Proc. 86-43 is unconstitutionally vague or overbroad on its face, or
as applied to the Nationalist Movement?
4. Whether the Nationalist Movement’s monthly newsletter furthered an educational
purpose?
5. Whether the IRS violated the Nationalist  Movement’s due process and equal
protection rights?
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Holding

1.  No,  because  the  organization’s  activities  were  primarily  directed  at  public
advocacy, not private gain.
2.  No,  because  the  organization  failed  to  establish  that  the  counseling  service
accomplished exempt purposes.
3. No, because the revenue procedure provided sufficient guidance and was not
applied in a discriminatory manner.
4. No, because the newsletter contained unsupported viewpoints, used inflammatory
language, and did not consider the audience’s background.
5.  No,  because  the  organization  failed  to  show  that  any  similarly  situated
organization was treated differently.

Court’s Reasoning

The court applied the IRS’s methodology test from Rev. Proc. 86-43 to evaluate
whether the Nationalist Movement’s advocacy was educational. The test required a
factual foundation and a method aimed at developing understanding among the
audience.  The  court  found  that  the  newsletter  failed  this  test,  as  it  contained
significant portions of unsupported viewpoints and used inflammatory language. The
court also rejected constitutional challenges to the revenue procedure, finding it
provided sufficient guidance to avoid vagueness and overbreadth issues. The court
noted that tax exemption is a privilege, not a right, and the IRS’s denial did not
infringe on First Amendment rights. The court also dismissed claims of disparate
treatment due to lack of evidence.

Practical Implications

This decision clarifies that organizations seeking tax-exempt status must ensure
their advocacy methods meet the IRS’s educational standards. Advocacy must be
fact-based and aimed at educating the audience, not merely promoting a viewpoint.
This ruling impacts how advocacy organizations structure their activities to qualify
for tax exemption. It also affirms the constitutionality of the IRS’s methodology test,
guiding future applications and IRS evaluations. Organizations must be cautious
about  the  content  and  tone  of  their  publications  to  avoid  similar  denials  of
exemption.


