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B represents that it does not have any outstanding grants
with respect to which it is required to exercise expenditure
responsibility under section 4945 of the Code.

B has not notified the Service that it intends to terminate
its private foundation status, nor has B ever received
notification that its status as a private foundation has been
terminated. Furthermore, B has not committed willful repeated
acts or failures to act or a willful and flagrant act or failure
to act giving rise to a termination pursuant to section 507(a) (2)
of the Code.

Section 507(a) of the Code, which provides for the voluntary
and involuntary termination of private foundation status,
provides, in part, that except for transfer-s described in section
SO'7 (h) , an organization's private foundation status will be
termi~nated only if (1) the organization notifies the Service of
its intent to t~ei~rnl natf: or (2) there has been eithe:- willful
repeated acts icj~~ failures to act) , or a willful at13 f';agran1 ii <- 1~
(or faiiui-ii lLii ac.1~) giving rise to l.iability  fork :~a>: under
chapters 4%.

Sect 3 on 'i(!'/ (i:! i%) :I!~ tLhc Code provides that~ when a pri vatc
foundation t~r-,j~:sf+:~s assets LO another pri~vate fou:~ldatior:
pursuant tci ar:y i ::~;illd~txio:l,  merger, redemption,
recapitalization, or ot~hei adjustment, organizat~ion or
reorganization, t~hr transferee foundation shall not be treated as
a new organization.

Section 1.507-I (bl (7) of the Income Tax Regulations provides
that neither a transfer of all of the assets of a private
foundation, nor a significant disposition of assets (as defined
in section I.S07~i(c)  (2)) by a private foundation (whether or nor.
any portion of such significant disposition of assets is made to
another private foundation) shall be deemed to result in a
termination of the t~ransferor private foundation under section
507(a) of the Code unless the transferor private foundation
e let t s t:c te r mina 1.e , pursuant to section 507(a) (1) 07~ section
'1 (I 7 ( a ) t 2 ) , IS appli~c:able.
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immediately before the transfer. Fair market value is determined
at the time of transfer.

Section 1.507-3(a) (5) of the regulations provides that,
except as provided in section 1.507-3(a) (9) (which only relates
to 507(b)(2) transfers where all net assets are transferred to
one or more controlled private foundations), a private foundation
is required to meet the distribution requirements of section 4942
of the Code for any taxable year in which it makes a section
507(b)(2) transfer of all or part of its net assets to another
private foundation. Such transfer shall itself be counted toward
satisfaction of the requirements to the extent the amount
transferred meets the requirements of section 4942(g).

Section 1.507-3(a) (9) (i)and(iii) of the regulations pl-ovide-
that if a private fbundation transfers all of its net assets tc>
another private foundation that is effectively controlled (witiii::
the meaniny of section 1.482~~1 (a) (3) of the regulations by the
same or persons who effectively controlled the transferor priviit:~:~;
foundation the transferee shall be treated as if it were the
transferor for purposes of Chapr.el 42 and sect:lons 507 through
509 of the Code.

Section I.SO7-3(b) of the regulations provides that in or-de:
:'oL~ a Ii-ansfer of a.s.sets, pursuant to any liquidation, merger,
redemption, recapitalization, or other adjustment, organizati~on
or reorganization, not to be a taxable expenditure, it must be LO
an organization described in section 501(c) (3) (other than an
organization described in section 509(a) (4)) or treated as
described in section 501(c) (3) under section 4947.

Section 4940(a) of the Code imposes a tax on the net
investment income of private foundations.

Section 4941(a) of the Code imposes a tax on each act of
self,dealing between a disqualified person and a private-
foundation.
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Section 4944 of the Code imposes certain taxes on
investments jeopardizing a private foundation's charitable
purposes.

Section 4945 of the Code imposes a tax on the foundation on
each "taxable expenditure" as defined in section 4945(d).
Section 4945(d)(4) of the Code provides that for purposes of this
section, the term "taxable expenditure" means any amount paid or
incurred by a private foundation as a grant to an organization
unless (A) such organization is described in paragraph
(1),(2),or(3) of section 509(a) or is an exempt operating
foundation (as defined in section 4940(d) (2)), or (B) the private
foundation exercises expenditure responsibility with respect to
such grant in accordance with subsection (h).

Section 4945th) of the Code provides that expenditure
responsibility referred to in subsection IdI (4) means that the
private foundat:iorl is r-esponsible to exert all rea:;onable efforts
and to establish adequate procedures (1) to see :Lhd: the grant: is
spent: solely tol- t1he purpose for which made, (2) 1~': obtain ful~l
and detailed reports with respect to such expenditu!~es, and (3)
LO rnakc full and detail<+d r~eports to the Secretary.

Sect~ioIl T,i.4345~~i(bi ('7) (i) of the Foundation and Similar-
Excise l'axes tieqr1 I ;it~ Iclrlc: r-efers to the rules relating ~~0 the
extent tc which the expenditure responsibility rules contained in
section 4945 (di (4:) alnd (h) , and this section apply Tao t:ransfers
of asset~s described Ian secction 507(b) (2).

Based upon the above facts, the transfer of the net assets
of B to C and D will allow C and D to continue the same
charitable purpose and activities previously conducted by B. c
and D will be controlled by the same directors that controlled B.

Aecause B is not terminating its existence and because there
has been no willful, Lepeated or flagrant act giving rise to
liability under Chaptel 42, no tax will be imposed on B under
section 507(c) as ii r-r:;r:it of t~he transfer of assets from B to (
and D
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Because C and D are controlled by B, for purposes of Chapter
42 of the Code and sections 507 through 509 of the Code, C and 11
will be treated subsequent to the transfer of all of B's assets,
as if each were B, in the proportion which the fair market value
of the assets (less encumbrances) transferred to each bears to
the fair market value of B's assets (less encumbrances)
immediately before the transfer.

Because the transfers of B's assets to C and D will be
transfers described in section 507(b) (2) of the Code, the
aggregate tax benefit of B should be carried over to C and D in
proportions determined in accordance with section 1.507-
3(a) (2) (i) of the regulations.

Because B, as an organization described in section Sc'l(c) Li
of the Code, is not a disqualified person with respect to either~
c OL D, the transfers of assets to C and D will not constitute
acts of sel~f-dealing within the meaning of secti,on 4941 of the
Code.

Because the proposed transfcers  of assets co C and D will I:cc
[made to accomplish the exempt pun-poses of U, Lhe transfer-s wi i I
not constitute "i.nvest~mr+rit~s" for purposes of section 4944 of tt~w
Code. Thus, the excise taxes imposed on jeopardizing investmez~ll  c‘
undcr~ section 4944(a) oft the Cod? ~111 note apply to the transfill
of asset: s fr-orn ii Tao (I and Il.

Because C and D should be treated as if they are B for the
purposes of Chapter 42, the transfer of assets from B to C and D
will not impose tax under section 4940 of the Code. B's net
investment income under section 4940 of the Code will be treated
as the income of C and D in proportion to the assets transferr~ed
t:o each.

Because B has no outstanding giants with respect to which its
is required to exercise expenditure responsibility, B will no:~ hi
obligated to satisfy the expenditure responsibility requiremcn:~
of section 4945(d) (4) of the Code, and the tr~ansfer of asse'I.5 ~EI
C and D wi~ll not be (3 taxable expenditure under- section 494:; cot
the Code:.

.-. -
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the year in which it transfers all of its assets and for
subsequent years. On the same basis, C and D's distributable
amount for such taxable year should be increased by their
respective pro rata share of B's distributable amount for the
year of the transfer, and all qualifying distributions made by B
in the year of the transfer should be treated on a pro rata basis
as having been made by C and D. Moreover, C and D would be
responsible for reporting their respective pro rata share of all
undistributed income for the year of the transfer, as determined
in accordance with section 4942 of the Code.

Accordingly, based on the information furnished, we rule as
follows:

i Provided that:~ B Iiotifies t:he Str~vi ce ot I ts intention Tao
t~ermi,nate private f'oundation status pursuant to sect~i~on 507(a) (?
of the Code 31~ least one day after the rLr-ansfeir~ of all of B's
assets to C and D, thtn the ~ammount of termination lax under
section 5:).7(c) of the Codi: wjll be zero and neither the
pr~cparation  arid/o~~ filing by B of any iinal account ing 31. othez~
documents required by St~at~e law in winding up, dissol~ution and
termination will result in imposition of tax under section SOTIC
of the Code.

3. For purposes of Chapter- 42 of the Code and sections 507
through 509 of the Code, C and D will be treated, subsequent to
the transfer of all of B's assets, as if each were B, in the
proportion which the fair mar~kct value of the assets (less
encumbrances) transferred to each bears to the fair ma+ket valu?
of B's assets (less encumbrances) immediately before the
transfer.
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7. The transfer of B's assets to C and D will not result in
tax under section 4940 of the Code.

8. The transfer of B's assets to C and D will not constitute
taxable expenditures within the meaning of section 4945 of the
Code and B will have no expenditure responsibility as set forth
in sections 4945(d) (4) and 4945th) with respect to these
transfer-s.

9. B will not be required to comply with the record-keeping
requirements of section 4942(g) (3) (B) of the Code with respect to
the transfers, subsequent to the transfer of all of its assets to
C and D.

10. For the taxabl~e year of the proposed transfers and ii-1:;
subsequent year, B will not be required to comply with I:hr
mini~mum distri~bution r~eqnirement:s  of section 4942 with !~es~>~+~-~! t!,
t~he proposed transtcr of assels.

II. C and D will assume all obliyations with respecl I~[) ;%I;'{
of B s "undistributed incorw" wi t:hin t~he meaning of sect: ion
4942ic) of the Code for the taxable year of the proposed transfer
in proportions determined Ian accor~dance with section l.i07-
3(a) ('iI (i) of the regulations and C and I) will also succeed, I:]
pr~opor-~11ions determined Ian accor~dance wi th section 1 507
:>(a) (9) (i) of the regulations, to B's excess qualifying
distributions for the taxable year of the proposed transfer, ii
any, cis determined in section 4942(g) of the Code.

We are informing the Ohio EP/EO key district office of this
acti~on. Please keep a copy of this ruli~ng with your
organization's permanent records.

This ruling is directed only to the organization that
requested it. Section 6110 (k) (3) of the Cod? provides that its
may not be used or cited as precedent.

Sincerely,


