The above provisions are substantially the same as
those found in the federal code and regulations. (Int. Rev.
Code of 1954, § 501(c)(6); Treas. Reg. § 1.501(c)(6)-1.)

Al t hough the above quoted | anguage of the regulation
refers only to business |leagues it applies to real estate boards
as well. (Evanston-North Shore Board of Realtors_v. United
States, 320 F.2d 375, 377 [footnote], cert. denied, 376 U. S.

931 {11 L. Ed.2d 650].) In the cited case, a multiple |isting
service substantially similar to appellant's wsheld to operate
primarily for the benefit of individual realtors rather than

for the benefit of the real estate business generally. The

court recognized that the interests of the real estate business
generally and the interests oi the public were benefited by the
servi ce because a broader and rmore active market. for real estate
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resul ted under controlled ethical conditions. Nevert hel ess, the
court concluded that the nost inmmedi ate benefit was to the
i ndividual. participating realtors.

The court xecachod its conclusion for a nunmber of
reasons that apply also to the case before us. The court pointed
out that the fces charged for the listing service were in ap-
proximate proportion to the benefits received by each realtor.

The court also stated that the listing service was a '‘saies

tool" at the disposal of the individual realtors and that there
was a conpel ling analogy between the operation of a multiple list-
ing service and a stock or commodity exchange.

The court recogni zed that if the principal purpose
and activity of a reai estate board is such as to justify
exemption it does not lose its exenpt status by engaging in an
incidental activity which, standing alone, would be subject to
taxation, The court held, however, that the multiple listing
service activity was nore than incidental: and exemption was
denied, In that case it was estimated that about 61 percent of

o the board's gross income was derived fromits multiple listing
service activity and that nore than half of its expenses were
attributable to that activity. The court found that an increase

n personnel, from one enployee to five full-tinme enpl oyees and

one part-time enployee, was due, in large nmeasure, to the, operation
of the nultiple listing service.

The court coment ed:

W do not say that financial data of the
type here present is the only rel evant
criterion of the inportance of one of an
organi zation 's many' activities. But we
do hold that the relative contribution
to plaintiff's receipts and expenditures
of its listing service, and the amount
of personnel which the ‘service requires
are sufficiently substantial that the

listing service cannot be regarded as
an incidental. activity of the Board.

The facts relevant to the question of whether
‘ appel lant's multiple listing secrvice is an incidental activity
are substantiaily the sane as those in the Evanston-North Shore
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i. case. The mgjority of appeliant's gross inconme is derived from
its listing service and approximate ly half of ‘appellant's
expenses go toward main tain ing the scrvice. Al though appel | ant
had but one ewmployee during wmosi of the period in question, it
my reasonably be inferred that much of his tine was devoted to
the Listing service, The winor differences that exist: between
appel lant 's case and the Evauston-North shore case do not justify
different results. As in the Evanston-North Shore case, appel-
lant's multiple listing service was morethanan i nci dental
activity.

We conclude that on the particular facts of this
case and for the particular years in question, appellant is not
entitled to be classed as an exenpt corporation.

OR

DER

Pursuant to the viecus expressed in the opi nion of the
boacd on file in this proceeding, and good cause appearing therefor,

IT | S HEREBY ORDERED, ADJUDGED AND DECREED, pursuant
' to section 25667 of the Revenue and Taxation Code, that the
action of the Franchise Tax Board on the protests of Palo Alto
Real Estate Board agai nst proposed assessnents of additional
franchise tax in the anmounts oi $25.00, $25.00, $362.57, $216.49,
$244.60 and $264.44 for the taxable years 1958 through 1963,
respectively, be and the sane is hereby sustained.

Done at Sacramento , California, this 10th day
of May - ,.1966, by the State Boarxd of Equalization.

” , Chailrman

%//:A/ (j Member

CAAKM\{) // g/a_ , Member
( a/[/(/

,/'

. . ATTEST: ""WK{M ea,‘/v““‘\ __, Secretary

, Member

, Member
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