
To the Members of the Castle Park Association, 
  
In conjunction with the recent purchase and razing of the Bamborough cottage, several Castle Park 
Association (“Association”) members secured IRS 501(c)(3) tax exempt status for a separate entity, the 
Carter P. Brown Legacy Preservation Fund ("Fund"). The Fund introduced itself to the Castle Park 
membership with an announcement on our website and began soliciting contributions. 
  
It is now the Board's responsibility to evaluate on behalf of our Members what opportunities and risks 
the Fund presents to the Association. What follows is a summary of the Board's consensus on these 
issues. 
  
The Association 
  
For nearly 100 years, leadership of the Castle Park Association has been vested in the Board of Trustees. 
The Board manages all maintenance, refurbishing, and building decisions on behalf of the membership, 
with the assistance of the Long Range Planning Committee (LRPC). And during this time, whenever the 
Association has needed funding, Castle Parkers have stepped up to meet the needs through membership 
dues, assessments, and donations. An equal burden borne by every cottage, membership dues pay for, 
among many other things, property maintenance as well as small improvement projects such as 
replacing the windows in the Castle. Larger projects, including the original purchase of the grounds in 
the 70’s, purchasing Eb’s Barn, remodeling the Castle, utility upgrades, and recently the North and 
Castle Beach revetments, are often funded through assessments. When the capital expenditures are very 
large, such as building the new pool, bank loans or bonds have been used to spread out the assessment 
over multiple years. In times of significant need, generous donors have risen to the occasion. The 
purchase of our beloved Castle itself in ’87, the refurbishment of the South Courts in ’09, and the recent 
restoration of trees around our grounds are just a few of many examples throughout the years. By 
collectively and democratically managing the buildings and grounds, we lay the foundation for life 
together in Castle Park. This is the true legacy of Castle Park, and one we fundamentally must preserve. 
  
The Fund 
  
The Fund was created earlier this year as an entity to receive tax deductible donations to “preserve and 
restore historic buildings and grounds within the Castle Park Reserve.” The Fund is administered by its 
three Directors, Bob Burton, Steve Nobel and Dick Muzzy. In conversations with the Fund Directors, 
the Board understands that the Fund proposes in effect that it operate as a capital reserve account 
broadly available to fund Association maintenance, refurbishing, building, and acquisition projects. The 
Fund was established as an independent entity with independent governance. We are told there is no 
term limit for the Fund Directors and if new Directors are added, they would be appointed by the current 
Directors. The Directors hope the Fund can raise thousands if not a million or more in funds available 
solely for Castle Park historic projects. We have been told that the funding process will function 



essentially as a grant request: the Board of the Association will submit a request for funding on a given 
project and the Fund Directors will either approve or reject that request. 
  
The desire for tax deductible contributions for the benefit of Castle Park has a long history. The Board 
would like to start any discussion of the Fund by thanking Bob, Steve, and Dick for their ongoing and 
seemingly tireless commitment to the flourishing of Castle Park. The Fund is just one instance in a long 
legacy of their service to the Park. However, several fundamental questions about how the Fund 
accomplishes its goal have emerged from our membership as well as within the Castle Park Board. 
These questions prompted the Board to consult with legal counsel and our accountant. 
  
Risk to Our Tax-Exempt Status 
  
The Association enjoys IRS 501(c)(7) tax exempt status as a social club. Should we lose that Federal 
tax-exempt status, our properties and revenue would be subject to taxation, which would undoubtedly 
result in a significant increase of our dues. Preservation of our tax-exempt status is thus the highest of 
priorities. 
  
We have been advised that it is critical that the Fund and the Association at all times operate at an “arm's 
length.” However, the Fund is managed solely by Castle Parkers, will likely be funded primarily by 
Castle Parkers, and will direct 100% of its monies toward Castle Park historic properties. We have also 
been advised that, in order for the Fund to maintain its 501(c)(3) charitable status, assets supported by 
the Fund may need to provide a public benefit beyond just Castle Park members. There may also be 
risks arising from the IRS perceiving Fund donations to directly or disproportionately benefit the Fund 
Directors. We are advised that, even if the Castle Park Association does everything right, we could face 
risk by association should the Fund’s tax-exempt status come under scrutiny. 
  
Representatives of the Fund maintain the granting of 501(c)(3) status by the IRS eliminates Board 
concern, and that any risk is borne primarily by the Fund. This Board is unable at this moment to agree 
with that position without greater assurance that our risk is minimized. 
  
Limitations on the Amount of Funding the Fund May Provide in any Given Year 
  
Next, according to our tax counsel, there are restrictions on how much money the Association, as an IRS 
501(c)(7) entity, may take in from outside sources. To maintain our non-taxable status, and therefore to 
avoid taxation on all of our assets and facilities, the Association cannot receive outside funds in a given 
year that total more than 35% of our annual revenue. This caps the Fund's annual funding ability at 
approximately $100,000. On the other hand, we are advised that there is no such limit to the amount of 
real estate that can be donated to Castle Park. Therefore, a key role of the Fund could be to help in land 
acquisition projects as they arise.  
  
 



Risk of Undue Influence 
  
The Fund represents a potential change to how our community functions. The Fund Directors will have 
the power to accept or reject any funding requests according to their own decision criteria. Instead of 
funding decisions being made by the elected Association Board, final funding approval will be made by 
the Fund Directors following a request by the Association. In this way, the Fund, not just the Board 
along with the LRPC, will determine which projects are funded, creating the risk of undue influence. 
  
 The Fund Directors have stated a clear intent not to assert any undue or excessive influence on how the 
Association is managed. However, present intent cannot be guaranteed to persist. The role of the Fund 
as the final arbiter of some Castle Park project funding and the Fund’s small leadership team represent a 
shift from our current completely democratic funding process. 
  
Where there is money there can be power and influence. If the Association and Fund collaborate in the 
future, the Board must maintain scrupulous vigilance to protect the Association. As Board members and 
Fund Directors come and go, avoidance of undue influence will remain critical.  
  
Opportunities 
  
The Fund has solicited donations for the purpose of funding Association capital improvement projects. 
Our Association has traditionally kept dues and assessments at a minimum, which has for years created 
challenges for us to preserve and restore Castle Park’s buildings and grounds, particularly when major 
capital expenditures are required. While this is an ostensible opportunity, the Board has been advised 
that it is unlikely that the Fund could make distributions for this purpose because this would serve 
primarily a private benefit, whereas the IRS requires 501(c)(3) funds be used to serve primarily a public 
benefit. 
  
While potential contributors to the Fund should never consider those dollars a substitute for annual dues 
or assessments, strong benefits to Castle Park could potentially be achieved through carefully and 
legally approved land donations.Decisions by Hope College regarding the property to our south are 
looming on the horizon. We hope to extend our current right of first refusal. But, if we are not able to do 
so, we could face the need for considerable money to secure that area. Land acquisition projects seem to 
be free from many of the risks that we have identified. In this way, the best relationship between the 
Association and the Fund might be as a dedicated fundraising vehicle that is used once a specific land 
acquisition project arises.  
  
Conclusion 
  
This Board’s conclusion is that, given what we know today, a collaboration with the Fund exposes the 
Castle Park Association to risks of undue influence and risks to our tax-exempt status. Therefore, until 
clarity emerges showing how we can suitably protect Castle Park from these risks, we are not 



comfortable proceeding in collaboration with the Fund other than as a fundraising vehicle for specific 
land acquisition projects as they arise. 
  
However, we want to say with equal resolve that we strongly desire to work with the Fund as well as 
their counsel and advisors to resolve the outstanding issues. The Board has requested and been told that 
we will receive the Fund’s filing with the IRS by which it sought tax-exempt status. We have also been 
advised to request the IRS letter granting that status. Going forward, it is the Board’s expectation that in 
any future interactions between the Fund and the Association, the Fund will take steps to provide 
information that will help assure future Boards that the identified risks have been effectively mitigated. 
  
Castle Park members are the best stewards of Castle Park’s future. Broad participation in the funding 
and management of our precious facilities is essential to what makes Castle Park special. We stand in 
awe of the cheerful generosity of Castle Parkers, past and present. As for the future, the role that the 
Fund could occupy in the discretionary allocation of funds would represent a change in Castle Park 
operations. The Board intends to continue to protect the best interests of the entire membership of Castle 
Park. The Board appreciates the generous intent of the Fund and its directors and will remain open to the 
potential the Fund represents as we seek to understand and mitigate the risks. We will continue in our 
commitment to communicate with membership as we work with the Fund to make progress in this 
direction. 
  
Sincerely, 
  
The Castle Park Board of Trustees 
  
  
  
[Note: The Board will be compiling any questions from membership via email, answering them (with 
the input of our accounting and legal advisors when necessary), and distributing all of the questions and 
answers in a document for all members to access. This will be in lieu of fielding questions at the Annual 
Meeting due to the constraints of a Zoom call as well as our desire to have the input of experts when 
applicable. Accordingly, please send your questions to CPBoardQuestions@Gmail.com] 
 
 


