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Friends

ENCLOSURES

Redrafted bill of Ball & Skelly (January 20, 1982).

Mr. Ball's testimony which w-5 to have been presented
before the Senate Finance Cownuittee, It shows that the
Administration Bill (H.R. 5313 (conable)) is flatly
unconstitutional and otherwise d- fective.

Memorandum of Mr. Ball on the Hart Resolution.(qoasﬁayf
Corcuiafe fa M odra)- )

A recipient of this note is free to give any or all of

the above as wide circulation as may be desired.

W{E\B.






SEC. 2. DENIAL C. TAX EXEMI__DON .J ORGANL__.__ONS MAIN-
TAINING RACIALLY SEGREGATIVE SCHOOLS.

Section 501 of the Internal Revenue Code of 1954 (re-
lating to exemption from tax) is amended by redesignating
subsection (j) as subsection (k) and inserting a new sub-
section (j) reading as follows:

"(j) ORGANIZATIONS MAINTAINING RACIALLY SEGREGATIVE
SCHOOLS. --

""(1) IN GENERAL. -- An organization that normally
maintains a regular faculty and curriculum and
normally has a regularly enrolled body of students in
attendance at the place where its educational activities
are regularly carried on shall not be deemed to be
described in subsection (c¢)(3), and shall not be exempt
from tax under subsection (a), if such organization
maintains a racially segregative school.

'""(2) DEFINITION. -- For the purposes of this

ibs :tion the term 'Racially segregative school"
means a school which maintains a policy (whether
written or as evidenced by a pattern of conduct)
whereby it intentionally and deliberately denies
admission to, expels, limits the availability of
its programs tq or provides for separate treatment
for, persons as students on the basis of their race,
color, or national or ethnic origin. Such term shall
not be construed to preclude the limitation, by a
religious school, of admissions, or granting of pre-
ferences to :udents of the religious faith of that
school."

SEC. 3. DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO ORGANIZATIONS
MAINTAINING RACIALLY SEGREGATIVE SCHOOLS.

(a) Section 170 of the Internal Revenue Code of 1954 (re-
lating to allowance of deductions for certain charitable, etc.,
contributions and gifts) is amended by adding at the end of
sut 2ction (f) a new paragraph (7) reading as follows:

"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
ORGANIZATIONS MAINTAINING RACIALLY SEGREGATIVE SCHOOLS. --
No deduction shall be allowed under this section for any

RISt

(b) ¢ :tion 642 of such Code (relating to special rules
for credits and deductions) is amended by adding at the end of
subsection (c) a new paragraph (7) reading as follows:



'"'(7) DENTIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
ORGANIZATIONS MAINTAINING RACIALLY SEGREGATIVE SCHOOLS.--
No deduction shall be allowed under this section for any
contribution to or for the use of an organization
described in section 501(j)(l) which maintains a racially
segregative school as defined in section 501(j) (2)."

(c) Section 2055 of such Code (1 .ating to the allowance
of estate tax deductic ; for transfers for public, ct :itable,
and religious uses) is amended by adding at the end ot subsec-
tion (e) a new paragraph (4) reading as follows:

""(4) No deduction shall be allowed under this section
for any transfer to or for the use of an organization
described in section 501 (j)(l) which maintains a racially
segregative school as defined in section 501(j)(2)."

(d) Section 2:7? of such Code (re’ ~°~ g to charitable and
similar gifts) is amended by adding at the end of subsection (c)
a new paragraph (3) reading as follows:

""(3) No deduction shall be allowed under this
section for any gift to or for the use of an organiza-
tion described in section 501(j)(l) which maintains a
racially segregative school as defined in section
501(3)(2)."

SEC. 4. DECLARATORY JUDGMENT PROCEDURE ESTABLISHED.

(a) IN GENERAL. -- Subclt »ter A ¢ chapter 76 of the
Internal Revenue Code of 1954 (relating to civil actions by
the United States) is amended by redesignating section 7408
as 7409, and by inserting after section 7407 the following
new section:

""SEC. 7408, ACTION TO REVOKE OR DENY TAX-EXEMPT
STATUS OF PRIVATE SCHOOL ON BASIS
OF RACIAL SEGREGATION.

""(a) GENERAL RULE. -- The Secretary may not -

"(1) revoke or change the qualification
or classification of a private school as an
organization ¢ cribed in section 501(c) (3)
which is exempt from taxation under section
501 ),

'"(2) deny, withhold approval ¢ , the
initial qualification or classification of a
private school as such an organization, or

'""(3) condition acceptance or approval of
an application for qualification or classifica-
ton of a priv t school : J 1 an org i m,
or



"(4) revoke the advance assurance of
deductibility issued to a private school,

on tl grounds that the school is racially segrega-
tive unless a court of the United States, in a civil
action for a decl -atory judgment brought by the
Secretary in accordance with the provisions of this
section, has found that the school is intentionally
racially segregative.

""(b) PROCEDURE TO BE FOLLOWED BY THE SECRE-
TARY. --Whenever the Secretary has reason to believe
that a private school is racially segregative, the
Secretary shall file a civil action for a declaratory
judgment in the United States district court for the
district in which the private school is located.

''(¢) NO ADVERSE ACTION UNTIL SCHOOL HAS
EXHAUSTED APPEALS. -- In the case of a private
school with respect to which a court has found
under subsection (a) that it is racially segre-
gative, the Secretary shall not take any action
with respect to the initial qualification or
continued qualification of the school as an
organization described in section 501(c)(3) which
is exempt from tax under section 501(a) or as an
organization described in section 170(c) (2) (B),
section 642, section 2055, or section 2522, until
the school has exhausted all appeals from the final
order of the district court in the declaratory judg-
ment action brought under this section.

"(d) RETENTION OF JURISDICTION; REINSTATEMENT
OF STATUS. -- The district court before which an
action is brought under this section which resulted
in the denial of initial qualification or revocation
of qualification of a private school as an organiza-
tion described ‘i section 501(c) (3) which is exempt
from tax under section 501(a), or as an organization
described in section 170(c) (2) (B), section 642,
section 2055, or section 2522, shall retain jurisdic-
tion of such case, and shall, upon a determination
that such school has not been racially segregative
for a period of not less than a full school year since
such denial or revocation became final, and shall issue
an order to such effect arid vitiate such denial or

L. t

v qualiricatcion.



'""(e) AWARD OF COST AND FEES TO PREVAILING
SCHOOL. -- In any civil action brought under this
section, the prevailing party, unless the prevailing
party is the Secretary, may be awarded a judgment of
costs and attorney's fees in such action.

SEC. 5. EFFECTIVE DATE.

The amendments made by this Act shall apply to actions
of the Secretary of the Treasury taken with respect to the
initial qualification or continuing qualification of an organi-
zation as an organization described in section 501(c)(3) of the
Internal Revenue Code of 1954 which is exempt from taxation under
section 501(a) of such Code, or which is described in section
170(c) (2) (B), section 642, section 2055, or section 2522 of such
Code, after the date of enactment of this Act; Provided, however,
that no school, and no donors thereto, shall be accorded retro-
active recognition of tax-exempt status or deductibility of con-
tributions on the basis of this Act.



STATEMENT OF
WILLIAM B. BALL
ON BEHALF OF
ASSOCIATION OF CHRISTIAN SCHOOLS INTERNATIONAL
AND
NATIONAL COMMITTEE FOR AMISH RELIGIOUS FREEDOM
BEFORE
SENATE FINANCE COMMITTEE
FEBRUARY 1, 1982

I speak on behalf of the Association of Christian
Schools International and the National Committee For Amish
Religious Freedom. The Association represents 1750 funda-
mentalist Christian schools in the United States, with an
enrollment of 320,000 students. It is the largest organiza-
tion of fundamentalist Christian schools in the United
States. The National Committee For Amish Religious Freedom,
since its founding in 1967, has attempted to assist Amish
and other Plain I )ple throughout the country in the defense
of their constitutional liberties. It supported the success-
ful defense of *~1ish parents in the landmark case of
H-ﬁ ernnaein v, Yoder.

Both of these organizations respect the dignity and
personhood of men of all races. The Association of Christian
Schools International requires that each of its member
schools affirm annually that it does not discriminate on
account of race. The Amish people, though much separated
from the mainstream of American society, are famous for their
love of neighbor.

*¥ ' Partner, Ball & Skelly, Harrisburg, PA.



It is my point to state ¢ rly today that each of
these groups has felt itself threater 1 by aggressive actions
of the Internal Revenue Service these past several years
which have been plainly hostile to religious liberty. They
had strenuously contended at Congressional hearings in 1978
and 1979 that these actions were without a vestige of Con-
gressional authorization and that - authorized or not - were
in violation of the Constitution. Now we see that the Admin-
"stration has fully agreed tt = tI Revenue Rulings in
que¢ :cion had no authorization and were nothing more than
expressions of the personal and subjective views of unelected
IRS officials.

In its draft bill, circulated on January 18th, the
Administration, however, takes the astonishing step of
asking Congress to give IRS the authority to carry on most
of the unconstitutional activities which the IRS has
formerly sought to carry out on its own authority. In fact,
the draft Administration bill, as we shall see, goes, in
some re¢ jects, beyond any cor :itutional violation dr ed
up by IRS.

My following comments are not intended to harm an
Administration which a majority of Americans believes to be
sincerely dedicated to our country's well-being. My testimony
will disclose, however, the serious need for our President
and his associates - and the Congress -~ to slow down, quell
the rsteria which they have permitted to overtake them, 1d
to start to think seriously - and comprehensively - about
¢ " ril rights. I mean: the * ° T civil riohts. That is to
say, freedom from invidivus ravial discrim.uation and the
civil right of religious liberty. The Administration's bill
can only be described as a hasty contrivance, however well
intended, which, if enacted, would be flatly unconstitu-
tional. I now take up for analysis that bill:







It is conceivable that a school could exclude a child of a
particular race from some activi , but not o~ ~ccount ~¥

that child's race. Suppose that a school, fo: uealth revasons,
forbade the participation of all newly arrived Vietnamese
children in a vaccination progr-—; or that a Catl Tic school,
for religious reasons, forbade Protestant black students to
receive Communion; taken literally (and "literally" is the

n: 2 of the game in much litigation today) the draft lar_ age
would label either such school as having a '"racially discrim-
inatory policy".

Further: the draft language's term, '"refuses', lands
us in a quagmire. "Refuses" how often? Once? Frequently?
Suppose a school of one of those many so-called '"mational"
parishes (Catholic), so familiar in New York, Philadelphia,
Los Angeles, etc., is an Italian national parish and always
refuses to permit children of Slovak (or other non-Italian
descent) permission to join in a Columbus Day pageant? I was
harshly critical of the 1978-1979 IRS Proposed Revenue Pro-
cedures for their use of such very loose terms as ''refuses".
When you combine that with the myriad individual "rights,
privileges, programs, and activities', you have a statute
which is unmanageable - except through an all-embracing-pro-
gram of governmental surveillance. In a moment I will comment
upon the constitutionally unique situation which such sur-
veillance produces in the case of relieinne gchools.

In fine, this first part of the bill, relating to ad-
missions to programs, activities, etc., does not aid the
black child who wants to get admitted, and is totally harmful
to the religious school.

". . . or if the organizaton refuses to
administer its educational policies,
admissions policies, scholarships and
loan program, athletic programs, or
other programs administered by such
organization in a manner that does not
discriminate on the basis of race."



This language is subject to the same major objection
which is raised by the above part of the definition section
insofar as it employs the vague term, 'refuses'. But in ad-
dition, this part of the definition embraces the extremely
broad terms, "administer'", "manner"' and ''discriminate'. Who
is to judge, and how will it be judged, whether a school
shall be denied tax-exempt status under that language? We
are again faced with the whole problem of myriad acts and
omissions which someone may allege to be a discrimination in
manner of administration.

Those religious schools which would become subject to
IRS oversight by virtue of tt e requirements occupy a unique
position constitutionally. They are, in the words of the
First Amendment, an "exercise of religion", and have been so
recognized on numerous occasions by the Supreme Court. See,
e.g., Lemon v. Kurtzman, 403 U.S. 602, 616 (1971) (the schools
are "an integral part of the religious mission" of their
sponsoring churches); Meek v. Pittenger, 421 U.S. 349, 366
(1975) (their religious mission 1s '"'the only reason for the
schools' existence'"); and NLRB v. Catholic Bishop of Chicago,
440 U.S. 490, 503 (1979) (wherein the Court pointed to "the
admitted and obvious fact that the rai<on d'etre'" of the
schools is '"the propagation of religivus faith"). These re-
ligious organisms are not remotely analogous, for constitu-
tional purposes, to any secular entity, whether that entity
be business, industrial, educational or philanthropic.

This special constitutional status brings with it height-
ened protection for the schools from government direction,
control or supervision, whether such direction is intended
or not. As the Supreme Court has recognized, even a '"regula-
tion neutral on its face may, in its application, nonetheless
offend the constitutional require :nt'" for governmental re-
spect for the free exercise of religion. Wisconsir v Vader
406 U.S. 205, 220 (1972). No basis may be found 1i: vuec sriiov
Amendment or in the holdings of the Supreme Court for the
mistaken notion that the Religion Clauses protect religious
"belief" but not religious "action'. To begin with, the
Clauses protect the '"free exercise of religion', not the
freedom merely to believe (it 1s on the basis of the
belief/action dichotomy that the Soviet Union lays claim to
being protective of religious freedom). Further, the courts



have always extenc 1 protect? to actions of religious
significance: the refusal to attend school beyond the 8th
~~ade Vndar gunva. the defrocking of a bishop, Serbian
vrthot e ilive ch, 426 U.S. 696 (19 6); wue
maintasusung VL scuvusrS, Cacuuweic Bishop of Chicago v. NLRB,
559 F.zd 1112 (7th Cir. 1977).

Not only would free exercise violations necessarily
attend IRS intervention into these church ministries, the
very existence of the potentially entangling (and therefore
illicit) relationship between church and state which the
bill would create would violate express Supreme Court rulings.
The Court has held that church-state separation must be cer-
tain, and that the introduction of any "element of govern-
mental evaluation and standards', such as a '"social welfare
yardstick", into the government's relationship with a church
or religious entity constitutes forbidden 'excessive entangle-
ment'" between the two. “~12 v, Tax Commission, 397 U.S. 664,
674 (1970). The Court lLa- wmade plain its view that, in order
to be violative of the "entanglement" prohibition, a govern-
ment requirement need not even produce burdensome reeults:

"It is not only the conclusions that
may be reached. . . which may impinge on
rights guaranteed by the Religion Clauses,
but the very procecee nf inquiry leading to
findings an% conclusiuus.” NLRB v. Catholic
Bi<hop, supra, at 502 (emphasis supplied).

Your bill, while laudably attempting to protect most
religious schools, regrettably falls short of the mark. The
regulatory scheme which the bill would authorize is far too
invasive of areas of purely religious concern, and sweeps
far too broadly to overcome either the Court's prohibition
as to excessive entanglements, or its similar prohibition on
legislative restrictions which are not drawn with "narrow
specificity". Keyishi~-~ v, R~=rq of P-2gents, 385 U.S. 589,
604 (1967).




It is not sufficient ~ := tt Ccjresr tead of
IRS, be the party imposing the regulatory scheme. All along,
we have complained of two things: (1) that Congress did not
authorize IRS to impose its nondiscrimination regulations;
and (2) that the very requirements which IRS has imposed are
wrong. These requirements are not made right by simply trans-
ferring those loosely worded provisions into statute. The
right statute is needed, or the schools will suffer.






Vhile both of these points ¢ » being so frequently
repeated at the present t. :, and > insistently repeated in
releases to the media as to give them acceptance as virtual
truisms, each is absolutely mistaken.

Green v Cormnally

The first important fact about Green is that no reli-
gious school and no person claiming righ.. under the Religion
Clauses of the First Amendment was a party to that case.
Therefore no religious liberty issue under the Free Exercise
Clause was raised as in contention. Further, also, no issue
of church-state separation under the Establishment Clause
was therefore raised. Questions, therefore, pertaining to
the rights of churches, to the nature and rights of schools
which arg "an integral part of the religious mission of a
church",” of the rights of pargnts to cl >se a religious
education for their children, ¢ d of the rights of teachers
in religious schools to pursue a religious vocation were
never aired. Therefore the Green decision has no precedent
effect with respect to religious schools.

The second important fact about Green is that Judge
Leventhal, in the course of the Green opinion, went out of
his way to expressly state that the court declined to con-
sider any issues pertaining to the tax exemption of reli-
gious schools. See the fGreen opinion at Pages 1168-1169.

Third, and most important is the fact that the Supreme
Court itself, three years later, in Bob Jones University v,
Simon, 416 U.S. 725 (1975) stated that its prior affi.wance

2. Lemon v. Kurtzman, 403 U.S. 602, 616 (1971).

3. Pierce v. Society of Sisters, 268 U.S. 510 (1925);
Wisconsin v. Yode., 406 U.S. 205 (1972).




4

in the Creen case lacked weight as a precedent.

Civil Rights Act of 1964

Title VI of the Civil Rights Act of 1964 prohibits
discrimination in programs which receive '"Federal financial
assistance'". Section 602 of the Act defines 'Federal financial
assistance'" as a ''grant, loan, or contract'. Tax exemption
is not a government grant; it is not a loan; nor is it a
contract. Title VI could not be any plainer in delineating
what categories of aid shall be considered '"financial assist-
ance", and it is likewise plain that a mere act of non-
taxation is not one of those categories.

At no time has the Internal Revenue Service ever cla: ed
authority under Title VI for any of its attempts to subject
religious or other schools to its nondiscrimination require-
ments. In fact, §3602 of Title VI prescribes a very precise
procedure (including prior presidential approval) to be fol-
lowed before a federal agency adopts regulations enforcing
Title VI. IRS has never followed this procedure; thus acknow-
ledging that Title VI is not a source of authority upon which
it previously acted.

4, The Court said: '"The question of whether a segregative
private school qualifies under §501(c)(3) has not
received plenary review in this Court, and we do not
reach that question today' . Noting that such schools
had been held not to qualify in ~ the Court went
on to point out that the IRS hau .cvesrsed its position,
while that cs was on appe: ' . of holding ¢« "1 :hools
tax-exempt. "Thus'", said the Court, '"the Court's af-
firmance in Green lacks the wei_1it of a case invc ving
a truly adversary controversy.'" Id. at 740 (fn.11).
(Emphasis supplied.)




My attention has now been directed to the Concurrent
Resolution introduced in the Senate on January 28, 1982, and
I feel obligated to add two comments as to that:

The Concurrent Resolution would put an uncritical stamp
of approval upon a hodge-podge of judicial decisions and IRS
regualtions dating back 12 years or more. Looking at this
from the point of view of resolving, rather than breeding,
issues which can plague the courts, it would appear far pre-
ferable that the problems be examined in all of their facets,
looking to a single, integrated and constitutional solution.

Secondly, adopting of the Concurrent Resolution would
mean that the Congress would be taking upon itself what many
more properly be considered a judicial task - the attempt to
interpret the Constitution and decisions under it which the
Supreme Court has thus far left open. We hear much about
"judicial legislating', but I wonder if this would not be
the reverse.

,g//u/n g 54,(»&—
77 g

Wi law U. b

January 28, 1982
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WIHLLIAM SENTLEY BALL
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KATHLEEN A.O'MALLEY
January 27, 1982

Edwin Ilfeese, 111, Esq.
Counsellor to the President
The White House

1€C0 Pennsylvania Avenue, KW
Washington, D.C. 20500

Dear Mr. Meese:

I take the liberty of copying this letter to those of
your staff people and counsel whom I can identify from recol-
lection as heving attended the meeting yesterday, and to

hank both you and them for ycur courtesy "1 pernitting me
to et with you end to discuss your tax-exemption bill,

At that meeting I represented no one except an old
Zriend, Dr. Rushdoony, who had czlled me a few days ago and
importuned me to attend. I had never before met most of the
people there, and I did not speak for them, though I appreci-
atad their concerns.

I mentioned to you that I had been a supporter of Mr.

Reagen in his first campaign. I still an, and having any
cenfrontation with him or with an administration which is
struggling so greatly for the good of ocur nation is lﬁbeed
not to my liking. Yet, as vou may know, my first reaction to
your bill -~ especially in the wake or developments following
January 8 - was adverse, to s=ay the least,

1 : ]
£T0M M8 UDCH yUU: ueaaw woel | | ;
could suggest. While we are sending a text separately which
we feel protects both racial and religious civil rights, I
wculd ask thet veu pause first to res:ad the balance orf this
letter because it sheows, I believe, serious deficiencies in
vour craft bill,

TELEPRONE
AREA CTOE 717
232 8”0






Edv "1 leese, III, Esqg. - 3 -

It is conceivable that a school could exclude a child of a
particular race from some zivity but not on account of

that child's race. Suppose that a school, for health icusons,
forbade the participation of all newly arrived Vietnamese
children in a vaccination program; or that a Catholic school,
for religious reasons, forbade Protestant black students to
receive Conmurlon, taken literally (end "literally" is the
name of e ine in much litigation tcday) the draft language
would 1: 1 _ther such school as having a ''racially discrim-
inatory pelicy"

Further: the dre iguage's te: , ""refuses', lands
us in a quagmire. '"Ref how often? Cnce? "requ“ntly?

Suppose a school of one of those many so-called 'mational"

parishes (Catholic), so familiar in ew York, Philadelphia,
Los Angeles, etc., is n Italian naticonal parish and always
refuses to permit children of Slevak (or ot*er non-Italian
descent) permission to join in a Colucbus Loy pageant? I was
harshly critical of the 1978-1979 IRS Proposed ?e\enue Pro—
cedures for their use of such very locse terms as "vefuses"
When you combine that with the myriad individual ”nghts,
privileges, programs, and activities', you have a statute
which is unmanageable - except through an all-embracing pro-
gram of gove mental surveillance. In a2 moment I will comment
upon the constitutionally unique situaticn which such sur-
veillance produces in the case of relicicus schools.

In fine, this first part of the bill, relating to ad-
missiocns to programs, activities, etc., coces not aid the
black child who wants to get admitted, and is totally harmful
to the religious school.

administer its educaticnal polic: s,
admissions policies, scholarships and
loan program, athletic programs, or
other programs administered Sy such
organization in a manner thet does not
discriminate on the basis oI race.”

" . or 1f the organizaten refuse to
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Edwin lieese, III, Esq. - 4 -

This language is subject to the same major objection
which is raised by the above part of the definition section

insofar as it employs the vague term, ''refuses'". But in ad-
dition, this part of the definition ermbraces the extremely
broad terms, "administer", "manner' and "discriminate'. Who

is to judge, and how will it be judged, whether a school
shall be denied tax-exenmpt status under that language? We
are ¢ 1in faced with the whole problem of myriad acts and
omissions which someone may allege to ! a discrimination in
manner of administration,

Those religious schools which would become subject to
IRS oversight by virtue of these requirements occupy a unique
position constitutionally. They are, in the words of the
First Amendment, an "exercise of religion', and have been so
recognized on numercus occasions by the Supreme Court. See,
e o Lemor v Xurtzman, 403 U.S. 602, 616 (1971) (the schools
are 'an integiar pert of the religious mission' of their
sponsoring churches); Meek v Pittercer, 421 U.S. 349, 366
(1975) (their religiou M +S  cue only reazson for the
schools' existence'"); and tLuB v. Catholic Bishop of
Chicago, 440 U.S. 490, 503 (1979) (wherein the Court pointed
to "the acdmitted and obvious fact that the raison d'etre'" of
the schools is "the propagation of religious faith™). These
religious organisms are not remotely analogous, for
constitutional purposes, to any secular entity, whether that
entity be business, industrial, educational or
philanthropic.

This special constitutional status brings with it height-
ened protection for the schools from gove ant direction,
control or supervision, whether such direction is intended
or not. As the Supreme Court has recognized, even a '"'regula-
tion neutral on its face =ayv, in its epplication, ncnetheless
offend the constitutional recuirement" for governmental re-
spect for the free exercise of religion. Wisconsin v. Yoder,
406 U.S. 205, 220 (1972). Yo basis may be found in the First
Amendment or in the holdings of the Supreme Court for the
mistaken notion that the Religion Clauses protect religious

—

being protective of religious freedom). Further, the courts






:

It is not sufficient that the Congress, instead of
IRS, be the party imposing the regulatory schemze. All along,
we have complained of two thir 3: (1) that Congress did not
authorize IRS to impose its nondiscrimination regulations;
and (2) that the very require 1ts which IRS has imposed are
wWrOng. ...ese requirements are >t ie right by simply trans-

:rring those loosely worded provisions into statute. The
right stztute is needed, or the schools will suffer.

s

I thank you most gratefully for your willingness to
meet with me, as well as for your attention to wha T
a

ry -

/ .
Very truly vours,

Ed M . s
’ : M

William B. Rall
WBB:dh

cc: Mr. Morton C. Blackwell
Mr. John Chapoton












(%) ravoke the advaince  ssurance of
ceductibility issued to a x

on the grounds that the school
tive unless a court of the Unitad
action for a declaratory judz =
Secretary in accordance with pProv l:’OnS ot tHis
section, has found that the schocol is intentionally
racially segregative

S
b
r

"(b) PRCCEDURE TO BE FOLLOWED BY THE SECRE-
TARY. --Whenever the Secretary has reason to believe
that a private school is racially segregative, the
Secretary shall file a civil action for a deglaratory
judgment in the United States district court for the
district in which the _-civate school is located.

"(c) NO ADVERSE ACTION UNTIL SCHOOL HAS
EXHAUSTED APPEALS. -- In the case of a private
school with respect to which a court has found
under subsection (a) that it is acially segre-
gative, the Secretary shall not take any action
with respect to the i itial qualification or
continued qualification of the school as an
organization described in secti 501(c) (3) which
is exempt from tax under section 501(a) or as an
organization dascribed in section 170(c) (2) (B),
section 642, section 2055, or section 2522, until
the school has exhausted all appeals from the final
order of the district court in the declaratory judg-
ment action brought under this section.

"'(d) RETENTION OF JURISDICTION; REINSTATEMENT
OF STATUS. -- The district court before which an
action is brought unc : this section which resulted
in the denial of initial qualification or revocation
of qualification of a private school as an organiza-
tion descrited in seccicn 501(c)(3) which is exampt
from tax under section 501(a), or as an organization
cescribed in saction 170(c)(2)(3), section 642,
section 2055, or section 2522, shall retain jurisdic-
tion of such case, and shall, upon a determination
that such schcol has not been racially segregative
for a period of not less than a full school year since
such den?’ 1 or revocation became final, and shall issue
an order to such effect and vitiate such denial or

icl “( t

1 A

Secretary witih respect to such ¢



" ARD OF COST AND r=ZES TO rxzZVAILING
T 1 any .vil acticn brought undar this
section prevailing cty, unless prevai’lr
party 1s the Secretary, y be awarded a judzment o
costs and attornmey's fe« in such acrtion.

SEC. 5. EFFECTIVE DATE.

The amencments made by this Act shall apply to actions
of the Secretary of the Treasury taken with respect to the

initial qualification or continu qualific tion of an organi-
zation as an organization descri’ in section 501(c)(3) of t!

Internal Revent Code of 1954 which is exempt from texation under
section 501(a) of such Code, or which is described in section
170(c)(2)(B), section 642, section 2055, or section 2522 of such
Cocde, after the date of enactment of this Act; Provided, however,
that no school, and no donors thereto, shall te accorded retro-
active recognition of tax-exempt status or deductibility of con-
tributions on the basis of this Act.



THE WHITE HOUSE

WASHINGTON

January 12, 1982

MEMORANDUM FOR ELIZABETH H. DOLE

THRU : DIANA LOW

FROM: MORTON BLACKWELL %

SUBJECT: REAGAN ADMINISTRATIU:4 ATTACK ON RELIGIOQUS SCHOOLS

In my discussions with Diana Lozano today, which I believe were
communicated to you, I emphasized the disaster that was impending
in the decision about tax exempt status for private and religious
schools.

One wonders which significant friends will next be betrayed.

I am reminded of the Aesop fable where the dog with the bone
in his mouth grabs at the reflection of himself in the water
for another bone and loses the bone that he had.

Will this decision win us the slightest increase in the black
‘vote in the 1982 elections? No. Will this decision immensely
anger the rapidly growing religious school community, which
has been entirely supportive of the President? Yes.

Could the President have issued a statement which would have
left this decision up to the Congress? Yes.

It is as if this was a conspiracy designed to please our enemies
and anger our allies.

We kicked the Right to Work Committee in the teeth on the Hobbs
Act, and the AFL-CIO unions established for the first time a
formal linkage with the Democratic party. What did we gain

in that exchange other than one "nice" news item?

One of my oldest friends, a key organizer of grass-roots,
.conservative activity, has suggested that this is an
appropriate time for me to resign from this Administration.

I
71 1t
1. He should make it clear that any proposed legislation
must require that the burden of proof of racial
discrimination be on the government. Schools must be
presumed innocent until proven guilty.

2. He must insist that proposed legislation impose no
requirements on religious schools more restrictive than
they were before August, 1¢.03.
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‘Prior to 1978, schools were self-certified as non-segregated.
At that time, the Carter Administration proposed detailed,
obnoxious guidelines which would g1 itly increase the power of
the government to the detriment of private, largely rellglous
schools. :

The Congress overwhelmingly rejected these guidelines. There
were a series of Ashbrook amendments to deny funding for
implementation of these guidelines.

On July 13, 1979, the House voted 297-63 for one of these Ashbrook
amendments. On August 20, 1980, the House voted 300-107 on the
same issue. On July 30, 1981, the House voted 337-83 for a third
time reaffirming the Ashbrook position.

On September 6, 1979, the Senate approved 47-43 a prohibition
parallel to the Ashbrook amendment. There were no Senate roll
call votes on this in 1980 and 1981. .

n1e 1980 Republican platform specifically pledges an end to the .
IRS "regulatory vendetta" egainst Christian schools.

The possibility arises that the Reagan Administration will force
through the Congress outrageous regulations which the Carter
Administration attempted to imposc. The conservative religious
community rose up and defeated the liberal Carter scheme.

I am confident that the immense efforts which the conservative
community and the Christian school movement will now devote

in opposition to this Administration initiative will be extracted
from the amount of efforts they would have put into the campaigns
of candidates supportive of the President in the 1982 elections.

Bob Jones University is virtually the last hold out of
fundamentalist Christians who believe that race-mixing is contrary
to scripture. Virtually all of the President's supporters in

the conservative religious community disagree with the Bob Jones
policy, which is to prohibit interracial dating. But they are
certain to rise to the defense of religious schools to practice
their beliefs according to the First Amendment guarantees of
religious freedom.

will at least tend to reassess the value of participating in the
political process, inasmuch as none of them were seriously consulted
prior to this basic decision by the Reagan Administration to intrude
on how they run their institutions. They will view this as the
camel's nose in their tent.

Now stand by for agitation from the feminists bheccause the President

did not include discrimination by sex, from the gay community because
wual orientation is not included, from thne handicapped because

they were not included. This is a Pandora's Box.

-






Bob Dugan - National Association of Evangelicals

Ed McAteer - The Religious Roundtable

Pat Robertson - "700 Club"

Jerry Falwell Moral Mua ority

Minister

James Robison

Ben Armstrc 3 - Religious . oadcasters
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Phil Truluck

The Heritage Foundation
513 C st., N.E. »
Washington, D. C. 20002

Frank van der Linden
110 St. S. E.

Suite 403

Washington, D. C. 20003

Richard Viguerie

The Richard Viguerie Co.
7777 Leesburg Pike
Falls Church, Va. 22043

ick Walther
3238 Wynford Dr.
Fairfax, Va. 22031

Paul Weyrich

Committee for the Survival of a

Free Congress
721 Second St. N.E.
Washington, D. C. 20012

Steve Winchell

Steven Winchell & Associates
1990 M St. N.W. Suite 310
Washington, D. C. 20036

Adwiaistraton
El.izabeth Dole

Ed Rollins -

Richard Beal
John Morgan

Bob Hausenfluck
Backy Dunlop
Ron Mann

Mari Maseng

Wayne Valis

Jack Burg:

Bill Grib!

Ron Kauffiuauw — RNC
Richard Bond - RNC

John Lofton
The Conservative Digest
7777 Leesburg Pike
aite 409 N
Falls Church, Virginia 22043

Pat Buchanan
1017 Saville Lane
McLean, Virginia 22101

M. Stanton Evans

A.C.U.

600 Pennsylvania Ave. S.E.
Suite 207

Washington, D.C. 20003

Lee Edwards

1705 DeSales St. W.W.
Suite, 400

Washington, D.C. 20036

Tom Winter

Human Events

422 First St. S.E.
Washington D.C. 20003

Bl S
Alan Ry :ind \“//cﬂ H

A.C.U. Educgtional and
Research”/Institute

600 Pennsinlvania Ave. S.E.

Washin;'t/on, D.C. 20003

Mr. Richard Richards
Republican National Committee
310 First St. S.E.

Washington, D. C. 20003
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Chris Andrews
408 Seneca Rd.
Richmond, VA 23226
State :nator Mickey Barnett
Drawer 659
Portales, N.M. 88130
Dr. William Breit

Dept. of Economics

114 Rouss Hall

University of Virginia
Charlottesville, VA 22901

Priscilla Buckley
National Review
150 E. 35 St.
N.Y., N.Y. 10016
William Buckley

150 E. 35 St.
N.Y., N.Y. 10016

Dr. William Campbell

.LSU

Office of Ecoomics
2’31 c.” T,
Univers Station
Baton Rouge, LA 70803
John Chamberlin
855 N. Brookvale
Cheshire, Conn. 06410
Mrs,
17525
Livonia,

Elaine Donnelley
Fairway
Mich. 48152

Carl Doir :h

New England Citizens for Rt. to Wk.
P.0O. Box 1484
8 N. 7~ in St.
Concord, N.H. 03301
Dr. Milton Freidman
Hoover Institution
Stanford University

Stanford, Ca 94305
Russell Kirk

Piety Hill

Mecosta, MI 49332

Dr. Arthur Laffer
608 Silver Spur Rd.
Suite 229

Roll 1g Hill Estates, CA 90274

“r. Wesley McDonald
rnlizabethtown College

Elizabethtown, PA 17022

Vintor Milione

iZLS. Bryn Mawr Ave.

Bryn DMawr, PA 19010
ert Polack

y West Hawthorne St.
Zionsville, 1IN 46077

Leonard Reed

Foundation for Economic Educati
30 S. Broadway
Irvington, N.Y. 10533
Tom 1fe

1816 S. Rouse Av.

Bos an, Mont na

Dr. Fred Schwartz

Christian Anti-Communism Crusade
P.O. Box 890
Long Beach, CA 90801
The Honorable H.L. "Bill" Richardson '
Gun Owners of America
6162 Sunrise Vista Dr.
Suite 100

Citrus Heic , CA 95610

Mr. Bill wWilson

National Right to Work Committee
8001 Braddock Rd.

Suite 500

pringfield, VA 22160






